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* Sec. 29. A S  2 1 . 2 7 . 4 6 0 ( a )  is a m e n d e d  to read:

(a) E a c h  l i c e n s e  i s s u e d  u n d e r  this c h a p t e r ,  a l t h o u g h  i s s u e d  and 

d e l i v e r e d  to the l i c e n s e e  a g e n t ,  b r o k e r ,  s o l i c i t o r ^  o r  a d j u s t e r ,  is 

t h e  p r o p e r t y  o f  the state. U p o n  the [ E X P I R A T I O N , ]  t e r m i n a t i o n ,  s u s­

p e n s i o n ^  or  r e v o c a t i o n  of  t h e  l icense, the l i c e n s e e  o r  o t h e r  p e r s o n  

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

it to the d i r e c t o r  e i t h e r  b y  p e r s o n a l  d e l i v e r y  or b y  m a i l .

* Sec. 30. A S  2 1 . 3 4 . 0 4 0 ( c )  is a m e n d e d  to read:

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

this s t a t e  if it q u a l i f i e s  u n d e r  o n e  o f  the f o l l o w i n g :

(1) a f o r e i g n  b u t  n o n a l i e n  i n s u r e r  m a y  q u a l i f y  u n d e r  this

s u b s e c t i o n  if it h a s  a m i n i m u m  c a p i t a l  a n d  s u r p l u s  e q u a l  to that

r e q u i r e d  i n  its d o m i c i l i a r y  j u r i s d i c t i o n ^  o r  [,] $ 1 , 5 0 0 , 0 0 0  o n  S e p t e m­

b e r  18, 1984, [AND] $ 2 , 5 0 0 , 0 0 0  o n  J u n e  20, 1985, [AND] $ 3 , 5 0 0 , 0 0 0  [,] 

o n  J u n e  20, 1986, a n d  $ 5 , 0 0 0 , 0 0 0  o n  J u n e  20, 1987, w h i c h e v e r  is g r e a t­

er;

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

i t  m e e t s  the m i n i m u m  c a p i t a l  a n d  s u r p l u s  r e q u i r e m e n t s  in (1) o f  this 

s u b s e c t i o n  and m a i n t a i n s  in the U n i t e d  S t a t e s  an  i r r e v o c a b l e  trust 

f u n d  in  e i t h e r  a n a t i o n a l  b a n k  o r  a m e m b e r  o f  the F e d e r a l  R e s e r v e  

s y s t e m ,  in an a m o u n t  n o t  less t h a n  $1 ,500,000 [THAT R E Q U I R E D  A S  M I N I­

M U M  C A P I T A L  A N D  S U R P L U S  IN  (1) O F  T H I S  S U B S E C T I O N ] ,  f o r  the p r o t e c t i o n  

o f  a l l  its p o l i c y h o l d e r s  i n  the U n i t e d  States; the t r u s t  f u n d  m u s t  

[SHALL] c o n s i s t  o f  i n s t r u m e n t s  o f  s u b s t a n t i a l l y  the s a m e  c h a r a c t e r  and

q u a l i t y  as t hose t h a t  are e l i g i b l e  i n v e s t m e n t s  f o r  the c a p i t a l  and j
i

s t a t u t o r y  r e s e r v e s  o f  a d m i t t e d  i n s u r e r s  a u t h o r i z e d  to w r i t e  li k e  k i n d s  

o f  i n s u r a n c e  in this s t a t e  or o f  i r r e v o c a b l e  l e t t e r s  of  c r e d i t ;  the 

t r u s t  f u n d  m u s t  [FUNDS SHALL] h a v e  an e x p i r y  d a t e  t h a t  at no  ti m e  is 

less t h a n  f i v e  years;
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(3) a L l o y d ' s  o r  o t h e r  s i m i l a r  u n i n c o r p o r a t e d  g r o u p  of 

a l i e n  i n d i v i d u a l  i n s u r e r s  m a y  q u a l i f y  i f  it m a i n t a i n s  a t r u s t  f u n d  of 

n o t  less t h a n  $ 5 0 , 0 0 0 , 0 0 0  as s e c u r i t y  to the f u l l  a m o u n t ,  f o r  all 

p o l i c y h o l d e r s  a n d  c r e d i t o r s  in the U n i t e d  S t a t e s ,  o f  e a c h  m e m b e r  of 

the g r o u p ;

(4) a n  " i n s u r a n c e  e x c h a n g e "  c r e a t e d  b y  the l a w s  o f  i n d i­

v i d u a l  s t a t e s  m a y  q u a l i f y  if it m a i n t a i n s  c a p i t a l  a n d  s u r p l u s ,  o r  the

s u b s t a n t i a l  e q u i v a l e n t ,  o f  n o t  less t h a n  $ 1 5 , 0 0 0 , 0 0 0  in the a g g r e g a t e ;  

in t h e  e v e n t  the i n s u r a n c e  e x c h a n g e  d o e s  n o t  m a i n t a i n  f u n d s  f o r  the 

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

m e e t  c'ne m i n i m u m  c a p i t a l  a n d  s u r p l u s  r e q u i r e m e n t s  o f  (1) o f  this 

s u b s e c t i o n .

* Sec. 31. A S  2 1 . 3 6 . 2 1 0 (a) is a m e n d e d  :o read:

(a) A n  i n s u r e r  m a y  n o t  e x e r c i s e  its r i g h t  to c a n c e l  a p o l i c y  of 

p e r s o n a l  [AN] a u t o m o b i l e  i n s u r a n c e  [POLICY] e x c e p t  f o r  t h e  f o l l o w i n g  

r e a s o n s :

(1) n o n p a y m e n t  o f  p r e m i u m ;  or

(2) t h e  d r i v e r ' s  l i c e n s e  or m o t o r  v e h i c l e  r e g i s t r a t i o n  of 

e i t h e r  the n a m e d  i n s u r e d  or of a n  o p e r a t o r  w h o  r e s i d e s  i n  the same

h o u s e h o l d  as the n a m e d  i n s u r e d  or  w h o  c u s t o m a r i l y  o p e r a t e s  a m o t o r

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

ti o n  d u r i n g  t h e  p o l i c y  p e r i o d  or, if the p o l i c y  is a r e n e w a l ,  d u r i n g  

its p o l i c y  p e r i o d  or the 180 days i m m e d i a t e l y  p r e c e d i n g  its e f f e c t i v e  

date.

* Sec. 32. AS  2 1 . 3 6 . 2 1 0 ( d )  is a m e n d e d  to r e ad:

(d) T h i s  s e c t i o n  does n o t  a p p l y  to

(1) the f a i l u r e  to r e n e w  a p o l i c y ,  e x c e p t  as to c o v e r a g e  in 

f o r c e  f o r  less t h a n  12 monthsj_

(2) a p o l i c y  th a t  has b e e n  in e f f e c t  less t h a n  60 days at
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the t i m e  n o t i c e  o f  c a n c e l l a t i o n  m a i l e d  or d e l i v e r e d  by  the insurer, 

u n l e s s  it is a r e n e w a l  p o l i c y ;

(3) a  p o l i c y  i s s u e d  u n d e r  a n  a u t o m o b i l e  a s s i g n e d  r i s k  p l an 

o r  a u t o m o b i l e  i n s u r a n c e  plan;

(4) a p o l i c y  i n s u r i n g  m 6 r e  t h a n  f o u r  m o t o r  v e h i c l e s ;

(5) a p o l i c y  c o v e r i n g  the o p e r a t i o n  o f  a g a r a g e ;  a u t o m o b i l e

s a l e s  a g e n c y ,  r e p a i r  shop, or s e r v i c e  s t a t i o n ;  o r  p u b l i c  p a r k i n g

pl a c e ;

(6) a p o l i c y  p r o v i d i n g  i n s u r a n c e  o n l y  o n  a n  e x c e s s  basis;

(7) a n y  o t h e r  c o n t r a c t  iroviding i n s u r a n c e  to the n a m e d  

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

w i t h  r e s p e c t  to m o t o r  v e h i c l e s .

* Sec. 33. A S  ..21 .36.21 0 ( f ) is a m e n d e d  to read:

(f) A n  [ N O T W I T H S T A N D I N G  (e) O F  T H I S  S E C T I O N ,  AN] i n s u r e r  m a y  not 

e x e r c i s e  its r i g h t  t o c a n c e l  a p o l i c y  of p e r s o n a l  i n s u r a n c e  o t h e r  than 

p e r s o n a l  a u t o m o b i l e  i n s u r a n c e ,  e x c e p t  for the f o l l o w i n g  r e a s o n s  [THE 

T Y P E  D E S C R I B E D  I N  (e) OF  T H I S  ST C T I O N  IF O N E  O F  T H E  F O L L O W I N G  C O N­

D I T I O N S  O R  C I R C U M S T A N C E S  A R I S E S ] :

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

ti o n a l  p r e m i u m s , c a l c u l a t e d  in a c c o r d a n c e  w i t h  c h e  c u r r e n t  r a t i n g

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

p r o p e r t y  or  a c h a n g e  in  its o c c u p a n c y  or use;

(2) c o n v i c t i o n  o f  the i n s u r e d  o f  a c r i m e  h a v i n g  as one of

its n e c e s s a r y  e l e m e n t s  an  a c t  i n c r e a s i n g  a h a z a r d  i n s u r e d  a g a i n s t ;

(3) d i s c o v e r y  o f  f r a u d  or m a t e r i a l  m i s r e p r e s e n t a t i o n  m a d e  

by  t h e  i n s u r e d  or  a r e p r e s e n t a t i v e  o f  the i n s u r e d  in o b t a i n i n g  the 

i n s u r a n c e  or b y  t h e  i n s u r e d  in p u r s u i n g  a c l a i m  u n d e r  the p o l i c y ;

(4) d i s c o v e r y  o f  a g r o s s l y  n e g l i g e n t  act or o m i s s i o n  b y  the 

i n s u r e d  that s u b s t a n t i a l l y  i n c r e a s e s  the h a z a r d s  i n s u r e d  a g a i n s t ;  or
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(5) p h y s i c a l  c h a n g e s  i n  the i n s u r e d  p r o p e r t y  t h a t  r e s u l t  in 

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

* Sec. 34. A S  2 1 . 3 6  is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  to r e ad:

Sec. 2 1 . 3 6 . 2 1 5 .  L I M I T S  O N  T H E  C A N C E L L A T I O N  O F  B U S I N E S S  O R  C O M­

M E R C I A L  I N S U R A N C E  P O L I C I E S .  (a) E x c e p t  as a l l o w e d  b y  t h e  d i r e c t o r  

u n d e r  (b) o f  this s e c t i o n ,  an i n s u r e r  m a y  e x e r c i s e  its r i g h t  to c a n c e l  

a p o l i c y  o f  b u s i n e s s  or c o m m e r c i a l  i n s u r a n c e  o n l y  f o r  the f o l l o w i n g  

rtVj.sons:

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

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

p r o p e r t y  o r  a c h a n g e  in its o c c u p a n c y  or use;

c o n v i c t i o n  o f  t h e  i n s u r e d  of  a c r i m e  h a v i n g  as o n e  of 

its n e c e s s a r y  e l e m e n t s  a n  a c t  i n c r e a s i n g  a h a z a r d  i n s u r e d  a g a i n s t ;

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

b y  the i n s u r e d  or  a r e p r e s e n t a t i v e  o f  the i n s u r e d  i n  o b t a i n i n g  the 

i n s u r a n c e  or b y  the i n s u r e d  in p u r s u i n g  a c l a i m  u n d e r  t h e  p o l i c y ;

(4) d i s c o v e r y  o f  a g r o s s l y  n e g l i g e n t  a c t  o r  o m i s s i o n  b y  the

i n s u r e d  th a t  s u b s t a n t i a l l y  i n c r e a s e s  the h a z a r d s  i n s u r e d  a g a i n s t ;

(5) p h y s i c a l  c h a n g e s  in the i n s u r e d  p r o p e r t y  t h a t  r e s u l t  in 

the p r o p e r t y  b e c o m i n g  u n i n s u r a b l e ;

(6) p h y s i c a l  c h a n g e s  i n  t h e  o p e r a t i o n s  o f  the i n s u r e d  that
I

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

(7) c h a n g e s  i n  the r e i n s u r a n c e  p r o g r a m  o f  t h e  i n s u r e r  that 

r e s u l t s  in a n  i n c r e a s e  o f  the i n s u r e r ' s  r e t e n t i o n  o f  r i s k  o n  a s u b j e c t  

o f  i n s u r a n c e ;

(8) c h a n g e s  in  the f i n a n c i a l  c o n d i t i o n  o f  t h e  i n s u r e r

r e s u l t i n g  in a v i o l a t i o n  o f  AS 2 1 . 1 2 . 0 1 0 ;

(9) a m a t e r i a l  c h a n g e  in the l a w  that a f f e c t s  t h e  c o v e r a g e

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

CSHB 4 6 (L&C) - 1 8 -



':yy.,&r: ’•*:'•* *'W?- ?'•

i

i

WORK DRAFT WORK DRAFT WORK DRAFT

p r o v i d e d  u n d e r  the p o l i c y ;  or

(10) a n  e x c e s s i v e  n u m b e r  o f  c l a i m s  b y  the in s u r e d .

(b) B e f o r e  i s s u i n g  a n o t i c e  of  c a n c e l l a t i o n ,  a n  i n s u r e r  m a y  

r e q u e s t  the d i r e c t o r  to d e t e r m i n e  in a p a r t i c u l a r  c a s e  w h e t h e r  a 

r e a s o n  f o r  c a n c e l l a t i o n  n o t  s p e c i f i e d  i n  (a) o f  th i s  s e c t i o n  is a 

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

e x e r c i s e  its r i g h t  to c a n c e l  if the d i r e c t o r  f inds t h a t  the c a n c e l l a­

t i o n  is j u s t i f i e d .  T h e  i n s u r e r  m a y  n o t  i m p l e m e n t  the r e q u e s t e d  c a n­

c e l l a t i o n  b e f o r e  r e c e i v i n g  the a p p r o v a l  o f  the d i r e c t o r .

* Sec. 35. A S  2 1 . 3 6 , 2 2 0  is a m e n d e d  to read:

Sec. 2 1 . 3 6 . 2 2 0 .  N O T I C E  O F  C A N C E L L A T I O N .  A n  i n s u r e r  m a y  n o t  

e x e r c i s e  its r i g h t  to c a n c e l  a p e r s o n a l  i n s u r a n c e  p o l i c y  u n l e s s  a 

w r i t t e n  n o t i c e  o f  c a n c e l l a t i o n  is m a i l e d  or d e l i v e r e d  to t h e  n a m e d  

i n s u r e d ,  at the a d d r e s s  s h o w n  i n  the p o l i c y ,  at l e a s t  6j0 [20] days 

b e f o r e  t h e  e f f e c t i v e  d a t e  o f  c a n c e l l a t i o n . H o w e v e r ,  if [, E X C E P T  T H A T  

W H E N ]  c a n c e l l a t i o n  is f o r  n o n p a y m e n t  o f  p r e m i u m ^  the n o t i c e  s h a l l  be 

m a i l e d  or  d e l i v e r e d  to the n a m e d  i n s u r e d  at the a d d r e s s  s h o w n  i n  the 

p o l i c y  at l e a s t  10 days b e f o r e  the e f f e c t i v e  da t e  o f  c a n c e l l a t i o n ^  a n d  

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

f o r  the c a n c e l l a t i o n .  [THIS S E C T I O N  D O E S  N O T  A P P L Y  T O  T H E  F A I L U R E  TO 

R E N E W  A  P O L I C Y ,  E X C E P T  AS  TO  C O V E R A G E  IN F O R C E  F O R  L E S S  T H A N  12 

M O N T H S .]

* Sec. 36. A S  2 1 . 3 6 . 2 2 0  is a m e n d e d  b y  a d d i n g  n e w  s u b s e c t i o n s  to read:

(b) A n  i n s u x e r  m a y  n o t  e x e r c i s e  its r i g h t  to c a n c e l  a p o l i c y  of 

b u s i n e s s  or c o m m e r c i a l  i n s u r a n c e  u n l e s s  a w r i t t e n  n o t i c e  o f  c a n c e l l a­

t i o n  is m a i l e d  or d e l i v e r e d  to the n a m e d  i n sured, at the a d d r e s s  s h o w n  

i n  the p o l i c y ,  a n d  to the a g e n t  or b r o k e r  of reco r d ,  at l e a s t  60 days 

b e f o r e  the e f f e c t i v e  d a t e  o f  c a n c e l l a t i o n .  H o w e v e r ,  if c a n c e l l a t i o n  

is for n o n p a y m e n t  of p r e m i u m ,  the n o t i c e  s h a l l  b e  m a i l e d  or d e l i v e r e d
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to t h e  n a m e d  i n s u r e d  at t h e  a d d r e s s  s h o w n  i n  t h e  p o l i c y  a n d  to the 

a g e n t  o r  b r o k e r  o f  r e c o r d  at l e a s t  10 days b e f o r e  the e f f e c t i v e  d a t e  

o f  c a n c e l l a t i o n ,  a n d  m u s t  i n c l u d e  or  be  a c c o m p a n i e d  b y  a s t a t e m e n t  o f  

the r e a s o n  f o r  the c a n c e l l a t i o n .

(c) If a n  i n s u r e r  c a n c e l s  a p o l i c y  u n d e r  (b) o f  t h i s  s e c t i o n ,  it 

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

r e c o r d  o r  d i r e c t l y  to the i n s u r e d  o r  p r e m i u m  f i n a n c e  c o m p a n y ,  if 

a p p l i c a b l e ,  b e f o r e  the e f f e c t i v e  d a t e  o f  c a n c e l l a t i o n ,  e x c e p t  t h a t

(1) i f  c a n c e l l a t i o n  is f o r  n o n p a y m e n t  o f  p r e m i u m ,  a n y  

u n e a r n e d  p r e m i u m  s h all b e  r e t u r n e d  or c r e d i t e d  w i t h i n  45 d a y s  a f t e r  

the n o t i c e  o f  c a n c e l l a t i o n  is gi v e n ;

(2) i f  the p o l i c y  is c a n c e l l e d  f o r  o t h e r  t h a n  n o n p a y m e n t  of  

p r e m i u m  a n d  is s u b j e c t  to aud i t ,  the i n s u r e r  s h a l l  p e r f o r m  o r  w a i v e  

the a u d i t  b e f o r e  the e f f e c t i v e  d a t e  o f  the c a n c e l l a t i o n  a n d  r e t u r n  or 

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

c a n c e l l a t i o n .

(d) A  p o s t a l  r e c e i p t  i n d i c a t i n g  a m a i l i n g  to t h e  n a m e d  i n s u r e d  

as r e q u i r e d  u n d e r  this s e c t i o n  is p r e s u m p t i v e  p r o o f  t h a t  n o t i c e  has 

b e e n  m a i l e d  as r e q u i r e d  u n d e r  this s e c t i o n .

(e) T h e  d i v i s i o n  m a y  r e q u i r e  a n  i n s u r e r  to p e r f o r m  a n  a u d i t  that 

the i n s u r e r  h a s  e l e c t e d  to w a i v e  u n d e r  (c) o f  th i s  s e c t i o n .

* Sec. 37. A S  2 1 . 3 6 . 2 4 0  is a m e n d e d  to read:

Sec. 2 1 . 3 6 . 2 4 0 .  F A I L U R E  T O  R E N E W .  A n  i n s u r e r  m a y  n o t  f a i l  to

r e n e w  a p e r s o n a l  i n s u r a n c e  p o l i c y  i n  f o r c e  f o r  less t h a n  12 m o n t h s .

A n  i n s u r e r  m a y  n o t  fa i l  to r e n e w  a p o l i c y  [IN F O R C E  F O R  12 M O N T H S  OR j
i

M O R E ]  u n l e s s  a w r i t t e n  n o t i c e  o f  n o n r e n e w a l  is m a i l e d  or d e l i v e r e d  to j|

the n a m ^ i  i n s u r e d ,  at the a d d r e s s  s h o w n  i n  the p o l i c y ,  at l e a s t  20

d a y s  f o r  a p e r s o n a l  i n s u r a n c e  p o l i c y ,  a n d  at l e a s t  45 d a v s  for a 

b u s i n e s s  o r  c o m m e r c i a l  i n s u r a n c e  p o l i c y ,  b e f o r e  the e x p i r a t i o n  d a t e  of 
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th e  p o l i c y  [,] or o f  the a n n i v e r s a r y  d a t e  o f  a p o l i c y  w r i t t e n  f o r  a 

t e r m  l o n g e r  t h a n  o n e  y e a r  o r  w i t h  n o  f i x e d  e x p i r a t i o n  date. T h i s  

s e c t i o n  does n o t  a p p l y

(1) if the i n s u r e r  h a s  in  g o o d  f a i t h  m a n i f e s t e d  i n  a n y  w a y  

its w i l l i n g n e s s  to renew;

(2) in c a s e  o f  n o n p a y m e n t  o f  p r e m i u m  f o r  the e x p i r i n g

p o l i c y ;  or

(3) if the i n s u r e d  f a i l s  to p a y  the p r e m i u m  as r e q u i r e d  by 

t h e  i n s u r e r  f o r  ren e w a l .

* Sec. 38. A S  2 1 . 3 6 . 2 5 0  is a m e n d e d  to r ead:

Sec. 2 1 . 3 6 . 2 5 0 .  N O T I C E  O F  E L I G I B I L I T Y .  W h e n  a p o l i c y  o f  a u t o m o­

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

p r e m i u m ,  o r  is n o t  r e n e w e d  in a c c o r d a n c e  w i t h  [FOR F A I L U R E  T O  R E N E W  A  

P O L I C Y  O F  A U T O M O B I L E  L I A B I L I T Y  I N S U R A N C E  T O  WH I C H ]  A S  2 1 . 3 6 . 2 4 0  [AP­

PL I E S ] ,  t h e  i n s u r e r  s h a l l  n o t i f y  t h e  n a m e d  i n s u r e d  o f  p o s s i b l e  e l i g i­

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

p l a n ,  or a u t o m o b i l e  i n s u r a n c e  p l a n .  T h e  n o t i f i c a t i o n  m u s t  [SHALL] 

a c c o m p a n y  o r  b e  i n c l u d e d  in t h e  n o t i c e  o f  c a n c e l l a t i o n  or  n o n r e n e w a l  

r e q u i r e d  b y  A S  2 1 . 3 6 . 2 2 0  [AS 2 1 . 3 6 . 2 3 0 ]  a n d  2 1 . 3 6 . 2 4 0 .

* Sec. 39. A S  2 1.36 is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  to read:

Sec. 2 1 . 3 6 . 2 5 5 .  P R E M I U M  R E F U N D .  (a) If a n  i n s u r a n c e  p o l i c y  is 

c a n c e l l e d ,  r e j e c t e d ,  o r  r e s c i n d e d  b y  the i n s u r e r  o r  the i n s u r e d ,  the 

i n s u r e r  s h a l l  r e f u n d  the u n e a r n e d  p r e m i u m  p a i d  to the i n s u r e d .  T h e  

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

b y  the i n s u r e d  or b y  the i n s u r e r  a n d  the p r e m i u m  c h a r g e d  m a y  n o t  be 

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

c o v e r a g e .

(b) N o t w i t h s t a n d i n g  (a) o f  this s e c t i o n ,  if the i n s u r e r  c l e a r l y  

i n d i c a t e s  one or m o r e  of the f o l l o w i n g  f e a t u r e s  in t h e  p o l i c y ,  an

- 2 1 -  C S H B  4 6 (L&C)
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i n s u r e r  m a y  i s s u e  a p o l i c y

(1) w h o s e  p r e m i u m  is e a r n e d  at a varying, r a t e  d u e  to s e a s o n­

a l i t y  o f  expos u r e ;

(2) th a t  c o n t a i n s  a m i n i m u m  e a r n e d  p r e m i u m ;  or

(3) w i t h  a f l u c t u a t i n g  p r e m i u m  base.

* Sec. 40. A S  2 1 . 3 6 . 3 1 0  is a m e n d e d  to read:

Sec. 2 1 . 3 6 . 3 1 0 .  D E F I N I T I O N S .  In A S  2 1 . 3 6 . 2 1 0  - 2 1 . 3 6 . 3 1 0

(1) " b u s i n e s s  o r  c o m m e r c i a l  i n s u r a n c e "  m e a n s  i n s u r a n c e

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

f i d e l i t y  a n d  s u r e t y  i n s u r a n c e ,  t i t l e  i n s u r a n c e ,  w e t  m a r i n e  a n d  t r a n s­

p o r t a t i o n  i n s u r a n c e  as d e f i n e d  in A S  2 1 . 3 4 . 9 0 0 ,  o r  an  a n n u i t y  c o n­

tract;

(2) " n o n p a y m e n t  o f  p r e m i u m "  m e a n s  f a i l u r e  o f  the n a m e d

i n s u r e d  to d i s c h a r g e  w h e n  due a n y  o b l i g a t i o n s  o f  t h e  n a m e d  i n s u r e d  in 

c o n n e c t i o n  w i t h  the p a y m e n t  of  p r e m i u m  o n  a p o l i c y ,  or a n y  i n s t a l l m e n t  

of  the p r e m i u m ,  w h e t h e r  t h e  p r e m i u m  is p a y a b l e  d i r e c t l y  to the i n s u r e r  

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

o f  c r e dit;

(3) " p e r s o n a l  a u t o m o b i l e  i n s u r a n c e "  m e a n s  i n s u r a n c e  not

r e l a t e d  to b u s i n e s s  or c o m m e r c i a l  a c t i v i t i e s ,  c o v e r i n g  [(2) " P O L I C Y "  

M E A N S  A N  I N S U R A N C E  P O L I C Y  C O V E R I N G  T H E  R I S K S  A N D  E X P O S U R E S  L I S T E D  IN 

AS  2 1 . 3 6 . 2 1 0 ( e )  O R  A N  A U T O M O B I L E  P O L I C Y  T H A T  I N C L U D E S ]  a u t o m o b i l e  

l i a b i l i t y , u n i n s u r e d  or u n d e r i n s u r e d  m o t o r i s t s  [COVERAGE, U N I N S U R E D  

M O T O R I S T  C O V E R A G E ] ,  a u t o m o b i l e  m e d i c a l  p a y m e n t s  [COVE R A G E ] ,  or a u t o m o­

b i l e  p h y s i c a l  d a m a g e  [ C O V E R A G E ] , t h a t  is d e l i v e r e d  or i s s u e d  for

d e l i v e r y  in this s t a t e  [ I N S U R I N G  A S  T H E  N A M E D  INS U R E D ,  O N E  I N D I V I D U A L

O R  H U S B A N D  A N D  W I F E  R E S I D E N T  O F  T H E  S A M E  H O U S E H O L D ] ,  a n d  u n d e r  w h i c h  

the i n s u r e d  v e h i c l e s  are o f  the f o l l o w i n g  types only:

(A) a m o t o r  v e h i c l e  o f  the p r i v a t e  p a s s e n g e r  or 

C S H B  4 6 (L&C) -22-
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s t a t i o n  w a g o n  ty p e  th a t  is n o t  u s e d  as a p u b l i c  o r  l i v e r y  c o n v e y­

ance, n o r  r e n t e d  to o t h e r s ;  or

(B) a n y  o t h e r  f c u r - w h e e l  m o t o r  v e h i c l e  w i t h  a lo a d  

c a p a c i t y  o f  1,500 p o u n d s  o r  less t h a t  is n o t  u s e d  in t h e  o c c u p a­

tion, p r o f e s s i o n ^  or b u s i n e s s  o f  the i n s u r e d ,  n o r  u s e d  as a 

p u b l i c  or l i v e r y  c o n v e y a n c e ^  n o r  r e n t e d  to o t h e r s ;

(4) " p e r s o n a l  i n s u r a n c e "

(A) m e a n s  p e r s o n a l  a u t o m o b i l e  i n s u r a n c e ,  o r  i n s u r a n c e

c o v e r i n g

(i) loss o f  or  d a m a g e  to r e a l  p r o p e r t y  t h a t  is 

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

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

(ii) loss o f  o r  d a m a g e  to p e r s o n a l  p r o p e r t y , 

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

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

or

(iii) l e g a l  l i a b i l i t y  o f  n a t u r a l  p e r s o n s  f o r  loss 

of, d a m a g e  to, or  i n j u r y  to p e r s o n s  or p r o p e r t y  i f  t h e  i n­

s u r a n c e  does n o t  c o v e r  l i a b i l i t y  a r i s i n g  f r o m  o r  in c o n­

n e c t i o n  w i t h  b u s i n e s s  o r  c o m m e r c i a l  a c t i v i t i e s ;

(B) does n o t  i n c l u d e  a n  a n n u i t y  c o n t r a c t  o r  a p o l i c  

o f  life i n s u r a n c e ,  d i s a b i l i t y  i n s u r a n c e ,  or t i t l e  i n s u r a n c e ;

(5) [(3)] " r e n e w a l "  or  " r e n e w "  m e a n s

(A) the i s s u a n c e  a n d  d e l i v e r y  [BY A N  I N S U R E R ]  o f  au 

i n s u r a n c e  [A] p o l i c y  [ R E P L A C I N G ]  at t h e  e n d  o f  the p o l i c y  p e r i o d ^  

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

sa m e  i n s u r e r ^  [,] ^

(B) the i s s u a n c e  a n d  d e l i v e r y  o f  a c e r t i f i c a t e  or 

n o t i c e  e x t e n d i n g  the t e r m  o f  a p o l i c y  b e y o n d  its p o l i c y  p e r i o d  or

- 2 3 -  CSHB 4 6 (L&C)
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termj_ [, ] or

(C) the e x t e n s i o n  o f  t h e  t e r m  o f  a p o l i c y  b e y o n d  its 

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

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

* Sec. 41. A S  2 1 . 8 4 . 4 3 0 ( c )  is a m e n d e d  to read:

(c) T h e  d i r e c t o r  m a y  r e f u s e  to i s s u e  or m a y  s u s p e n d  o r  r e v o k e

[RENEW] an  i n s u r a n c e  a g e n t ' s  l i c e n s e  if, i n  the j u d g m e n t  o f  the d i r e c­

tor, the p r o p o s e d  l i c e n s e e  is n o t  t r u s t w o r t h y  a n d  c o m p e t e n t  to a c t  as 

age n t ,  o r  has g i v e n  c a u s e  f o r  r e v o c a t i o n  o r  s u s p e n s i o n  o f  the license, 

o r  h a s  f a i l e d  to c o m p l y  w i t h  a p r e r e q u i s i t e  f o r  the i s s u a n c e  [OR

R E N E W A L ,  A S  T H E  C A S E  H A Y  BE,] o f  the l i c e n s e .

* Sec. 42. A S  2 1 . 8 8 . 0 5 0  is a m e n d e d  to r e a _

Sec. 2 1 . 8 8 . 0 5 0 .  P O W E R S  A N D  D U T I E S  O F  T H E  C O R P O R A T I O N .  (a) The

c o r p o r a t i o n  s h a l l

(1) in the f o r m  a p p r o v e d  b y  the d i r e c t o r ,  i s s u e  to all

p h y s i c i a n s , n u r s e s ,  a n d  h o s p i t a l s  w h o  are f o u n d  to b e  a c c e p t a b l e  r i s k s  

u n d e r  s t a n d a r d s  d e v e l o p e d  u n d e r  (5) o f  th i s  s u b s e c t i o n ,  a n d  w h o  p a y  

the p r e m i u m s  f o r  it, a c o n t r a c t  o r  c o n t r a c t s  i n d e m n i f y i n g  p h y s i c i a n s ^  

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

ers a g a i n s t  loss b y  r e a s o n  of l i a b i l i t y  f o r  c o v e r e d  c l a i m s  f o r  a n  act 

or  o m i s s i o n  in t h e  d e l i v e r y  o f  p r o f e s s i o n a l  h e a l t h  c a r e  in  this state, 

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

pi t a l s  a n d  t h e i r  e m p l o y e e s  w h o  are h e a l t h  ca r e  p r o v i d e r s  a d e f e n s e  to 

a c o v e r e d  c l a i m  in a p r o c e e d i n g  b r o u g h t  u n d e r  A S  0 9 . 5 5 . 5 3 0  - 09.55. 

560; the l i m i t s  o f  l i a b i l i t y  for p o l i c i e s  i s s u e d  b y  the c o r p o r a t i o n  

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

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

a r i s i n g  f r o m  a c o v e r e d  claim; at the o p t i o n  o f  t h e  c o r p o r a t i o n ,  if 

a p p r o v e d  b y  the direc t o r ,  a n d  for an a d d i t i o n a l  p r e m i u m  t h e  c o n t r a c t  

C S H B  4 6 (L&C) -24-
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m a y  c o v e r  c l a i m s  a g a i n s t  the p h y s i c i a n , n u r s e ,  o r  h o s p i t a l  t h a t  a r i s e  

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

h o s p i t a l  f o r  a n y  p e r i o d  b e f o r e  the c o n t r a c t  is i s s u e d ,  e x c e p t  that 

c o v e r a g e  w i l l  n o t  b e  p r o v i d e d  f o r  a c l a i m  a l r e a d y  f i l e d  o r  that [OF 

W H I C H ]  the p h y s i c i a n , n u r s e ,  or  h o s p i t a l  h a d  or r e a s o n a b l y  s h o u l d  h a v e  

h a d  n o t i c e  at the t i m e  t h e  r e t r o a c t i v e  i n s u r a n c e  w a s  p u r c h a s e d ;

(2) c h a r g e  a p r e m i u m  f o r  the p r o t e c t i o n  p r o v i d e d  b y  the 

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

b o a r d  o f  g o v e r n o r s  in a c c o r d a n c e  w i t h  AS  2 1 . 8 8 . 0 8 0  a n d  s u b j e c t  to the 

a p p r o v a l  o f  the d i r e c t o r ;

(3) c o m p l y  w i t h  or  b e  s u b j e c t  to A S  2 1 . 0 6 . 0 9 0 ,  2 1 . 0 6 . 1 2 0 ,  

2 1 . 0 6 . 1 4 0 ,  2 1 . 0 6 . 1 6 0 ,  2 1 . 0 6 . 2 5 0 ,  A S  2 1 . 0 9 . 1 8 0 -  2 1 . 0 9 . 2 0 0 ,  2 1 . 0 9 . 2 5 0 ,  

2 1 . 0 9 . 2 8 0 ,  A S  2 1 , 1 2 . 0 2 0 ( b ) - ( e ) , A S  21.18, A S  21 . 2 1 ,  A S  2 1 . 2 4  and 

AS  21.36; a n d  s h a l l  b e  e x e m p t  f r o m  p a r t i c i p a t i o n  as a m e m b e r  i n s u r e r  

in t h e  A l a s k a  I n s u r a n c e  G u a r a n t y  C o r p o r a t i o n ;

(4) c a r r y  o u t  the o b l i g a t i o n s  o f  the c o n t r a c t s  i s s u e d  b y  

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

h e a l t h  c a r e  p r o v i d e r s  a n d  b y  p a y i n g  a l l  l i a b i l i t i e s  t h a t  [WHICH] are 

f i n a l l y  a d j u d i c a t e d  a g a i n s t  the i n s u r e d  h e a l t h  c a r e  p r o v i d e r  o r  that 

[WHICH] m a y  i n  the o p i n i o n  o f  the c o r p o r a t i o n  r e a s o n a b l y  b e  e x p e c t e d

to be  f i n a l l y  a d j u d i c a t e d  a g a i n s t  the h e a l t h  c a r e  p r o v i d e r  to the

e x t e n t  .of t h e  c o n t r a c t  o b l i g a t i o n ;

(5) e s t a b l i s h  s t a n d a r d s  f o r  the a c c e p t a b i l i t y  of  risks; in 

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

f o r  iv.isurance b a s e d  on i n d i v i d u a l  r i s k  s e l e c t i o n  f a c t o r s ,  b u t  m a y  not 

e x c l u d e 1 a n  a p p l i c a n t  b a s e d  o n l y  on the c l a s s i f i c a t i o n  o f  the a p p l i­

cant.

(b) T h e  c o r p o r a t i o n  m a y

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

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

p l o y e e s ;

(2) n e g o t i a t e  f o r  a n d  p r o c u r e  r e i n s u r a n c e  f r o m  p r i v a t e  

c a s u a l t y  i n s u r e r s  or  r e i n s u r e r s  for a n y  a n d  all l i a b i l i t y  i n c u r r e d  b y  

c o n t r a c t s  i s s u e d  b y  it;

(3) p r o v i d e  c o v e r a g e  to i n s u r e d s  for o t h e r  h a z a r d s  c u s t o m­

a r i l y  i n c l u d e d  in  m e d i c a l  m a l p r a c t i c e  i n s u r a n c e  p o l i c i e s  w h e n  t h e r e  is

a f i n d i n g  b y  the d i r e c t o r  t h a t  this c o v e r a g e  is n o t  a v a i l a b l e  to 

i n s u r e d s  o f  t h e  M e d i c a l  I n d e r n i t y  C o r p o r a t i o n  o f  A l a s k a  in t h e  p r i v a t e  

i n s u r a n c e  m a r k e t  a t  a  c o m p e t i t i v e  price;

(4) b o r r o w  o r  a d v a n c e  f unds n e c e s s a r y  to c a r r y  out the 

p u r p o s e s  o f  t h e  c o r p o r a t i o n ;

(5) n e g o t i a t e  a n d  b e c o m e  a p a r t y  to t h o s e  c o n t r a c t s  as are 

n e c e s s a r y  to c a r r y  o u t  the p u r p o s e s  o f  the c o r p o r a t i o n ;

(6) s u e  o r  b e  s u e d  in  the n a m e  o f  the c o r p o r a t i o n ;

(7) p r o v i d e  r i s k  m a n a g e m e n t  a d v i c e  a n d  s e r v i c e s  to h o s p i­

tals  ;

(8) n e g o t i a t e  a n d  b e c o m e  a p a r t y  to c o n t r a c t s  f o r  m a n a g e­

m e n t  s e r v i c e s  f o r  the c o r p o r a t i o n ;

(9) p e r f o r m  a l l  o t h e r  acts n e c e s s a r y  a n d  p r o p e r  to c a r r y  

out t h e  d u t i e s  o f  the c o r p o r a t i o n ;

(10) in a f o r m  a p p r o v e d  b y  the d i r e c t o r  a n d  f o r  a n  a d d i t i o n­

al p r e m i u m  d e t e r m i n e d  u n d e r  A S  2 1 . 8 8 . 0 8 0 ,  i s s u e  e n d o r s e m e n t s  w h i c h  

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

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

u n d e r  t h e  o r i g i n a l l y  i s s u e d  c o n t r a c t ,  to p h y s i c i a n s , n u ^ e s , and 

h o s p i t a l s  w h o  p a y  the p r e m i u m  f o r  it a n d  w h o  are t e r m i n a t i n g  t h e i r  

o r i g i n a l  c o v e r e d  c l a i m s  c o n t r a c t  w i t h  the c o r p o r a t i o n  f o r  a p e r i o d  of 
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n o t  less t h a n  o n e  year;

(11) s u b j e c t  to a p p r o v a l  b y  the d i r e c t o r ,  e x t e n d  c o v e r a g e  

to a p e r s o n ,  e n t i t y ,  or  f a c i l i t y  t h a t  r e n d e r s  h e a l t h  c a r e  s e r v i c e s  in 

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

. * Sec. 43. • A S  2 1 . 8 8 . 9 0 0  is a m e n d e d  by  a d d i n g  a n e w  p a r a g r a p h  to read:

(17) " n u r s e "  m e a n s  a n u r s e  l i c e n s e d  u n d e r  A S  08.68.

* Sec. 44. A S  2 1 . 9 0 . 9 0 0  is a m e n d e d  to read:

Sec. 2 1 . 9 0 . 9 0 0 .  D E F I N I T I O N S  F O R  T I T L E .  In this title, u n l e s s

t h e  c o n t e x t  r e q u i r e s  o t h e r w i s e ,

•(1) " a d j u s t e r "  m e a n s  a p e r s o n  who, for c o m p e n s a t i o n  as an 

i n d e p e n d e n t  c o n t r a c t o r  o r  as a n  e m p l o y e e  o f  a n  i n d e p e n d e n t  c o n t r a c t o r ,  

o r  f o r  fee o r  c o m m i s s i o n ,  i n v e s t i g a t e s  a n d  a d j u s t s  c l a i m s  a r i s i n g  

u n d e r  i n s u r a n c e  c o n t r a c t s  o n  b e h a l f  of  the i n s u r e r ,  b u t  do e s  not 

i n c l u d e  a n  a t t o r n e y  at l a w  w h o  a d j u s t s  i n s u r a n c e  l o s s e s  f r o m  ti m e  to 

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

i n s u r e r ;

(2) " a g e n t "  m e a n s  a p e r s o n  a p p o i n t e d  b y  a n  i n s u r e r  to 

s o l i c i t  a p p l i c a t i o n s  f o r  i n s u r a n c e  or a n n u i t i e s  on  its b e h a l f ,  a n d  if 

a u t h o r i z e d  to do so, to e f f e c t u a t e  a n d  c o u n t e r s i g n  i n s u r a n c e  c o n­

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

c o l l e c t  p r e m i u m s  o n  i n s u r a n c e  c r  a n n u i t i e s ;

(3) " a l i e n  i n s u r e r "  m e a n s  a n  i n s u r e r  f o r m e d  u n d e r  the laws 

o f  a c o u n t r y  o t h e r  t h a n  the U n i t e d  S t a t e s  of  A m e r i c a ,  its states, 

d i s t r i c t s ,  t e r r i t o r i e s ,  a n d  c o m m o n w e a l t h s ;

(4) [(2)] " a u t h o r i z e d  i n s u r e r "  m e a n s  a n  i n s u r e r  a u t h o r i z e d  

b y  a [ S U B S I S T I N G ]  c e r t i f i c a t e  o f  a u t h o r i t y  i s s u e d  b y  the d i r e c t o r  to 

t r a n s a c t  i n s u r a n c e  i n  this state;

(5) " b r o k e r "  m e a n s  a p e r s o n  w h o  is n o t  an  a g e n t  o f  the 

i n s u r e r  a n d  who, o n  b e h a l f  o f  the in s u r e d ,  f o r  c o m p e n s a t i o n  as an

-------------------
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i n d e p e n d e n t  c o n t r a c t o r  b y  c o m m i s s i o n  o r  fee, s o l i c i t s ,  n e g o t i a t e s ,  cr

t

p r o c u r e s  i n s u r a n c e  o r  r e i n s u r a n c e  or the r e n e w a l  or  c o n t i n u a n c e  of 

i n s u r a n c e  or r e i n s u r a n c e ;  or  in  a n y  m a n n e r  ai d s  in the s o l i c i t a t i o n ,  

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

r e i n s u r a n c e ,  f o r  i n s u r e d s  or p r o s p e c t i v e  i n s u r e d s  n o t  i n c l u d i n g  the 

b r o k e r ;

(6) [(3)] " c o m m i s s i o n e r "  m e a n s  the c o m m i s s i o n e r  o f  the 

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

(7) [(4)] " c o u r t "  m e a n s  s u p e r i o r  court;

(8) [(5)] " d i r e c t o r "  m e a n s  t h e  d i r e c t o r  o f  the d i v i s i o n  of

i n s u r a n c e ;

(9) l'(6)] " d i v i s i o n "  m e a n s  the d i v i s i o n  o f  i n s u r a n c e ,  

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

(10) [(7)] " d o m e s t i c  i n s u r e r "  m e a n s  a n  i n s u r e r  f o r m e d  u n d e r

the la w s  of this state;

(11) " f i r m "  m e a n s  a n  o r g a n i z a t i o n  o f  two o r  m o r e  l i c e n s e e s  

a c t i n g  in a s s o c i a t i o n  w i t h  e a c h  other, e i t h e r  in  a p a r t n e r s h i p ,  c o r p o­

ra t i o n ,  o r  o t h e r w i s e ,  or  a n  o r g a n i z a t i o n  i n  w h i c h  a s i n g l e  l i c e n s e .- 

h a s  less t h a n  50 p e r c e n t  o w n e r s h i p  i n t e r e s t  in the o r g a n i z a t i o n ;

(12) [(8)] " f o r e i g n  i n s u r e r "  m e a n s  a n  i n s u r e r  f o r m e d  u n d e r  

the laws of  a j u r i s d i c t i o n  o t h e r  t h a n  this s t a t e  a n d  i n c l u d e s  a n  a l i e n  

i n s u r e r ;

(13) " i n d e p e n d e n t  a d j u s t e r "  m e a n s  an  a d j u s t e r  r e p r e s e n t i n g  

the i n t e r e s t s  of  the in s u r e r ;

(14) [(9)] " i n d u s t r i a l  life i n s u r a n c e "  m e a n s  t h a t  f o r m  of

li f e  i n s u r a n c e  w r i t t e n  u n d e r  p o l i c i e s  w i t h  a f a c e  a m o u n t  o f  $ 1 , 0 0 0  oi 

less, w i t h  the w o r d s  " i n d u s t r i a l  p o l i c y "  i m p r i n t e d  o n  the f a c e  as p a r t  

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

ly oi m o r e  often;
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(15) [(10)] " i n s u r a n c e "  m e a n s  a c o n t r a c t  w h e r e b y  o n e  u n d e r­

tak e s  to i n d e m n i f y  a n o t h e r  or p a y  or p r o v i d e  a s p e c i f i e d  or d e t e r m i n­

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

(16) [ ( H ) ]  " i n s u r e r "  i n c l u d e s  a p e r s o n  e n g a g e d  as i n d e m n i­

tor, s u r e t y ,  or c o n t r a c t o r  i n  the b u s i n e s s  o f  e n t e r i n g  into c o n t r a c t s  

o f  i n s u r a n c e  or o f  a nnuity;

(17) [(12)] " p e r s o n "  h a s  the m e a n i n g  g i v e n  in A S  0 1 . 1 0 . 0 6 0

a n d  i n c l u d e s  a n  i n s u r e r ,  L l o y d s ,  f r a t e r n a l  b e n e f i t  s o ciety, m e d i c a l  

s e r v i c e  o r  h o s p i t a l  s e r v i c e  p l a n  as d e f i n e d  in A S  21.87, r e c i p r o c a l  or 

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

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

a n d  c l a i m s  a d j u s t e r s ;

(18) [(13)] " p o l i c y "  m e a n s  t h e  w r i t t e n  c o n t r a c t  o f  o r  w r i t ­

te n  a g r e e m e n t  f o r  or e f f e c t i n g  i n s u r a n c e ,  b y  w h a t e v e r  n a m e  called, and

i n c l u d e s  a l l  c l a u s e s ,  r i d e r s ,  e n d o r s e m e n t s  a n d  p a p e r s  a t t a c h e d  to it

a n d  a p a r t  o f  it;

(19) [(14)] " p r e m i u m "  m e a n s  t h e  c o n s i d e r a t i o n  for ins u r a n c e ,

b y  w h a t e v e r  n a m e  c a l l e d ,  a n d  b y  wi.atever m e t h o d  p a i d  or c o l l e c t e d  

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

s e r v i c e  o r  s i m i l a r  fee or c h a r g e  m a d e  in c o n s i d e r a t i o n  for a n  insur 

a n c e  c o n t r a c t ;

(20) " s o l i c i t o r "  m e a n s  an  i n d i v i d u a l  a u t h o r i z e d  b y  an  agenv. 

o r  b r o k e r  to s o l i c i t  a p p l i c a t i o n s  for i n s u r a n c e  as a r e p r e s e n t a t i v e  of 

t he a g e n t  or b r o k e r  a n d  to c o l l e c t  p r e m i u m s  in c o n n e c t i o n  w i t h  th 

i n s u r a n c e ;

(21) [(15)] " s t a t e "  m e a n s  a state, D i s t r i c t  o f  C o l u m b i a ,

t e r r i t o r y ,  c o m m o n w e a l t h , ^ o r  p o s s e s s i o n  o f  the U n i t e d  S t a t e s  o' 

A m e r i c a ;

(22) [(16)] " t r a n s a c t "  w i t h  r e s p e c t  to i n s u r a n c e  i n c l u d e s
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T O :  H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

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

o n  C S H B  46

I N T R O D U C T I O N

H i s t o r i c a l l y ,  t h e  A I A  h a s  t a k e n  t h e  p o s i t i o n  t h a t  

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

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

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

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

u n d e r w r i t i n g  c a p a c i t y  is a l l o c a t e d ,  c a n  a c t u a l l y  h a v e  t h e  

o p p o s i t e  e f f e c t .  T h e  A I A  d o e s  r e c o g n i z e  t h a t  t h e  p u b l i c  h a s  a 

l e g i t i m a t e  i n t e r e s t  i n  b e i n g  a s s u r e d  t h a t  it w i l l  n o t  b e  d e n i e d  

a c c e s s  t o  c o v e r a g e  o n  a n  a r b i t r a r y  b a s i s .

T h e  A I A  i s i n p a r t i c u l a r  c o n c e r n e d  a b o u t  t h e  

c a n c e l l a t i o n  a n d  n o n - r e n e w a l  l e g i s l a t i o n  c o n t a i n e d  i n  H B 4 6 .

N O T I C E  O F  C A N C E L L A T I O N  ( S E C T I O N S  3 5  & 36 , p . 1 9 )

T h e s e  s e c t i o n s  p r o p o s e  a (50 d a y  m a n d a t o r y  c a n c e l l a t i o n  

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

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

r e q u i r e m e n t s  b e  t h r o u g h  r e g u l a t i o n  r a t h e r  t h a n  l e g i s l a t i o n .  T h e  

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

A j u s t c o  I n c . ,  t h a t  a j u m p  t o  3 0  d a y s  w o u l d  b e  f a r  l e s s  

t h r e a t e n i n g  t o  t h e  i n d u s t r y  t h a n  6 0  d a y s .



L I M I T S  ON THE C A N C E L L A T I O N  OF B U S I N E S S  AMD COMMERCI AL I N S U R A N C E
P O L I C I E S  ( S E C T I O N  34, p p .  13. 1 9 )

T h i s  s e c t i o n  p r e s c r i b e s  that' b u s i n e s s  a n d  c o m m e r c i a l  

p o l i c i e s  c a n  o n l y  b e  c a n c e l l e d  t o r  10 s p e c i f i e d  r e a s o n s ,  o r  b y  

s p e c i a l  p e r m i s s i o n  b y  t h e  D i r e c t o r  o f  I n s u r a n c e .  T h i s  s e c t i o n  

t i e s  in w i t h  t h e  60 d a y  c a n c e l l a t i o n  n o t i c e .  A m o n g  t h e  r e a s o n s  

s p e c i f i e d ,  w h i c h  w o u l d  a l l o w  f o r  60 d a y  c a n c e l l a t i o n  a r e

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

t h e  i n s u r a n c e  p o l i c y ;  p h y s i c a l  c h a n g e s  in t h e  i n s u r e d  p r o p e r t y  

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

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

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

It is u n r e a s o n a b l e  t o  r e g u i r e  60 o r  e v e n  a 30 d a y  n o t i c e  

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

m i s r e p r e s e n t a t i o n .  It is s u g g e s t e d  t h a t  t h e  r e a s o n s  in 

s u b p a r a r g r a p h s  1 t h r o u g h  6 r e g u i r e  o n l y  a 10 d a y  c a n c e l l a t i o n  

n o t i c e  a n d  t h a t  t h e  a d d i t i o n a l  s e c t i o n s  r e g u i r e  a 30 d a y  

c a n c e l l a t i o n .

F A I L U R E  T O  R E N E W  ( S u b s e c t i o n  37, p. 2 0 )

T h i s  s e c t i o n  r e q u i r e s  45 d a y s  n o t i c e  f o r  n o n - r e n e w a l  o f  

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

i n v o l v i n g  c a n c e l l a t i o n ,  t h e  A I A  r e q u e s t s  t h a t  t h i s  b e  c h a n g e d  to 

30 d a y s .

R E M A R K S

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

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

s e c t i o n s  q o  i n t o  e f f e c t .  T h e  A I A  s u q g e s t s  t h a t  a s o u n d  

c a n c e l l a t i o n / n o n - r e n e w a l  r e g u l a t i o n  s h o u l d  n o t  e x a c t  a p e n a l t y  

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

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

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

u n t i l  p r o p e r  n o t i c e  o f  t h e  c h a n g e  is g i v e n .  O n c e  t h e  p r o p e r  

n o t i c e  is p r o v i d e d ,  t h e  i n s u r e d  h a s  30 d a y s  t o  a c c e p t  a 

n o n - r e n e w a l .  C o v e r a g e  f o r  a n y  p e r i o d  o f  t i m e  t h a t  e x t e n d s  b e y o n d  

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

p r i o r  y e a r ' s  r a t e .

P r e p a r e d  b y  T o m  S l a g l e

R o b e r t s o n ,  M o n a g l e  & E a s t a u g h ,  P . C .

( 9 0 7  ) 5 8 6 - 3 3 4 0

T J S ; m b ; d d :46
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Phon6: 
(•K>7) 465-3892

Labor and Commerce Committee

March 24, 1987 

M E M O R A N D U M

To: Members, House Labor and Commerce Committee

From:

Re:

Representative Dave Donley, Chair 
House Labor and Commerce Committee

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. Mailing Address for Notice of Cancellation. HB 46 
requires an insurance company to send notice of 
cancellation to the address shown on the policy. I 
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



a l r e a d y  d e f i n e d  i n  c u r r e n t  law, A S  2 1 . 7 7 . 9 0 0 ( 1 1 ) ,  s o  t h i s  
l a n g u a g e  i s  u n n e c e s s a r y .

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

1. R e s t o r i n g  t h e  b o n d i n g  r e q u i r e m e n t  t o  $ 5 , 0 0 0 ,  a s  i n  
c u r r e n t  law.

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

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



A T A C "  '
r . L . r t ^ i v r ’. K.'i I  t il ' ' 1 ju .  f

F e b r u a r y  2 2 , 1 9 8 ?

-FEB 2 5 lony
R e p r e s e n t a t i v e  J o h n  S u n d  

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

H o u s e  o f  R e p r e s e n t a t i v e s  

PO Boh If
J u n e a u ,  f i l a s k a  9 9 8 1 1

D e a r  R e p r e s e n t a t i v e  S u n r i :

I h a v e  b e e n  in  c o n t a c t  m i t h  y o u r  a i d s ,  S h a r i  K o c h m e n ,  a n d  a t  h e r  

r e q u e s t  1 a m  w r i t i n g  t o  f o r m a l i z e  m y  o r g a n i z a t i o n ' s  r e q u e s t  f o r  

l e g i s l a t i v e  a c t i o n  t h i s  s e s s i o n .  ■

I t  is  m y  u n d e r s t a n d i n g  t h a t  H o u s e  B i l l s  71 a n d  4 5  a r e  b e i n g  c o n s i d e r e d  

t h i s  m e e k  in  t h e  H o u s e  L a b c r  a n d  C o m m e r c e  c o m m i t t e e .  I m o u l d  like, 

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

P.s y o u  m a y  r e c a l l ,  t h e  R m e r i c a n  C o l l e g e  o f  N u r *  e - K i d m i v e s ,  o u r  

n a t i o n a l  o r g a n i z a t i o n ,  l o s t  i t s  p r o f e s s i o n a l  l i a b i l i t y  i n s u r a n c e  i n  J u n e  

1925.  ( S e e  ' F a c t  S h e e t :  N u r s e - M i d m i v e s  a n d  t h e  M a l p r a c t i c e  I n s u r a n c e  

C r i s i s ' ) .

T h e  f . m e r i c a n  C o l l e g e  o f  N u r s e - M i d m i v e s  ( R C N M )  s u c c e s s f u l l y  p a s s e d  

i i i i o  ' B i s k  R e t e n t i o n '  b i l l s  i n  C o n g r e s s  t h i s  p a s t  s u m m e r .  T h e s e  b i l l s  l a y  

t h e  g r o u n d w o r k  f o r  R C N M  t o  s t a r  1 i t ' s  o u m  i n s u r a n c e  c o m p a n y  i f  i t 

D e c o m . e s  n e c e s s a r y  in t h e  f u t u r e .  H o m e l i e r ,  m e  m o u l d  d o  s o  o n l y  a s  a n  

e x t r e m e  l a s t  r e s o r t .

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

p r e s s e d  e n o u g h  t o  c o m e  t h r o u g h  a t  t h e  ' e l e u e n l h  h o u r '  m i t h  a  

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

i n s u r a n c e  p o l i c y .  T h e  c o m p a n y  is  t h e  f i m e r c a n  C a s u a l t y  C o m p a n y ,  a 

C N R  i n s u r a n c e  c o m p a n y  b a s e d  in  C h i c a g o .  UJe h a u e  r e c e i v e d  

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

R C N M  M e m o  r e g a r d i n g  I n s u r a n c e  U p d a t e  d a t e d  S e p t e m b e r  9 , 1 9 8 6 ) .

R s  l i n n  r a n  v p p . h i p  a r p  in  a i ip r t i  r l i f f p r p n t  n r K i l i n n  t f m  n o ? r  IMo h f» no



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

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

n e c e s s a r y .  H o w e v e r ,  I n a v e  r e c e i v e d  r e q u e s t s  f r o m  s t a t e  m e m b e r s  

m h o  d e s i r e  u c c e s s  t o  M I C f i  o s  o n  o l t e r n e t i u e  i o  t i r e  C N R  p o l i c y .

T h e r e  o r e  a t  l e a s t  f o u r  R i c s k e n  C N M ' s  m h o  o r e  b e i n g  b a c k e d  b y  

p h y s i c i a n s  m h o  g e t  t h e i r  i n s u r a n c e  t h r o u g h  M 1 C R .  T h e  C N M ' s  h a v e  

c o n t a c  t e d  M I C R  t o  i n f o r m  t h e  c o m p a n y  t h a t - t h e n  h a v e  t h e i r  o w n

D i  d s '

^ - N M ^ T i i e y  o r e  a p p a r e n t l y  t o t a l l y  d i s r e g a r d i n g  t h e  n u r s e - m i d w i f e  s

o m n  c c v e r a o e .  a M i C R  s t a t u t e  a m e n d m e n t  m o u l d  m o k e  it p o s s i b l e  f o r  «/
a c e r t i f i e d  n u r s e - m i d m i f e  t o  a c q u i r e  a n  i n d i v i d u a l  p o l i c y  t h r o u g h  

M I C R .  P e r h a p s  i f  t h e  C N M  h o d  h e r  o m n  c o v e r a g e  t h r o u g h  M : C f i ,  t h e  

p h y s i c i a n  ’p e n a l t y 1 f a c t o r  ( e n d ,  t h e r e f o r e ,  a  C K H  p r a c t i c e  h i n d r a n c e )  

w o u l d  b e  e l i m i n a t e d .  I n  a d d i t i o n ,  t h o s e  C N M ' s  n e e d i n g  h i g h e r  

c o  n o g e  r n i o h t  b e  e b i e  t o  n e t  i t  t h r o u a h  M I C R .J   ̂ -t mm

I n  p u r s u i n g  a M I C R  a m e n d m e n t  t h e r e  e r e  t w o  i s s u e s  t o  c o n s i d e r .  T c  

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

M I C R  c o v e r a g e  u n l e s s  M i C f i ' s  r a t e  s t r u c t u r e  m a s  s i m i l a r  t o  t h a t  

o f f e r e d  b y  t h e  n a t i o n a l  p o l i c y  m i t h  C N R .  I h a v e  b e e n  t o l d  i n  t h e  p a s t  

b y  f i r t  S t a n f o r d  a t  M I C R  t h a t  m e  m o u l d  b e  p i a c e d  in t h e  F a m i l y  

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

m c i r i w i i v e l u  i i io f t .  I t  i s  m u  n o p e  t h a t  M I C R  m o u l d  h a v e  i c  J u s t i f y  t h i smf 'mi r  ** -

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

u s  in  t h a t  c a t e g o r y .  N a t i o n a l  d a t a  d o e s  p r i s t  r e c o r d i n g  l a m s u i l s  

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

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

a  r a t e  s t r u c t u r e  f o r  c e r t i f i e d  n u r s e - m i d m i u e s .

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

a n d  o d v a n c e d  n u r s e  p r a c t i t i o n e r s ' .  C e r t i f i e d  n u r s e - m i d m i u e s  a r e  

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

m o r d i n g  m o u l d  g i v e  a  b r o a d e r  c a t e g o r y  o f  n u r s e s  a c c e s s  t o  M i C R  i f  

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

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

in  f i l a s k a  ) .

I n  s u m m a r y ,  c e r t i f i e d  n u r s e - m i d m i u e s  in  f i l a s k a  c o n t i n u e  t o  s e e k  

a c c e s s  t o  M I C R  l i a b i l i t y  i n s u r a n c e  a s  a n  a l t  . ' m o t i v e  t o  t h e  C N R  p o l i c y  

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

s e s s i o n .  T h a n k s  f o r  y o u r  t i m e  o n d  e f f o r t s .



S i n c e r e l y .

M a r i l y n  P i e r c e - B u l g e r ,  C N M  

C h a i r m a n ,  f i l a s k a  C h a p l e t  R C N M  

D o n  9 4 1 6  l l i i o n d  R o a d  

E a g l e  R i u e r ,  R K  9 9 5 7 7  

LLJk 2 6 5 - 9 2 4 5  h m  6 9 4 - 6 0 7 6

E n c l o s u r e s
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y o u r  c h a p t e r .

DATE:  S e p t e m b e r  9 ,  1 9 8 6

F i l i n g s  a n d  A p p l i c a t i o n s

ACKM t i n s  b e e n  i n f o r m e d  b y  CKA t h a t  r a t e  f i l i n g s  f o r  e a c h  
s t a l e  w e r e  s e n t  t o  s t a t e  i n s u r a n c e  c o m m i s s i o n e r s  o n  F r i d a y ,  
A ugust 2 9 ,  1 9 8 6 .  'D ie  a p p l i c a t i o n s  w i l l  b e  s e n t  t o  CKMs a s  t h e
f i l i n g s  a r e  a p p r o v e d .  A l t h o u g h  s o m e  s t a t e s  h a v e  " f i l e  a n d  u s e "  
r e g u l a t i o n s ,  t h i s  a p p l i e s  o n l y  t o  t h e  i n s u r a n c e  " r a t e s , "  n o t  t o  
t h e  " f o r m s , "  w h i c h  s t i l l  n e e d  t o  b e  a p p r o v e d  b y  t h e  s t a t e  b e f o r e  
t h e  i n s u r a n c e  ma y  b e c o m e  e f f e c t i v e .  CKA i s  e x p e c t i n g  m o s t  
a p p r o v a l s  t o  c o m e  t h r o u g h  t h i s  w e e k  a n d  h a s  a p p l i c a t i o n s  r e a d y  t o  
m a i l  a s  t h e  a p p r o v a l s  c o m e  i n .

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

H o s p i t a l  P r i v i l e g e s  a n d  t h e  A m o u n t  o f  C o v e r a g e :  1 m i l l i o n / 1  m i l l i o n

ACKM h a s  r e c e i v e d  m a n y  c a l l s  f r o m  CKMs r e q u e s t i n g  1
m i l l i o n / 3  m i l l i o n  c o v e r a g e  u n d e r  t h i s  CKA p o l i c y .  T h e  CKMs a r e
c o n c e r n e d  a b o u t  l o s i n g  h o s p i t a l  p r i v i l e g e s  s i n c e  t h e y  a r e  u n a b l e  
t o  p u r c h a s e  t h e  1 m i l l i o n / 3  m i l l i o n  c o v e r a g e  r e q u i r e d  by  m a n y  
h o s p i t a l s .

ACKM d i d  t r y  t o  o b t a i n  1 m i l l i o n / 3  m i l l i o n  c o v e r a g e  f r o m  
t h e  i n s u r a n c e  c o n s o r t i u m .  H o w e v e r ,  b e c a u s e  o f  c o n d i t i o n s  i n  t h e  
m a r k e t  p l a c e  , t h i s  c o v e r a g e  i s  n o t  a v a i l a b l e  a t  t h e  p r e s e n t  t i m e .  
ACKM w i l l  c o n t i n u e  t o  t r y  t o  o b t a i n  t h i s  c o v e r a g e  i n  t h e  f u t u r e  
a n d  CKA h a s  i n d i c a t e d  t h a t  t h e y  ma y  r e e v a l u a t e  t h e  c o v e r a g e  i n  
n o t  l e s s  t h a n  1 y e a r .

I n  t h e  m e a n t i m e ,  CKMs  a n d  o t h e r  h e a l t h  c a r e  p r o v i d e r s  
( i n c l u d i n g  p h y s i c i a n s )  a r e  f a c e d  w i t h  t h e  d i f f i c u l t  t a s k  o f  
c o n v i n c i n g  h o s p i t a l  a d m i n i s t r a t o r s  a n d  h o s p i t a l  r i s k  m a n a g e r s  t o  
a c c e p t  t h e .  l o w e r  l e v e l  o f  c o v e r a g e  d u r i n g  t h i s  i n t e r i m  t i m e



p e r i o d .  I n  s o m e  a r e a s  o f  t h e  c o u n t r y  CKMs a n d  p h y s i c i a n s  h a v e  
b e e n  s u c c e s s f u l  i n  a c h i e v i n g  t h i s  o u t c o m e .  T h e  f o l l o w i n g  i s  s o m e  
i n f o r m a t i o n  w h i c h  ma y  b e  u s e f u l  i n  t h i s  r e g a r d .

G e n e r a l l y ,  i t  i s  t h e  i n d i v i d u a l  h o s p i t a l  w h i c h  d e t e r m i n e s  
t h e  r e g u l a t i o n s  f o r  m e d i c a l  s t a f f  p r i v i l e g e s  r e g a r d i n g  t h e  
r e q u i r e m e n t s  f o r  a d e q u a t e  i n s u r a n c e  c o v e r a g e .  Ma n y  t i m e s  t h e  
h o s p i  t e l  b y - l a w s  s p e c i f y  a s p e c i f i c  a m o u n t  o f  c o v e r a g e .  I n  o t h e r  
c i r c u m s t a n c e s  t h e y  r e a d  " a d e q u a t e "  c o v e r a g e .  Yo u  n e e d  t o  f i r s t  
b e e t  e  f a m i l i a r  w i t h  t h e  s p e c i f i c  s i t u a t i o n  i n  t h e  h o s p i t a l  y o u  
a r e  e a 1 i  n g w i t h .  K e x t  y o u  n e e d  t o  l e a r n  h o w  t  h e  s e  r e g u l a t i o n s  
a r e  v o t e d  u p o n  o r  d e c i d e d  i n  o r d e r  t o  c h a n g e  t h i s  s i t u a t i o n .  
( F o r  e x a m p l e ,  i f  t h e  w o r d  " a d e q u a t e "  i s  u s e d ,  y o u  n e e d  t o
i n f l u e n c e  t h e  p e r s o n  w h o s e  j o b  i t  i s  t o  d e t e r m i n e  w h a t  " a d e q u a t e "  
m e a n s .  I n  o t h e r  c a s e s ,  y o u  ma y  n e e d  t o  a m e n d  t h e  b y - l a w s . )  I t
w o u l d  a l s o  h e l p  t o  b e  f a m i l i a r  w i t h  t h e  l a w s  i n  y o u r  p a r t i c u l a r  
s t a t e  t h a t  i n f l u e n c e  m a l p r a c t i c e  c l a i m s .  T h e r e  a r e  a n u m b e r  o f  
s t a t e s  w h i c h  h a v e  p l a c e d  a " c a p "  o n  a w a r d s  a n d  o t h e r  t o r t  r e f o r m  
e f f o r t s  a r e  t e i n g  d i s c u s s e d .  Do t a k e  t h e  t i m e  t c  b e c o m e  i n f o r m e d  
w i t h  t h e s e  i s s u e s  p r i o r  t o  s c h e d u l i n g  a n  a p p o i n t m e n t  w i t h  y o u r  
a p p r o p r i a t e  d e c i s i  o n - m a k e r .

I n  d i s c u s s i n g  t h i s  p r o b l e m  w i t h  t h e  c h i e f  u n d e r w r i t e r  a t  
CKA,  t h e  f o l l o w i n g  a d v i c e  w a s  g i v e n :  I m p r e s s  o n  y o u r  h o s p i t a l
t h a t  CKA i s  a n  A+ r a t e d  c a r r i e r  a n d  t h a t  t h e  S I  m i l l i o n  p e r  l o s s  
i s  t h e  m o s t  i m p o r t a n t  l i m i t .  I t . i s  e x t r e m e ! v  r a r e  f o r  a p r o v i d e r  
t o  r e a c h  o r  n e e  a a S 3  m i l l i o n  a g g r e g a t e  l i m i t .  ( I n  f a c t ,  t h i s  
CKA u n d e r w r i t e r  i n d i c a t e d  t h a t  s h e  h a d  n o t  s e e n  a c a s e  w h e r e  a 
p h y s i c i a n  o r  o t h e r  p r o v i d e r  n e e d e d  t h e  S 3  m i l l i o n  a n n u a l  
a g g r e g a t e  o u t  o f  t h e  t h o u s a n d s  o f  c a s e s  w h i c h  s h e  h a d  h a n d l e d ) .  
P e r h a p s  a s k  y o u r  h o s p i t a l  t o  i n v e s t i g a t e / d o c u m e n t  w h e n  a n y  o f
t h e i r  s t a f f  h a d  n e e d e d  t h e  S 3  m i l l i o n  a g g r e g a t e .  W i t h o u t  b e i n g
a n t a g o n i s t i c ,  i t  w o u l d  b e  v e r y  u s e f u l  t o  f o r c e  t h e m  i n  t h i s  wa y
t o  c o n f r o n t  t h e  r e a l i t y  o f  t h i s  p e r c e i v e d  n e e d .

I t  w o u l d  a l s o  b e  h e l p f u l  t o  l o o k  a t  t h e  ACKM c l a i m s  d a t a  
f o r  y o u r  s t a t e .  M o s t  c h a p t e r  c h a i r s  h a v e  u s e d  t h i s  i n f o r m a t i o n  
i n  d i s c u s s i o n s  w i t h  s t a t e  i n s u r a n c e  c o m m i s s i o n e r s .  P r e s e n t  t h e
d a t a  a c c u r a t e l y  b u t  s e l e c t  t h e  m o s t  f a v o r a b l e  d a t a  t o  h i g h l i g h t .
P .e m e rab e r  t h a t  CNM c a s e s  a r e  v e r y  i n f r e q u e n t ,  a n d  t h a t  t h e  S I  
m i l l i o n  p e r  l o s s  l i m i t  p r o v i d e s  t h e  h o s p i t a l  w i t h  p r o t e c t i o n  
a g a i n s t  s e v e r i t y .

T r y  t o  g e t  s u p p o r t  f r o m  t h e  o t h e r  h e a l t h  p r o v i d e r s  i n  t h e  
h o s p i t a l s .  T h i s  i n s u r a n c e  c r i s i s  h a s  h i t  e v e r y o n e  a n d  p h y s i c i a n  
p r e m i u m s  a r e  a l s o  s k y r o c k e t i n g .  T h e y  ma y  b e  c o n s i d e r i n g  s i m i l a r  
b y - l a w s  c h a n g e s  o r  a d m i n i s t r a t i v e  a p p e a l s .
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C h a p t e r  C h a i r s  
S e p t e m b e r  9 ,  1 9 S 6 
P a g e  3

P. cm e m b e r  t h a t  h o s p i t a l  p e r s o n n e l  a r e  i n f l u e n c e d  b v  a 
n u m b e r  o f  p e o p l e .  C o u l d  y o u r  i n s u r a n c e  c o m m i s s i o n e r  h e l p ?  W h a t  
a b o u t  y o u r  s t a t e  h e a l t h  c o m m i s s i o n e r ?  T h e  g o v e r n o r ?  T h e  m a y o r ?  
W o u l d  n n  a r t i c l e  i n  t h e  p a p e r  i n f o r m i n g  c o n s u m e r s  . . h e l p ?  . . .  A l s o ,  
H e l e n  V.  B u r s t  h e a d s  u p  t h e  C o l l e g e ' s  T a s k  F o r c e  o n  J C A H .  O n l y  
C.WMs i n  a p a r t i c u l a r  s i t u a t i o n  c a n  d e t e r m i n e  t h e  b e s t  s t r a t e g y .  
G o o d  l u c k .

M R P :vh

c c :  B o a r d  o f  D i r e c t o r s
S t a f f
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F A C T  S H E E T :  N U R S E - M I D W I  V K S

A N D  T H E  M A L P R A C T I C E  I N S U R A N C E  C R I S I S

Y l i E  P R O B L E M  O v e r  h a l f  o f  t h e  A m e r i c a n  C o l l e g e  o f  N u r s c -

M i d w i v e s 1 m e m b e r s  h a v e  l o s t  fhc-ir rna 1 pr a c -  

ti c e  i n s u r a n c e ,  a n d  s o  far n o  c o m p a n y  in t h e  

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

a r e p l a c e m e n t  p o l i c y .  T h e  t h r e a t  o f  a n  

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

o t h e r  m e  m b e r s  as w e l l .  T h i s  s i t u a t i o n  is 

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

a n c e  i n d u s t r y  a n d  n o t  b y  A C K M  p r o f e s s i o n a l  

p e r f o r m a n c e .  In an a t t e m p t  to k e e p  p r a c t i c ­

i n g ,  n u r  se-ini d w i v e s  h a v e  b e e n  f o r c e d  to 

p u r s u e  a v a r i e t y  o f  t e m p o r a r y  c o v e r a g e s  ( s e e  

o p t i o n s ,  p a g e  3). B u t  t h e  o u t l o o k  f o r  a 

m o r e  s a t i s f a c t o r y  r e m e d y  is b l e a k .  V i r t u ­

a l l y  an e n t i r e  p r o f e s s i o n  is in j e o p a r d y  o f  

e x t i n c t i o n .

B A C K G R O U N D  T h e  A m e r i c a n  C o l l e g e  o f  N u r s e - M i d w i v e s

( A C N M )  is t h e  p r o f e s s i o n a l  o r g a n i z a t i o n  f or 

n a t i o n a l l y  c e r t i f i e d  n u r s e - m i d w i v e s  ( C K M s )  

in t h e  U n i t e d  S t a t e s .  I t s  2 , 5 0 0  m e m b e r s  

r e p r e s e n t  c l o s e  t o  85 p e r c e n t  o f  t h e  p r o ­

f e s s i o n  .

M e m b e r s  o f  t h e  C o l l e g e  a r e  e x p e r t s  in c a r e  

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

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

m o t h e r  a n d  c h i l d  a f t e r  t h e  b a b y  is b o r n .

N o  m e m b e r  is a n  " o r d i n a r y  m i d w i f e "  i n  t h e  

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

w i t h  2 8  i n s t i t u t i o n s  o f  h i g h e r  l e a r n i n g ,  
a m o n g  t h e m  Y a l e ,  C o l u m b i a ,  S t a n f o r d ,  G e o r g e -



D E T A I L S  O F  

T H E  C U R R E N T  

C R I S I S

P R O F E S S I O N A L

R E C O R D
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T O  O B T A I N  N E W  

I N S U R A N C E

-2-

t o w n  a n d  m a n y  s t a t e  u n i v e r s i t i e s .  C K M s  a rk 

in c l i n i c a l  c o l l a b o r a t i o n  w i t h  p h y s i c i a  s.

B e t w e e n  J u l y  1/ 1 9 8 4 ,  a n d  J u l y  1, 1 9 8 5 ,  

a b o u t  1 , 4 0 0  C N M s  h a d  m a l p r a c t i c e  i n s u r a n c e  

u n d e r  a b l a n k e t  A C N M  p o l i c y  w r i t t e n  b y  t h e  

M u t u a l  F i r e ,  M a r i n e  & I n l a n d  I n s u r a n c e  C o m ­

p a n y  o f  P h i l a d e l p h i a .

T h e - c o m p a n y  n o t i f i e d  A C N M  i n  M a y  1 9 8 5  t h a t  

t h e  p o l i c y  w o u l d  n o t  b e  r e n e w e d  —  n o t  b e ­

c a u s e  o f  i t s  m e m b e r  s' p r o f e s s i o n a l  p e r f o r m ­

a n c e ,  b u t  b e c a u s e  of g e n e r a l  c o n d i t i o n s  in 

t h e  i n s u r a n c e  i n d u s t r y  ( t h e  u n a v a i l a b i l i t y  

o f  r e i n s u r a n c e ) .

M u t u a l  F i r e  M a r i n e  a n d  I n l a n d  is t h e  t h i r d  

i n s u r a n c e  c a r r i e r  t h e  A C N M  h a s  w o r k e d  w i t h  

in t h e  p a s t  t h r e e  y e a r s .  I n  t h e  1 9 7 0 s  t h e  

p r e m i u m  p e r  m e m b e r  w a s  £ 3 8  p e r  y e a r .  It h a d  

r i s e n  t o  a n  a v e r a g e  o f  $ 1 , 0 0 0  a y e a r  in 1 9 8 5 .

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

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

c o n s i d e r e d  l o w  a m o n g  m e d i c a l  p r o f e s s i o n ­

als.'

A f t e r  M u t u a l  F i r e ' s  n o n - - r e n w a l ,  A C N M ,  t h r o u g h  

i t s  i n s u r a n c e  b r o k e r ,  c o n t a c t e d  17 i n s u r a n c e  

c o m p a n i e s  in t h e  U. S. A C N M  b e l i e v e s  t h i s  

r e p r e s e n t s  m o s t  c a r r i e r s  w h o  w r i t e  p r o f e s ­

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

C o l l e g e  h a s  b e e n  t u r n e d  d o w n  b y  a l l  o f  t h e m .

P e r s o n a l  a p p e a l s  t o  i n s u r a n c e  c o m p a n y  

e x e c u t i v e s  y i e l d e d  n o  r e s u l t s ,  a n d  a d d i ­

t i o n a l  a p p e a l s  t o  t h e m  e m p h a s i z i n g  t h e  l o w  

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

m a  o e .

N u r s e - m i d w i v e s  h a v e  b e e n  t a l k i n g  w i t h  i n ­

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

o f f i c i a l s  of i n d i v i d u a l  s t a t e s .  To d a t e  

o n l y  o n e  s t a t e  o u t  o f  f i f t y  - -  N e w  J e r s e y  - -  

h a s  b e e n  a b l e  t o  o f f e r  i n s u r a n c e  f r o m  a 

p r i v a t e  c a r r i e r .



C K M s  f e e l  b o t h  a m o r a l  a n d  a p r a c t i c a l  

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

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

I a n y  u n i n t e n t i o n a l  h u m a n  e r r o r  o n  t h e i r

p a r t .  In a d d i t i o n ,  m a n y  C K M s  m u s t  c a r r y  

m a l p r a c t i c e  i n s u r a n c e  t o  r e t a i n  t h e i r  

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

I N S U R A N C E  O P T I O N S  - I n  s o m e  s t a t e s ,  i n d i v i d u a l  C K M s  h a v e  f o u n d  

l-'Oil l K M s  I K  1 9 8 5  c o v e r a g e  t h r o u g h  a n  i n s u r e r  s u c h  a s  a p h y ­

s i c i a n - o w n e d  c o m p a n y ,  b u t  t h e s e  p o l i c i e s  

u s u a l l y  c a r r y  p r a c t i c e  r e s t r i c t i o n s .

- S o m e  C K M s  m a y  b e  c o v e r e d  t h r o u g h  t h e i r  

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

p e r s o n a l  l i a b i l i t y  t h e r e f o r e  A C K M  e n c o u r a g e s  

C K M s  t o  c a r r y  t h e i r  o w n  p r o f e s s i o n a l  l i a b i l ­

i t y  i n s u r a n c e  as w e l l .

- P r o v i d i n g  t h a t  c e r t a i n  c o n d i t i o n s  a r e  m e t ,  

C K M s  m a y ,  f o r  t h e  t i m e  b e i n g ,  o b t a i n  c o v e r ­

a g e  t h r o u g h  t h e  A m e r i c a n  .Kurr.es A s s o c i ­

a t i o n ' s  ( A N A ' s )  or t h e  A m e r i c a n  C o l l e g e  o f  

O b s t e t r i c i a n s  a n d  G y n e c o l o g i s t s '  ( K A A C O G ' s )  

i n s u r a n c e  p o l i c i e s .

- S o m e  s t a t e s  - -  e . g . ,  N e w  Y o r k  a n d  T e x a s  - -  

h a v e  e x t e n d e d  j o i n t  u n d e r w r i t i n g  a u t h o r i t y  

t o  i n c l u d e  n u r s e - m i d w i v e s . H o w e v e r ,  a n t i c i ­

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

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

w i v e s  is ^ 2 5  , 0 0 0 .

-  N u r s e  m i d w i v e s  a r e  a p p e a l i n g  t o  C o n g r e s s  

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

r e l i e f .
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NURS E  P R A C T IT IO N E R S  are
Registered Nurses who have obtained 
advanced education.
Theyare l icensedbytheStateof Alaska and 
i d e n t i f i e d  by t h e  i n i t i a l s  A .N .P .  
(Advanced Nurse Practitioner).

N U R S E  P R A C T IT IO N E R S  are 
skilled in helping you achieve your maximum 
potential of wellness.
Teaching and education are important to 
help you understand your body and live a 
healthier life.

N U R S E  P R A C T I T I O N E R S
emphasize the PREVENTION of illness
and the PROMOTION of health.
In addition to health teaching and counsel'
ing, NURSE PRACTITIONERS perform
complete physical examinations, diagnose
and treat common illnesses, manage stable 

«

chronic condit ions and prescribe and 
monitor medicat ions. When necessary 
NURSE PRACTITIONERS consult with 
and/or refer you to other health profession­
als in the community.

A s  w i t h  o t h e r  p r o f e s s i o n s , N U R S E  

P R A C T I T I O N E R S  h a v e  s p e c i a l  a r e a s  of 

ex p e r t i s e :

PEDIAT RIC N U R S E  P R A C T I T IO N E R S  

w o r k  w i t h  i n fan t s ,  ch i ld re n ,  a d o l e s c e n t s  

a n d  t h e i r  p a r e n t s .  T h e i r  e x p e r t i s e  is in chi ld 

g r o w t h  a n d  d e v e l o p m e n t  a n d  t h e  spec ia l  

n e e d s  of t h e  h a n d i c a p p e d  or  g if ted  chi ld 

a n d  family.

T h e y  d i a g n o s e ,  t r e a t ,  a n d  m a n a g e  a c u t e  

a n d  c h r o n ic  i l l n e s s e s  a n d  p ro v ide  p a r e n t  

e d u c a t i o n .

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

w o r k  w i t h  e ld er ly  in d iv id u a l s  a n d  fami l i es  

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

c l i e n t  to m a i n t a i n  t h e  h i g h e s t  d e g r e e  of 

i n d e p e n d e n c e  poss ib le .

W O M E N ' S  HEALTH C A R E  N U R S E  

P R A C T I T I O N E R S  provide  c o m p le t e  o b s t e t ­

rical  a n d  g y n e c o lo g ic a l  c a r e  to w o m e n  of all 

a g e s .

A D U L T  N U R S E  P n A C T l  i I O N  E R S  

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

h e a l t h y  l i festy le .  T h e i r  e x p e r t i s e  is in a d u l t  

g r o w t h  a n d  d e v e l o p m e n t  t h r o u g h  t h e  

l i f e s p an .

C E R T I F I E D  N U R S E  M I D W I V E S  w o rk  

w i t h  t h e  p r e g n a n t  family .  Th eir  e x p e r t i s e  is 

p r e n a t a l  c a r e ,  l ab o r  a n d  del ivery ,  a n d  p o s t  

p a r t u m  ca re .

FA M IL Y  N U R S E  P R A C T I T I O N E R S  

w o r k  w i t h  i n d i v id u a l s  a n d  f a m i l i e s  of all 

a g e s .  T h ey  a r e  c o n s i d e r e d  t h e  g e n e r a l i s t  of 

n u r s e  p r a c t i t i o n e r s .  T h e i r  e x p e r t i s e  is in 

v i e w i n g  t h e  ove ra l l  h e a l t h  a n d  w e l l - b e i n g  of 

t h e  f am i ly  uni t .  T h e y  d i a g n o s e  a n d  t r e a t  

a c u t e  a n d  c h r o n i c  i l l n e s s e s  of i n d iv id u a l s  of 

all a g e s .



N U R S E  P R A C T I T I O N E R S  w o r k  

in e m er g en cy  room s, hospi tals,  clinics, nmbula-  

ii ' ry c;iri; c e n t e r s ,  p h y s i c i a n  o ff ices ,  h e a l t h  

d e p a r t m e n t s ,  s t u d e n t  h e a l t h  c e n t e r s  a n d  

vis i t ing n u r s e  a g e n c i e s .

N u r s e  
P r a c t i t i o n e r s

Also.  N U R S E  P R A C T I T I O N E R S  m ay  

h a v e  the i r  o w n  pr iva te  p r a c t i c e s .

N U R S E  P R A C T I T I O N E R S  w o r k  w i th  

you to r e d u c e  yo u r  h e a l t h  c a r e  cos t ,  'n  

g e n e r a l ,  t h ey  co s t  no  m o r e  a n d  o ' t e n  !e^s 

t h a n  a p h y s i c i an  in y o u r  a r e a .

C O P Y R I G H T  •• 1936 
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P r e p a r e d  b y :  R l a s k a  D i u i s i o n  o f  I n s u r a n c e  

D a t e :  3 / 1 0 / 8 7

O U E B U I E W

T h i s  m o r k  d r a f t  c o m m i t t e e  s u b s t i t u t e  e n c o m p a s s e s  a b o u t  12 i n s u r a n c e  

i s s u e s  in  o n e  " o m n i b u s 11 bi l l  o n  i n s u r a n c e  i s s u e s .  M o s t  o f  t h e  i t e m s  

c o n t a i n e d  in t h e  bil l  h a u e ,  a t  o n e  t i m e  o r  a n o t h e r ,  b e e n  r e q u e s t e d  b y  

t h e  D i u i s i o n  o f  I n s u r a n c e .  T h e  D i u i s i o n  o f  I n s u r a n c e  s u p p o r t s  t h i s  

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

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

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

s e c t i o n ,  a n d  i n h e r e  a p p r o p r i a t e ,  s u g g e s t  a m e n d m e n t s .  N u m e r o u s  

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

d r a f t .  R n  a d d i t i o n a l  a m e n d m e n t  i s  s u g g e s t e d  o n  p a g e  18.

F o r  e a s e  in  t r a c k i n g  t h e  u a r i o u s  i s s u e s ,  m e  h a u e  p r o u i d e d  p a g e  b r e a k s  

f o l l o m i n g  t h e  c o m m e n t a r y  o n  e a c h  i s s u e .  T h e  i s s u e s  a r e :

G e n e r a l  f l g e n t s  / M a n a g e r s  ( P a g e s  2 - 3 )

C o n t i n u o u s  L i c e n s e  ( P a g e s  4 - 6 )

F i r m  / I n d i u i d u a l  L i c e n s e  ( P a g e s  7 - 9 )

C o m m e r c i a l  C a n c e l l a t i o n  ( P a g e s  1 0 - 1 2 )

B r o k e r  B o n d  ( P a g e  13 )

B r o k e r  a s  R g e n t  ( P a g e s  1 4 - 1 5 )

P r o d u c e r  F i n a n c i a l  / F i d u c i a r y  R e c o u n t s  ( P a g e s  1 6 - 1 7 )

P r o  R a t a  o n  C a n c e l l a t i o n s  ( P a g e  18)

A l i e n  T r u s t s  D e p o s i t s  ( P a g e  19 )

N u r s e s ,  N u r s e  M i d m i f e  C o u e r a g e  ( P a g e  2 0 )

R e l o c a t i o n  o f  D e f i n i t i o n s  ( P a g e  2 1 )

R e m o u a i  o f  O b s o l e t e  o r  D u p l i c a t i u e  P r o u i s i o n s  ( P a g e  2 2 )
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G E N E R A L  A G E N T S  / M A N A G E R S

T h i s  i s s u e  e l i m i n a t e s  c o n f u s i o n  w i t h  AS 2 1 . 0 9 . 2 8 0 ,  w h i c h  c u r r e n t l y  

a t t e m p t s  t o  d i s t i n g u i s h  b e t w e e n  " g e n e r a l  a g e n t s "  w h o  a r e  r e q u i r e d  t o  

b e  l i c e n s e d  a n d  ‘ m a n a g e r s "  w h o  a r e  n o t .  I t  i s  a  d i s t i n c t i o n  t h a t  h a s  

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

s o m e ,  a n d  t h e  A l a s k a  I n s u r a n c e  C o d e  d o e s  n o t  a d e q u a t e l y  m a k e  a 

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

m a n a g e r s  a n d  r e q u i r e s  all  g e n e r a l  a g e n t s  t o  b e  l i c e n s e d .  I t  t h e n  l i s t s  

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

S e c t i o n  I .  ( P a g e  1, L i n e s  8 - 1 9 )

AS  2 1 . 0 9  d e a l s  w i t h  i n s u r a n c e  c o m p a n i e s  t h a t  a p p l y  f o r  a n d  a r e  i s s u e d  

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

t h e m s e l u e s  s u b j e c t  t o  r e g u l a t i o n  b y  t h e  A l a s k a  D i r e c t o r  o f  I n s u r a n c e  

a n d  a r e  r e f e r r e d  t o  a s  a d m i t t e d  c o m p a n i e s .  T h e  c h a n g e  in t h i s  S e c t i o n  

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

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

a g e n t s .

S e c t i o n  2.  ( P a g e  1, L i n e s  2 0 - 2 9 ;  P a g e  2, L i n e s  1 - 1 5 )

T h i s  S e c t i o n  r e m o u e s  t h e  r e f e r e n c e s  t o  m a n a g e r s .  In  § (b ) ,  t h e  p o i n t  

t h a t  t h e  g e n e r a l  a g e n t  i s  l i c e n s e d  in t h e  s a m e  m a n n e r  a s  a n  a g e n t  

l i c e n s e d  u n d e r  AS 2 1 . 2 7 ,  i s  c l a r i f i e d .  T h i s  i s  a u i e w  t h a t  t h e  D i u i s i o n  

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

In  § ( c ) ,  t h e  r e f e r e n c e  t o  A S  2 1 . 2 7 . 5 0 0  i s  r e m o u e d  s i n c e  i t s  c o n t e n t  is 

i n c o r p o r a t e d  in t h e  n e n t  S e c t i o n .

S e c t i o n  5. ( P a g e  2, L i n e s  1 6 - 2 9 ;  P a g e  3,  L i n e  1)

§ ( f )  in t h i s  S e c t i o n ,  m o u e s  a p r o u i s i o n  f r o m  AS 2 1 . 2 7 . 5 0 0 .  I t  p r o u i d e s  

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

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

P a g e  2
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a c t i u i t y  m a y  h a u e  t h e  s a m e  a p p e a r a n c e  a s  a g e n e r a l  a g e n t .

§ ( g )  e u e m p t s  p e r s o n s  o r  e n t i t i e s  m h o  p e r f o r m  g e n e r a l  a g e n t  t y p e  

s e r u i c e s  f o r  a n  i n s u r a n c e  c o m p a n y  m h e n  t h a t  p e r s o n  o r  e n t i t y  is:

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

( 2 )  t h e  o w n e r  o f  t h e  i n s u r a n c e  c o m p a n y ;  o r

( 3 )  o u j n e d  b y  t h e  h o l d i n g  c o m p a n y  t h a t  o w n s  t h e  i n s u r a n c e  

c o m p a n y .

S e c t i o n  46 .  ( P a g e  30 ,  L i n e s  1 6 - 1 8 )

T h i s  S e c t i o n  i n c l u d e s  a r e p e a l  o f  B S  2 1 . 2 7 . 5 0 0 ,  o n  l i n e  17.
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CONTINUOUS LICENSE

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

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

s y s t e m  r e q u i r i n g  a n n u a l  r e n e w a l ,  fill l i c e n s e e s ,  h o w e u e r ,  w i l l  s t i l l  p a y  

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

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

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

S e c t i o n  2. ( P a g e  1, L i . i e s  2 0 - 2 9 ;  P a g e  2 ,  L i n e s  1 - 1 5 )  

C o n t i n u o u s  l i c e n s e  l a n g u a g e  i a p p e a r s  o n  P a g e  2,  L i n e s  8 - 1 2 .

S e c t i o n  4. ( P a g e  3,  L i n e s  2 - 9 )

R e f e r e n c e  t o  r e n e w  r e m o u e d  o n  L i n e s  4  &  5.  C h a n g e  o n  L i n e  8 is n o t  

s u b s t a n t i u e .

S e c t i o n  5. l .Page  5, L i n e s  1 0 - 2 7 )

R S  2 1 . 2 7 . 0 3 0 ( a ) ( 1 )  i s  a  c o n t r o l l e d  b u s i n e s s  p r o h i b i t i o n .  T h e  s u b s t a n c e  

o f  t h i s  p a r a g r a p h  h a s  b e e n  m o u e d  t o  t h e  n e u t  S e c t i o n .  § ( a )  i s  r e u i s e d  

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

a d d r e s s e d  in t h e  S e c t i o n  6. R e f e r e n c e  t o  r e n e w a l  h a s  b e e n  r e m o u e d .

S e c t i o n  6. ( P a g e  3, L i n e s  2 8 - 2 9 ;  P a g e  4 ,  L i n e s  1 - 6 )

T h i s  a d d i t i o n  t o  RS 2 1 . 2 7 . 0 3 0  a d d r e s s e s  t h e  c o n t r o l l e d  b u s i n e s s  

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

S e c t i o n  7. ( P a g e  4, L i n e s  7 - 2 9 ;  P a g e  5,  L i n e s  i - 8 )

R e f e r e n c e  t o  r e n e w a l  r e m o u e d  o n  P a g e  5 ,  L i n e  5 .
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S e c t i o n  10. ( P a g e  6, L i n e s  1 4 - 2 9 :  Par  e  7,  L i n e  1 - 2 )

R e f e r e n c e  t o  d a t e  o f  e x p i r a t i o n  r e m o u e d  o n  P a g e  7.  L i n e  1.

S e c t i o n  12. ( P a g e  7, L i n e s  2 4 - 2 9 ;  P a g e  8,  L i n e s  1 - 7 )

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

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

s u b s t a n c e  i s  t h a t  o n  L i n e  1 w h e r e  r e f e r e n c e  t o  a n n u a l  c o n t i n u a t i o n  

a n d  e K p i r a t i o n  is  r e m o u e d .

S e c t i o n  15. ( P a g e  8, L i n e s  8 - 2 0 )

T h e  r e f e r e n c e s  t o  r e n e w a i  a r e  a d d r e s s e d  o n  L i n e s  9 - 1 1 .

S e c t i o n  17 ( P a g e  9, L i n e s  19 - 2 3 )

T h e  r e f e r e n c e  t o  r e n e w a i  a p p e a r s  on L i n e  2 1 .

S e c t i o n  18. ( P a g e  9, L i n e s  2 4 - 2 9 ;  P a g e  1 0,  L i n e  1 1 

T h e  r e f e r e n c e  t o  d a t e  o f  e K p i r a t i o n  is r e m o u e d  o n  L i n e  28 .

S e c t i o n  22 .  ( P a g e  1 1, L i n e s  i 0 -261

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

l i c e n s e s .  In  § ( a I a n d  § ( b ) .  a n n u a l  f e e  d a t e s  d i f f e r  in s o m e  c a s e s  f r o m  

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

J u n e  3 0 ,  e u c e p t  f o r  b r o k e r s ,  w h i c h  e x p i r e  o n  D e c e m b e r  31.  

N o n r e s i d e n t  a g e n t  a n d  b r o k e r s  e x p i r e  a  y e a r  f r o m  i s s u e  a n d  

n o n r e s i d e n t  a d j u s t e r s  o n  J u n e  30.  T h e  c o n t i n u a t i o n  f e e  p r o p o s e d  

w o u l d  b e  d u e  o n  a i l  a g e n t s ,  s o l i c i t o r s ,  o r  a d j u s t e r s  o n  J u n e  30 ,  a n d  all  

b r o k e r s  o n  D e c e m b e r  31 .
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c h o r g e  f o r  l o t e  r e n e w a l  is  e s t a b l i s h e d  b y  r e g u l a t i o n .  T h i s  c o n c e p t  is  

a l r e a d y  t h e  c a s e  f o r  all o t h e r  f e e s  o f  t h e  D i u i s i o n  o f  I n s u r a n c e .

S e c t i o n  2 4 .  ( P a g e  12, L i n e s  1 5 - 2 9 ;  P a g e  13, L i n e s  1 - 1 8 )

T h e  r e f e r e n c e  t o  r e f u s e  t o  r e n e w  is r e m o u e d  o n  L i n e  17. S u r p l u s  l i n e s  

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

a c c o u n t s  f o r  t h e  i n s e r t e d  l a n g u a g e  o n  L i n e s  18  a n d  19. T h i s  t y p e  o f  

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

p l a c e  a n d  is  r e q u i r e d  t o  p o s t  a $ 2 0 0 , 0 0 0  b o n d .  F u r t h e r ,  p r o d u c e r s  o f  

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

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

p r e f e r  t o  s e e  h o w  t h i n g s  a r e  g o i n g  t o  s h a p e  u p  t h e r e  b e f o r e  w e  

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

S e c t i o n  2 6 .  ( P a g e  13, L i n e s  2 4 - 2 9 ;  P a g e  14, L i n e s  1 - 6 )  

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

S e c t i o n  27 .  ( P a g e  14, L i n e s  7 - 1 8 )

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

S e c t i o n  28 .  ( P a g e  14, L i n e s  19-28.1 

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

S e c t i o n  29 .  ( P a g e  14, L i n e  29 ;  P a g e  15, L i n e s  1-61 

R e f e r e n c e  r e l a t i n g  t o  e K p i r a t i o n  r e m o u e d .

S e c t i o n  41 .  ( P a g e  23 ,  L i n e s  23-29.1

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

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

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

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

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

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

a c t i v i t y  o n  a f i r m ' s  l i c e n s e  f i l e  a s  i n d i v i d u a l s  a r e  a d d e d  o r  d e l e t e d .

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

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

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

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

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

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

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

a p p r o p r i a t e  l i c e n s e .

S e c t i o n  7. ( P a g e  4, L i n e s  7 - 2 9 ;  P a g e  5, L i n e s  1 -8 J

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

l i c e n s e  h a s  b e e n  c h a n g e d  t o  a p p l y  t o  i n d i v i d u a l  l i c e n s e e s .  S i n c e  e a c h  

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

e x a m i n e d .  T h i s  is a c c o m p l i s h e d  w i t h  i n s e r t i o n s  a t  P a g e  4, L i n e  9 a n d  

P a g e  5,  L i n e  2.

S e c t i o n  8. ( P a g e  5, L i n e s  9 - 2 9 ;  P a g e  6, L i n e s  1 - 7 )

T h i s  S e c t i o n  a d d r e s s e s  t h e  q u a l i f i c a t i o n s  f o r  l i c e n s e .  It h a s  b e e n  

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

L i n e s  29  a n d  1, a v o i d  a d d i t i o n a l  p a p e r w o r k  b y  p r o v i d i n g  t h a t  a p e r s o n  

a c t i n g  o n  b e h a l f  o f  a f i r m  is  c o v e r e d  b y  t h e  f i r m ' s  a p p o i n t m e n t .

S e c t i o n  9 .  ( P a g e  6 ,  L i n e s  8 - 1 5 )
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T h i s  S e c t i o n  a l s o  a d d r e s s e s  t h e  q u a l i f i c a t i o n s  f o r  l i c e n s e .  I t  a p p l i e s  t o  

f i r m  l i c e n s e s .

S e c t i o n  10. ( P a g e  6, L i n e s  1 4 - 2 9 ;  P a g e  7, L i n e  1 - 2 )

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

2 1 - 2 4 .  T h e  d i s t i n c t i o n  b e t m e e n  f i r m  a n d  c o r p o r a t i o n  is  r e m o u e d .  fl 

d e f i n i t i o n  f o r  f i r m  i s  i n t r o d u c e d  in S e c t i o n  4 4  o n  P a g e  2 9 ,  L i n e s  1 1 - 1 4 .  

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

p r i n c i p a l  o r  m a n a g e r  o f  t h e  f i r m .

S e c t i o n  11. ( P a g e  7, L i n e s  3 - 2 3 )

T h i s  S e c t i o n  r e q u i r e s  t h a t  t h e  f i r m  b e  l i c e n s e d  t o  t h e  s a m e  e n t e n t  a s  

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

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

S e c t i o n  14. ( P a g e  8,  L i n e s  2 1 - 2 4 )

T h i s  S e c t i o n  p r o u i d e s  t h a t  ( h e  f i r m  b r o k e r  l i c e n s e  c o u e r s  i n d i u i d u a l  

b r o k e r  m e m b e r s  o f  t h e  f i r m .

S e c t i o n  2 5 .  ( P a g e  1 1, L i n e s  2 7 - 2 9 ;  P a q e  12, L i n e s  1 - 1 4 )

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

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

s u b s t a n t i u e  c h a n g e .

S e c t i o n  25 .  ( P a g e  13, L i n e s  1 9 - 2 3 )

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

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

P a g e  8



S e c t i o n  4 4 .  ( P a g e  2 7 ,  L i n e s  2 - 2 9 ;  P a g e  2 8 ,  L i n e s  1 - 2 9 ;  P a g e  29,  

L i n e s  1 - 2 9 ;  P a g e  30 ,  L i n e s  1 - 2 )

D e f i n i t i o n  o f  " f i r m "  i n t r o d u c e d  o n  P a g e  28 ,  L i n e s  1 1 - 1 4 .

S e c t i o n  4 6 .  ( P a g e  3 0 ,  L i n e s  1 6 - 1 8 )
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RS 2 1 . 2 7 . 0 4 0 ( b )  i s  r e p e a l e d .  T h i s  i s  t h e  s u b s e c t i o n  t h a t  r e q u i r e s  f i r m s  

t o  d e s i g n a t e  a l l  i n d i u i d u a l s  o n  t h e  f i r m  l i c e n s e .
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C O M M E R C I A L  C A N C E L L A T I O N

AS 2 1 . 3 6 . 2 1 0  -  3 1 0  c u r r e n t l y  p l a c e s  a l i m i t a t i o n  o n  a n  i n s u r a n c e  

c o m p a n y ' s  r i g h t  t o  c a n c e l  in m i d - t e r m ,  p e r s o n a l  l i n e s  o f  i n s u r a n c e ,  

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

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

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

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

T o  a c c o m p l i s h  t h i s ,  i t  i s  n e c e s s a r y  t o  s u b s t a n t i a l l y  r e w o r k  AS 

2 1 . 3 6 . 2 1 0  -  3 1 0 .  A n u m b e r  o f  s e c t i o n s  h a u e  b e e n  r e l o c a t e d  a n d  a 

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

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

e n c e p t  t h a t  n o t i c e  p e r i o d  h a s  b e e n  e n t e n d e d  f r o m  2 0  d a y s  to  60  d a y s .

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

s t a t u t e  i s  s i m i l a r  t o  t h o s e  in o t h e r  s t a t e s  w i t h  o n e  m a j o r  e x c e p t i o n .  

T h e  p r o p o s e d  bil l  r e q u i r e s  t h a t  a n y  u n e a r n e d  p r e m i u m  b e  r e t u r n e d  t o  

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

S e c t i o n  5 1 .  ( P a g e  16. L i n e s  12-23.1 

N o  s u b s t a n t i u e  c h a n g e .

S e c t i o n  5 2 .  ( P a g e  16, L i n e s  2 4 - 2 9 ;  P a g e  17, L i n e s  1 - 1 1 )

N o  s u b s t a n t i u e  c h a n g e .  T h i s  is  m e r e l y  a r e l o c a t i o n  o f  AS 2 1 . 3 6 . 3 0 0 .

S e c t i o n  3 5. ( P a g e  17, L i n e s  1 2 - 2 9 ;  P a g e  18. L i n e  I I  

N o  s u b s t a n t i u e  c h a n g e .

S e c t i o n  5 4 .  ( P a g e  18, L i n e s  2 - 2 9 ;  P a g e  19, L i n e s  1-81

T h i s  S e c t i o n  e s t a b l i s h e s  t h e  p e r m i s s i b l e  r e a s o n s  f o r  c a n c e l l a t i o n  o f  a

P a g e  1 0
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b u s i n e s s  o r  c o m m e r c i a l  i n s u r a n c e  p o l i c y .  In  a d d i t i o n ,  t h e  D i r e c t o r  o f  

I n s u r a n c e  is  g r a n t e d  d i s c r e t i o n  in t h e  e u e n t  a n o t h e r  u a l i d  r e a s o n  t o  

c a n c e l  h a s  n o t  b e e n  a n t i c i p a t e d  m i t h  t h i s  l e g i s l a t i o n .

S e c t i o n  5 5 .  ( P a g e  19, L i n e s  9 - 2 1 )

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

c a n c e l l a t i o n s  f r o m  2 0  d a y s  t o  6 0  d a y s .

S e c t i o n  5 6 .  ( P a g e  19, L i n e s  2 2 - 2 9 ;  P a g e  2 0 ,  L i n e s  1 - 1 4 )

§ (b )  o f  t h i s  S e c t i o n  e s t a b l i s h e s  a  60  d a y  p e r i o d  o f  n o t i c e  o n  b u s i n e s s  

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

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

t h e  n o t i c e .

§ ( c )  r e q u i r e s  t h e  r e t u r n  o f  u n e a r n e d  p r e m i u m  p r i o r  to  t h e  e f f e c t i u e  

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

u n e a r n e d  p r e m i u m  m u s t  o c c u r  m i t h i n  4 5  d a y s  a f t e r  c a n c e l l a t i o n .  

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

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

e n p i r a t i o n  o f  t h e  p o l i c y .  U Jh i le  t h i s  m a y  c a u s e  s o m e  d i f f i c u l t y  f o r  t h e  

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

i n i t i a t e d  c a n c e l l a t i o n .  I n s u r e r s  c a n  u s e  t e n t a t i u e  o r  p r o j e c t e d  

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

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

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

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

S e c t i o n  5 7 .  ( P a g e  2 0 ,  L i n e s  1 5 - 2 9 ;  P a g e  2 1 ,  L i n e s  1 - 2 )

T h e  n o t i c e  o f  n o n r e n e m a l  is  u n c h a n g e d  f o r  p e r s o n a l  i n s u r a n c e  a t  20  

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

is  4 5  d a y s .

P a g e  ! 1
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S e c t i o n  5 8 .  ( P a g e  2 1 ,  L i n e s  3 - 1 2 )  

N o  s u b s t a n t i u e  c h a n g e .

S e c t i o n  4 0 .  ( P a g e  2 1 ,  L i n e s  2 4 - 2 9 ;  P a g e  22 ,  L i n e s  1 - 2 9 ;

P a g e  23 ,  L i n e s  1 - 2 2 )

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

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

o n  c a n c e l l a t i o n  w i l l  e n t e n d  t o  u e s s e l s  u n d e r  5 0  d i s p l a c e m e n t  t o n s  

w h i c h  w i l l  c o u e r  m o s t  o f  A l a s k a ' s  f i s h i n g  f l e e t .

S e c t i o n  4 6 .  ( P a g e  3 0 ,  L i n e s  16-18.1

RS 2 1 . 3 6 . 2 1 0 ( c )  i s r e p e a l e d  a s  i t is  n o t  n e e d e d .

RS 2 1 . 3 6 . 2 1 0 ( e )  i s r e p e a l e d  b e c a u s e  i t h a s  b e e n  r e l o c a t e d  in t h e  

d e f i n i t i o n  o f  “p e r s o n a l  i n s u r a n c e . ' o n  P a g e  2 2 ,  L i n e s  2 5 - 2 9  a n d  o n  P a g e  

23 ,  L i n e s  1 - 1 1 .

R3 2 1 . 3 6 . 2 3 0  is  r e p e a l e d  a s  i t i s  n o t  n e e d e d .

R S  2 1 . 3 6 . 3 0 0  is  r e p e a l e d  b e c a u s e  it h a s  b e e n  m o u e d  t o  S e c t i o n  32 .
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B R O K E R  B O N D

T h i s  s e c t i o n  p r o p o s e s  t o  i n c r e a s e  t h e  b o n d  r e q u i r e d  o f  a b r o k e r  f r o m  

t h e  c u r r e n t  $ 5 , 0 0 0  t o  $ 5 0 , 0 0 0 .  T h e  b o n d  i s  a u a i l a b l e  f o r  t h e  p e o p l e  o f  

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

a m o u n t  i s  n o t  k n o m n  a t  t h i s  t i m e .  T h i s  i s  n o t  a D i u i s i o n  o f  I n s u r a n c e ,  

p r o p o s a l ,  b u t  m e  h a u e  n o  o b j e c t i o n  t o  i t .  T h e r e  is  a c o n c e r n  t h a t  t h e  

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

p r o f e s s i o n .

S e c t i o n  15. ( P a g e  8, L i n e s  8-20.1

T h e  i n c r e a s e d  b o n d  a m o u n t  a p p e a r s  o n  L i n e s  14  a n d  16.

P a g e  I s -
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BROKER RS RGENT

f l l a s k a  c u r r e n t l y  l i c e n s e s  t w o  k i n d s  o f  i n s u r a n c e  p r o d u c e r  u n d e r  RS 

2 1 . 2 7 ,  a g e n t  a n d  b r o k e r .  T h e  a g e n t  r e p r e s e n t s  a n  i n s u r a n c e  c o m p a n y  

t h r o u g h  a p p o i n t m e n t  a n d  c o n t r a c t .  On  t h e  o t h e r  h a n d ,  t h e  b r o k e r  

r e p r e s e n t s  t h e  p u r c h a s e r  o f  i n s u r a n c e .  I t  is  t y p i c a l  f o r  a n  i n s u r a n c e  

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

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

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

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

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

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

i m p o r t a n t .

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

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

i n s u r e r  o r  n o t .  W h e n  t h e  i n s u r e r  s e n d s  n o t i c e  o f  c a n c e l l a t i o n  f o r  

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

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

I f  a b r o k e r  m i s a p p r o p r i a t e s  p r e m i u m  f u n d s ,  a n d  d o e s  n o t  p a y  t h e m  to  

t h e  i n s u r e r  o r  i n t e r m e d i a r y ,  a n d  a n o t ' c e  i s  s e n t  b y  t h e  c o m p a n y  w h i c h  

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

T h e  D i u i s i o n  h a s  h a d  t w o  m a j o r  c a s e s  o f  t h i s  d e s c r i p t i o n  a n d  a n u m b e r  

o f  s m a l l e r  o n e s ,  w h e r e  t h e  p u b l i c  h a s  b e e n  h u r t .  T h e  r e s o l u t i o n  is  t o  

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

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

i n s u r e r  o r  i t s  r e p r e s e n t a t i v e ,  t h e n  t h e  i n s u r e r  is  c o n s i d e r e d  t o  h a u e  

r e c e i u e d  t h o s e  f u n d s  w h e t h e r  i t h a s  o r  n o t .  T h e  b r o k e r  is  c o n s i d e r e d  

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

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

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

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

t o  r p t u r n  t h e  f u n d s  t o  t h e  p u r c h a s e r  o f  c o u e r a g e .
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Section 15. (Page 8, Lines 8-201

This Section deals mith the brokers1 bond. One group of persons mho 
could be adversely impacted mith "agent as broker", is the mholesaJe 
broker or general agent mho is in betmeen the producing broker and 
the insurance company. It is possible that they might bear the 
financial brunt of this solution. Relief is offered by alluming them to 
access to the brokers' bond.

Section 15. (Page 8, Lines 25-28)

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

Section 16. (Page 8, Line 29; Page 9, Lines 1-18)

This Section establishes the concept of "broker as agent for purposes 
of premium collection." It also establishes disclosure and premium 
handling requirements for persons acting as a broker.

Page 15
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PRODUCER FINANCIAL / F1DUCIRBV ACCOUNTS

The Diuision has been tuorking ujith the RIaska Association of 
Independent Insurance Rgents and Brokers concerning financial 
problems with some insurance 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.

Rgents 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 resolue 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 euamination when requested. These documents would be 
confidential.

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

Section 19. (Page 10, Lines 2-10)

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

Section 20. (Page 10, Lines 11 -201

§lbl contains the requirement tor a premium fiduciary account. The 
change clarifies the fact that other funds can not be commingled with

Page !5
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it except ax specifically permitted in Section 21.

Section 21. (Page 10, Lines 21-29: Page 11, Lines 1-9)

§(d) permits a limited commingling of nonpremium funds in the 
fiduciary account for specific premium related purposes. Accounting 
for nonpremium funds is required.

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

§(fi introduces a definition for "fiduciary account.'"

Page. t?
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PRO RRTR ON CANCELLATIONS

There are tmo basic methods of computing return premium on a 
cancelled policy. In industry parlance, these are referred to as short 
rate and pro rata. Short rate is used on a canc' .,tion 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 is often a cause for complaint and in our uiem is no 
longer necessary. It tuas originally intended to reflect an expense of 
the insurer that mas, for the most part, beyond the insurers' control. 
The Diuision has considered the elimination of short rate by regulation, 
but authority is uague.

Section 59. (Page 21, Lines 13-23)

This Section requires pro rata cancellation and effectiueiy prohibits 
short rate cancellation.

Suggested amendment

This Section has the effect of changing the insurance contract. To 
auoid any hint of a constitutional problem, it should apply only to nem 
contracts after the Section becomes lam, it should not apply to 
in-force policies. To accomplish this, add the folloming language on 
Line 23, at the end of the Section. "This section shall not be applicable 
to existing policies."

Page if3
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BLIEN 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 mishinq to business in Alaska. An alien insurer is one formed 
under the lams of a country other than the United States.

At the present time. AS' 21.34.040(c) prouides that an alien surplus 
lines insurer must maintain a trust fund for the benefit of 
policyholders in the United States in an amount not less than S3.5 
million. That S3.5 million figure is scheduled to increase to S5 million 
on June 20. 1987. This portion of the bill mould eliminate this 
scheduled increase and reduce the trust fund requirement to SI.5 
million, the leuel required before June 20, 1985.

This proposal mould auoid (he necessity to declare as ineligible. 
approKimately 95% of the alien surplus line companies doing business 
in the Alaska markei. There is a great deal of concern about the 
reduction of auailaoie insurance markets for euposures in this state. 
If the current language in statute mere to be enforced, many insurers 
mho nom prouide uaiuable markets mould be ineligible for use here, 
filaska is out of step mith the rest of the country on this issue inhere 
the norm is 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 7-29; Page 16, Lines 1-11)

The language to accomplish the change noted aboue appears on Page 
15, Lines 20-21. Other changes are not substantiue.

Page 19
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NURSES / NURSE MIDWIFE COUERRGE

This proposal ujill add nurses and nurse midwiues to the list of health 
care professionals ii»ho can obtain professional liability 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 resoluc their auailability difficulties. The Diuision of 
Insurance has no objection to this proposal.

Section 42. iPage 24. Lines 1-29; Page 25, Lines 1-29;
Page 26, Lines 1 -24)

“Nurse, nurse midwiues" added on Page 24, Lines 5, 8, 12. 20, 21. 22. 
and 24 and on Page 26. Lines 18-19.

Section 45. (Page 26, Lines 25-29; Page 27, Line I)

Nurse is defined in §(17) on Page 26, Line 26.

Nurse midwife is defined in §(18) on Page 26, Lines 27-29 and Page 27, 
Line 1.

Page 20
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RELOCBTION OF DEFINITIONS

Definitions in the Insurance Code (Title 21) are found in AS 21.90. In 
addition, chapters contain definitions that in some cases heue a more 
general application. These should be located in the general definition 
chapter. The changes in this case ore not substantiue, but merely 
represent relocation mith one enception. the. definition of "firm," 
mhich has been already discussed on Page 8-9, under Sections 10 and 
44.

Section 44. (Page 27, Lines 2-29; Page 28, Lines 1-29;
Page 29, Lines 1-29: Page 30, Lines l-2l

§(1), "adjuster1 on Page 27, Lines 5-11. mas formerly RS 21.27.5101 a I.

§(2), "agent" on Page 27, Lines 12-16, mas torniBily nS 21.27.470.

§(5), "broker1 on Page 27, Lines 23-29 and Page 20, Line 1. mas 
formerly RS 21.27.480.

§(111, "firm" on Page 28, Lines 11-14, is nem. See discussion on Page 8.

§(13), "independent adjuster" on Page 28, Lines 18-19, mas formerly 
RS 21.27.510(b).

§(20), "solicitor" on Page 29, Lines 17-20, mas formerly RS 21.27.490.

Section 45. (Page 30, Lines 3-151

This Section mas formerly RS 21.27.520. No substantiue change.

Section 46. (Page 50, Lines 16-18)

RS 21.27.470, RS 21.27.480, RS 21.27.490, RS 21.27.510, O' RS 21.27.520 
are repealed as discussed in Sections 44 and 45 aboue.

Page 2!
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BEMQU8L OF OBSOLETE OR 0UPLICRT1L1E PROLUSIONS

The present Insurance Code mas adopted in 1966. flt the time of 
adoption, there mere a number of prouisions intended to preuent 
disruption of, then, current actiuities. These prouisions are no longer 
since some 20+ years haue passed and the sections are obsolete. 
Included in the repeal is a section that duplicates prouisions of the 
ethics bill adopted by the Fourteenth Legislature.

Section 46. (Page 30, Lines 16-18)

RS 21.03.030, RS 21.03.040. -S 21.03.050 and RS 21.06.040 are 
repealed.
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Prepared by: Rlaska Diuision of Insurance 
Date: 3/24/87

OlfERUI Ellf

This work draft committee substitute encompasses about 11 insurance 
issues in one “omnibus" bill on insurance issues. Most of the items 
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 follows will attempt to identify each issue 
addressed by the bill, explain the purpose and to comment section by 
section. Numerous ammendments suggested preuiously haue been 
incorporated in this draft.

For ease in tracking the uarious issues, we haue prouided page breaks 
following 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)
Commercial Cancellation (Pages 10-12)
Broker as Rgent (Pages 13-14)
Producer Financial / Fiduciary Recounts (Pages 15-16)
Pro Rata on Cancellations (Page 17)
Alien Trusts Deposits (Page 18)
Nurse Couerage (Page 19)
Relocation of Definitions (Page 20)
Remoual of Obsolete or Duplicatiue Prouisions (Page 21)
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GENEBBl AGENTS / MANAGERS

This issue eliminates confusion mith HS 21.09.280, mhich currently 
attempts to distinguish betmeen "general agents" mho are required to 
be licensed and "managers" mho are not. It is a distinction that has 
been difficult to apply. The basic role of both entities is often the 
same, and the Rlaska Insurance Code does not adequately make a 
distinction betmeen the tmo. The bill eliminates references to 
managers and requires all general agents to be licensed. It then lists 
those specific entities that mill not be considered general agents.

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

RS 21.09 deals nuith insurance companies that apply for and are issued 
a Certificate of Ruthority. These companies haue elected to make 
themselues subject to regulation by the Rlaska Director of Insurance 
and are 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 Rlaska including general 
agents.

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

This Section remoues the references to managers. In §(b), the point 
that the general agent is licensed in the same manner as an agent 
licensed under RS 21.27, is clarified. This is a uiem that the Diuision 
has applied in practice, but is more than a little uavjue in statute. -

In §(c), the reference to RS 21.27.500 is remoued since its content is 
incorporated in the ne»t Section.

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

§ (f) 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
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actiuity may haue the same apperrance as a yeneral agent.

§(g) enempts persons or entities mho perform general agent type 
seruices for an insurance company when that person or entity is:

(1) a subsidiary of the insurance company;
(2) the owner of the insurance company; or
(3) owned by the holding company that owns the insurance 

company.

Section 46. (Page 30, Lines 21-23)

This Section includes a repeal of AS 21.27.500, on line 22.
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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 renewal, fill licensees, howeuer, will still pay 
an annual fee, and failure to pay will result in reuocation or 
suspension of the license. This change should reduce the paperwork 
currently handled by the Diuision.

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

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

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

Reference to renew remoued on Lines 5 0* 6. Chonge on Line 9 is not 
substantiue.

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

BS 21.27.030(a)(1) is a controlled business prohibition. The substance 
of this paragraph has been moued to the nent Section. §(a) is reuised 
in a way to deal with the new applicant. Continuing licenses are 
addressed in the Section 6. Reference to renewal has been remoued.

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

This addition to AS 21.27.030 addresses the controlled business 
prohibition on an issued license.

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

Reference to renews! remoued on Page 5, Line 6.
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Section 10. (Page 6, Lines 15-29; Pcge 7, Lines 1-3) 

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

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

This Section addresses licenses for uending machines that dispense 
policies of personal trauel accident insurance. The only change of 
substance is that on Page 8, Line 3 inhere reference to annual 
continuation and expiration is remoued.

Section 15. (Page 8, Lines 10-22)
The references to renewal are addressed on Lines 11-13.

Section 17 (Page 9, Lines 15-19)

The reference to renewal appears on Line 17.

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

The reference to date of expiration is remoued on Line 24.

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

This Section has been completely reworked to reflect continuous 
licenses. In §(a) and §(b), annual fee dates differ in some cases from 
current renewal dates. Under present law, resident licenses expire on 
June 30, except for brokers, which expire on December 31. 
Nonresident agent and brokers expire a year from issue and 
nonresident adjusters on June 30. The continuation fee proposed 
would be due on all agents, solicitors, or adjusters on June 30, and all 
brokers on December 31.

The only other substantiue change appears in §(d) where the sur­
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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 is remoued on Page 12, Line 18. 
Surplus lines brokers licenses are not being chonged 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. We would prefer to see how things are going to shape up 
with the new Federal Act 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 28. (Page 14r Lines 20-29) 

References relating to renewal remoued.

Section 29. (Page 15, Lines 1-7) 

Reference relating to eupiration remoued. 

Section 41. (Page 24, Lines 5-11) 

Reference relating to renewal remoued.
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FIRM / INDIUIDURL LICENSE

This portion of the bill creates a new distinction between indiuidual 
licenses issued to individual persons, and firm licenses issued to 
associations of indiuidual licensees. Under current law, persons 
operating under a firm'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 is a constant 
actiuity on a firm's license file as indiuiduals are added or deleted.

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

Section 7. (Page 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 is licensed it is not necessary to require that a firm be 
examined. This is accomplished with insertions at Page 4, Line ID 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 it applicable to indiuidual licensees. The language on 
Page 6, Lines 1 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)
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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 ore found on Page 6, 
Lines 22-25. The distinction between firm and corporation is remoued. 
H definition for firm is introduced in Section 44 on Page 28, Lines 
16-19. Also, 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 that the firm be licensed to the same entent as 
persons employed by the firm. Use by a firm of unlicensed persons 
who are required to be licensed is couse 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 firm.

Section 23. (Page 11, Lines 28-29; Page 12, Lines 1-15)

This Section addresses temporary licenses. It prouides fo r a 
temporary license if the principal or manager should die. This is not a 
substantiue change.

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

Since persons are no longer designated in the license to enercise its 
powers, the language has been reuised to acting on behalf of the firm.
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Section 44. (Page 27, Lines 7-29; Page 28, Lines 1-29; Page 29, 
Lines 1-29; Page 30, Lines 1-7)

Definition of “firm" introduced on Page 28, Lines 16-19.

Section 46. (Page 30, Lines 21-23)

RS 21.27.040(b) is repealed. This is the subsection that requires firms 
to designate all indiuiduals on the firm license.
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COMMERCIRL CRNCLLLRTION

RS 21.36.210 - 310 currently places a limitation on an insurance 
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 is necessary to substantially rework RS
21.36.210 - 310. fl number of sections haue been relocated and a 
distinction made between personal insurance and business or 
commercial insurance. The personal insurance limitation is unchanged 
encept that notice period has been entended from 20 days to 60 days.

The business or commercial insurance notice has a similar period. This 
statute is similar to those in other states with one major enception. 
The proposed bill requires that any unearned premium be returned to 
the insured before the effectiue date of cancellation.

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

No substantiue change.

Section 52. (Page 16, Lines 25-29; Page 17, Lines 1-12)

No substantiue change. This is merely a relocation of RS 21.36.300.

Section 35. (Page 17, Lines 13-29; Page 18, Lines 1-2) 

No substantiue change.

Section 34. (Page 18, Lines 3-29; Page 19, Lines 1 -9)

This Section establishes the permissible reasons for cancellation of a
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business or commercial insurance policy. In addition, the Director of 
Insurance is granted discretion in the euent another valid reason to 
cancel has not been anticipated mith this legislation.

Section 55. (Page 19, Lines 10-22)

This Section extends the notice period for personal insurance 
cancellations from 20 days to 60 days.

Section 56. (Page 19, Lines 23-29; Page 20, Lines 1-21)

§(b) of this Section establishes a 60 day period of notice on business 
or commercial insurance, except for nonpayment of premium, which is 
10 days. In each case a reason for the action must also accompany 
the notice.

§(c) 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 45 days after cancellation. 
Rudits on auditable 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. While 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 
know they are going to cancel, so they can also control the audit 
process. The insured with an auditable policy is entitled to the some 
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 finds that the waiuer is not in the insureds interest, it 
can require that an audit be made under (e).

fi postal receipt is presumptive proof that a notice has been mailed as 
required under this section.
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The notice of nonrenewal is unchanged for personal insurance at 20 
days. The notice of nonrenewal for business or commercial insurance 
is 45 days.

Section 38. (Page 21, Lines 10-19)

No substantiue change.

Section 37. (Page 20, Lines 22-29; Page 21, Lines 1-9)

Section 40. (Page 22, Lines 6-29; Page 23, Lines 1-29;
Page 24, Lines 1-4)

The definition of “business or commercial insurance“ is new. The 
remainder of the changes in this Section are not substantiue. The limit 
on cancellation will extend to uesseis under 50 displacement tons 
which will couermost of Alaska's fishing fleet.

Section 46. (Page 30, Lines 21-23)

BS 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 7-22.

RS 21.36.230 is repealed as it is not needed.

RS 21.36.300 is repealed because it has been rnoued to Section 32.
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BROKER BS AGENT

Rlaska currently licenses tuio 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 know, under which license a producer is octing. Most 
insurance producers do try to balance the interests of the purchaser 
of couerage and the prouider of couerage, and some do this quite well. 
Normally this is not an issue of concern, but when 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 is 
deemed to haue receiued those funds whether they are sent to the 
insurer or not. When the insurer sends notice of cancellation for 
nonpayment of premium, the insured need only show his cancelled 
check and the couerage wiil be reinstated.

If a broker misappropriates premium funds, and does not pay them to 
the insurer or intermediary, and a notice is sent by the company which 
has not receiued payment, the couerages are generally not reinstated. 
The Diuision has had two major cases of this description and a number 
of smaller ones, where the public has been hurt. The resolution is to 
prouide that when a broker places couerage which can be euidenced 
by a binder, issuance of a policy, or some acknowledgement from the 
insurer or its representatiue, then the insurer is considered to haue 
receiued those funds whether it has or not. The broker is considered 
to be the agent of the company for purposes of premium collection.

fln additional issue, is the need to haue the producer collecting funds 
at the initiation of the transaction, clearly state that he is acting as a 
broker and couerages are not bound until confirmed by an insurer, or 
to return the funds to the purchaser of couerage.
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Section 15. (Page 8, Lines 10-22)

This Section deals with the brokers' bond. One group of persons who 
couid be aduersely impacted with "agent as broker", is the wholesale 
broker or general agent who is 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 is 
authorized by an insurer.
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PRODUCER FINANCIAL / FIDUC1RRV ACCOUNTS

The Diuision has been working with the Rlaska Association of 
Independent Insurance Agents and Brokers concerning financial 
problems with some insurance 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.

Rgents 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 prt lem 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 resolue 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 examination when requested. These documents would be 
confidential.

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

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

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

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

§(b) contains the requirement for a premium fiduciary account. The 
change clarifies the fact that other funds can not be commingled with
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it except as specifically permitted in Section 21.

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

§(d) permits a limited commingling of nonpremium funds in the 
fiduciary account for specific premium related purposes. Recounting 
for nonpremium funds is required.

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

§(f) introduces a definition for “fiduciary account."

Page 16



CSHB 46 (L&C)

Work Draft - Ford 3/25/87

PRO RflTB ON CANCELLATIONS

There are two basic methods of computing return premium on a 
cancelled policy. In industry parlance, these are referred to as short 
rate and pro rota. 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 is often a cause for complaint and in our uiew is no 
longer necessary. It was originally intended to reflect an expense of 
the insurer that was, for the most part, beyond the insurers1 control. 
The Diuision has considered the elimination of short rate by regulation, 
but authority is uague.

Section 59. (Page 21, Lines 20-29; Page 22, Lines 1-5)

This Section requires pro rata cancellation and effectiuely prohibits 
short rate cancellation.

Section 47. (Page 30, Lines 24-26)

This Section makes clear that this new requirement does not affect 
in-force contracts, thus sidestepping potential constitutional 
conflicts.
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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 Rlaska. Rn alien insurer is one formed 
under the laws of a countru other than the United States.

fit the present time, BS 21.34.040(c) prouides that an alien surplus 
lines insurer 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 dune 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 ineligible, 
approximately 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 exposures 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 is out of step with the rest of the country on this issue where 
the norm is 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 20-21. Other changes are not substantiue.

Section 48. (Page 30, Lines 27-28)

This Section is an immediate effectiue date for Section 30 only.
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NUBSE CODERBGE

This proposal will add nurses to the list of health care professionals 
who can obtain professional liability 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 auailabilitg difficulties. The Diuision of Insurance has no 
objection to this proposal.

Section 42. (Page 24, Lines 12-29; Page 25, Lines 1-29;
Page 26, Lines 1-29; Page 27, Lines 1-4)

"Nurse0 is added on Page 24, Lines 16, 19, and 22; Page 25, Lines 1,2,
and 5; and, Page 26, Line 27.

Section 45. (Page 27, Lines 5-6) 

Nurse is defined in §(17) on Line 6.

Page 19



CSHB 46 (L&C)

W ork Draft - Ford 5/25/87

RELOCATION OF DEFINITIONS

Definitions in the Insurance Code (Title 21) are found in AS 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 mith one enception, the definition of "firm,* 
mhich has been already discussed on Page 8-9, under Sections 10 and 
44. .. ..

Section 44. (Page 27, Lines 7-29; Page 28, Lines 1 -29;
Page 29, Lines 1-29; Page 30, Lines 1-7)

§(1), "adjuster" on Page 27, Lines 10-16, tuas formerly RS 
21.27.510(a).

§(2J, ’ agent" on Page 27, Lines 17-21, mas formerly AS 21.27.470.

§(5), "broker" on Page 27, Lines 28-29 and Page 28, Lines 1-6, mas 
formerly AS 21.27.480.

§(11), "firm" on Page 28, Lines 16-19, is nem. See discussion on Page 8.

§(13), "independent adjuster" on Page 28, Lines 23-24, mas formerly 
AS 21.27.510(b).

§(20), "solicitor" on Page 29, Lines 22-25, mas formerly AS 21.27.490.

Section 45. (Page 30, Lines 8-20)

This Section mas formerly AS 21.27.520. No substantiue change.

Section 46. (Page 30, Lines 21-23)

are repealed as discussed in Sections 44 and 45 aboue.
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BEMOURL OF OBSOLETE OB DUPLICBTIUE PROUISIONS

The present Insurance Code mas adopted in 1966. Bt the time of 
adoption, there mere a number of prouisions intended to preuent 
disruption of, then, current actiuities. These prouisions are no longer 
since some 20+ years haue passed and the sections are obsolete. 
Included in the repeal is a section that duplicates prouisions of the 
ethics bill adopted by the Fourteenth Legislature.

Section 46. (Page 30, Lines 21-23)

RS 21.03.030, BS 21.03.040, BS 21.03.050 and RS 21.06.040 are 
repealed.
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QUERDIEW

This committee substitute encompasses about 12 insurance issues in 
one "omnibus11 bill on insurance issues. Most of the items 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 follows will attempt to identify each issue 
addressed by the bill, euplain the purpose and to comment section by 
section. Numerous ammendments suggested preuiously haue been 
incorporated in this bill.

For ease in tracking the uarious issues, we haue prouided page breaks 
following 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)
Commercial Cancellation (Pages 10-13)
Broker Bond (Page 14)
Broker as Agent (Pages 15-16)
Producer Financial / Fiduciary Accounts (Pages 17-18)
Pro Rata on Cancellations (Page 19)
Alien Trusts Deposits (Page 20)
Nurse Couerage (Page 21)
Relocation of Definitions (Page . 2)
Remoual of Obsolete or Duplicatiue Prouisions (Page 23)
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GENERAL RGENTS / MONRGEBS

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 is a distinction that has 
been difficult to apply. The basic role of both entities is 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 Rufhority. These companies haue elected to make 
themselues subject to regulation by the Alaska Director of Insurance 
and are 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 Rlaska including general 
agents.

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

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

In §(c), the reference to RS 21.27.500 is remoued since its content is 
incorporated in the nent Section.

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

§ (f) 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
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actiuity may haue the same appearance as a general agent.

§(g) enempts persons or entities mho perform general agent type 
seruices for an insurance company mhen that person or entity is:

(1) a subsidiary of the insurance company;
(2) the omner of the insurance company; or
(3) oumed by the holding company that omns the insurance 

company.

Section 45. (Page 31, Lines 2-4)

This Section includes a repeal of RS 21.27.500, on line 3.

-L
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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 renewal. Hll licensees, howeuer, will still pay 
an annual fee, and failure to pay will result in reuocation or 
suspension of the license. This change should reduce the paperwork 
currently handled by the Diuision.

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 renew is remoued on Lines 5 G* 6. The change on Line 9 is 
not substantiue.

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 moued to the newt Section. §(a) is reuised 
in a way to deal with the new applicant. Continuing licenses are 
addressed in the Section 6. Reference to renewal has been remoued.

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 issued license.

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

Reference to renewal remoued on Page 5, Line 6.
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Reference to date of expiration is remoued on Page 7, Line 2.

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

This Section addresses licenses for uending machines that dispense 
policies of personal trauel accident insurance. The only change of 
substance is that on Page 8, Line 3 where reference to annual 
continuation and expiration is remoued.

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

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

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

Section 17 (Page 9, Lines 15-19)

The reference to renewal appears on Line 17.

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

The reference to date of expiration is remoued on Line 24.

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

This Section has been completely reworked to reflect continuous 
licenses. In §(e) and §(b), annual fee dotes differ in some cases from 
current renewal dotes. Under present law, resident licenses expire on 
June 30, except for brokers, which expire on December 31. 
Nonresident agent and brokers expire a year from issue and 
nonresident adjusters on June 30. The continuation fee proposed 
would be due on all agents, solicitors, or adjusters on June 30, and all 
brokers on December 31.
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The only other substantiue change appears in §(d) Luhere 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 is 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, life would prefer to see how things are going to shape up 
with the new Federal Act 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 28. (Page 14, Lines 20-29)

References relating to renewal remoued.

Section 29. (Page 15, Lines 1-7)

Reference relating to enpiration remoued.

Section 41. (Page 24, Lines 17-23)

Reference relating to renewal remoued.
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FIRM / INDILIinURL LICENSE

This portion of the bill creates & 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 firm'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 is a constant 
actiuity on a firm's license file as indiuiduals are added or deleted.

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

Section 7. (Page 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 is 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 it applicable to indiuidual licensees. The language on 
Page 6, Lines 1 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)
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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 corporation is remoued. 
fi definition for firm is introduced in Section 43 on Page 28, Lines 
16-19. Blso, 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 that 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 firm.

Section 25. (Page 11, 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 is not 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.
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Section 45. (Page 27, Lines 17-29; Page 28, Lines 1-29; Page 29, 
Lines 1-29; Page 30, Lines 1-17)

Definition of ‘■firm" introduced on Page 28, Lines 26-29.

Section 46. (Page 31, Lines 2-4)

AS 21.27.040(b) is repealed. This is the subsection that requires firms 
to designate all indiuiduals on the firm license.
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CQMMEBCIRL CBNCELLRTIQN

OS 21.36,210 - 310 currently places a limitation on on insurance 
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 post few years, accented the need that this 
kind of protection should also be prouided for commercial policies.

To accomplish this, it is necessary to substantially rework RS
21.36.210 - 310. B number of sections haue been relocated and a 
distinction made between personal insurance and business or 
commercial insurance. The personal insurance limitation is unchanged 
except that notice period has been reuised.

The business or commercial insurance notice has a similar period. This 
statute is similar to those in other states with one major exception. 
The proposed bill requires that any unearned premium be returned to 
the insured before the effectiue date of cancellation.

The normal period of notice for cancellation will be 60 days. Noti".3 'or 
nonpayment will be 20 days. Notice for special reasons sc ' s 
suspension or reuocation of license, conuiction of a crime relate^ to 
the type of couerage prouided, and material misrepresentation r« 
haue a 10 day notice. Notice of nonrenewal will remain at 20 days for 
personal insurance and will be 45 days for commercial nonrenewals.

Section 51. (Page 16, Lines 13-24)

No substantiue change.

Section 32. (Page 16, Lines 25-29; Page 17, Lines 1-12)

No substantiue change. This is merely a relocation of BS 21.36.300.

Section 55. (Page 17, Lines 13-29; Page 18, Lines 1-2)
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No substantiue change.

Section 54. (Page 18, Lines 3-29; Page 19, Lines 1-9)

This Section establishes the permissible reasons for cancellation of a 
business or commercial insurance policy. In addition, the Director of 
Insurance is granted discretion in the euent another ualid reason to 
cancel has not been anticipated with this legislation.

Section 55. (Page 19, Lines 10-25)

This Section lists the notice periods for personal insurance.

Section 56. (Page 19, Lines 26-29; Page 20, Lines 1-29 
Page 21, Lines 1-4)

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

§(c) 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 mithin 45 days after cancellation. 
Audits on auditable policies must also be made before the effectiue 
date of cancellation and unearned premium returned before the 
enpiration of the policy, where the reason for cancellation is other 
than nonpayment. UJhile 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 
know they are going to cancel, so they can also control the audit 
process. The insured with an auditable policy is 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 finds that the waiuer is not in th3 insureds interest, it 
can require that an audit be made under §(e).
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§(d) requires that cancellation be made by certified mail mith a return 
receipt requested. §(d) also requires that in the euent notice is 
returned undeliuerable, that an additional good faith effort to contact 
the insured be made.

Suggested Rmendment

The Diuision of Insurance is uncomfortable mith the prouision that an 
additional “good fa ith0 effort be made to deliuer notice. LUe mould 
prefer to see a more definable action described if  an additional effort 
is to be required. If an additional effort is required, me belieue it 
should be specifically defined or that specific authority be giuen the 
Director of insurance to define it by regulation.

Option 1. Delete sentence starting on Page 20, Line 25 mith the 
mord ,,l f ,, and ending on Page 20, Line 2R.

Option 2. Folloming the mord “effort" on Page 20, Line 27, insert 
", as defined in regulations adopted by the director,"

§(e) prouides that the Director has the authority to order an audit 
maiued by an insurer under §(c). This mould be done mhen the director 
belieues an insurer is acting unfairly to an insured.

§(f) clarifies that a reason for cancellation mill be giuen in all cases.

Section 57. (Page 21, Lines 5-21)

The notice of nonrenemal is unchanged for personal insurance at 20 
days. The notice of nonrenemal for business or commercial insurance 
is 45 days.

Section 58. (Page 21, Lines 22-29; Page 22, Lines 1-2)

No substantiue change.
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Section 40. (Page 22, Lines 18-29; Page 23, Lines 1-29;
Page 24, Lines 1-16)

The definition of "business or commercial insurance" is neiu. The 
remainder of the changes in this Section are not substantiue. The limit 
on cancellation Luill extend to uessels under 50 displacement tons 
mhich mill couer most of Alaska's fishing fleet.

Section 45. (Page 31, Lines 2-4)

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

AS 21.36.210(e) is repealed because it has been relocated in the 
definition of "personal insurance" on Page 23, Lines 19-29 and Page 
24, Lines 1-5.

AS 21.36.230 is repealed as it is not needed.

AS 21.36.300 is repealed because it has been moued to Section 32.
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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 auailable for the people of 
the state. The increased bond mill haue an increased cost, but the 
amount is not excessiue This is not a Diuision of Insurance proposal, 
but me haue no objection to it.

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

The increased bond amount appears on Lines 16 and 18.
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