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21.36.310. DEFINITIONS. In AS 21.36.210

(1)

personal

Sec.

"business or commercial insurance"

other than insurance, life ‘insurance,

fidelity and surety insurance, title insurance, wet

portation insurance as defined I AS 21.34.900, or an

tract ;
means

(2)

discharge

"nonpayment of premium"

insured to when due any obligations of the

connection with the payment of premium on a policy, or any

of the premium, whether the premium is payable directly to

or its agent or indirectly under any premium finance

of credit;

automohile insurance” means

(3)

business or

"personal

related to commercial activities, covering

MEANS AN

AS 21.36.210(e) OR AN AUTOMOBILE POLICY THAT |INCLUDES]

liability, uninsured or wunderinsured motorists

MOTORIST COVERAGE], automobile medical payments

bile physical damage [COVERAGE], that is delivered or

delivery in this state [INSURING AS THE NAMED INSURED,

OR HUSBAND AND WIFE RESIDENT OF THE SAME HOUSEHOLD]
the only:

insured vehicles are of

(A)
type

the following

types

a motor vehicle of the private

tion wagon that is not used as a public or

rented to others; or

(B)

capacity of

ance, nor

any other four-wheel motor vehicle

1,500 pounds or less that is not used in

tion, profession™ or business of the ‘insured, nor

public or livery conveyance™ nor rented to others;

CSHB 46 (Jud) -22-

means
disability
marine

annuity

failure of

named

insurance

[(2)
INSURANCE POLICY COVERING THE RISKS AND EXPOSURES LISTED

[COVERAGE,
[COVERAGE],

ONE

and under

passenger or

livery

vith a

WUKA UKAt i

21.36.310

insurance
insurance,
and trans-

con-
the named
insured in
installment

the insu-er

plan or extension

not
"POLICY"
IN
automobile

UNINSURED
or automo-
issued for

INDIVIDUAL

which

sta-

convey-

load
the occupa-

used as
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(4) "personal insurance"

(A)  means personal automobile insurance, or insurance

covering

(1) loss of or damage to real property

used predominantly for residential purposes and that does
not consist of more than four dwelling units;

(i) loss of or damage to personal property
including personal effects, household furniture, fixtures
and equipment located in not more than four dweclling units;
or

(i) legal liability of natural persons for loss
of, damage to, or injury to persons or property if the in-
surance docs not cover liability arising from or in con-
nection with business or commercial activities;

(5) does not include an annuity contract or a policy
of life insurance, disability insurance, or title insurance;

(5) [(3)] “"renewal" or "renew" means

(A) the issuance and delivery [BY AN INSURER] of an
insurance [A] policy [REPLACING] at the end of the policy period?
that replaces a policy previously issued and delivered by the
same insurer™ [,]

(B) the issuance and delivery of a certificate or
notice extending the term of a policy beyond its policy period or
termj [,] or

(C) the extension of the term of a policy beyond its
policy period or term under a provision for extending the policy
by payment of a continuation premium.

41, AS 21.SA.430(c) is amended to read:
(¢c) The director may refuse to issue or may suspend or revoke

-23- CSHB 46 (Jud)
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[RENEW] an insurance agent's license if, in the judgment of the direc-
tor, the proposed licensee is not trustworthy and competent to act as
agent, or has given cause for revocation or suspension of the license,
or has failed tocomply with a prerequisite for theissuance [OR
RENEWAL, AS THE CASE MAY BE,] of the license.
* Sec. 42. AS 21.88.050 Is amended to read:

Sec. 21.88.050. POWERS ANDDUTIES OF THE CORPORATION. (a) 'The

corporation shall
(1) inthe form approved by the director, issue to all

physicians, nurses, and hospitals who are found to be acceptable risks
under standards developed under (5) of this subsection, and who pay
the premiums for it, a contract or contracts indemnifying physicians”
nurses, and hospitals and their employees who are health care provid-
ers against loss by reason of liability for covered claims for an act
or omission in the delivery of professional health care in this state
and agreeing to tender on behalfof the physicians, nurses, and hos-

pitals and their employees who are health care providers a defense to

a covered claim in a ceeding brought under AS 09.55.530 - 09.55.-
560; the limits > lity for policies issued by the corporation
shall be approveduy the director; the contract shall cover the de-

fense against butneed not indemnify liability for punitivedamages
arising from a covered claim; at the option of the corporation, if
approved by the director, and for an additional premium the contract
may cover claims against the physician, nurse, or hospital that arise
out of professional services performed by the physician, nurse, or
hospital for any period before the contract is issued, except that
coverage will not be provided for a claim already filed or that [OF
WHICH] the physician, nurse, or hospital had or reasonably should have
had notice at the time the retroactive insurance was purchased;

CSHB 46(Jud) 24 -
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(2) charge a premium for the protection provided by the

2 contracts issued by the corporation which shall be determined by the
3 board of governors in accordance with AS 21.88.080 and subject to the
4 approval of the director;
5! (3) comply with or be subject to AS 21.06.090, 21.06.120,
6i| 21.06.140, 21.06.160, 21.06.250, AS 21.09.180 - 21.09.200, 21.09.250,
7 21.09.280, AS 21.12.020(b)-(e), AS 21.18, AS 21.21, AS 21.24 and
AS 21.36; and shall be exempt from participation as a member insurer
MI! in the Alaska Insurance Guaranty Corporation;
o (4) carry out the obligations of the contracts issued by
"! the corporation by defending all covered claim'* made against insured
12 health care providers and by paying all liabilities that [WHICH] are
13 finally adjudicated against the insured health care provider or that
1 [WHICH] may in the opinion of the corporation reasonably be expected
1 tobe finally adjudicated against the health care provider to the
10 extent of the contract obligation;
o (5) establish standards for the acceptability of risks; in
18 establishing these standards the corporation may exclude an applicant
19 for insurance based on individual risk selection factors, but may not
20 exclude an applicant basec. only on the classification of the appli-
2 cant.
22 (b) The corporation may
2 (1) employ or retain persons, individual or corporate, to
2 discharge its obligations and pay reasonable compensation for these
2 services; employees of the corporation are not considered state em-
26 ployees ;
27 (2) negotiate for and procure reinsurance from private
28 casualty insurers or reinsurers for any and all liability incurred by
29

contracts issued by it;

-25- CSHB 46 (Jud)
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(3) provide coverage to insureds for other hazards custom-
arily included in medical malpractice insurance policies when there is
a finding by the director that this <coverage is not available to
insureds of the Medical Indemnity Corporation of Alaska in the private
insurance market at a competitive price;

(4) borrow or advance funds necessary to carry out the
purposes of the corporation;

(5) negotiate and become a party to those contracts as are
necessary to carry out the purposes of the corporation;

(6) sue or be sued in the name of the corporation;

(7) provide risk management advice and services to hospi-
tals ;

(8) negotiate and become a party to contracts for manage-
ment services for the corporation;

(9) perform all other acts necessary and proper to carry

out the duties of the corporation;

(10) in a form approved by the director and for an ad«¢

al premium determined under AS 21.88.080, issue endorsements which
provide indemnity for <claims not yet reported which arise out of
professional services rendered during a period of continuous coverage
under the originally ‘issued <contract, to physicians, nurses, and
hospitals who pay the premium for it and who are terminating their
original covered claims contract with the corporation for a period of
not less than one year;

(11) subject to approval by the director, extend
to a person, entity, or facility that renders health care services in
the state under the supervision of a physician.

Sec. 43. AS 21.90.900 is amended to read;
Sec. 21.90.900. DEFINITIONS FOR TITLE. In this title, unless

CSHB 46(Jud) -26-
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the context requires otherwise,
(1) "adiuster" means a person who, for compensation as an

independent contractor or as an employee of an independent contractor,

or for fee or commission, investigates and adiusts claim s arising
under insurance contracts on behalf of the insurer, but does not
include an attorney at lav? who adjusts insurance losses from time to
time incidental to the practice of law or a salaried employee of an
insurer:;

(2) "agent" means a person appointed bv an insurer to
solicit applications for insurance or.annuities on its behalf, and if
authorized to do so , to effectuate and countersign insurance ccn -
tracts, except life or disability insurance or annuities, and to

collect premiums on insurance or annuities’',

(3) "alien insurer"” means an insurer formed wunder the laws
of acountrv other than the United States of America, its states,
districts, territories, and commonwealths;

(4) [(2)] "authorized insurer" means an insurer authorized
by a ISUBSISTING] certificateof authority issued by the director _c
transact insurance in this state;

(5) "broker" means a person who is not an agent of the
insurer and w ho, on behalf of the insured, for compensation as an
independent contractor by commission or fee, solicits, negotiates, or
procures insurance or reinsurance or the renew al or continuance of
insurance or reinsurance; or in any manner aids in the solicitation,
negotiation, procur ment, renewal, or continuance of insurance or
reinsurance, for insureds or prospective insureds not including the
broker;

(6) [(3)] "commissioner" means the commissioner of the

Department of Commerce and Economic Development;

-27- CSHB 46 (Jud)
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11 (7) [(A)] "court" means superior court;

(8) [(5)] "director” means the director of the division of

3 insurance;

4 (9) r(6)] "division" means the division of insurance,
bj Department of Commerce and Economic Development;

6 (10) [(7)] "domestic insurer" means an insurer formed under

the laws of this state;:

(11) "firV means an organization of two or more licensees
91 acting in association with each other, either in a partnership, corpo-
103 ration, or otherwise, or an organization in which a single licensee
”“i i has less than 50 percent ownership interest in the organization:
l]’i (12) [(S)] “"foreign insurer" means an insurer formed under
IJ the laws of a jurisdiction other than this state and includes an alien
H insurer:
1 (13) "Independent adjuster” means an adjuster representing

16 the interests of the insurer;

Y (LA)  f(9)] “"industrial life insurance" means that form of
L life insurance written under policies with a face amount of $1,000 or
+ less, with the words "industrial policy" imprinted on the face as part
20 of the descriptive matter, and under which premiums are payable month-
2 ly or more often;

2 (15) [(10)] "insurance" means a contract whereby one under-
23 takes to indemnify another or pay or provide a specified or determin-
> able amount or benefit upon determinable contingencies;

29 (16) [(11)] "insurer" includes a person engaged as indemni-
26 tor, surety, or contractor in the business of entering into contracts
27 of insurance or of annuity:

2 (17) [(12)]"person" has the meaning given in AS 01.10.C60
29

and includes an insurer, Lloyd's, fraternal benefit society, medical

CSHB A6(Jud) -28-



service or hospital service plan as defined in AS 21.87, iciprocal or
interi.nsurance exchange, syndicate, and any other legal entity engaged
in the business of transacting insurance, including agents, brokers,
and claims adjusters;

(18) [(13)] "policy" means thewritten contract of or writ-
ten agreement for or effecting insurance, by whatever name called, and
includes all clauses, riders, endorsements and papers attached to it
and a part of it;

(19) [(14)] ‘"premium" means the consideration for insurance,
by whatever name called, and by whatever method paid or collected,
including an assessment, or membership, policy, survey, inspection,
service or similar fee or charge made in consideration for an insur-
ance contract;

(20) "solicitor" means an individual authorized by an agent
or broker to solicit applications for insurance as a representative of
the agent or brokerand to collect premiums in connection with the
insurance;

(21)  [(L15)] "state” means a state, District of Columbia,
territory, commonwealth, or possession of the United States of
America;

(22) [(16)] "transact" with respect to insurance includes

(A) solicitation and inducement;

(E) preliminary negotiations;

(C) effectuation of a contract of insurance;

(D) transaction of matters subsequent to effectuation
of the contract of insurance and arising out of it;

(23) [(17)] "unauthorized insurer" means an insurer not
authorized to transact insurance in this state.

Sec. 44. AS 21.90 is amended by adding a new section to read:
-29- CSHB 46(Jud)
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Sec. 21.90.910. EXCEPTIONS FROM DEFINITIONS. The definitions of
"adjuster," "agent,” "broker," "firm," and "solicitor" in AS 21.90.900
do not include

(1) individuals employed and used by agents for tI® perfor-
mance of clerical, stenographic, and similar office duties; incidental
taking of an application for insurance from time to time in the office
of the employing agent if the employee's compensation is not contin-
gent upon orrelated to the volume of applications, insurance, or
premiums;

(2) the attorney-in-fact of a reciprocal insurer, or the
salaried traveling representative of a reciprocal or mutual insurer
not compensated on a commission basis.

* Sec. 45. AS 21.03.030, 21.03.040, 21.03.050; AS 21.06.040; AS 21.27.-
040(b), 21.2/.470, 21.27.480, 21.27.490* 21.27.500, 21,27.510, 21.27.520;
AS 21.36.210(c), 21.36.210(e), 21.36.230, and 21.36.300 are repealed.

* Sec. 46. Sections 1 - 29 and 31 - 45 of this Act apply to insurance
policies entered into or renewed on or after the effective date of secs.
! - 29 and 31 -450f this Act.

* . Sec. 47Section 30 of this Act takes effect immediately under

AS 01.10.070(c).

CSHB 46 (Jud) -30-



SECTION BV SECTION COMMENTRHV
CSHB 46 (RIS)
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Prepared by: Alaska Diuision of Insurance
Date: 5/1/87?
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This committee substitute encompasses about 13 insurance Issues in
one “6mnibus" klllon insurance issues. Most of the i1tems contained in
the bill haue, at one time or another, been requested by the Diuision of
Insurance. The Diuision of Insurance supports this legislation.

The material that folloios mill attempt to identify each issue
addressed by the hill, enplain the purpose and to comment section by
section.

For ease in tracking the uarious issues, me haue prouided page breaks
folioiuing the commentary on each issue. The issues are:

General Rgents / Managers (Pages 2-3)

Continuous License (Pages 4-6)

Firm / Indiuidual License (Pages 7-9)

Broker Bond (Page 10)

Broker as Agent (Pages 11-12)

Producer Financial / Fiduciary Recounts (Pages 13-14)
Alien Trusts Deposits (Page 15)

Commercial Cancellation (Pages 16-19)

Pro Rata on Cancellations (Page 20)

Nurse Couerage (Page 21)

Relocation of Definitions (Page 22)

Elimination of Domestic Ta» Enemption (Page 23)
Remoual of Obsolete or Duplicatiue Prouisions (Page 24)
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Prepared 5/1/87

GENERAL RGENTS / MRNRCERS

This issue eliminates confusion with RS 21.09.280, which currently
attempts to distinguish between "general agents"™ who are required to
be licensed and "managers™ who are not. It .s a distinction that has
been difficult to apply. The basic role of both entities iIs often the
same, and the Alaska Insurance Code does not adequately make a
distinction between the two. The bill eliminates references to
managers and requires all general agents to be licensed. It then lists
those specific entities that will not be considered general agents.

Section 1. (Page 1, Lines 9-20)

RS 21.09 deals with insurance companies that apply for and are issued
a Certificate of Authority. These companies haue elected to make
themselues subject to regulation by the Alaska Director of Insurance
and ore referred to as admitted companies. The change in this Section
makes it clear that an admitted company may only do business
through persons or entities licensed by Alaska including general
agents.

Section 2. (Page 1, Lines 21-2” Page 2, Lines 1-16)

This Section remoues the references to managers. In §0), the point
that the general agent is licensed In the same manner as an agent
1icensed under RS 21.27, is clarified. This is a uiew that the Diuision
has applied in practice, but ismore than a little uague in statute.

In §0), the reference to RS 21.27.500 is remoued since its content is
incorporated in the newt Section.

Section 5.  (Page 2, Lines 17-29; Page 3, Line 1-2)

() in this Section, moues a prouision from RS 21.27.500. It prouides
that salaried employees of an insurance company are not subject to
license for their actiuities on behalf of the insurer, euen though that

Page 2
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Prepared 5/1/87

actiuity may naue the same appearance as a general agent.
Q) exempts persons or entities mho perform general agent type
services for an insurance company mhen that person or entity is:

(D a subsidiary of the insurance company;

(@ the omner of the insurance company; or

(@ omned by the holding company that omns the insurance
company.

Section 46  (Page 31, Lines 1-4)

This Section includes a repeal of AS 21.27.500, on line 2.

Page 3
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CONTINUOUS LICENSE

This bill introduces a continuous insurance license for agents, brokers,
solicitors, adjusters, and general agents, rather than the current
system requiring annual renemal. il licensees, homeuer, mill stall pay
an annual fee, and failure to pay mill result iIn revocation or
suspension of the license. This change should reduce the papermork
currently handled by the Division.

Section 2. (Page 1, Lines 21-29; Page 2, Lines 1-16)

Continuous license language appears on Page 2, Lines 9-13.

Section 4.  (Page 3, Lines 3-10)

Reference to renem is removed on Lines 5 06. The change on Lines 9
0" 10 isnot substantive.

Section 5.  (Page 3, Lines 11-28)

HS 21.27.030(a)(1) is a controlled business prohibition. The substance
of this paragraph has been moved tr>Section 6. &@) isrevised to deal
mith the nem applicant. Reference w renemal has been removed.
Section 6. (Page 3, Line 29; Page 4, Lines 1-7)

This addition to RS 21.27.030 addresses the controlled business
prohibition on an exist nq license.

Section 7.  (Page 4, Lines 8-29; Page 5, Lines 1-9)

Reference to renemal remoued on Page 5, Line 6.

Page 4
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Section 10. (Page 6, Lines 15-29; Page 7, Lines 1-3)

Reference to date of expiration isremoved on Page 7, Line 2.

Section 12. (Page 7, Lines 26-29; Page 8, Lines 1-9)

This Section addresses licenses for vending machines that dispense
policies of personal travel accident insurance. The only change of
substance is that on Page 8, Line 3 1ivhere reference to annual
continuation and expira&ion is removed.

Section 15.  (Page 8, Lines 10-22)

The references to renemal are addressed on Lines 11-13.

Section 17.  (Page 9, Lines 15-19)

The reference to renemal appears on Line 17.

Section 18.  (Page 9, Lines 20-26)

The reference to date o* expiration is removed on Line 24.

Section 22.  (Page 11, Lines 11-27)

This Section has been completely remorked to reflect continuous
licenses. In @ and &), annual fee dates differ in some cases from
current renemal dates. Under present lam, resident licenses expire on
June 30, except for brokers, mhich expire on December 31.
Nonresident agent and brokers expire a year from issue and
nonresident adjusters on June 30. The continuation fee proposed
mould be due on all agents, solicitors, or adjusters on June 30, and all
brokers on December 31.

Page 5
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The only other substantiue change appears in &d) u/here the sur—
charge for late renewal is established by regulation. This concept is
already the case for all other fees of the Diuision of Insurance.

Section 24.  (Page 12, Lines 16-29; Page 13, Lines 1-19)

The reference to refuse to renew iIs remoued on Page 12, Line 18.
Surplus lines broker licenses are not being changed to continuous
license. This accounts for the inserted language on Lines 19 and 20.
This type of licensee is the one that prouides entry to the nonadmitted
market place and is required to post a $200,000 bond. Further,
producers of business for risk retention groups or risk purchasing
groups under the recently passed Federal law must haue this type of
license. 0Je would prefer to see how things are going to shape up
with the new Federal Ret before we recommend a change

Section 26. (Page 13, Lines 25- 29; Page 14, Lines 1-7)

References relating to renewal remoued.

Section 27.  (Page 14, Lines 8-19)

References relating to renewal remoued.

Section 2B.  (Page 14, Lines 20-29)
References relating to renewal remoued.
Section 29.  (Page 15, Lines 1-7)
Reference relating to enpiration remoued.
Section 42.  (Page 24, Lines 16-22)
Reference relating to renewal remoued.

Page 6



CSHB 46 RIs) (4/29/87)
Prepared 5/1/87

FIRM / INDIUIDURL LICENSE

This portion of the bih creates a new distinction between indiuidual
licenses issued to indiuidual persons, and firm licenses issued to
associations of indiuidual licensees. Under current law, persons
operating under a fim"s license do not typically hold an indiuidual
license, but are named to act on the firm license. This renders
indiuidual accountability difficult. In some cases there isa constant
actwity on a fimm"s license file os indiuiduuls are added or deleted.

Also under current law, adjusting firms are not licensed, only
indiuiduals. We haue experienced situations where firms haue ignored
Alaska Law to the detriment of the public and indiuidual licensees
withir. the firm. This extends the accountability principle to adjusting
firms. It will yiue the Diuision of Insurance a better regulatory
auersight of the industry by requiring that euery person selling or
adjusting iInsurance contracts, whether indiuidual or firm, haue the
appropriate license.

Section ».  (r"age 4, Lines 8-29; Page 5, Lines 1-9)

This Section concerning examination of applicants for insurance
license has been changed to apply to indiuidual licensees. Since each
indiuidual s licensed it is not necessary to require that a firm be
examined. This is accomplished with insertions at Page 4, Line 10 and
Page 5, Line 3.

Section 8.  (Page 5, Lines 10-29; Page 6, Lines 1-8)
This Section addresses the qualifications for license. It has been
modified to make ttapplicable to indiuidual licensees. The language on

Page 6, Lines I and 2, auoid additional paperwork by prouiding that a
person acting on behalf of a firm is couered by the firm"s appointment.

Section 9. (Page 6, Lines 9-14)

Page 7
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This Section also addresses the qualifications for license. It applies to
firm licenses.

Section 10.  (Page 6, Lines 15-29; Page 7, Line 1-3)

The only changes of substance in this Section are found on Page 6,
Lines 22-25. The distinction between firm and curpsration is remoued.
fi definition for firm is introduced in Section 44 on Page 28, Lines
25-28. The only person to be named on a firm license will be the
principal or manager of the firm.

Section 11. (Page 7, Lines 4-25)

This Section requires thot the firm be licensed to the same extent as
persons employed by the firm. Use by a firm of unlicensed persons
who are required to be licensed is cause for reuocation or suspension.

Section 14. (Page 8, Lines 23-26)

This Section prouides that the firm broker bond couers indiuidual
broker members of the fimm.

Section 23.  (Page II, Lines 28-29; Page 12, Lines 1-15)

This Section addresses temporary licenses. It prouides for a
temporary license if the principal or manager should die. This isnot a
substantiue change.

Section 25.  (Page 13, Lines 20-24)

Since persons are no longer designated in the license to exercise Its
powers, the language has been reuised to acting on behalf of the firm.

Page 8
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Section 44.  (Page 27, Lines 16-29; Page 28, Lines 1-29;
Page 29, Lines 1-29; Page 30, Lines 1-16)

Definition of "firmm" introduced on Page 28, Lines 25-28.

Section 46.  (Page 31, Lines 1-4)

AS 21.27.040(b) 1s repealed on Line 2. This is the subsection that
requires firms to designate all indiuiduals on the firm license.

Page 9
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BROKER BOND

This section proposes to increase the bond required of a broker from
the current $5,000 to $10,000. The bond is available for the people of
the state. The increased bond uiill haue an increased cost, but the
amount iIs not excessive This is not a Division of Insurance proposal,
but we have no objection to It

Section 14.  (Page 8, Lines 10-22)

The increased bond amount appears on Lines 16 and 13.

Page 10
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BROKER RS RGENT

Alaska currently licenses tmo kinds of insurance producer under RS
21.27, agent and broker. The agent represents an insurance company
through appointment and contract. On the other hand, the broker
represents the purchaser of insurance. It is typical for an insurance
producer to hold both types of license. R purchaser of insurance
usually does not knom, under mhich license a producer is acting. Host
Insurance producers do try to balance the interests of the purchaser
of couerage and the prouider of couerage, and some do this quite mell.
Normal ly this isnot an issue of concern, but mhen a producer becomes
insoluent or has misused trust account monies, the issue can be uery
important.

If an agent collects premium funds for an insurer, the insurer 1is
deemed to haue receiued those funds mhether they are sent to the
insurer or not. UJhen the insurer sends notice of cancellation for
nonpayment of premium, the insured need unly shorn his cancelled
check and the couerage mill be reinstated.

IT a broker misappropriates premium funds, and does not pay them to
the insurer or intermediary, and a notice issent by the company mhich
has not receiued payment, the couerages are generally not reinstated.
The Diuision has had tmo major cases of this description and a number
of smaller ones, mhere the public has been hurt. The resolution is to
prouide that mhen a broker places couerage mhich can be euidenced
by a binder, issuance of a policy, or some acknomledgement from the
Insurer or Its representatiue, then the insurer is considered to haue
receiued those funds mhether it has or not. The broker is considered
to be the agent of the company for purposes of premium collection.

An additional issue, iIs the need to haue the producer collecting funds
at the initiation of the transaction, clearly state that he iIs acting as a
broker and couerages are not bound until confirmed by an insurer, or
to return the funds to the purchaser of couerage.

Page 11
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Section 15.  (Page 8, Lines 10-22)

This Section deals with the brokers® bond. One group of persons who
could be aduersely impacted wigh "agent as broker", is the wholesale
broker or general agent who in between the producing broker and
the insurance company. It is possible that they might bear the
financial brunt of this solution. Relief is offered by allowing them to
access to the brokers® bond.

Section 15.  (Page 8, Lines 27-29; Page 9, Line 1)

This Section makes clear the fact that the broker cannot bind an
insurer.

Section 16. (Page 9, Lines 2-14)

This Section establishes the concept of "broker as agent for purposes
of premium collection." (d) newly prouides that o broker may not

knowingly accept payment for couerage until that couerage 1is
authorized by an insurer.
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PRODUCER FINBNCifIL | FIDUCIARY ACCOUNTS

The Diuision has been working with the Alaska Association of
independent Insurance Agents and Brokers concerning financial
problems with some iInsurance agents and brokers and their handling
of insurance premium monies. To this end, we haue aided in
deueloping some clarifications to those sections of the insurance
code.

Agents and brokers are required to receiue insurance premium monies
in a fiduciary capacity. Unfortunately, the first sign that all is not well
with an agents® or brokers® fiduciary account is when it is too late.
One good indicator of a deueloping problem would be good accounting
records accessible by the Diuision, which are required with this bill.

The Diuision has need of tools that can be used to resoiue fiduciary
and financial difficulties at an earlier point in time. One tool is the
ability to reuiew financial summaries or detail, such as trial balance,
Income statement, journal detail, etc. in a Diuision of Insurance office
for enamination when requested. These documents would be
confidential.

The clarifications addressed in this issue coupled with the Broker as
Agent resolution should manimize protection to insurance purchasers.

Section 19.  (Page 9, Lines 27-29; Page 10, Lines 1-9)

This i1sa new requirement specifically requiring an agent or broker to
haue accounting and Tfinancial records and to maintain them in
accordance with generally accepted accounting principles. These
records are aueilable for reuiew and are confidential when iIn the
possession of the director.

Section 20.  (Page 10, Lines 10-21)

gb) contains the requirement for a premium fiduciary account. The
change clarifies the fact that other funds can not be commingled with

Page 13



CSHB 46 (RIs) (4/29/87)
Prepared 5/1/87

it eucept as specifically permitted in Section 21

Section 21.  (Page 10, Lines 22-29; Page 11, Lines 1-10)

g0 permits a limited commingling of nonpremium funds in the
fiduciary account for specific premium related purposes. Accounting
for nonpremium funds iIs required.

8e) makes clear that the premium funds required to be iIn the
fiduciary account can not be used or represented to be asset funds.
Funds optionally permitted to be iIn the fiduciary account, such as
reserue funds are an asset of the agent or broker.

) introduces a definition for "fiduciary account."
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ALIEN TRUST DEPOSITS

This issue is considered the #1 priority legislatiue need this session
and it relates to the trust fund requirements for alien surplus lines
insurers wishing to business in Alaska. An alien insurer isone formed
under the laws of a country other than the United States.

At the present time, AS 21.34.040(c) prouides that an alien surplus
lines 1insurer must maintain a trust fund for the benefit of
policyholders in the United States in an amount not less than $3.5
million. That $3.5 million figure is scheduled to increase to $5 million
on June 20, 1987. This portion of the bill would eliminate this
scheduled increase and reduce the trust fund requirement to $1.5
million, the leuel required before June 20, 1985.

This proposal would auoid the necessity to declare as ireligible,
approuimately 95% of the alien surplus line companies doing business
in the Alaska market. There is a great deal of concern about the
reduction of auailable insurance markets for euposures in this state.
If the current language In statute were to be enforced, many insurers
who now prouide ualuable markets would be ineligible for use here.
Alaska 1is out of step with the rest of the country on this issue where
the norm 1is a deposit of $1.5 million. This proposal does not impact
the minimum capital and surplus required of alien insurers.

Section 30.  (Page 15, Lines 8-29; Page 16, Lines 1-12)
The language to accomplish the change noted aboue appears on Page

15, Lines 21-22. Other changes are not substantiue.

Section 48. (Page 31, Lines 8-9)

This Section i1san immediate effectiue date for Section 30 only.
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COMMERCIRL CRNCELLRTION

RS 21.36.210 - 310 currently places a limitation on an 1insurance
company®s right to cancel in mid-term, personal lines of insurance,
such as automobile insurance or homeowners insurance. This whole
section of law deals with insurer initiated cancellations. The
insurance crisis of the past few years, accented the need that this
kind of protection should also be prouided for commercial policies.

To accomplish this, It 1s necessary to substantially rework RS
21.36.210 - 310. R number of sections haue been relocated and a
distinction made between personal insurance and business or
commercial insurance. The personal insurance limitation is unchanged
eucept that notice period has been reuised. This issue has been the
one generating the most fine tuning during the hearing process.

The business or commercial insurance notice 1is similar to those in
many states. This proposal preserues the insurers right to cancel but
does require an adequate period of notice, a statement of the reasons
for the cancellation, and requires, In most cases, that any unearned
premium bs returned to the insured before the effectiue date of
cancellation, fl notice requirement has been added for an increase of
premium at renewal or a change In couerage. Notice must be giuen
prior to eupiration.

The normal period of notice for cancellation will be 30 days for
personal lines and 60 days for commercial and business insurance
policies. Notice for nonpayment will be 20 days. Notice for special
reasons such as suspension or reuocation of license, conuiction of a
crime related to the type of couerage prouided, and material
misrepresentation will haue a 10 day noti?e. Notice of nonrenewal
will remain at 20 days for personal insurance and will be 45 days for
commercial nonrenewals.

Section 31.  (Page 16, Lines 13-24)

No substantiue change.
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Section 32. (Page 16, Lines 25-29; Page 17, Lines 1-2)

No substantiue change. This is merely a relocation of RS 21.36.300.
Reference to some exceptions has been deleted since those will be
picked up under the commercial or business definition.

Section 35.  (Page 17, Lines 3-21)

No substantiue change.

Section 34.  (Page 17, Lines 22-29; Page 18, Lines 1-9)

This Section lists the notice periods for personal insurance.

Section 35.  (Page 18, Lines 10-29; Page 19, Lines 1-29;
Page 20, Lines 1-2)

8b) of this Section establishes the notice periods for business or
commercial insurance.

0O requires the return of unearned premium prior to the effectiue
date of cancellation. If the cancellation is for nonpayment, return of
unearned premium must occur within 30 days after notice of
cancellation is giuen. Rudits on auditabie policies must also be made
before the effectiue date of cancellation and unearned premium
returned before the expiration of the policy, where the reason for
cancellation is other than nonpayment, and some specified exceptions.

lilhile this may cause some difficulty for the insurer, it should be
remembered that this speaks to an insurer initiated cancellation.
Insurers can use tentatiue or projected numbers for the period
following the notice of cancellation. They often know they are going
to cancel, so usually they can also control the audit process. The
insured with an auditabie policy iIs entitled to the same protection as
an insured with a nonauditable policy. The insurer may elect to waiue
an audit on cancellation, which is their right currently. If the Diuision
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finds that the waiuer isnot inthe insureds interest, it can require that
an audit be made under Q).

&0 prouides that the Director has the authority to order an audit
warned by an insurer under 0. This would be done when the director
belieues an insurer is acting unfairly to on insured.

&) clarifies that a reason for cancellation will be giuen in all cases.

Section 56.  (Pag™ 20, Lines 3-21)

This section prouides for a notice to be giuen of a premium increase or
of a couerage change 20 days before expiration in the case of
personal insurance and 45 days before expiration in the case of
business or commercial insurance. This doe ..ot apply to workers”
compensation insurance.

Section 57.  (Page 20, Lines 22-29: Page 21, Lines 1-12)

The notice of nonrenewal is unchanged for personal insurance at 20
days. The notice of nonrenewal for business or commercial insurance
Is 45 days. Failure to giue required notice results in continued couer.

Section 58.  (Page 21, Lines 13-22)

No substantiue change.

Section 40.  (Page 22, Lines 10-16)

This section requires that a notice of cancellation be sent to the last
known address that the insurer haue a post office receipt of mailing.

Section 41.  (Page 22, Lines 17-29; Page 23, Lines 1-29;
Page 24, Lines 1-15)
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The definition of "business or commercial insurance” 1is new. The
remainder of the changes in this Section are not substantiue. The limit
on cancellation will extend to uessels under 50 displacement tons
which will couer most of Alaska"s fishing fleet.

Section 46. (Page 31, Lines 1-4)

RS 21.36.210(c) is repealed as it is not needed.

RS 21.36.210(e) is repealed because it has been relocated in the
definition of "personal insurance” on Page 23, Lines 18-29 and Page
24, Lines 1-4.

RS 21.36.230 is repealed as it is not needed.

RS 21.36.300 is repealed because 1thas been moued to Section 32.
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PRO RRTR ON CRNCELLRT18NS

There are two basic methods of computing return premium on U
cancelled policy. In industrg parlance, these are referred to os short
rate and pro rata. Short rate is used on a cancellation initiated by the
insured and has a built-in penalty. Pro rata is used on cancellations
initiated by the insurance company and the earned portion of premium
IS proportionate to the period of couerage. The short rate method of
computation 1is often a cause for complaint because of abuse. Most
complaints deal with the size of the penalty prouision.

Short rate penalty was originally intended to reflect an expense of the
insurer that was, for the most part, beyond the insurers® control. It
also prouides some protection from seuere market disruption. The
Diuision has considered the elimination of short rate by regulation, but
authority is uague. IDe would prefer to continue some form of short
rate penalty but be able to address the abuses.

Section 59.  (Page 21, Lines 23-29; Page 22, Lines 1-9)
This Section limits the short rote penalty to 7.5% of the unearned

premium.

Section 47.  (Page 31, Lines 5-7)
This Section makes clear that this new requirement does not affect

in-force contracts, thus sidestepping potential constitutional
conflicts.
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NURSE COUERBGE

This proposal will add nurses to the list of health care professionals
who can obtain professional ligbility insurance from the Medical
Indemnity Corporation of Rlaska which was formed under RS 21.88 in
1976. This is primarily a backup action since nurses haue recently
been able to put together a national program that appears to resolue
their availability difficulties. The Diuision of Insurance has no
objection to this proposal.

Section 45. (Page 24, Lines 23-29; Page 25, Lines 1-29;
Page 26, Lines 1-29; Page 27, Lines 1-15)

"Nurse" or "nurses", is added on Page 24, Line 27; Page 25, Lines 1, 4,
12, 13, 816 and on Page 27, Line 9.
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RELQCRTION OF DEFINITIONS

Definitions in the Insurance Code (Title 21) are found In RS 21.90. In
addition, chapters contain definitions that in some cases haue a more
general application. These should be located in the general definition
chapter. The changes in this case are not substantiue, but merely

represent relocation with one enception, the definition of "firm,"
which has been already discussed on Page 8-9, under Sections 10 0~ 44.

Section 44.  (Page 27, Lines 16-29; Page 28, Lines 1-29;
Page 29, Lines 1-29; Page 30, Lines 1-16)

1), "adjuster" on Page 27, Lines 19-25, was formerly RS
21.27.510(a).

g2, “4gent” on Page 27, Lines 26-29 and Page 28, Line 1, was
formerly RS 21.27.470.

8(5), "broker™ on Poge 28, Lines 8-15, wos formerly RS 21.27.480.
), "firm" on Page 28, Lines 25-28 isnew. See discussion on Page 8,

8(13), "independent adjuster" on Page 29, Lines 3-4, was formerly RS
21.27.510(b).

(), "solicitor” on Page 30, Lines 2-5, was formerly RS 21,27.490.

Section 45.  (Page 30, Lines 17-2.9)

This Section was formerly RS 21.27.520. No substantiue change.
Section 46.  (Page 31, Lines 1-4)

RS 21.27.470, RS 21.27.480, RS 21.27.490, RS 21.27.510, fr RS 21.27.520

are repealed as discussed In Sections 44 and 45 aboue.
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ELIMINATION OF DOMESTIC TRH EHEMPTION

This 1tem proposes to terminate a tan exemption presently granted to
a domestic Alaska insurer during i1ts first fine years of existence.
There is a potential constitutional issue with continuance of the tax
exemption. In the past, large national insurance holding companies
haue taken aduantage of this feature and in some coses, there has
been a strong question about whether some of those companies were
truly domestic Alaska insurers. The Diuision of insurance has no
objection to this proposal.

Section 46.  (Page 31, Lines 1-4)

AS 21.09.210(c) 1is repealed on Line 3, eliminating the domestic tax
exemption.
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REMOURL OF OBSOLETE OR DUPHCRTIUE PROLUSIONS

The present Insurance Code was adopted In 1966. Rt the time of
adoption, there were a number of prouisions intended to preuent
disruption of, then, current actiuities. These prouisions are no longer
since some 20+ gears haue passed and the sections are obsolete.
Included in the repeal is a section that duplicates prouisions of the
ethics hill adopted bg the Fourteenth Legislature.

Section 46.  (Page 31, Lines 1-4)

RS 21.03.030, RS 21.03.040, RS 21.03.050 and RS 21.06.040 are
repealed.
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GENERAL AGENTS / MRNRGERS

Section L.
Section 2.
Section 5.

Section 46

(Page 1, Lines 9-20)

(Page 1, Lines 21-29; Page 2, Lines 1-16)
(Page 2, Lines 17-29; Page 3, Line 1-2)
(Page 31, Lines 1-4)

CONTINUOUS LICENSE

Section 2.
Section 4.
Section 5.
Section 6.
Section 7.

Section 10.
Section 12.
Section 13.
Section 17.
Section 18.
Section 22.
Section 24.
Section 26.
Section 27.
Section 28.
Section 29.
Section 42.

(Page 1, Lines 21-29;Page?2, Lines 1-16)

(Page 3, Lines 3-10)

(Page 3, Lines 11-28)

(Page 3, Line 29; Page 4,Lines 1-7)

(Page 4, Lines 8-29; Page 5, Lines 1-9)
(Page 6, Lines 15-29; Page 7, Lines 1-3)
(Page 7, Lines 26-29; Page 8, Lines 1-9)
(Page 8, Lines 10-22)

(Page 9, Lines 15-19)

(Page 9, Lines 20-26)

(Page 11, Lines 11-27)

(Page 12, Lines 16-29; Page 13, Lines 1-19)
(Page 13, Lines 25- 29; Page 14, Lines 1-7)
(Page 14, Lines 8-19)

(Page 14, Lines 20-29)

(Page 15, Lines 1-7)

(Page 24, Lines 16-22)

FIRM /7 INDIUIDURL LICENSE

Section 7.
Section 8.
Section 9.

Section 10.
Section 11.
Section 14.
Section 25.

(Page 4, Lines 8-29; Page 5, Lines 1-9)
(Page 5, Lines 10-29; Page 5, Lines 1-8)
(Page 6, Lines 9-14)
(Page 6,Lines 15-29; Page 7, Linel-3)
(Page 7, Lines 4-25)
(Page 8, Lines 23-26)
(Page 11, Lines 28-29; Pagel?, Lines 1-15)
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Section 25.

Section 44.  (Page 27, Lines 16-29; Page 28, Lines 1-29;
Page 29, Lines 1-29; Page 30, Lines 1-16)

Section 46.  (Page 31, Lines 1-4)

BROKER BOND

Section 14.  (Page 8, Lines 10-22)

BROKER RS AGENT

Section 13.  (Page 8, Lines 10-22)

Section 15.  (Page 8, Lines 27-29; Page 9, Line 1)
Section 16.  (Page 9, Lines 2-14)

Section 19.  (Page 9, Lines 27-29; Page 10, Lines 1-9)
Section 20.  (Page 10, Lines 10-21)

Section 21. (Page 10, Lines 22-29; Page 11, Lines 1-10)

ALIEN TRUST DEPOSITS

Section 30. (Page 15, Lines 8-29; Page 16, Lines 1-12)
Section 48.  (Page 31, Lines 8-9)

COMMERCIAL CANCELLATION

Section 31.  (Page 16, L nes 13-24)

Section 32.  (Page 16, L nes 25-29; Page 17, Lines 1-2)

Section 35.  (Page 17, L nes 3-21)

Section 54.  (Page 17, L nes 22-29; Page 18, Lines 1-9)

Section 55.  (Page 18, L nes 10-29; Page 19, Lines 1-29;
Page 20, L nes 1-2)

Section 56.  (Page 20, L nes 3-21)

Section 37.  (Page 20, L nes 22-29; Page 21, Lines 1-12)
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Section 40. (Page 22, Lines 10-16)

Section 41. (Page 22, Lines 17-29; Page 23, Lines 1-29;
Page 24, Lines 1-15)

Section 46. (Page 31, Lines 1-4)

PRO RRTR ON CANCELLATIONS

Section 59.  (Page 21, Lines 23-29; Page 22, Lines 1-9)

Section 47.  (Page 31, Lines 5-7)

NURSE CQUERRGE

Section 45.  (Page 24, Lines 23-29; Page 25, Lines 1-29;

Page 26, Lines 1-29; Page 27, Lines 1-15)

RELOCRT1ON OF DEFINITIONS

Section 44.  (Page 27, Lines 16-29; Page 28, Lines 1-29;
Page 29, Lines 1-29; Page 30, Lines 1-16)

1), "adjuster" on Page 27, Lines 19-25, mas formerlg RS
21.27.510(a).

g2, "agent" on Page 27, Lines 26-29 and Page 28, Line 1, mas
Tformerly RS 21.27.470.

80), "broker" on Page 28, Lines 8-15, mas formerly RS 21.27.480.
@), "firm" on Page 28, Lines 25-28 isnem. See discussion on Page 8.

8(13), "independent adjuster” on Page 29, Lines 3-4, mas formerly RS
21.27.510(b).

(), "solicitor" on Page 30, Lines 2-5, mas formerly RS 21.27.490.
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Section 45.  (Page 30, Lines 17-29)
Section 46.  (Page 31, Lines 1-4)

ELIMINATION OF DOMESTIC TRH EHEMPT1DN

Section 46.  (Page 31, Lines 1-4)

REMOURL OF OBSOLETE OR DHPLICFITIUE PROUISIONS

Section 46.  (Page 31, Lines 1-4)
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Prepared bg Alaska Division of Insurance
Date: 5

This e{) gosal encompasses about 13 insurance |%stres in one "omnibus" bill on
Insurance Issues. Most of the items contained In the bill have, at one time or another,
been requested by the Division. The Division supports this legislation.

GENERALAGENTS/ MANAGERS

Thrs Issue elrmrnates contusron with AS 21.09.280, which currently attempts to distinguish

between "general agents" oare required fobe licensed and “managers” who aré’ not
The distinct ron Isdifficult to apply, since definition is unclear. The bill réquires all general
agents tobe rcensed and lists specific exceptions.

CONTINUOUS LICENSE

This bill introduces a contrnuous Ircense for %ﬂents brokers solrcrtors adjusters, and
?eneral agents, to.replace annual renewal. |censees will pay an annual fee with
aillure to pay resuiting in revocation, or suspension of license. Thrsc ange should reduce
the paperwark handled by the Division.

FIRM / INDIVIDUAL LICENSE

This portion of the hill creates a new distinction between individual licenses jssued to
mdrvrdua\INPersons and firm licenses. 1ssued to assoclations of individual licensees.
License will be re%urred for all rndrvrduals to provige Individual accountability. ~This
Prrncrﬁlewrllasob extended to ad rustrng Irms. We have experienced situatiors where
|rrtrrr]s t%vef ignored Alaska Law to the détriment of the public and individual licensees
within the firm.

BROKER BOND

This section proposes to increase the bond requrred of a broker from the current $5,000 to
$10,000. Thebond isavailable for the people’ofthe state. The increased bond will have
an Increased cost, butthe amount is notexcessive.

BROKERASAGENT

Alaska currently Ircensestvvokrndso msurance producer, agent and broker, The agent
represents an msurance compa ¥t rough apporntment an contract The broker does
not Producers typically hold hoth types of license. A purchaser of insurance usually
does not know which license is being used. This really becomes a concern when a
producer becomes insolvent or has misused trust account monies.
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This proposal provides thatwhen a broker places coverage which can be evidenced by a
binder, “issuance of a pollcly, or some acknowledgement from the insurer or “its
representative, then the insurer is considered to have received those funds whether it
has or notThe broker is considered to be the agent of the company for purposes of
premium collection,

PRODUCER FINANCIAL/ FIDUCIARY ACCOUNTS

The Division has been working with the Alaska Association of Independent Insurance
Agents and Brokers concerning financial problems with some insurance _agents ana
brokers and their handling of InsUrance prermium monies, Unfortunately, the firstsign that
all is notwell with an ai[gents or brokers" fiduciary account, inwhich he fequired to receive
all premium, iswhen If1s too late. One good indicator ofa developing problem would be
?ood accounting records accessible b,}/ e Division, which are requiréd with this bill. This
00l coupled with other items in this bill should maximize public protection.

ALIEN TRUST DEPOSITS

This issue is qur #{ priority legislative need this s?_ssio_n and itrelates to the trust fund
requirements for alien surplusTines insurers. An alien Insurer Is one formed under the
laws of anather country.

Statute now requires that an alien surplus lines insurer maintain a frust fund for_the
enefit of policynolders inthe United States inan amount not less than $3.5 million. That
3.5 million figtire 1s scheduleq to Increase to $5 million on June 20, 1987. This portion of

the bill would eliminate this scheduled ncrease and reduce the trust fund requirement to

$1.5 million, the level required by the other 49 states.

This proposal would avoid the necessity fo declare.as ineli?ible, approximately 95% of
the alien surplus line, companies doing business in the Afaska market, with resultant
reduction of available insurance markets for exposures inthis state.

COMMERCIAL CANCELLATION

The Insurance crisis of t‘]e p?st few'}gears, accented the neeﬁ tq provide some kind o[
Brotectlon Tor commercial policies. This proposal preserves the nsurers rignt to cance
ut d?es_ reqwﬁ an adequate period of notice, a statement of the reaSons for the
cancellation, and requires, In most cases, that any unearned premium be returned to the
Insured before the etfective date of cancellation. " A notice requirement has been added
for an Increase of premium at renews. | or a change incoverage. Notice must be given
prior to expiration.
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PRO RATA ON CANCELLATIONS

There are two hasic methods of computing return premium on a cancelled policy, which
are refemed toas pro rata and shortrate. Pro rata is used on cancellations intiatéd by the
Insurance company and the eamed portion of premium  is proportionate to the period of
coverage. Shart rate Is used ona cancellation Initiated by the insured ana has a built-in
penalty The short rate method of computation is often a cause for complaint because of
abuse. Mostcomplaints deal with the size of the penalty provision. This proposal places
a reasonable limiton the size of the penalty.

NURSE COVERAGE

This proposal will add nurses to the list of health care professionals who can gbtain
professional liability insurance from the Medical Indemnity Corporation.of Alaska. This is
primarily a backup’since nurses. have been able to put together a national program that
resolves their availability difficulties.

RELOCATION OF DEFINITIONS

Definitions_ in the Insurance Code (Title 21) are found In AS 21.90.  Inaddition, chaPters
contain definitions that Insome cases have a more general application. These should be
located Inthe general definition chapter. The changes inthis case are not substantive.

ELIMINATION OF DOMESTIC TAXEXEMPTION

This item P,ropose,s to terminate g tax exemption Ipre,sentl granted to a domestic Alaska
Insurer during itsfirstfive years of existence. There Isa potential constitutional Issue with
continuance of the tax exemption.

REMOVAL OF OBSOLETE OR DUPLICATIVE PROVISIONS
The present Insurance Code was adopted in 1966. A number of provisions intenced to
prevent disruption of activities still remain in statute. These provisions are now obsolete.

Included inthe repeal is a section that duplicates provisions of the ethics bill adopted by
the Fourteenth Legislature.
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AMENDMENT #1
RLTERNRT1DE#1
By Diuision of Insurance

[10n Page 16, Lines 13-29
Page 17, Lines 1-29
Page 18, Lines 1-10

Delete all language (Sections 31-33)

10n Page 18, Lines 11-15
Rewrite Section 34 to read:

"Sec. 34. RS 21.36.120(a) isamended to read:

(@ R property, casualty, or surety insurer [OR ITS EMPLOYEE OR
REPRESENTRTIUE, OR RN RGENT, OR SOLICITOR Jmay not pay, allow, giue,
or offer to pay, allow or giue, directly or indirectly, as an inducement
to insurance or after insurance has been effected, a rebate, discount,
abatement, credit or reduction of the premium named in the policy of
insurance, or a special fauor or aduantage in the diuidends or other
benefits to accrue thereon, or any ualuable consideration or
inducement, not specified in the policy, encept to the entint prouided
for in an applicable filing with the director as prouided by law. Rn
agent or broker may giue a rebate on a property, casualty, or surety
insurance, prouided the rebate results only in a reduction of the
commission due the agent or broker and does not reduce the amount
or type of Insurance couerage.

10n Page 26, Lines 23-29

Delete all language (Section 46)

10n Page 27, Lines 8-13

Delete all language (Section 48)
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[10n Page 33, Line 25

Change "52" to H47"

10n Page 33, Line 27

Change “52" to "47"

[1Renumber Sections as appropriate

Explanation:

This alternatiue is basically that discussed as the conceptual objectiue
sought by the House Judiciary Committee on 4/23/87. It permits
rebate by property and casualty agents and brokers but not by
insurers. It continues the present rebate prohibition for life, annuity,
disability, and title insurance.
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AMENDMENT#!

RLTERNRTIUE #2
By Diuision of Insurance

[10n Page 16, Lines 13-29
Page 17, Lines 1-29
Page 18, Lines 1-15

Delete all language (Sections 31-34)

10n Page 26, Lines 23-29

Delete ail language (Section 46)

10n Page 27, Lines 8-13

Delete all language (Section 48)

[10n Page 33, Line 23

Delete "RS 21.36.120(b)"

10n Page 33, Line 25

Change "52" to "46"

10n Page 33, Line 27

Change 52" to "46"

[1Renumber Sections as appropriate



CSHB 46 (Jud)
4127187

Explanation:

This alternatiue remoues the rebate repeal from the hill. This general
issue Is controuersial and the impact of the change It represents
should be giuen a good deal more thought. Our principal concern is the
impact on competition in the smaller communities and the opportunity
presented mith this legislation to the larger brokerage houses to
monopolize business.



CSHB 46(Jud)
4127187

RMENDMENT #1
RLTERNRTIUE #3
By Diuision of Insurance

[10n Page 16, Lines 13-29
Page 17, Lines 1-29
Page 18, Lines 1-10

Dolete all language (Sections 31-33)

[10n Page 18, Lines 11-15
Rewrite Section 34 to read:

"Sec. 34. RS 21.36.120(a) isamended to read:

(@ Ml property, casualty, or surety insurer [ OR ITS EMPLOYEE OR
REPRESENTRTIDE, OR RN AGENT, OR SOLICITOR 1may not pay, allow, giue,
or offer to pay, allow or giue, directly or indirectly, as an inducement
to insurance or after insurance has been effected, a rebate, discount,
abatement, credit or reduction of the premium named in the policy of
Insurance, or a special fauor or aduantage iIn the diuidends or other
benefits to accrue thereon, or any ualuable consideration or
inducement, not specified in the policy, except to the extint prouided
for in an applicable filing with the director as prouided by law. Rn
agent or broker may giue a rebate on a property, casualty, or suretu
Insurance, prouided the rebate

(1) results only In a reduction of the commission due the agent
or broker:

(2) does not reduce the amount or type of iInsurance couerage:
and.

() applies only to an insured with insurance premium in excess
of $50.000 per gear.

[10n Page 26, Lines 23-29

Delete all language (Section 46)



CSHB 46 (Jud)
4127187

10n Page 27, Lines 8-13
Delete all language (Section 48)
10n Page 33, Line 25

Change "527%o0 "47"

[10n Page 33, Line 27

Change *527%o0 "47"

[JRenumber Sections as appropriate

EHPlanation:

This alternative 1is similar to that discussed as the conceptual
objective sought by the House Judiciary Committee on 4/23/87. It
permits rebate by property and casualty agents and brokers but not
by insurers. It continues the present rebate prohibition for life,
annuity, disability, and title insurance. The difference betmeen this
alternatiue and alternatiue #1, is that the rebate prohibition mould
only be lifted on those cases mhere the premium is iIn encess of
$50,000.
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March 23, 1987

Rep. John Sund
P.O. Box V
Juneau, AK 9981l
Re: HB 46

Dear Representative Sund;

| wish to express my support for HB 46. As a
Family Nurse Practitioner and a Certified Nurse
Midwife | would like to be able to provide my ser-
vices to all clients and be fairly reimbursed.

Sincerely,
Georg Ann Beckwitt R.N.C., M.S.

Certified Nurse Midwife
Family Nurse Practitioner



Pouch V
Juneau,Alaska 99811
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peruse of “Ropresertaiiiies

Labor and Commerce Committee

Phone:
(907)465-3892

March 24, 1987

M EMOURANDUM

To Members, House Labor and Commerce Committee

From Representative Dave Donley, Chair

House Labor and Commerce Committee

Re Proposed CS HB 46 (L&C) W .0.#5-0306L

A new proposed CS for HB 46 (L&C), dated March 23, 1987, is in

your Committee folder.

The proposed CS reflects numerous technical changes from the

previous CS that were agreed on by the House Labor and

Commerce Subcommittee on HB 46.

The Subcommittee agreed that the following issues should be

brought before the full Committee for consideration in

preparing a final CS. They are:
1. Notice of Cancellation. HB 46 requires 60 days
notice of cancellation on commercial and personal
insurance. Representatives from the insurance industry
ask that we reduce that time. The prime sponsor of HB 46
asks that we leave the section as it is.
2. M ailing Address for Notice of Cancellation. HB 46
requires an insurance company to send notice of
cancellation to the address shown on the policy. |
believe we should require more effort on the part of the
insurer to make sure the notice of cancellation actually
reaches the insured.
3. 10 Day Notice of Cancellation. The Division of
Insurance suggested amending AS 21.36.220 to allow
insurers to cancel a personal insurance policy with only
10 days notice under circumstances listed under AS
21.36.215(a) subparagraphs 1 through 3.
4, Correct technical errors. Page 27, line 6 defines
"nurse" for the purposes of this section. "Nurse" is



already defined in current law, AS 21.77.900(121), so this

language is unnecessary.
In addition to technical changes, the Subcommittee agreed on
some substantive changes that are incorporated in the CS
before you today. They include:

1. Restoring the bonding requirement to $5,000, as in

current law.

2. A separate effective date for sections dealing with
the Alien Trust Fund.

3. Requiring insurers to obtain a receipt to show proof
of mailing and making the receipt presumptive evidence of
having met the notification requirements.



To: Members of the House Judiciary Committee

From: American Insurance Association, Tom Slagle
Date: April 8, 1987
Re: HB46

The American Insurance Association, representing 171
property-casualty insurance companies in the United States today,
supports legislation on cancellation and non-renewal of
commercial insurance policies that w ill both provide reasonable
protection for commercial insurance consumers, and provide
companies with the flexibility they neeu to react to changes
affecting individual risks.

There are several changes the AIA would urge you to
consider, and which we w ill be actively encouraging. Among these

concerns:

Sec 34: We support this section limiting the grounds
on which an insurer may cancel a business or commercial policy.
We would lik e to suggest an additional reason. This would be
violation of material policy terms and conditions by the insured.
As basic matters of contract law and equity, companies ought to
have the explicit authority to cancel or non-renew policies where
the insured has violated any material term or condition other
than those already specified in the section.

Sec. 35: We have four suggestions for changing this
section on cancellation notice for personal policies: (1) This
notice (as well as every other notice required to be sent to
insureds) should be sent not to the address shown in the policy,
but rather to the insureds' address last known to the insurer.
The "last known address" w ill always be as current, and wusually
more so, than the address on the policy; (2) The advance notice
should be reduced from 60 days to 30 days (except in those <cases
already indicated with shorter notice periods). A 60-day period
may be appropriate for commercial lines of insurance because of
the larger, or more unusual, risks involved:; a 30-day period is
more than adequate, however, for persons to obtain personal lines
of coverage,; (3) I'n the event that an insurer provides this
notice less than the required number of days in advance (but
s till at some point before the policy is to expire), the
cancellation should not be effective wuntil the required number of
days has passed; in other words, the notice period should "roll"

past the expiration date. This ensures that insureds w ill always



Memorandum to Members of the House Judiciary Committee
April 8, 1987
Page Two

have at least the minimum period of time to shop around for
coverage if their policy is cancelled; it requires insurers to
extend coverage even beyond what would have been the cancellation
date until the full notice period has been met; and it also
protects insurers from having to provide a full year (or other
term) of additional coverage merely because of a technical error.

Sec. 36: We have several of the same concerns on this
section, dealing with cancellation notice on commercial lines:
(1) Again, there is the problem of the address to which the
notice should be mailed; (2) We can live with the 60-day notice,
but only if there is a "rolling"™ provision, as described above;
(3) The requirement that notices be mailed by "certified mail”
should be dropped. California and other states that have imposed
“"certified mail"™ requirements on various notices have quickly
learned they create many problems and do not improve the quality
of notice. First, each consumer must individually go to the post
office, wusually during business hours, to get the letter, and
many consumers object to this imposition. Second, many consumers
fear that only bad news comes in such letters and refuse to
acknowledge their receipt (especially those consumers with

financial problems). In fact, more political pressure to drop
the certified mail requirement has come from consumers than
insurers; and (4) The time periods in subsection (c) are un-
realistically short especially where audits are required for
return of unearned premiums in the event of cancellation. The

specified periods of time are not practically reasonable.

Sec. 37: We would have several suggestions for this
section on non-renewal: (1) Again, the notice should be sent to
the last known address of the insured; (2) Again, a "rolling:
provision should be added, and coverage for any period of time
that extends beyond the expiration date should be determined
pro-rata, based on the previous year’s rate; (3) The time periods
should be no longer and ideally, should be shorter for both
personal and commercial lines than the notice periods for can-
cellation. As a practical matter, the factors involved in
non-renewal take longer to evaluate than those in cancellation;
(4) Insurers should also be required to provide similar notice of
premium increases, changes in deductibles, or reductions in
limits or coverages. These changes, arguably, can have the same
effect as non-renewal, and should be provided to consumers.

TJS:mb:dd: 11



April 14, 1987

Mr. Robert H. Ziegler, Sr.
127 N. Franklin
Juneau, AK 99801

Dear Bob,

| am an insurance broker specializing in aircraft insurance for all

types of Alaskan aviation risks. A copy of the Committee Substitute
for House B ill 46 (3/30/87) was sent to London for carrnent as to

how it would effect London Underwriters treatment of Alaskan aviation
risks. The reply included "The return of return premium prior to the
effective date of cancellation is quite onerous..." and that "The
London Market w ill not give coverage on this basis..."

The London insurance market is virtually the only source of aircraft
insurance in the state of Alaska. Clearly if this b ill is passed,
aircraft insurance in Alaska would not exist as we know it today.

It is entirely possible it would not be available at all.

In a broader view, it is my opinion that this is a bad b ill and that
it should not be passed. The b ill would significantly change the
method by which insurors conduct business and that almost certainly
Alaska would loose certain companies presently doing business here.
Why should they cornut capital to Alaska where they would be required
to submit to such one-sided contracts of insurance?

As a legislative committee member for the Alaska Independent Insurance

Agents and Brokers Association | am writing to express my desire that
you do everything in your capacity to k ill this bill.
PJD /ss

cc: Mr. Pat Cowan
AllIAB
P.O. Box 1547
Soldotna, AK 99669

1400 Benson BKd.. Suiie 410 Anchorage. Alaska 99503
Phone: (90")2"M825
FAX: (907)272-522?



INSURANCE cCoMbANY'
A policy ol service and protection
AVENDVENT #2

April 10, 1987

m m
Mr. Donald Koch APR.| 31987
State of Alaska
Division of Insurance
Pouch D
Juneau, AK 99811
Re: House Bill 46
Dear Don:
We are still concerned with the section of House Bill 46 that deals

with short rate penalties for cancellation. After a review of the
short rate tables filed by the National Council on Compensation
Insurance, we have to agree that there is a problem. On the other
hand, the Insurance Services Office short rate cancellation rule is
fair and | doubt that there have been any complaints filed over the
result of this approach.

The rule states "Compute return premium at .90 of the pro rata
unearned premium and round to the next higher whole dollar.” A ten
percent penalty does not seem unreasonable.

Our suggestion is that Section 21.36.255, Premium Refund, be rewrit-
ten as follows:

r

(a) If an insurance policy is cancelled', rejected, or rescinded
by the insurer or the insured, the insurer shall refund the
unearned premium paid to the insured. T-a insurer may not
provide a penalty for raid-term cancellation of a policy by
the insured that is more than ten (iO) percent of the
unearned premium and the premium charged may not be more
than that provided by the rating plan of the insurer for
that coverage.

Don, we feel this is a reasonable compromise and will contribute to
a more stable insurance marketplace.

Very truly'yours,

/

Carl L™ Anderson
Executive Vice president

CLA:hm

7001 Jewel Lake Road + Anchorage. Alaska 99502 ¢ Telephone (907) 248-2642 + Telex (090) 25~:56
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REPLY TO JUNEAU

April 29, 1987

Representative Mike Navarre
Alaska State Legislature

P. 0. Box V

Juneau, Alaska 99811

Re: House B ill 46
Our File No. 30-213 and 220-92

Dear Representative Navarre:

| am writing to you on behalf of my clients, State Farm
and Allstate Insurance Companies to reiterate their continuing
concerns as expressed in my testimony before the House Labor
and Commerce and Judiciary Committees regarding House B ill
46 .

State Farm and Allstate Insurance Companies are deeply
concerned about the extended time periods for notice of
cancellation and non-renewal that House B ill 46 would impose.
Currently, an insurer must give twenty days' notice of
cancellation on personal lines of insurance. The original
sponsors' version of HB 46 increased this to thirty days.
That increase we would not vehemently oppose. However, with
little reasoning expressed, the House Labor and Commerce
Committee increased the period to sixty days. That increase
we strongly oppose as well as the sixty day notice period HB
46 imposes on commercial lines.

Our <clients believe the 60 day periods are unnecessary
and unduly increase an insurer's exposure on bad risks,
thereby inviting high cost claim s, the cost of w hich w ill
ultimately be borne by all policyholders. It must be
remembered that only in certain, statutorily specified
instances can an insurer even exercise its right to cancel
personal lines. Reasons such as gross negligence of the

insured and uninsurability of the property for either personal



Hughes Thorsness Gantz Powell & B rundin

. ATTORNEYS AT LAW
Rep. Mike Navarre

April 29, 1987

Page 2

or commercial lines would still require sixty days' notice of
cancellation. These are clearly warranted, justifiable
reasons for cancelling a policy and to require an insurer to
stay on these bad risks for sixty days is unduly onerous.
This is likewise true of the forty-five day notice of
non-renewal for commercial lines.

We recognize that the competing interests of the
insurer in minimizing its exposure on a bad risk and providing
the insured with adequate time to make other insurance
arrangements must be harmonized. We believe imposing a thirty
day notice of cancellation requirement for personal and
commercial lines and a thirty day notice of non-renewal for
commercial lines strikes the balance between these competing
interests. It is disadvantageous to all policyholders to
require the insurers to remain on a bad risk for extended
periods of time as wultimately, all will bear the costs of the
claims incurred as a result of these bald exposures.

On behalf of our clients, we respectfully request that
House B ill 46 be amended to address these concerns.

Please contact me if | may provide additional

information or answer any questions.

Sincerely,

HUGHES, THORSNESS, GANTZ,
POWELL & BRUNDIN

Donna P. Walker

DPW/mh
1743A



ALASKA CHAPTER OF THE AMERICAN COLLEGE OF NURSE-MIDWIVES
BOX 9616 HILAND ROAD
EAGLE RIVER, ALASKA 99577
June 19 1987

Rep. John Sund
Alaska State Le%lslature
P.0. Box V (MS 3100)
Juneau, Ak 99811

Dear Representative Sund:

On behalf of the Alaska Chapter of the American College of
Nurse-Midwives, | want to thank You for your efforts on behalf of HB 46
g\n Act Relating to Regulation of Insurance; and Providing for an Effective
ate ). We understand that the bill has been signed b{/lthe governor. We
will now be contacting the Division of Insurance and MICA regarding our
participation in the program.

Sinceyely,
e

Pat Crevensten, CNM Secretary




. HOUSE COMMITTEE REPORT
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Date referred: 1/ 19/87 FURTHER REFERRALS: Judiciary
DATE:
The Labor & Commerce Committee has considered HB 46
"An Act relating to insurance agents and brokers; and providing for an

effective date."

RECOMKEITDS:

[ ! replace with rit C A \y flv the same title

[V/] a new title
[ 1 attached amendment(s)
do pass

do not pass

no recommendation

individual recommendations
additional referral to the Committee
ADOPTS: [ ] letter of intent

ATTACHES KKrT FISCAL NOTE(s)

[ ] fiscal impact [ ] same as previous fiscal note
[ ] zero fiscal note published
[ ] zero with analysis [ ] same as previous zero fiscal

note published

SIGIUEG DO PASS: SIGHING OTHER RECOI4KEIIDAT10KS.
w \ \Y
I--, I\ / | l«/>AA 0 °‘Ci ~1i6 [IjL> ,

2 /]
-ir.

Chairman®s signature
/



STATE OF ALASKA 1987 LEGISLATIVE SESSION

FISCAL NOTE
Dill Version : CSHB 46 (L&C)

REQUEST: Rublish Date:HOUSE 3/30/87
Revision Dale: Agency Affected: Div- of Insurance-DCED
Tide: An Act relating to insurance; BRU -

and providing for an effective date.

Sponsor: Navarre,Sund,hwacShammer Components :

Reqestor T House Labor & Commerce

EXPENDITURES/REVENUES: (Thousands of Dol lars)
OPERATING FY 87 FY 83 FY 89 FY 90 FY a1 FY 92

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES

EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING 0 0 0 0 0 0

CAPITAL 0 0 0 0 0 9

REVENUE 0 0 0 0 0 9

FUNDING: (Thousands of Dollars)

GENERAL FUND

FEDERAL FUNDS

OTHER

TOTAL 0 0 n n 9 0

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS : Atach asgarate page ifrecsssary)

Phone: 465-2515
Division : Date: W MM -

Approved by Date:
Agency:
Distributian  (by preparer ):

Legislative Finance

Legislative Sponsor

Requestor

Office ofManagement and Budget

Inpected Agoncy(iics)

Serate Seoretary






! OIF ATLASTKA POUCHY . STATE CAPITOL
JUNEAL. AIASKA <1811

THf1U H H T 0 H O T ® 907*65-3600

L EGIATNE AFARS AENCY

LEGISLATIVE REFERENCE LIBRARY
May, 1988

Copies of minutes listed below were originally included
in this file. The minutes are available on the STAIRS
database CMPR. In order !0 save.space copies of minutes

have not been left in the files.
Mary Van Nimwegen

2,/t*o [/ S?



STATE OF ALASKA 1986 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date = — ————— _
RFPL'EST FISCAL PF.TAIl,

Dill/Reolution No .. HB52 Agency Affected Dent, of Administration
1f‘rﬂef:"An Act relatinn to reotor vehicle BRU : Public Defender Agency
orfeiture.”

Sponsor.  Rep. Kononen Components' Third Judicial District
Requestor: BdISg Tndiciery

DateofRequest:Eah. 1X> igR7

EXPF.NDITURF.S/REVF.NUES : (Thousands of Dollars)

OPERATING FY 86 FY 87 FY 88 FY 89 FY 90 FY 91
PERSONAL SERVICES 110.7 115.1 119.7 1245
TRAVEL
CONTRACTUAL 5.0 5.2 5.4 b
SUPPLIES )0 1.0 i.Z
EQUIPMENT 2 n
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOQUS

TOTAL OPERATING 1 -0- 119.7 1213 126.1 131.3

CAPITAL

REVENUE

FUNDING : .(Thousands of Dollars)

GENERALFUND - 0- 119.7 121.3 126.1 131.3
FEDERALFUNDS 1
errHER )

TOTAL - 197 _ retez 1 12601 plN

POSITIONS

FULL-TIME -0- 2.0 o 2.0 2.0
PART-TIME
TEMPORARY

ANALYSIS : Attach aseparate page ifnecessary

See attached analysis

Prepared by 3=t Salemi, Pep. Public Defender
Division = Public Defender Agency

Phone: 203-7541 1447

Date:

Approved by Commissioner: ' /lc IL Date: & - /| * 7
Agency : LpL u-nkitS }) , <a’r-*Ls /
Distritution (by AYency prevering fisal fote)-

Legislatave Finance

Legislative Sponsor

Requestor

Office of Management and Budget
Impacted Agencv(ies) page—L_ of _2 - 10/25/85



CONTINUATION of FISCAL NOTE ANALYSIS

For Kill/Resolution No. HB52

This bill would amend AS 28.35.036(a) to require the state to move the
court to order forfeiture of a motor vehicle involved in the commission
of the offense of Driving While Intoxicated or Refusal to Submit to a
Chemical Test in every case where the convicted person has been
previously convicted more than once of the same or substantially similar
offenses. The Public Defender Agency believe that the proposed amendment
would not serve to punish defendants in any appreciable way but would
instead create an expensive, time consuming and generally fruitless
exercise for the criminal justice system as a whole.

The vast majority of defendants who would be subject to the provisions of
this law do not own the vehicles that they were driving at the time they
were apprehended. According to the Division of Motor Vehicles, more than
70% of third time Driving While Intoxicated defendants do not own the
vehicle. Forfeiture of a vehicle not belonging to a defendant would
therefore not serve to penalize a defendant in any way, but would devolve
into a confrontation between the state and the legal owner, who could be
a completely innocent third party who owned the vehicle outright, or an
equally completely innocent lienholder, such as a lending institution or
financing agency.

The effect of the mandatory forfeiture procedure, then, would be to
embroil the state and the legal owners of the vehicles in an unnecessary
and burdensome legal battle refereed at additional time and expense by
our court system. In addition, these forfeiture proceedings would
typically involve vehicles whose value would not warrant the exercise.

Ic is anticipated that this proposed amendment would require the services
of an additional Attorney IIl and a Paralegal Assistant Il to compensate

for the increase workload. This would require an initial budget of
119.7.

BUDGET ANALYSIS

100 Personal Services: Anchorage

Attorney 111 65.9
Paralegal 11 44.8 110.7
300 Contractual:
Space, experts, etc. 5.0
400 Supplies: 1.0
500 Equipment (One Time) 3.0
Total 119.7
2

2
page of
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STATE OP ALASKA 1987 LEGISLATIVE SESSION
FISCAL NOTE
Bill Version: HB 52
HEfIHEH Xi Publish Date:
Revision Date* 2-20-87 Agency Affected™ Alaska Court System
Title>* An Act Relating to Motor BRU: Trial Courts
Vehicle Forfeiture

Sponsor: Koponer. Components*
Requestor: House Judiciary Committee
JBXBBNDITURBS/REVENGQES: (Thousands of Dollars)

OPERATING FY 87 FY 88 FY 89 FY 90 FY 91 FY 92
Fersonal Services 74,7 74.7 74.7 74,7 74,7
Travel » o, o« L, .
Contractual *

Supplies

Equipment 14,4
Land & StrucCtUTEesS s
Grants & Claims e ,o»

TOTAL OPERATING 0,0 89,1 74,7 74.7 74.7 74.7
O o I
REVENUE s e e

FUNDING: (Thousands of Dollars)
General Funds 0.0 89.1 74.7 74.7 74.7 74.7
Federal Funds e eoft EEELEE | I i o e ft o . t 0 & ft ft f
Other f £t £ « | i i EE -t -t t - t &t ft «
TOTAL 0.0 89.1 74.7 74.7 74..7 74.7
POSITIONS:
Full-time oo ft f e o f e o ft t t « I t
Part-time 4,0 4.0 4,0 4.0 4.0
Temporary » e f f t &t f & ot ft t o« £ K
ANALYSIS: (Attach a separate page if necessaly)
See attached analysis,
Prepared by* Karla Forsythe, GeneralCounsel Phone: 264-B?7,28
Division~* Alaska Court System Date* 2-20-87
Approved by: Date: 2-20-87
Agency: Alaska Court System -
v f
Distribution (b™ preparer):

Legislative Finance

Legislative Sponsor

Requestor

Office of Management & Budget

Impacted Agency(ies)

Senate Secretary Page 1 of 3




ALASKA COURT SYSTEM
HB 52 - An Act Relating to Motor Vehicle Forfeiture
FISCAL NOTE ANALYSIS (Revised)

Personal Services: Salary Benefits Total

Law Clerk, Range 13A,
Anchorage, PPT - 6 months $13,302 $4,564 $17,866

Pro Tem D istrict Court Judge,
Anchorage, ppt - 6 months 8,352 8,875 17,227

Law Clerk, Range 13A,
Fairbanks, PPT - 6 months 15,186 4,983 20,169

Pro Tem District Court Judge,

Fairbanks, PPT - 3 months 9,521 9,893 19,414
Total Personal Services $74,676

Equipment: (one time items)
Desk, chair, filing <cabinet, and typewriter 14,376

mmwmimiw nm

Total Cost $89,052
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ALASKA COURT SYSTEM

HB 52 - ANALYSIS
(Revised 2-20-87)

This measure would require prosecutors to file and courts to
hear a motion in every case specified under AS 28.35.036¢(a).
Under currant law, the state has discretion to file a
forfeiture motion, and the court can act only if a motion 1b
filed.

The Department of Law indicates that such a motion would be

made in approximately 400 cases annually, primarily in
Anchorage and Fairbanks. It is assumed that spouses or lien-
holders will aesert an interest in approximately 90% of the
cases. Approximately one-half of these cases are expected to
be highly contested. It 1b assumed, based on information
provided by the Department of Law, that in-court time for
these motions will average two hours, The legislation will
also impact case processing. A legally-trained person must
review paperwork and prepare the file for appropriate and
expeditious disposition by the judge, ThiB function is
performed b” law clerks. Given the volume of anticipated
cases, it is assumed that one additional permanent part-time
law clerk and one part-time pro tem judge for the district
court in both Anchorage and Fairbanks would be required.

Additional clerical time could be absorbed.
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STATE OP ALASKA 19B7 LEGISLATIVE SESSION
FISCAL NOTE

Bill Version: HB 52
JREQPEST.i Publish Date:
Revision Date: Agency Affected: Alaska Court System
Title: An Act Relating to Motor BRU: Trial Courts
Vehicle Forfeiture
Sponsor: Koponen Components:
Requestor: House Judiciary Committee
OPERATING FY 87 FY 38 PY 39 FY 90 FY 91 FY 92

Personal Services c e e 38.0 38,0 38.0 38.0 38.0
Travel ; e
Contractual
Supplies
Equipment . 7.2 ; e ;
Land & Structures ; e e e e e
Grants & Claims - e e e e e e eee e i

TOTAL OPERATING 0,0 45,2 38.0 38.0 38. 0 38.0

~~CA?I1TAL e e . 7. . . e 7
"revenue - e .. .y e . 7 7 7 . s - e . , - 17

JiIULIQXNOj (Thousands. olJLH&Llaits]
General Funds 0,0 45.2 38.0 38.0 38.0 38.0
Federal Funds C e - . 3 mmmemmmmmeee e e
Other e e e e e e e e eeaeeaaae -

TOTAL - 0.0 45,2 38.0 38,0 38.0 38.0
ioSXTIONST ~ bbbt et
full-time e - e e e e - .. .
Part-time e 2.0 2.0 2.0 2.0 2.0
Temporary ; .
MM iYSISj; (Attach a. separate page If necessary)

See attached analysis.

Prepared by: Karla Forsythe, General Counsel Phone: 264-8228
Division: Alaska Court Systenm Date: 2-10-87
Approved by: Director Date: 2-10-87

Agency: Alaska Court System

Distribution (by preparer);
Legislative Finance
Legislative Sponsor
Requestor
Office of Management & Budget
Impacted Agency(ies)
Senate Secretary Page 1 of 3



ALASKA COURT SYSTEM
HB 2
ANALYSIS

This measure would require prosecutors to file and courts to hear a motion in
every case specified under AS 2835.036(a). Under current law, the state has
discretion to file a forferture motion, and the court con act only If a motion Is
filed.

The Department of Law Indicates that such motions would be mede in approxi-
mately 400 cases, primarily In Anchorage and Fairbanks. It Is assumed that
spouses or lienholders will assert an Interest in the vehicle In approximately 96
of the cases- Although some additional time In court will result, the primary
Impact is on case processing, A legally-trained person must review paperwork
and prepare the file for appropriate and expjditious disposition by the judge.
This function is performed by legal technicians. Given the volume of
anticipated cases, It Is assumed that one additional permanent part-time legal
technician for the district court In both Anchorage and Fairbanks would be
required.  Additional judicial and clerical time could be absorbed,

2/10/87-5



ALASKA COURT SYSTEM
HB 52 - An Act Relating to Motor Vehicle Forfeiture

FISCAL NOTE

Personal Services: Salary Benefits

Legal Technician, Range 13A,
Anchorage, PPT - 6 months $13,302 $4,564

Legal Technician, Range 13A,
Fairbanks, PPT - 6 months 15,186 4,983

Total Personal Services
Equipment: (one time 1items)
Desk, chair, filing cabinet, and typewriter

Total Cost

Total

$17,866

20,169

$38,035

7,188

— 0 m nmmm

$45,223



STATE OF ALASKA 1987 LEGISLATIVE SESSION

Bill Version - . HB 52
REQUEST: Abliish Date :
Revision Date: Agency Affected: Department of Law
Title : "An Act relating to motor vehicle BRU: _£rosecution

forfeiture.”

Sponsor: _ Components «Third Judicial District

Requestor
EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERAT'NG FY 87 FY 88 FY 89 FY 90 FY 91 FY 92
PERSONALSERV'CES 132.7 136.7 140.8 145.0 149 .4
TRAVEL 3.6 3.7 3.8 3.9 4.0
CONTRACTUAL 38.8 40.0 41.2 42 .4 43.7
SUPPLIES s 8.0 8.2 8.4 8.7
EQUIPMENT 11.0 o- o- 0- o-
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEQUS
TOTAL OPERATING 198.4 188.4 194.0 199.7 205 .8

CAPITAL

REVENUE
FUNDING:  (Thousands of Dollars)

GENERALFUND 198.4 188.4 194.0 199.7 205.8
FEDERAL FUNDS

OTHER

mTAc

POSITIONS:

FULL-TIME 3.0 3.0 3.0 3.0 3.0
PART-TIME

TEMPORARY

ANALYSIS : (Attach a separate page ifnecessary)

Please see attached analysis.

Preparedby: Richard 1. PeguesV Bitrector___ Phone : 465-3672
Division :  Administrative Services Division Date:  Febv. o 1087
Approved by Commissioner: Grace Berg ~chaible, Attv. Gen. Date : Feb. 9, 1987
Agency : Department of Law
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CONTINUATION of FISCAL NOTE ANALYSIS

For Bill/Resolution No. 5-

This bill amends AS 28.35.036(a) by mandating that the state
seek forfeiture of the motor vehicle 1involved if the convicted person
has been previously convicted more than once for driving while
intoxicated or for refusing to submit to a chemical test. Under current
law, the state has the option of seeking forfeiture, but it 1is not
mandated to do so.

Department of Law records, as well as those of the Division of
Motor Vehicles, indicate that the department would have to seek
forfeiture in 300 to 400 cases annually, where it does not do so now.
The forfeiture process can be somewhat complicated whenever parties
other than the person convicted hold an ownership or security interest
in the vehicle involved. A separate court hearing would have to be held
in each individual case. A title search of each vehicle would have to
be conducted. All third parties with an ownership interest would have
to be notified so that they may assert their ownership 1interest at the
hearings. If a third party proves their ownership or security interest,
and proves that they did not know or have reasonable cause to know the
vehicle would be used in the commission of an offense, the vehicle and
title to vehicle 1is released to the party holding ownership, or an
amount equal to the value in the vehicle held by the party holding a
"_ecurity interest 1is paid to that party. In any event, a substantial
amount of resources will be required to acquire and hold vehicles, and
to manage the proceeds from vehicles that have been sold.

Attorneys with the Municipality of Anchorage, which conducts a
municipal forfeiture program under AS 28.35.038, have advised us that
ownership or security interests are held by persons other than the
person convicted of an offense in 90 to 95 per cent of the cases that
they have handled. Thus, it appears that very few forfeitures will be
straightforward or without need for <costly legal proceedings. The
Department of Law estimates that at least one attorney 111, one
paraprofessional, and one clerk typist will be required to prepare and
handle forfeiture actions. In addition to normal personnel and support
costs, a sum of $25,000 will be needed to publish legal notices for lien
holders, and others with ownership 1interests who cannot be easily
contacted or readily identified. Other departments that will also
probably see a fiscal 1impact if this bill is enacted are the Public
Defender and the Court System, who would experience increased caseload.
Likewise, the Department of Public Safety, who would be responsible for
holding and disposing of vehicles, and for remitting the proceeds of
sales .hose having security interest in many of the vehicles that are
to be sold, will also experience a fiscal impact. The department
recognizes the valuable social purpose that this bill serves; however,
it must caution against burdening it with new responsibilities 1in a
budget year when many of the department®s core prosecution functions are
being severely curtailed due to budget constraints.



CONTINUATION of FISCAL NOTE ANALYSIS

For Bill/Resolution No. HB

HB 52 Fiscal Analysis

Funding Supmary

Atty 111 P/A 11 Clerk Typist 111 Total
71000 62.5 42.6 27.6 132.7
72000 1.8 1.8 -0- 3.6
73000 29.8 4.8 4.2 38.8
74000 4.5 4.5 3.3 .12.3
75000 1.5 1.5 8.0 11.0
Total 55.2 100.1 43.1 198.4

Costs beyond FY 88 include a 3 per cent annual inflation factor.



Posilion Title
Attorney 111

Time Status Staff Months
PIT

od - T
Type cf Expenditure
1
Salary
Dencfits
Premium Pay
Oilier
Tolal Personal Services
Travel
Cmlraclu.il
Commodities
Equipment
Wicr

Total Cost

Funding Source for Tolal Cost

Federal Rcccinls 1002
0. F Mach 1038

General Fund 1004
I-A Receipts 1006
CIP Receipts” 1061
Other
= If-1- lm = €
My~ P
- o

Request For
New Position

12
-
2
2.9,140
13,311
- REV: e I}
el s

Agency

DRU

Component

S A
1

62,451
1,800
29,800

4,500
1,500

100,051

100,051

Y

Department of Law

Prosecution

Third Judicial

vox i

o
v
- -

Mo. of Positions Rumjc/Slcp Dare. Unit
1 22A PX
Location Election District
EDA - Anchorage 8
Justification

This position 1is needed at Anchorapp and nthnr
southcentral locations, to handle the 300 to 400
forfeiture actions mandated by HB 52. Each
requires a court hearing, motions and, in 90 to 95
per cent of the cases, third party ownership or
security interests. This bill will generate a
large volume of legal transactions requiring the
full-time services of at least one attorney.
Although these transactions are often complicated,

they rarely involve complex legal issues.
Allocation of the position to the sub-journey
level of Attorney 111 is therefore recommended.

FY 88

PilRC 1 of

District Revised Dntc



Position Til Ic )
Paralegal Assistan

Time Status Staff Months
PIT

Type of Expenditure

1

Salary
Benefits
Premium Pay
Other

Total Pcisonal Services *
"I'ravcl
Contractual
Commodities
Equipment
Other

Total Cost

Funding Source for Tolal Cost
Federal Receipts 1002
fi. E Mach 1003
General Fund 1004
I-A Receipts 1006
CIP Receipts 1061
Other

Request For
New Position

t o1l

No. of P(Titions Range/Step Barg. Unit
16A

GtiU

Location Election District

12 EI’A - Anchorage
Justification
Amount This position is needed at Anchorage, and other
2 3 southcentral locations, to assist with the 300 to
32,624 600 vehicle forfeiture actions mandated by HB 52.
10,127 Vo't Title and records searches to verify an ownership
e J‘h4 or security interest, legal notification, and
* et preparation of all necessary documentation will be
ooy 42,551 required. This level of work is most
1.800 appropriately allocated to the Paralegal Assistant
4,800 Il class.
4,500
1,500
55,151
55, 151
KM.
= -
| [ \Vam IfPg
Agency Department of Il.aw FY 88
BRU Prosecution Page of
Component Third Judicial District Revised Dale



Position Tide ) )
Clerk Typist 1li

Time Status Staff Months

PIT

Type of Expenditure
1
Salary
Benefits
Premium Pay
Other
Total Personal Services
Travel
Contractual
Conniioiii liss
Equipment
Uther
Tolal Cost

Funding Source for Total Cost

Federal Receipts 1002

fi. F. March 1003

General Find 100*1

I-A Receipts 1006

CIP Receipts” 1061

Other

T - - it
j m._ ;o= VLt

-. -

Request For
New Position

No. of Positions Range/Step Barg. Unit
1 GCU
Location Election District
12 EM - Anchorage 8
Justification
Amount This clerical position is needed to assist the
2 3 attorney and the paralegal handle the 300 to 400
20,136 vehicle forfeiture actions mandated by HB 52. A
7.507 i very large volume of routine documents will be
generated by this work, including motions, notices
’ to persons with ownership or security interest,
L 27,643 and correspondence between the parties. Because
-0- this work will not usually involve higher level
4,200 legal 1instruments, such as briefs, allocation to
3,300 the Clerk Typist 111 level is recommended.
8.000
43.143
43,143
- fV. % )
oo -viE=- L 1 s ; M
DMV e ? m
Agency Department ol: Law FY 88
BRU Prosecution Page 3 of 3
Third Judicial District Revised Date

Component



STATE OF ALASKA
FISCAL

REQUEST:

Revision Date: M arch 24, 1987

Title: "An Act relating to motor vehicle

forfeiture.

Sponsor: Repr. Koponen

Requestor: House Judiciary Committee

EXPENDITURES/REVENUES:

1987 LEGISLATIVE SESSION

NOTE

BUI Version

Publish Date:

Agency Affected: Department of Lav?

BRU; Prosecution

ComponentS;Third Judicial District

(Thousands of Dollars)

OPERATING FY 87 FY 88 FY 89 FY 90 FY 91 FY 92
PERSONAL SERVICES 132.7 136.7 140.8 145.0 149 .4
TRAVEL .. 3 m6 3.7 3.8 3.9 4.0

A A

CONTRACTUAL 38.8 40.0 *i-g 42 .4 43.7
SUPPLIES 12.3 8.0 8.2 8 .4 8 .7
EQUIPMENT 11.0 -0 - -0 - -0 - -0 -
LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING 198.4 188.4 194.0 199.7 205.8

CAPITAL

REVENUE
FUNDING: (Thousands ofDollars)

GENERALFUND 198 .4 188.4 194.0 199.7 205 .8
FEDERALFUNDS

OTHER

TOTAL

FULLTIME 3.0 3.0 3.0 3.0 3.0
PART-TIME

TEMPORARY

ANALYSIS (Attach a separate page if necessary)

Please see attached analysis.

Prepared by : Richard I * Pegues> Director _ Phone i 465*~3672
Division A dministrative Services Division Date: M arch 24, 1987
Approved by Commissioner: Grace Ber~JSchaible, Attty . Gen. jrate M arch 24, 1987
Agency: Department of haw

Distribution (by preparer):

Legislative Finance

Legislative Sponsor

Requestor

Office of Managementand Budget

Impacted Agency(ies) PaSe — -— of —

Senate Secretary



CONTINUATION of FISCAL NOTE ANALYSIS

For Bill/Resolution No. CSHB 52 (Jud.)

The committee substitute for HB 52 accomplishes the same
purpose as the original bill by making forfeiture of a vehicle mandatory
if a person is convicted of DWI or refusal to submit to a chemical test,
if the person has more than once been previously convicted of the same
offense. This version of the bill, now makes it mandatory on the court
to order forfeiture upon conviction, rather than requiring a motion by
the state, and a separate, later court hearing, before forfeiture could
take place. However, because of the requirement to protect third-party
interests in forfeited vehicles, it will still be necessary for the
state to determine if there are third-parties with ascertainable
ownership or security interests, and it will still be necessary, to

notify them of their right to seek remission. It will then be necessary
to represent the state at court hearings to determine if remission
should occur. We still anticipate that a large number of the cases will

involve forfeiture of vehicles having third-party interests, and the
revised bill will still require a substantial effort on our part to

handle and prepare for remission hearings. Consequently, the fiscal
impact contained in our fiscal note of February 9, 1987, requesting
funds for one Attorney 111, one Paralegal Assistant Il and a Clerk

Typist 111, is still valid.

page 2 of 2



CONTINUATION of FISCAL NOTE ANALYSIS

For Bill/Resolution No. CSHB

CSHB 52 Fiscal Analysis

Funding Summary

Atty 111 P/A 11 Clerk Typist 111 Total

>00 62.5 42.6 27.6 132.7

000 1.8 1.8 -0- 3.6

+000 29.8 4.8 4.2 38.8
*000 4.5 4.5 3.3 12.3
; €00 1.5 1.5 8.0 11.0
.cal 100.1 55.2 43.1 198.4

sts beyond FY 88 include a 3 per cent annual inflation factor.
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Position Title

v X L -riXV

62,451
1,800
29,800
4,500
1.500

100,051

Attornex 111
Time Sutus SHT Nh’ﬂ'B
PFT 12
Type of Expardiure
1 2

SHay 49,140

Bardits 13,311

RemumPRy

Qhe

Tad Rasod Saioss WYXV oGV

Trad

Gortradid

Gomrodities

e

(of
Tad G
i2:0v X=X XMX <mwM§ XM X00EXX X XYXIX Y
Furding Sue for Tad G
Fabd Rgps 102
G E Mach 103

Gred Rud i(e0!
l-A Recdts 106
AP R=s 1061
Ghe

m XV - IXYKSE X%, f, y:Wy., s A
: y - ;ym - v X :
U, St-yV!l-ii' m

M XX N . " DOXEESE :
M A 00 T o qu R

Agency

Request For
New Position

Component

100.051

Department of Law
Prosecution

Third Judicial

TR, YK

Re
District Raisd Cde

No. of Pﬂfnions Range/Step Barg. Unit

) 22A PX
Location Election District
EBA - Anchorage
Justification

This position is needed at Anchorage, and other
southcentral locations, to handle the 300 to 400
forfeiture actions mandated by CSHB 52. Each
requires a court hearing, motionsand, in 90 to 95
per cent of the cases, third party ownership or
security interests. This bilJ will generate a
.large volume of legal transactions requiring the
full-time services of at least one attorney.
Although these transactions are often complicated,

they rarely involve complex legal issues.
Allocation of the position to the sub-journey
level of Attorney 11l is therefore recommended.

FY 88

of



Position Title
Paralegal

Time Status

PF'i

Type of Expenditure
1

Salarv
Benefits
Premium Pay
Other
Total Personal Services

Travel
Contractual
Commodities
Equipment
Other

Total Cost

Staff Months

A ssistant 11

12

LS W%

32,424
10,127

, Vi

Funding Source for Tolal Cost

Federal Receipts m
G. F. Match 1003
General Fund 1004
1-A Receipts 1006
C1P Receipts’ 1(131

Other

Request For
New Position

Agency
BRU

Component

GGU

and other

mandated by

legal
necessary
level of
to the

FY 88

No. of Positions RangcJSlep Darg. Unit
16A
Location Election District
EDA Anchorage
V- Ry, Justification
Amount This position is needed at Anchorage,
3 southcentral Ilocations, to assist with the 300 to
i z 400 vehicle forfeiture actJ ons
WRMJ Xméai ,g& CSHB 52. Title and records searches to verify an
T ownership or security interest,
notification, and preparation of all
42,551 documentation will be required. This
1.800 work is most appropriately allocated
4 800 Paralegal Assistant 11 class.
4,500
1,500
55,151
e Iy T y.
55,151
Department: of Law
Prosecution
Page 2 of 3
Third Judicial D istrict Revised Date



Raaition Title
Tine SALs

Clerk Typist 111
Seff Mortts

PFT 12

Type of Eqadiue
1

Jialary. 20,136
7,507

Premium Pay
ahe

Tod Rasod Savicess
Trad
Omamd
GComuodties
Equipment

Tad G
Y
Rundng Suree for Tad Gt

Fabd Rads 10D
G F Mich 1008
Gred Rud 1004

I-A Reads 1006
(P ReFps 1061
G

MITE
" Basuaipmi

W o HEIMI

Agency
Request For

New Position

BRU

Component

1 myz " 7?2 « VIV

Amount

mmM zm

2m

4.200
3.300
8.000

43,143
>l !

43,143

Department of Law

Prosecution

Third Judicial District

NJdR@hB
Location

EBA - Anchorage
JustificMion

RISy Bry Uit
Hection Disric

CCu

This <clerical position 1is needed to assist the
attorney and the paralegal handle the 300 to 400
vehicle forfeiture actions mandated by CSHB 52. A
very large volume of vroutine documents will be
generated by this work, including motions, notices
to persons with ownership or security interest,
and correspondence between the parties. Because
this work will not wusually involve higher level
legal instruments, such as briefs, allocation to
the Clerk Typist 11l level 1is recommended.

FY 88
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Proposed Amendments to CSHB 52(Jud)

Amendment 1:
Page 4, line 9 after ".037," add a new sentence to raad:

Remission of forfeiture under AS 28.35.037 does not apply to a
person convicted of the offense resulting in forfeiture.

This language is offered to make it absolutely clear that the person
convicted of the DWI may not move for remission of the forfeiture under
AS 28.35.037.

Amendment 2:
Page 4, after line 12 add a new subsection (d) to read:

For i urposes of this section, convictions for both driving while
intoxicated and for refusal to submit to a chemical test of breath
under AS 28.35.031 (a.), if arising out of a single transaction and a
arrest, are considered one previous conviction.

This language 1is currently in AS 28.35,036(b), AS 28.35.030(f), and AS
28.35.032(j)- It was recommended by Pat Conheady that we put it in the
new committee substitute version of .036 jus*- to make it clear that it
is still the intent of the legislature that this provision apply to
.036.
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LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM March 20, 1987

SUBJECT: Motor Vehicle Forfeiture - CSHB 52 (Jud)
TO: Representative John Sund

FROM: Michael F. Ford nox

Legislative Counsel

The version of CSHB 52(Jud) approved by the Judiciary
committee contains an amendment to section 3, adding a new
subsection (d) to AS 28.35.036. This subsection was, |1
believe, 1intended to ensure that convictions for driving
while drunk and for refusing the breath test would be
considered a single conviction, 1if both occurred during the
same 1incident. Similar language occurs in AS 28.35.030(f)
and AS 28.35.032(j)- The manner in which AS 28.35.036 has
been repealed and reenacted makes the addition of subsection
(d) meaningless. There is no longer any required considera—
tion of multiple convictions in that section. As every
statute is presumed to have a meaning, | would recommend

that the subsection be deleted in order to avoid raising an
implication that the court may reexamine the issue of multiple
convictions at the hearing on remission of forfeiture.

MFF :mkr
ml 0/031



Introduced: 17191787
Referred: State Affairs and
Judiciary
IN THE HOUSE BY KOPONFN
HOUSE BILL NO. 52
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE FIRST SESSION
A BILL
For an Act entitled: "An Act relating to motor vehicle forfeiture. "’
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 28.35.036(a) is amended to read:
(a) After conviction of an offense under AS 28.35.030 0r
TASI 28.35.032 involving a motor vehicle of a type for which a
driver's license is required, the stkte shall [MAY] move the court to
order the forfeiture of the motor vehicle involved in the commission
of the offense if the convicted pprsnnjias hppn ~previously convicted
in this or another jurisdiction more than one of therralllowijin
offenses™or~as more than once been previously convictrd” of one of”:he
following offenses:
(1) driving while intoxicated under AS 28.35.030 or another
law or ordinance with substantially similar elements; or
(2) refusal co submit to a chemical test wunder AS 28.35.032
or another law or ordinance with substantially similar elements
HBO0052A -1- HB 52

5-0266A
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STEVE COWPER, GOVERNOR

PUBLIC DEFEKDEK AGENCY

QOON.5THAVENUE

SUMETO

ANCHORAGE,,

PHONE: @) 25-HA41
February 10, 1987

John Hartle

House Judiciary Committee
P.O. Box V

Juneau, Alaska 99811

RE: HOUSE BILL NO. 52
Dear Mr. Hartle:

I am writing this letter in response to your request for
comment by the Public Defender Agency to House Bill No. 52,
which would amend A.S. 28.35.036(a) to require the state to
move the court to order forfeiture of a motor vehicle involved
in the commission of the offense of Driving While Intoxicated
under A.S. 28.35.030 or Refusal to Submit to a Chemical Test
under A.S. 23.35.032 in every case where the convicted person
has been previously convicted more than once of the same or
substantially similar offenses.

Although the Public Defender Agency sees no problem with
enforcement of the forfeiture provision of the present law in
appropriate circumstances, we believe that the proposed amendment
would not serve to punish defendants iIn any appreciable way but
would instead create an expensive, time consuming, and generally
fruitless exercise for the criminal justice system as a whole.

In our experience, the vast majority of defendants who would

be subject to the provisions of this law do not own the vehicles
that they were driving at the time they were apprehended. For—
feiture of a vehicle not belonging to a defendant would therefore
not serve to penalize a defendant in any way, but it could very
well devolve into a confrontation between the state and the legal
owner, who could be a completely innocent third party who owned
the vehicle outright, or an equally completely innocent lienholder,
such as a lending institution or financing agency.

The effect of the mandatory forfeiture procedure, then, would be
to embroil the state and the legal owners of the vehicles in an
unnecessary and burdensome legal battle refereed at additional
time and expense by our court system, while the defendant would
no longer be involved or affected in any way. In addition, these
forfeiture proceedings would typically involve vehicles whose



