
ALASKA LEGISLATURE COMMITTEE F I L E S 1987-1988 8672
5042 HRiLS HB 43 - UB 46



~ ' No. 1

, >  STATE OF ALASKA 1987 LEGISLATIVE SESSION
FISCAL NOTE

BUI Version : HR 43
R E Q U E ST : Publish Dale : HOUSE 2 / 4 / 8 7

Revision Date:  ___________  Agency Affected: L ab o r
Tide: "An Act relating to return Q R U . Labor Standards and Safety

transportation for workers." * ______________________

Sponsor : Dnnlpv and Kooonen .____________  Components: _ J ld g e  dnd hQUr I
R e q u e s to r: l abor and Commerce_________________  =______

EXPENDITURES/REVENUES: (Thousands of Dollars)
O P E R A T I N G FY 87 F Y  88 F Y  89 F Y  90 F Y  91 F Y  92

PERSONAL SERVICES

TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
L A N D  & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

T O T A L  O P E R A T I N G 0 0 0 0 0 0

CAPITAL |

REVENUE

FUNDING: (Thousands of Dollars)

’US

GENERALFUND 
FEDERAL FUNDS 
OTHER 
TOTAL _ J L , 0 0 0 0 0

PO SIT IO N S:
FU LLTIM E
PART-TIME
TEM PORARY

ANALYSIS : (Attach a separate page if necessary)

„ .. . Tom Stuart

D iv is io n :  Labor Standards and Safety

Approved by Commissioner:  Jim Sampso

Agency: _______ Labor________________

Distribution (by preparer) :
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ies)
Senate Secretary

Phone:  4 6 5 ^ 4 8 7U
D ate: ____

Date: 1 /2 3 /8 7

page —  of



WpY? •

STATE OF ALASKA 1987 LEGISLATIVE SESSION 

FISCAL NOTE

• '
No. 2

rvT:

REQUEST

Bill Version^ 

Publ ish Date:'

CSHB 43 (LAC)

H O U S E  2 / 4 / 8 7

Date:Revision _______________
Title: An Act Relating to Return

Agency Affected: 

BRU: a i i

All

Transportation for Workers

Sponsor: Donley and Koponen

Requestor:

Components: a h

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 87 FY 88 FY 89 FY 90 FY 91 FY 92

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

CRANTS, CLAIMS

MISCELLANEOUS

0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 IV 0 0
0 0 0 9 0 0
0 0 i 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0

TOTAL OPERATING 0 0 0 0 0 0

CAPITAL 0 0 0 0 0 0

REVENUE * 0 0 0 0 0

FUNDING: (Thousands of Doll ars)
GENERAL FUN!? 0 0 0 0 0 0
FEDERAL FUNDS 0 0 0 0 0 0
OTHER 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0

POSITIONS:
FuLl -iIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

ANALYSIS: Attach a separate page if necessary

CSHB 43 deals with paying return transportation qosts for workers whose employment is terminated 
within the first year.

Provision for financing the return transportation of new employees to their original place of 
residence upon termination of employment has b^en public policy since 1949. The significance of 
CSHB 43 is} that the proposed definition of "employer" would, for the first time, make the law 
applicaoTe to State employees.
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CONTINUATION of FISCAL NOTE ANALYSIS N o * 2

For CSHB 43 (L&C) p a g e 2 o f  2 2 / 4 / 8 7

In FY 86, the State expended $1,232,000 for moving and relocation costs. This 

figure includes legislative relocation costs which totaled $219,100 in FY 86. 

Deducting costs for legislative moves leaves approximately $1,000,000 for 

moving other State employees. The average cost of moving these employees is 

between $10,000 and $15,000. (Costs are higher because these are permanent 

versus temporary moves.) At an average of $12,500 per mt.ve, this equates to 

about 80 moves of "regular" State employees.

We estimate that only about 10 percent of these paid moves are to entice new

employees to join the State workforce, the only situation to which CSHB 43

would apply. (Paying moves of "on-board" State employees is usually

associated with getting a seasonea, trained employee to change their location 

for the good of the service.)

In the eight situations to which CSHB 43 is applicable, it is unlikely that 

more than one or two of the employees would terminate within the first year. 

Therefore, the associated moving costs could be absorbed with existing 

resources.

14/4K2/0129-02/3 Page 2 of _2
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SECTION BV SECTION COMNENTRRV 
CSHB 46 (RIs)
4 /29 /87

Prepared by: Rlaska Diuision o f  Insurance 
Date: 4 /30 /B7

OUERlf IEUJ

This committee  subst itute en com pas se s  about 13 insurance issues  in 
one "omnibus" bill on insurance issues .  M o s t  of the items conta ined 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 fo l l ow s  will a ttempt to identify each sue 
addressed  by the bill, explain the purpose and to comment sect ion by 
section.

For e a s e  in tracking the uarious issues ,  w e  haue prouided page  breaks 
fo l lowing the commentary  on each issue. The issues  are:

Generai Agents /  M anage r s  (Pages 2-3)
Continuous L icense (Pages 4-6)
Firm /  Indiuidual L icense  (Pages 7-9)
Broker Bond (Page 10)
Broker as Rgent (Pages 11-12)
Producer Financial /  Fiduciar y Recounts (Pages 13-14)
Rlien Trusts Deposits  (Page 15)
Commercia l  Cancellat ion (Pages 16-19)
Pro Rata on Cancel lat ions (Page 20)
Nurse Couerage (Page 21)
Relocation of Definitions (Page 22)
Elimination of Domest ic  Tax Exemption (Page 23)
Remoual of Obso lete or Duplicatiue Prciuisions (Page 24)



CSHB 46 (RIs)
4 /5 0 /8 7

GENERAL AGENTS /  MANAGERS

This i s sue  e l im inates confus ion w ith  AS 21.09.280, wh ich  currently 
a t tempts  to distinguish b e tw e en  'g enera l  a g en ts "  w h o  are required to 
be l icensed and 'm an ag e r s "  w h o  are not. It is a distinction that has 
been difficult to apply. The basic role of both entit ies is often the 
same ,  and the Alaska Insurance Code  does  not adequate ly  make a 
distinction b e tw een  the two .  The bill e l iminates references  to 
managers  and requires all general agen ts  to be licensed. It then lists 
those  specif ic entit ies that will not be cons idered general agents.

Sect ion 1. (Page 1, l i n e s  9-20)

AS 21.09 deals  w ith  insurance compan ies  that apply for and ore issued 
a Certif icate of Authority. These  compan ie s  haue e lected to make 
themse lues  sub ject  to regulation by the Rlaska Director of insurance 
and are referred to as  admitted companies .  The change in this Section 
makes  it c lear that an admitted company  may only do business 
through persons or entit ies li censed by Alaska including general 
agents .

Sect ion 2. (Page I, L ines 21-29; Page 2, L ines 1 -16]i

This Section remoues the references  to managers .  In §(b), the point 
that the general agent  is l icensed in the s am e  manner as an agent 
li censed under AS 21.27, is clarified. This is a u iew  that the Diuision 
has  appl ied in practice, but is more than a little uague  in statute.

In §(c), the reference to AS 21.27.500 is remoued since its content is 
incorporated in the neat Section.

Sect ion 5. (Page 2, L ines 17-29; Page 3, Line 1-2)

§ (f) in this Section, moues  a prouis ion from AS 21.27.500. It prouides 
that salaried em p loyee s  of an insurance company  are not subject to 
license for their actiuit ies on behalf of the insurer, euen though that

Page 2L



CSHB 46 (RIs)
4 /3 0 /8 7

actiuity may  haue  the sam e  appearance  as  a genera l  agent.

§(g) enempts  persons or ent it ies w h o  perform general agent type 
seru ices for an insurance company wh en  that person or entity is:

(1) a subsidiary of the insurance company ;
(2) the ow ne r  of the insurance company ;  or
(3) own ed  by the holding company  that ow n s  the insurance 

company .

Sect ion 46 (Page 31, Lines 5-8)

This Section includes a repeal of RS 21.27.500, on line 6.



CSHB 46 (RIs)
4 /5 0 /8 7

CONTINUOUS LICENSE

This bill introduces a continuous insurance l icense for agents ,  brokers, 
solicitors, adjusters,  and general agents ,  rather then the current 
sy s tem  requiring annual renewa l ,  fill been* ' es, howeuer ,  will still pay 
an annual fee, and failure to pay will result in reuocat ion  or 
suspens ion 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, L ines 9-13.

Sect ion 4. (Page 3, Lines 3-10)

Reference to renew  is remoued on Lines 5 fr 6. The change  on L ines 9 
& 10 is not substantiue.

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

fiS 21.27.030(a)(1) is a control led bus iness  prohibition. The substance  
of this paragraph has been moued to Section 6. §(a) is reuised to deal 
w ith  the n ew  applicant. Reference to renewa l  has been remoued.

Section 6. (Page 3, Line 29; Page 4, L ines 1-7)

This addition to AS 21.27.030 addres se s  the control led bus iness 
prohibition on an enisting license.

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

Reference to renewa l  remoued on Page 5, Line 6.
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Section 10. (Page 6, Lines 15-29; Page  7, Lines 1-3)

Reference to date  c f  enpiration is remoued on Page  7, Line 2.

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

This Sect ion addresses  l icenses for uending mach ines  that d ispense 
pol icies of  personal trauel acc ident insurance. The onlg change of 
substance  is that on Page  8, Line 3 inhere reference to annual 
continuation and enpiration is remoued.

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

The references to reneuual are addressed on L ines 1113 .

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

The reference to renewa l  appears  on Line 17.

Sect ion 18. (Page 9, Lines 20-26)

The reference to date of enpiration is remoued on Line 24.

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

This Section has been complete ly  reworked  to reflect continuous 
l icenses. In §(a) and §(b), annual fee  date s  differ in some  ca s e s  from 
current renewa l  dates .  Under present law ,  resident l icenses enpire on 
June  30, encept for brokers, wh ich  enpire on December 31. 
Nonresident agent and brokers enpire a gear  from issue and 
nonresident adjusters  on June  30. The continuation fee proposed 
would  be due on all agents ,  solicitors, or ad justers  on Ju n e  30, and oil 
brokers on December 31.
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The only other substant iue  change  appears  in §(d) inhere the sur­
charge for late r enewa l  is estab l ished by regulation. This concept is 
already the c a se  for all other fe e s  o f  the Diucsion o f  Insurance.

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

The reference to refuse to r enew  is remoued on Page 12, Line 18. 
Surplus lines broker l icenses are not being changed to continuous 
license, This accounts  for the inserted language  on Lines 19 and 20. 
This type of l i censee  is the one that pc ouides entry to the nonadmitted 
market place and is required to post a $200,000 bond. Further, 
producers of bus iness for risk retention groups or risk purchasing 
groups under the recently passed  Federal l aw  must haue this type of 
license. UJe wou ld  prefer to s e e  h ow  things are going to shape  up 
with the n ew  Federal Ret before  w e  recommend a change

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

References  relating to r enewa l  remoued.

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

References relating to renewa l  remoued.

Section 28. (Page 14, Lines 20-29)

References relating to r enewa l  remoued.

Sect ion 29. (Page 15, Lines 1-7)

Reference relating to enpiration remoued.

Sect ion 42. (Page 24, Lines 19-25)

Reference relating to renewa l  remoued.
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FIRM /  INOilDlDURL LICENSE

This portion of the bill crea tes  a n ew  distinction b e tw e en  indiuidual 
l i censes issued to indiuidual persons, ond firm l icenses is sued to 
a s soc ia t ions  o f  indiuidual l icensees .  Under current laiu, persons 
operating under a firm's l icense do not typically hold an indiuidual 
l icense, but are named to act on the firm license. This renders 
indiuidual accountabi l ity  difficult. In s om e  c a s e s  there is a constant 
actiuity on a firm's l icense file a s  indiuiduals are added or deleted.

Rlso under current lain, adjust ing firms are not licensed, only 
indiuiduals. UJe haue experienced s ituations inhere firms haue ignored 
Alaska Lain to the detriment of the public and indiuidual l i censees  
within the firm. This extends the accountabi l ity principle to adjusting 
lirms. IH wil l giue the Diuision of Insurance a better  regulatory 
ouersight of the industry by requiring that euery person selling or 
adjust ing insurance contracts ,  w he th e r  indiuidual or firm, haue the 
appropriate license.

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

This Sect ion concerning examinat ion of appl icants for insurance 
license has been changed to apply to indiuidual l icensees .  Since each  
indiuidual is l i censed 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.

Sect ion 8. (Page 5, Lines 10-29; Page 6, Lines t -8)

This Section addresse s  the quali fications for license. It has been 
modified to make  it applicable to indiuidual l i censees .  The language on 
Page 6, Lines I and 2, auoid additional paperwork  by prouiding that a 
person acting on behalf of a firm is couered by the firm's appointment.

Section 9. (Page u, Lines 9-14)
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This Sect ion also addresse s  the quali fications for license. It opplies to 
firm licenses.

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

The only changes  o f  substance  in this Sect ion are found on Page 6, 
L ines 22-25. The distinction b e tw e en  fi lm and corporation is remoued. 
R definition for firm is introduced in Section 44 on Page  28, Lines 
28-29 and Page 29, Lines 1-3. The only person to be named on a firm 
l icense will be the principal or manager  of the firm.

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

This Sect ion requires that the firm be li censed to the same  extent as 
persons employed  by the firm. Use by a firm o f  unl icensed persons 
w ho  are required to be l icensed is cau se  for reuocat ion or suspension.

Section 14. (Page 8, L ines 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 Sect ion addresses  temporary l icenses .  It prouides for a 
temporary license if the principal or manager  should die. This is not a 
substant iue  change.

Sect ion 25. (Page 13, Lines 20-24)

Since persons are no longer des ignated in the l icense to exercise its 
p owers ,  the language has been reuised to act ing on beha lf  of  the firm.

Page 8
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Section 44. (Page 27, Lines 19-29; Page  28, Lines 1-29;
Page  29, Lines 1-29; Page  30, L ines 1-20)

Definition of uf irmu introduced on Page  28, Lines 28-29 and Page 29, 
Page 1-3.

Section 46. (Page 31, Lines 5-8)

RS 21.27.040(b) is repea led on Line 6. This is the subsect ion that 
requires firms to des ignate  all indiuiduals on the firm license.

Page 9
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BROKER BOND

This sect ion proposes  to increase  the bond required o f  a broker from 
the current $5,000 to $10,000. The bond is auai lable for the people of 
the state .  The increased bond mill haue an increased cost ,  but the 
amount is not euce ss iue  This is not a Diuision o f  Insurance proposal, 
but me haue no object ion to it.

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

The increased bond amount appears on Lines 16 and 18.

Page 10
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BBQKEIft BS AGENT

Alaska currently l i censes  tw o  kinds of insurance producer under HS 
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. A purchaser of insurance 
usually does  not know ,  under which license a producer is acting. M o s t  
insurance producers do try to balance the interests  of the purchaser 
of couerage  and the prouider of couerage ,  and som e  do this quite well .  
Normally this is not an issue o f  concern, but w h en  a producer b ecomes  
insoluent or has  misused trust account monies ,  the issue can be uery 
important.

If an agent col lects premium funds for an insurer, the insurer is 
deemed to haue  receiued those  funds w h e th e r  they are sent to the 
insurer or not. LBhen the insurer sends notice o f  cancellat ion for 
nonpayment o f  premium, the insured need only s h ow  his cancel led 
check and the couerage  will be reinstated.

If a broker misappropriates premium funds, and doe s  not pay them to 
the insurer or intermediary, and a notice is sent by the company which 
has not receiued payment ,  the couerages  are general ly not reinstated. 
The Diuision has  had tw o  ma jor  c a s e s  of this descript ion and a number 
of smaller  ones ,  w he re  the public has  been hurt. The resolution is to 
proulde that w h en  a broker p laces  c ouerage  which can be euidenced 
by a binder, is suance  of a policy, or s om e  a cknow ledgem en t  from the 
insurer or its representat iue ,  then the insurer is considered to haue 
receiued those  funds w he th e r  it hcs  or not. The broker is considered 
to be the agent  of the company  for purposes  o f  premium col lection.

fin additional issue, is the need to haue the producer collect ing funds 
at the initiation of the transaction, clearly s ta te  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 .

Page 11
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Section 13. (Page P Lines 10-22)

This Section dea ls  w ith the brokers ' bond. One group of persons w ho  
could be aduerse ly  impacted w ith  “agent  as broker" ,  is the who le sa le  
broker or gene '  -I agent who  is in b e tw e en  the producing broker and 
the insurance company. It is poss ib le  that they might bear the 
financial brunt of this solut ion. Relief is offered by al lowing them to 
a c c e s s  to the brokers' bond.

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

This Sect ion makes  c lear the fact that the broker cannot bind an 
insurer.

Sect ion 16. (Page 9, Lines 2-14)

This Sect ion estab l i shes  the concept  of “broker as agent for purposes 
of premium collection." (d) n ew ly  prouides that a broker may not 
know ing ly  nccept payment for couerage  until that couerage is 
authorized by an insurer.

Page  12
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PRODUCE! FINANCIAL /  F1DUC1RRV ACCOUNTS

The Diuision ha s  been work ing w ith  the Alaska Association of 
Independent Insurance Agents and Brokers concerning financial 
problems with s om e  insurance a g en i s  and brokers and their handling 
of insurance premium monies. To this end, w e  haue aided in 
deueloping s om e  clarifications to those  sec t ions  of the insurance 
code.

Agents and brokers are required to receiue insurance premium monies 
in a fiduciary capac ity .  Unfortunately, the first sign that all is not wel l  
w ith  an agents '  or brokers'  fiduciarg account is w hen  it is too late. 
One good indicator of a deueloping problem wou ld  be good accounting 
records a ccess ib le  by the Diuision, wh ich  are required w ith  this bill.

The Diuision has need of tools  that can be used to resolue fiduciary 
and financial difficulties at an earl ier point in time. One tool is the 
ability to reu iew  financial summaries or detail , such a s  trial balance, 
income s ta tement ,  journal detail , etc. in a Diuision of Insurance office 
for eKominat ion w h en  requested . These  documents  wou ld  be 
conf idential .

The clarifications addressed  in this issue coupled with the Broker as 
Agent resolution should manim ize  protect ion to insurance purchasers.

Sect ion 19. (Page 9, Lines 27-29; Page  10, L ines 1 -9)

This is a n ew  requirement specif ical ly requiring an agent  or broker to 
haue accounting and financial records and to maintain them in 
accordance  w ith  general ly accepted  accounting principles. These 
records are auai lab le for reu iew  and are conf identia l  when  in the 
possess ion  of the director.

Sect ion 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

Page 13
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it encept  as specif ical ly permitted in Section 21.

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

§(d) permits a limited commingling o f  nonpremium funds in the 
fiduciary account for specif ic  premium related purposes .  Recounting 
for nonpremium funds is required.

§(e) m ake s  c lear that the premium funds required to be in the 
fiduciary account can not be used or represented to be  a sse t  funds. 
Funds optionally permitted to be in the fiduciary account,  such as 
reserue  funds are an a s s e t  of  the agent  or broker.

§(f) introduces a definition for "fiduciary a ccoun t .11

Page 14
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ALIEN TRUST DEPOSITS

This issue is cons idered the priority leg is lat iue need this se ss ion  
and it re lates to the trust fund requirements for alien surplus lines 
insurers w ish ing to bus iness  in Rlaska. Rn alien insurer is one formed 
under the l aw s  of a country other than the United States .

Ht the present time, RS 21.34.040(c) prouides that an alien surplus 
lines insurer must maintain a trust fund for the benefit of 
policyholders in the United S tates  in an amount  not le ss  than $3.5 
million. That $3.5 million figure is scheduled to  increase  to $5 million 
on June  20, 1987. This portion of the bill w ou ld  e l iminate this 
scheduled increase  and reduce the trust fund requirement to $1.5 
million, the leuel required before Ju n e  20,1985.

This proposal wou ld  auoid the necess ity  to declare a s  ineligible, 
appronimately 95% of the alien surplus line compan ie s  doing bus iness  
in the fliaska market. There is a great dea l  of concern about the 
reduction of auai lab le insurance markets for enposures  in this state .  
If the current language  in s ta tute  w ere  to be enforced ,  many  insurers 
who  n ow  prouide ua luab le  markets  would be ineligible for use  here, 
fliaska is out o f  s tep  w ith  the rest o f  the country on this issue w here  
the norm is a deposit  o f  $1.5 million. This proposa l  d oe s  not impact 
the minimum capital and surplus required o f  al ien insurers.

Section 50. (Page 15, Lines 8-29; Page 16, L ines 1-12)

The language to accomplish the change noted aboue  appears  on Page  
15, L ines 21-22. Other changes  are not substant iue .

Section 48. (Page 31, L ines 12-13)

This Section is an immed ia te  effect iue  date for Sect ion 30 only.

Page 15
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COMMERCIAL CRNCELLRT10N

RS 21.36.210 -  310 currently p laces  a limitation on an insurance 
company 's  right to cancel in m id - term , personal l ines of insurance, 
such as automobi le  insurance or h om eowne r s  insurance. This who le  
sect ion of l aw  dea ls  w ith  insurer initiated cance l lat ions .  The 
insurance crisis of  the past  f ew  years ,  a ccented  the need that this 
kind of protection should a lso be provided for commercia l policies.

To accomplish this, it is n e ce s sa ry  to substant ia l ly rework RS 
21.36.210 -  310. fl number of sec t ions  haue  been  re located and a 
distinction made  b e tw e en  personal insurance and bus iness or 
commercia l insurance.  The personal insurance limitation is unchanged 
encept that not ice  period has been revised. This i s sue  has been the 
one generating the most fine tuning during the hearing process .

The business or commercia l  insurance not ice  is similar to those in 
many states .  This proposal preserves  the insurers right to cance l but 
does  require an adequate  period of notice,  a s ta tement  of the reasons 
for the cancellat ion, and requires, in most cases ,  that any unearned 
premium be returned to the insured before  the e ffec t ive  date of 
cancellation, fl not ice  requirement has  been added for an increase  of 
premium at r enewa l  or a change  in couerage .  Not ice  must be given 
prior to eupiration.

The normal period of notice for cance l lat ion will be 60 days. Not ice  for 
nonpayment will be 20 days .  Not ice  for special reasons  such as 
suspension or revocat ion o f  license, convict ion of a crime related to 
the type of coverage  provided, and material  misrepresentat ion will 
have  a 10 day notice. Not ice  of nonrenewa l  will remain at 20 days for 
personal insurance and will be 45 day s  for commercia l nonrenewals .

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

No substant ive change .

Section 52. (Page 16, Lines 25-29; Page  17, Lines 1-2)
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No substant ive change . This is merely a relocat ion of RS 21.36.300. 
Reference to some  encept ions has  been  de leted  s ince those  will be 
picked up under the commercia l  or bus iness  definition.

Section 53. (Page 17, Lines 3-21)

No substant ive  change.

Sect ion 54. (Page 17, Lines 22-29; Page  18, Lines 1-9) 

This Sect ion lists the notice periods for personal insurance.

Sect ion 55. (Page 18, Lines 10-29; Page  19, Lines 1-29;
Page 20, Lines 1-2)

§(b) of this Section estab l i shes  the not ice  periods for bus iness or 
commercia l insurance.

§(c) requires the return of unearned premium prior to the effect ive  
date o f  cancellation. If the cancel lat ion is for nonpayment ,  return of 
unearned premium must occur within 30 days  after  notice of 
cancellat ion is given. Audits on auditable  pol ic ies must also be made 
before the effect ive date  of cance l lat ion and unearned premium 
returned before the eupiration o f  the pol icy, w here  the reason  for 
cancel lat ion is other than nonpayment ,  and s om e  specif ied enceptions.

While this may c au se  som e  difficulty for the insurer, it should be 
remembered that this speaks  to an insurer initiated cancellation. 
Insurers can use tentat ive  or pro jec ted  numbers for the period 
fo l lowing the notice of cancellat ion. They often know  they are going 
to can el, so usually they can a lso control the audit process .  The 
insured with an auditable policy is ent it led to the same protection as 
an insured with a nonauditable  policy. The insurer may elect to w a iv e  
an audit on cancellation, which is their right currently. If the Division 
finds that the w a ive r  is not in the insureds interest ,  it can require that 
an audit be made under §(d).
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§(d) prouides thot the Director has  the authority to order on audit 
meiued by an insurer under §(c). This mould be done  mhen the director 
be l ieues an insurer is acting unfairly to an insured.

§(e) clarifies that a reason for cancel lat ion mill be giuen in all cases .

Sect ion 56. (Page 20, Lines 5-24)

This sect ion prouides for a notice to be giuen of a premium increase  or 
o f  a couerage  change 20 days  before expiration in the c a se  of 
personal insurance and 45 days before eupiratiion in the c a se  of 
bus iness or commercia l insurance.  This d oe s  not apply to morkers ' 
compensat ion  insurance.

Sect ion 57. (Page 20, Lines 25-29; Page 21, Lines 1-15)

The notice of nonrenemal is unchanged for persona l insurance at 20 
days. The notice of nonrenemal for bus iness or commercia l  insurance 
is 45 days .  Failure to giue required notice results in continued couer.

Sect ion 58. (Page 21, Lines 16-25)

No substant iue change.

Sect ion 40. (Page 22, Lines 15-19)

This sect ion requires that a notice of cance l la t ion be sent to the last 
knomn address  that the insurer haue a post office receipt of mailing.

Sect ion 41. (Page 22, Lines 20-29; Page 23, Lines 1-29;
Page 24, Lines 1-18)

The definition of "business or commercia l insurance" is nem. The 
remainder of the changes  in this Sect ion are not s jb s tan t iu e .  The limit
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on cancel lat ion will entend to ue sse ls  under 50 d isp lacement tons  
wnich will couer most of Alaska's fishing fleet.

Section 46. (Page 31, Lines 5-8)

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

RS 21.36.210(e) is repealed because  it has been re located in tfiie 
definition o f  “personal insurance" on Page 23, Lines 21-29 and Page  
24, Lines 1-7.

RS 21.36.230 is repealed as it is not needed.

RS 21.36.300 is repealed because  it has been moued  to Sect ion 32.
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PRO RHTfl ON CANCELLATIONS

There are tw o  basic  methods  of computing return premium on a 
cance l led policy. In industry parlance, the se  are referred to as  short 
rate and pro rata. Short rate is used on a cancel lat ion initiated by the 
insured and has a built - in penalty . Pro rata is used on cance l lat ions 
initiated by the insurance company and the earned portion of premium 
is proport ionate to the period of couerage .  The short rate method of 
computat ion is o ften a c au se  for compla int b ecau se  of abuse. M os t  
compla ints  deal w ith  the s ize  o f  the penalty prouision.

Short rate penalty w a s  originally intended to reflect an eupense  of the 
insurer that w a s ,  for the most  part, beyond the insurers’ control. It 
also prouides s om e  protect ion from seuere  market disruption. The 
Diuision has cons idered the el imination o f  short rate by regulation, but 
authority is uague.  LUe wou ld  prefer to cont inue s om e  form of short 
rate penalty but be able to address the abuses .

Section 59. (Page 21, L ines 26-29; Page  22, Lines 1-12)

This Section limits the short rate penalty to 7.570 of the unearned 
premium.

Section 47. (Page 31, L ines 9 - 1 1)

This Section make s  c lear that this n ew  requirement doe s  not affect 
in - force  contracts ,  thus s idestepping potent ia l  consti tutional 
conflicts.
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NURSE CODERRGE

This proposal will add nurses to the list of health care profess iona ls  
who  can obtain profess iona l  liability insurance from the Med ica l  
Indemnity Corporation of fliaska wh ich  w a s  formed under RS 21.88 in 
1976. This is primarily a backup act ion s ince nurses haue recently 
been able to put toge ther  a nat ional program that appears  to reso lue 
their auailability difficulties. The Diuision of Insurance has  no 
object ion to this proposal.

Section 43, (Page 24, L ines 26-29; Page 25, Lines 1-29;
Page  26, Lines 1-29; Page 27, Lines 1-18)

"Nurse" or "nurses " ,  is added on Page  25, L ines 1, 4, 7, 15, 16, fr 19 
and on Page 27, Line 12.
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RELOCRTiON OF DEFINITIONS

Definit ions in the Insurance Code  (Title 21) are found in RS 21.90. In 
addition, chapters contain definit ions that in s om e  ca s e s  haue a more 
general application. These  should be located in the general definition 
chapter. The changes  in this case  are not substant iae ,  but merely 
represent relocation w ith  one  exception, the definition of "firm," 
which has  been already d iscussed on Page  8-9, under Sect ions 10 O' 44.

Sect ion 44. (Page 27, Lines 19-29; Page  28, Lines 1-29;
Page  29, Lines 1-29; Page  30, Lines 1-20)

§(1), " a d ju s t e r1' on Page  27, L ines 22-28, w a s  formerly RS 
21.27.510(a).

§(2), " agen t "  on Page 27, Line 29 and Page  23, Lines 1-4, w a s  formerly 
RS 21.27.470.

§(5), "broker" on Page  28, Lines 11-18, w a s  formerly RS 21.27.480.

§(11), "firm" on Page  28, Lines 28-29 and Page  29, Lines 1-3 is n ew .
See d iscussion on Page  8.

§(13), “independent adjuster "  on Page  29, Lines 7-8, w a s  formerly RS 
21.27.510(b).

§(20), "sol ic itor" on Page 30, Lines 6-9 , w a s  formerly RS 21.27.490.

Section 45. (Page 30, Lines 21-29; Page  31, Lines 1-4)

This Section w a s  formerly RS 21.27.520. No substant iue  change.

Section 46. (Page 31, Lines 5 -8)

RS 21.27.470, RS 21.27.480, RS 21.27.490, RS 21.27.510, fr RS 21.27.520 
are repealed as  d iscussed in Sect ions 44 and 45 aboue.
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ELIMINATION OF DOMESTIC TRH EXEMPTION

This item proposes  to terminate a tan exemption presently granted to 
a domest ic  Alaska insurer during its first fiue year s  of existence. 
There is a potentia l constitutional i s sue  w ith  cont inuance of the tax 
exemption. In the past, large nat ional insurance holding companies  
haue taken aduan tage  of this feature and in some  cases ,  there has 
been a strong quest ion about w h e th e r  s om e  o f  those  compan ies  mere 
truly domest ic  Alaska insurers. The Diuision of Insurance has no 
object ion to this proposal.

Section 46. (Page 31, Lines 5-8 )

AS 21.09.210(c) is repea led  on Line 7, eliminating the domest ic  tax 
exemption.
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BEMOURL OF OBSOLETE OB DUPLlCflTlUE PROLUSIONS

The present Insurance Code w a s  adopted  in 1966. fit the time of 
adoption, there w ere  a number of prouis ions intended to preuent 
disruption of, then, current actiuities. These  prouis ions are no longer 
since some  20+ gears  haue passed  and the sec t ions  are obso lete .  
Included in the repeal is a section that dupl icates prouis ions o f  the 
ethics bill adopted by the Fourteenth Legis lature.

Section 46. (Page 31, Lines 5-8)

RS 21.03.030, BS 21.03.040, RS 21.03.050 and RS 21.06.040 are 
repealed.
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Prepared by. Alaslca Division of Insurance 
Date: 4/30/87

This proposal encompasses about 13 insurance issues in one "omnibus” bill on 
insurance issues. Most of the items contained in the bill have, at one time or another, 
been requested by the Division. The Division supports this legislation.

GENERAL AGENTS/MANAGERS
This issue eliminates confusion with AS 21.09.280, which currently attempts to distinguish 
between "general agents" who are required to be licensed and "managers" who are not. 
The distinction is difficult to apply, since definition is unclear. The bill requires all general 
agents to be licensed, ai d lists specific exceptions.

CONTINUOUS LICENSE
This bill introduces a continuous license for agents, brokers, solicitors, adjusters, and 
general agents, to replace annual renewal. All licensees will pay an annual fee with 
failure to pay resulting in revocation or suspension of license. This change should reduce 
the paperwork handled by the Division.

FIRM/INDIVIDUAL LICENSE
This portion of the bill creates a new distinction between individual licenses issued to 
individual persons, and firm licenses issued to associations of individual licensees. 
License will be required for all individuals to provide individual accountability. This 
principle will also be extended to adjusting firms. We have experienced situations where 
firms have ignored Alaska Law to the detriment of the public and individual licensees 
within the firm.

BROKER BOND
This section proposes to increase the bond required of a broker from the current $5,000 to 
$10,000. The bond is available for the people of the state. The increased bond will have 
an increased cost, but the amount is not excessive.

BROKER AS AG ENT
Alaska currently licenses two kinds of insurance producer, agent and broker. The agent 
represents an insurance company through appointment and contract The broker does 
not. Producers typically hold both types of license. A purchaser of insurance usually 
does not know which license is being used. This really becomes a concern when a 
producer becomes insolvent or has misused trust account monies.
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This proposal provides that when a broker places coverage which can be evidenced by a 
binder, issuance of a policy, or some acknowledgement from the insurer or its 
representative, then the insurer is considered to have received those funds whether it 
has or not. The broker is considered to be the agent of the company for purposes of 
premium collection.

PRODUCER FINANCIAL/ FIDUCIARY ACCOUNTS
The Division has been working with the Alaska Association of Independent Insurance 
Agents and Brokers concerning financial problems with some insurance agents and 
brokers and their ha ndling of insurance premium monies. Unrortunately, the first sign that 
all is notv/ell with an agents' or brokers' fiduciary account, in which he required to receive 
all premium, is when it is too late. One good indicator of a developing problem wc uld be 
good accounting records accessible by the Division, which are required with this bill. This 
tool, coupled with other items in this bill should maximize public protection.

ALIEN TRUST DEPOSITS
This issue is our #1 priority legislative need this session and it relates to the trust fund 
requirements for alien surplus lines insurers. An alien insurer is one formed under the 
laws of another country.

Statute now requires that an alien surplus lines insurer maintain a trust fund for the 
benefit of policyholders in the United States in an amount not less than $3.5 million. That 
$3.5 million figure is scheduled to increase to $5 million on June 20,1987. This portion of 
the bill would eliminate this scheduled increase and reduce the trust fund requirement to 
$1.5 million, the level required by the other 49 states.

This proposal would avoid the necessity to declare as ineligible, approximately 95% of 
the alien sutplus line companies doing business in the Alaska market, with resultant 
reduction of available insurance markets for exposures in this state.

COMMERCIAL CANCELLATION
The insurance crisis of the past few years, accented the need to provide some kind of 
protection for commercial policies. This proposal preserves the insurers right to cancel 
but does require an adequate period of notice, a statement of the reasons for the 
cancellation, and requires, in most cases, that any unearned premium be returned to the 
insured before the effective date of cancellation. A notice requirement has been added 
for an increase of premium at renewal or a change in coverage. Notice must be given 
prior to expiration.
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PRO RATA ON CANCELLATIONS
There are two basic methods of computing return premium on a cancelled policy, which 
are referred to as pro rata and short rate. Pro rata is used on cancellations initiated by the 
insurance company and the earned portion of premium is proportionate fc. the period of 
coverage. Short rate is used on a cancellation initiated by the insured and has a built-in 
penalty. The short rate method of computation is often a cause for complaint because of 
abuse. Most complaints deal with the size of the penalty provision. This proposal places 
a reasonable limit on the size of the penalty.

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

RELOCATION OF DEFINITIONS
Definitions in the Insurance Code (Title 21) are found in AS 21.90. In addition, chapters 
contain definitions that in some cases have a more general application. These should be 
located in the general definition chapter. The changes in this case are not substantive.

ELIMINATION OF DOMESTIC TAX EXEMPTION
This item proposes to terminate a tax exemption presently granted to a domestic Alaska 
insurer during its first five years of existence. There is a potential constitutional issue with 
continuance of the tax exemption.

REMOVAL OF OBSOLETE OR DUPLICATIVE PROVISIONS
The present Insurance Code was adopted in 1966. A number of provisions intended to 
prevent disruption of activities still remain in statute. These provisions are now obsolete. 
Included in the repeal is a section that duplicates provisions of the ethics bill adopted by 
the Fourteenth Legislature.
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GENERRL AGENTS /  MANAGERS

Section I. (Page 1, L ines 9-20)
Section 2. (Page 1, L ines 21-29; Page 2, L ines 1-16)
Section 3. (Page 2, L ines 17-29; Page 3, Line 1-2)
Section 46 (Page 31, L ine s  5-8)

CONTINUOUS LICENSE

Section 2. 
Section 4. 
Section 5. 
Section 6. 
Section 7. 
Section 10. 
Section 12. 
Section 15. 
Sect ion 17. 
Section 18. 
Section 22. 
Section 24. 
Section 26. 
Section 27. 
Section 28, 
Section 29. 
Section 42.

(Page 1, L ines 21-29; Page  2, L ines 1-16) 
(Page 3, L ines 3-10)
(Page 3, L ines 11-28)
(Page 3, Line 29; Page  4, L ines 1-7)
(Page 4, Lines 8 -29; Page  5, L ines 1-9) 
(Page 6, Lines 15-29; Page  7, L ines 1-3) 
(Page 7, L ines 26-29; Page 8, L ines 1-9) 
(Page 8, Lines 10-22)
(Page 9, Lines 15-19)
(Page 9, Lines 20-26)
(Page 11, L ines 11-27)
(Page 12, L ines 16-29; Page  13, L ines 1-19) 
(Page 13, L ines 25 -  29; Page  14, L ines 1-7) 
(Page 14, L ines 8-19)
(Page 14, L ines 20-29)
(Page 15, L ines 1-7)
(Page 24, L ines 19-25)

FIRM /  INDIUIDUAL LICENSE

Section 7. (Page 4, Lines 8 -29 ; Page  5, L ines 1-9) 
Section 8. (Page 5, Lines 10-29; Page  6, L ines 1-8)
Section 9. (Page 6, Lines 9-14)
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Section 10. (Page 6, Lines 15-29; Page  7, Line 1-3) 
Section 11. (Page 7, Lines 4-25)
Section 14. (Page 8, Lines 23-26)
Section 25. (Page 11, Lines 28-29; Page  12, Lines 1-15)
Section 25. (Page 13, Lines 20-24)
Section 44. (Page 27, Lines 19-29; Page  28, L ines 1-29;

Page  29, Lines 1-29; Page  30, Lines 1-20) 
Section •'&. (Page 31, Lines 5-8)

BROKER BOND

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

BROKER RS AGENT

Section 15. (Page 8, Lines 10-22)
Section 15. (Page 8, Lines 27-29; P age  9, Line 1)
Sect ion 16. (Page 9, Lines 2-14)

PRODUCER F1NRNC1RL /  F1DUCIRRV ACCOUNTS

Section 19. (Page 9, Lines 27-29; P ag e  10, Lines 1 -9)
Section 20. (Page 10, Lines 10-21)
Section 21. (Page 10, Lines 22-29; Page  11, Lines 1-10)

ALIEN TRUST DEPOSITS

Section 50. (Page 15, Lines 8-29; Page  16, Lines 1 i2)
Section 48. (Page 31, Lines 12-13)

COMMERCIAL CANCELLATION

Section 51. (Page 16, Lines 13-24)
Sect ion 52. (Page 16, Lines 25-29; Page  17, L ines 1-2)
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Section 33. (Page 17, Lines 3-21)
Sect ion 34. (Page 17, Lines 22-29; Page 18, Lines 1-9)
Sect ion 35. (Page 18, Lines 10-29; Page 19, Lines 1-29;
Sect ion 36. (Page 20, Lines 3-24)
Section 37. (Page 20, Lines 25-29; Page  21, Lines 1-15)
Section 38. (Page 21, Lines 16-25)
Section 40. (Page 22, Lines 13-19)
Section 41. (Page 22, Lines 20-29; Page  23, Lines 1-29;
Sect ion 46. (Page 31, Lines 5-8)

PRO RflTfi ON CANCELLATIONS

Section 59. (Page 21, L ines 26-29; Page  22, Lines 1-12)
Section 47. (Page 51, L ines 9-11)

NURSE COUERRGE

Section 45. (Page 24, Lines 26-29; Page  25, Lines 1-29;
Page  26, Lines 1-29; Page  27, Lines 1-18)

RELOCRTION OF DEFINITIONS

Section 44. (Page 27, L ines 19-29; Page  28, Lines 1-29;
Page  29, L ines 1-29; Page  50, Lines 1-20)

Sect ion 45. (Page 50, L ines 21-29; Page  51, L ines 1-4)
Sect ion 46. (Page 51, Lines 5-8)

ELIMINRTION OF DOMESTIC TRH EHEMPTION 

Section 46. (Page 51, Lines 5-8)

REMOURL OF OBSOLETE OR DUPLICRT1UE PROUISIONS 

Section 46. (Page 51, Lines 5-8)
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GENERRL RGENTS /  MRNRGERS

Section 1. (Page 1, Lines 9-20)
Section 2. (Page I, Lines 21-29; Page  2, L ines 1-16)
Section 5. (Page 2, Lines 17-29; P age  3, Line 1-2)
Section 46 (Page 31, Lines 5-8)

CONTINUOUS LICENSE

Section 2. 
Sect ion 4. 
Section 5. 
Section 6. 
Sect ion 7. 
Sect ion 10. 
Section 12. 
Sect ion 15. 
Sect ion 17. 
Section 18. 
Sect ion 22. 
Sect ion 24. 
Section 26. 
Sect ion 27. 
Section 28. 
Section 29. 
Sect ion 42.

(Page 1, Lines 21-29; Page 2, L ines 1-16) 
(Huge 3, L ines 3-10)
(Page 3, Lines 11-28)
(Page 3, Line 29; Page 4, Lines 1-7)
(Page 4, Lines 8-29; Page 5, L ines 1-9) 
(Page 6, Lines 15-29; Page 7, L ines 1-3) 
(Pfi jj  7, Lines 26-29; Page  8, L ines 1-9) 
(Page 8, Lines 10-22)
(Page 9, Lines 15-19)
(Page 9, Lines 20-26)
(Page 11, Lines 11-27)
(Page 12, Lines 16-29; Page  13, Lines 1-19) 
(Page 13, Lines 25- 29; Page  14, Lines 1-7) 
(Page 14, Lines 8-19)
(Page 14, Lines 20-29)
(Page 15, Lines 1-7)
(Page 24, Lines 19-25)

FIRM /  INDIUIDUAL LICENSE

Section 7. (Page 4, L ines 8-29; Page  5, Lines 1-9) 
Sect ion 8. (Page 5, Lines 10-29; Page  6, L ines 1-8)
Sect ion 9. (Page 6, Lines 9-14)
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Section 10. (Page 6, Lines 15-29; Page  7, Line 1-3) 
Sect ion 11. (Page 7, L ines 4-25)
Section 14. (Page 8, Lines 23-26)
Section 25. (Page 11, Lines 28-29; Page  12, Lines 1-15)
Sect ion 25. (Page 13, Lines 20-24)
Sect ion 44. (Page 27, Lines 19-29; Page 28, Lines 1-29;

Page  29, Lines 1-29; Page  30, Lines 1-20) 
Section 46. (Page 31, Lines 5-8)

BROKER BOND

Section 14. (Page 6, Lines 10-22)

BROKER RS RGENT

Section 15. (Page 8, Lines 10-22)
Sect ion 15. (Page 8, Lines 27-29, Page  9, Line 1)
Sect ion 16. (Page 9, Lines 2-14)

PRODUCER FINRNCIRL /  FIDUC1RBV ACCOUNTS

Section 19. (Page 9, Lines 27-29; Page  10, L ines 1 -9)
Sect ion 20. (Page 10, Lines 110-21)
Section 21. (Page 10, Lines 22-29; Page 11, L ines 1-10)

ALIEN TRUST DEPOSITS

Sect ion 50. (Page 15, Lines 8-29; Page 16, L ines 1-12)
Section 48. (Page 31, Lines 12-13)

COMMERCIAL CANCELLATION

Section 51. (Page 16, Lines 13-24)
Section 52. (Page 16, Lines 25-29; Page  17, Lines 1-2)
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Section 33. (Page 17, Lines 3-21)
Sect ion 34. (Page 17, Lines 22-29; Page  18, Lines 1-9)
Section 35. (Page 18, Lines 10-29; Page  19, Lines 1-29;
Sect ion 56. (Page 20, Lines 3-24)
Section 57. (Page 20, Lines 25-29; Page  21, L ines 1-15) 
Section 38. (Page 21, Lines 16-25)
Sect ion 40, (Page 22, Lines 13-19)
Section 41. (Page 22, Lines 20-29; Page  23, Lines 1-29;
Section 46. (Page 31, Lines 5-8)

PRO BflTfl ON CBNCELLBTIONS

Section 39. (Page 21, Lines 26-29; Page  22, Lines 1-12)
Section 47. (Page 31, Lines 9-11)

NURSE COUERAGE

Section 43. (Page 24, Lines 26-29; Page  25, Lines 1-29;
Pege  26, Lines 1-29; Page  27, L ines 1-18)

RELOCATION OF DEFINITIONS

Section 44. (Page 27, Lines 19-29; Page 28, Lines 1-29;
Page  29, L ines 1-29; Page  30, Lines 1-20)

Section 45, (Page 30, Lines 21-29; Page  31, Lines 1-4)
Section 46. (Page 31, Lines 5-8)

ELIMINATION OF DOMESTIC TRH EKEMPTION 

Section 46. (Page 31, Lines 5-8)

REMOLIRL OF OBSOLETE OR DUPLICRTIUE PROUISIONS 

Sect ion 46. (Page 31, Lines 5-8)
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S U B J E C T :  D o m e s t i c  i n s u r e r  t a x  e x e m p t i o n
(HB 230)

TO: R e p r e s e n t a t i v e  D a v e  D o n l e y

[■j i ® 1D»1 g
APR  1 6 1987

 o n l e y
j / j  /  Robertson. Monagle & Eastaugh, P.C.

FROM: M i c h a e l  F F o r d / ^ * ^  * Juneau, Alaska
L e g i s l a t i v e  C o u n s e l

Y o u  h a v e ^ a s k e d  w h e t h e r  the d o m e s t i c  i n s u r e r  tax e x e m p t i o n  
u n d e r  <^S 21 . 09. 210 (cT ^ l s a c o n s t i t u t i o n a l l y  v a l i d  e x e r c i s e  
of the s t a t e ' s ' H E a X l n g a u t h o r i t y . In l i g h t  o f  the lat e s t  
U.S. S u p r e m e  C o u r t  d e c i s i o n  s t r i k i n g  d o w n  a s tate l a w  that 
i m p o s e d  a d i f f e r e n t  r a t e  of  tax o n  f o r e i g n  i n s u rers, this 
f o r m  of  e x e m p t i o n  w o u l d  a p p e a r  to b e  e q u a l l y def e c t i v e .  In
M e t r o p o l i t a n  L i f e  I n s u r a n c e  C o m p a n y  v. Warflq— 4'7TT~U.S.____ , 84
L . E d  2d 751 (1985), the c o u r t  h e l d  t h a t  n e i t h e r  the p r o­
m o t i o n  o f  d o m e s c i c  b u s i n e s s  w i t h i n  a s t a t e  n o r  the e n c o u r­
ag e m e n t  o f  c a p i t a l  i n v e s t m e n t  a r e  l e g i t i m a t e  r e a s o n s  that 
w o u l d  p e r m i t  d i s c r i m i n a t i o n  a g a i n s t  f o r e i g n  c o r p o r a t i o n s ,  in 
l i ght of  the e q u a l  p r o t e c t i o n  c l a u s e .  T h e  c o u r t  a l s o  n o t e d  
that this type of d i s c r i m i n a t i o n  w o u l d  a l s o  be p r o h i b i t e d  
u n d e r  the c o m m e r c e  c l a use. See B a c c h u s  Im p o r t s ,  Ltd. v.
D i a s , 468 U . S .   , 82 L  E d  2d 2 0 0 ( 1 9 8 4 )  . T h e  e x e m p t i o n  con-
t a i n e d  in A S  2 1 . 0 9 . 2 1 0(c) c r e a t e s  a n  i m p e r m i s s i b l e  d i s­
c r i m i n a t i o n  b e t w e e n  f o r e i g n  a n d  d o m e s t i c  insurers.

T h e  p r e s e n t  l a n g u a g e  o f  sec. 2 i n  HB  230 t h a t  limits the 
e x e m p t i o n  to c o r p o r a t i o n s  o r g a n i z e d  b e f o r e  J u l y  1, 1987 a n d  
m a y  e l i m i n a t e  this i s s u e  as a p r a c t i c a l  m a t t e r .  T o  a v o i d  
a n y  p o s s i b i l i t y  of l i t i g a t i o n ,  the e x e m p t i o n  s h o u l d  p r o b a b l y  
be r e p e a l e d  r a t h e r  t h a n  limited.
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Page I, 'after line 8:

Insert a n e w  bi l l  s e c t i o n  to read:

"* S e c t i o n  1. AS 2 1 . 0 9 . 2 1 1 ( c )  is a m e n d e d  to read:

0  * (c) A  d o m e s t i c  c o m p a n y  o r 2 an i z e d  b e f o r e  J u l y  1 , 1 9 8 7 , is exempt

r r o m  t a x a t i o n  u n d e r  this s e c t i o n  for a p e r i o d  of five v e ars f r o m  the

date of its o r g a n i z a t i o n . "  —  ^v,,#

Page 1, line 9:

^  D e l e t e  " S e c t i o n  1"

Insert "Sec. 2"

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

Page 31 , lines 5 - 6:

D e l e t e  "AS 2 1 . 0 9 . 2 1 0 ( c ) ;"

Page 31, line 9: 

D e l e t e  "29" 

Insert "30" 

D e l e t e  "31 - 46" 

Insert "32 - 47"
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i

I O r i g i n a l  sponsors: Navarre, Swackhamir.er
and Sund

IN THE H O U S E  BY THE RULES C O M M I T T E E

CS F O R  H O U S E  B I L L  NO. 46 (Rules)

IN T H E  L E G I S L A T U R E  OF  THE S TATE OF A L A S K A  

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

A  BILL

For an A c t  entitled: "An A c t  r e l a t i n g  to r e g u l a tion of insurance; and

p r o v i d i n g  for an e f f e c t i v e  date."

BE IT E N A C T E D  BY THE L E G I S L A T U R E  O F  T H E  S T ATE OF ALASKA:

* S e c t i o n  1. AS 2 1 . 0 9 . 2 5 0  is a m e n d e d  to read:

Sec. 21.09.250. P R O H I B I T E D  ACTS. A n  i n s u r e r  doing b u s i n e s s  in 

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

p l a c e d  in this s t a t e  a policy, d u p l i c a t e  p o l i c y  or co n t r a c t  of i n s u r­

ance of any k i n d  or character, or g e n e r a l  or f l o a t i n g  p o l i c y  u p o n  

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

or t h r o u g h  a broker, agent, g e n e r a l  agent, surplus line b r o k e r ^  or 

p e r s o n  w h o  has n o t  s e c u r e d  a l i c ense in this state. A n  i n s u r e r  m a y  

not p a y  a c o m m i s s i o n  or any f o r m  of r e m u n e r a t i o n  to a person, f i r m ^  or 

o r g a n i z a t i o n  for the w r i t i n g  or p l a c i n g  of i n s u r a n c e  c o v e r a g e  in this 

state u n l e s s  that person, f i r m ^  or o r g a n i z a t i o n  h o lds a l i c ense issued 

by the director.

* Sec. 2. AS 2 1 . 0 9 . 2 8 0  is a m e n d e d  to read:

Sec. 2 1 . 09.280. G E N E R A L  A G E N T S  [AND M A N A G E R S ] .  (a) A n  i n s urer 

a p p o i n t i n g  a p e r s o n  as its g e n e r a l  a g ent [OR MANAGER] to r e p r e s e n t  it 

in this state shall fi l e  n o t i c e  of the a p p o i n t m e n t  w i t h  the d i r e c t o r  

on forms p r e s c r i b e d  and f u r n i s h e d  by the director.

(b) A  g e n e r a l  a g e n t  [OR MANAGER] has the authority, c o n s i s t e n t  

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

agent, r e s i d e n t  or n o n r e s i d e n t ,  q u a l i f i e d  in AS 21.27.090, l i c e n s e d  as 

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

-1- CSHB 4 6 (RIs)
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in AS 2 1 . 2 7 , m a y  e x e r c i s e  the powers c o n f e r r e d  b y  this title up o n  

agents l i c e n s e d  for the k i n d s  of i n s u r a n c e  that the g e n e r a l  a g e n t  is 

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

(c) The [EXCEPT AS P R O V I D E D  U N D E R  AS 21.27.500, THE] a p p o i n t m e n t  

of a r e s i d e n t  or n o n r e s i d e n t  g e n e r a l  agent is not e f f e c t i v e  unless the 

p e r s o n  a p p o i n t e d  is l i c e n s e d  as the gene r a l  a gent of the i n s u r e r  by 

the d i r e c t o r  u p o n  a p p l i c a t i o n  and p a y m e n t  of a fee set u n d e r  AS 21.- 

06.250.

(d) E v e r y  l i c ense is subject to the p a y m e n t  of an an n u a l  fee set 

u n d e r  AS 2 1 . 0 6 . 2 5 0  and p a y a b l e  on or b e f o r e  [EXPIRES AT] the c l ose of 

b u s i n e s s  on  the 30th day of J u n e  of ea c h  year [FOLLOWING T H E  D A T E  OF 

ISSUE, A N D  M A Y  BE R E N E W E D  F O R  A N  A D D I T I O N A L  Y E A R  UP O N  A P P L I C A T I O N  AND 

P A Y M E N T  OF  THE FEE].

(e) The d i r e c t o r  m a y  deny, suspend, or r e v o k e  a license for any 

cause s p e c i f i e d  in AS 2 1 . 2 7 . 4 1 0  in the m a n n e r  p r o v i d e d  in AS 2 1 . 27.- 

420.

Sec. 3. A S  2 1 . 0 9 . 2 8 0  is a m e n d e d  by  a d d i n g  n e w  s u b s e c t i o n s  to read:

(f) P e r s o n s  e m p l o y e d  on sa l a r y  by an insurer, i n c l u d i n g  o f f i c e r s  

and s a l a r i e d  e m p l o y e e s  p e r f o r m i n g  the same services as g e n e r a l  agents,

are c o n s i d e r e d  to be s e r v i c e  r e p r e s e n t a t i v e s  and are not r e q u i r e d  to

be licensed.

(g) For p u r p o s e s  of this section, a person, firm, or c o r p o r a t i o n  

that perfc'-ms m a n a g e m e n t  se r v i c e s  for an i n s urer is not c o n s i d e r e d  a 

g e n e r a l  agent if

(1) the person, firm, or c o r p o r a t i o n  is a w h o l l y - o w n e d

s u b s i d i a r y  of the insurer;

(2) the person, firm, or c o r p o r a t i o n  w h o l l y  owns the i n s u r­

er ; or

(3) the person, firm, or c o r p o r a t i o n  is a w h o l l y - o w n e d

4 6 ( R I s ) -2-



s u b s i d i a r y  of the insur a n c e  h o l d i n g  c o m p a n y  that owns or con t r o l s  the 

i n s u r e r .

Sec. 4. AS 2 1 . 2 7 . 0 2 0  is a m e n d e d  to read:

Sec. 21.27.020. G E N E R A L  Q U A L I F I C A T I O N S  F O R  LICENSE. For the

p r o t e c t i o n  of the pe o p l e  of this state, the d i r e c t o r  m a y  not issue [CR 

RENEW] a license except in c o m p l i a n c e  w i t h  this c h a p t e r  [, OR] to a 

p e r s o n , or to be e x e r c i s e d  by [,] a p e r s o n ^  f o u n d  by  the d i r e c t o r  to ! 

be u n t r u s t w o r t h y ,  incompetent, or w h o  has not e s t a b l i s h e d  to the 

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

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

Sec. 5 t AS 21.27.030(a) is a m e n d e d  to read:

(a) The d i r e c t o r  m a y  not g rant an agent, solicitor, or b r o k e r  

license to a p e r s o n  if the d i r e c t o r  has r e a s o n a b l e  c a u s e  to b e l i e v e  

that

[(1) D U R I N G  E I T H E R  OF THE T W O  C A L E N D A R  Y E A R S  I M M E D I A T E L Y  

P R E C E D I N G  THE R E Q U E S T  F O R  R E N E W A L  OF THE L I C E N S E  THE A G G R E G A T E  A M O U N T  

O F  C O M M I S S I O N S  R E P R E S E N T E D  BY THE C O N T R O L L E D  B U S I N E S S  P R O C U R E D  BY OR 

T H R O U G H  THE L I C E N S E E  E X C E E D E D  T H E  A G G R E G A T E  A M O U N T  O F  C O M M I S S I O N S

R E P R E S E N T E D  BY A L L  O T H E R  I N S U R A N C E  B U S I N E S S  P R O C U R E D  BY O R  T H R O U G H  THE 

LICENSEE; O R

(2)] the c i r c u m s t a n c e s  of the a p p l i c a n t  for the license [OR

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

LIEVE] that d u r i n g  the 1 2-month p e r i o d  i m m e d i a t e l y  f o l l o w i n g  i s suance 

[OR RENEWAL] of the license, if is s u e d  [OR. R ENEWED] , the a g g r e g a t e  

amount of c o m m i s s i o n s  to be r e p r e s e n t e d  by the c o n t r o l l e d  b u s i n e s s  

w o u l d  ex c e e d  the a g g r e g a t e  amount of c o m m i s s i o n s  to be r e p r e s e n t e d  by 

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

cant [OR L I C E N S E E ] .

Sec. 6. AS 2 1 . 2 7 . 0 3 0  is a m e n d e d  by a d d i n g  a n e w  s u b s e c t i o n  to read:

-3- CS H B  4 6 ( R I s )
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(d) The d i r e c t o r  m a y  r e v o k e  an asent, solicitor, or b r o k e r
i

l i c e n s e  if the d i r e c t o r  has r e a s o n a b l e  cause to b e l i e v e  that d u r i n g  j

1
e i t h e r  of the two p r e c e d i n g  c a l e n d a r  y e a r s  the a g g r e g a t e  amount of 

co m m i s s i o n s  r e p r e s e n t e d  b y  the c o n t r o l l e d  b u s i n e s s  p r o c u r e d  b v  or 

t h r o u g h  the l i c e n s e e  e x c e e d e d  the a g g r e g a t e  amount of c o m m i s s i o n s  

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

l i c e n s e e .

I
" Sec. 7. AS 2 i . 2 7 . 0 6 0  is a m e n d e d  to read: I

Sec. 2 1 . 2 7.060. E X A M I N A T I O N  OF A P P L I C A N T S .  (a) E a c h  a p p l i c a n t  !
i
i

for an i n d i v i d u a l  l i c e n s e  as agent, broker, solicitor, or a d j u s t e r  i 

shall, b e f o r e  the i s s u a n c e  of the license, p e r s o n a l l y  take and p a s s ^  

to the s a t i s f a c t i o n  of the d i r e c t o r ^  an e x a m i n a t i o n  g i v e n  by the 

d i r e c t o r  as a test of the q u a l i f i c a t i o n s  and c o m p e t e n c e  of the a p p l i­

cant. This r e q u i r e m e n t  does not a p p l y  to

(1) a p p l i c a n t s  for l i m i t e d  licenses, as travel i n s u r a n c e  

agents oiily, u n d e r  AS 21.27.1 50, or, at the d i s c r e t i o n  of the d i r e c­

tor, to a p p l i c a n t s  for lic e n s e s  as d i s a b i l i t y  i n s u r a n c e  agents for the 

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

ation;

(2) a p p l i c a n t s  w h o  at any time w i t h i n  the f i v e - y e a r  p e r i o d  

i m m e d i a t e l y  p r e c e d i n g  the date of a p p l i c a t i o n  have b e e n  l i c e n s e d  in 

this state u n d e r  a l i c ense r e q u i r i n g  q u a l i f i c a t i o n s  r e q u i r e d  by the 

l i c e n s e  a p p l i e d  for and w h o  are c o n s i d e r e d  by the d i r e c t o r  to be f u lly 

q u a l i f i e d  and c o m petent;

(3) a p p l i c a n t s  for license as n o n r e s i d e n t  a g e n t  or as 

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

their state or p r o v i n c e  of r e s i d e n c e  and w h o  are c o n s i d e r e d  bv the 

d i r e c t o r  to be fully q u a l i f i e d  and competent;

4) a p p l i c a n t s  tor an agent or s o l i c i t o r  license c overins 

CSKE - 6 (RIs) -4-
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che same kinds of i n s u r a n c e  as an agent's or s o l i c i c o r ' s  license Chen 

h e l d  by them.

(b) The d i r e c t o r  m a y  at any time r e q u i r e  an i n d i v i d u a l  [A] 

l i c e n s e d  as an agent, broker, solicitor, or a d j u s t e r  to take and 

s u c c e s s f u l l y  pass an e x a m i n a t i o n  testing c o m p e t e n c e  and q u a l i f i c a t i o n s  

as a c o n d i t i o n  to the c o n t i n u a n c e  [OR RENEWAL] of the l i c e n s e  if the

licensee has b e e n  g u i l t y  of v i o l a t i o n  of this title, or has so c o n­

duc t e d  affairs u n d e r  the license as to cause the d i r e c t o r  r e a s o n a b l y  j 

to de s i r e  f u r t h e r  e v i d e n c e  of the q u a l i f i c a t i o n s  of the licensee.

* Sec. 8. AS 2 1 . 2 7 .090(a) is a m e n d e d  to read:

(a) To q u a l i f y  for an i n d i v i d u a l  a g e n t  or b r o k e r  license an

a p p l i c a n t  shall c o m p l y  w i t h  this title and

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

(2) if for a r e s i d e n t  a g e nt's or b r o k e r ' s  license, b e  a 

b o n a  fide r e s i d e n t  b e f o r e  i s s u a n c e  of l i c ense [ , ] and a c t u a l l y  reside 

in the state [RESIDING IN ALASKA, O R  IF A  CORPORATION, BE O T H E R  T H A N

AN  I N S U R E R  A N D  M A I N T A I N  A  L A W F U L L Y  E S T A B L I S H E D  P LACE OF B U S I N E S S  IN

THIS STATE, E X C E P T  AS P R O V I D E D  IN AS 21.27,270];

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

BE. U N D E R  ITS M E M 3 E R S 1 AGR E E M E N T ,  IF A  FIRM, O R  BY ITS A R T I C L E S  OF

I N C O R P O R A T I O N , IF A  C O R P O RATION;

(4)] s u c c e s s f u l l y  pass any e x a m i n a t i o n  r e q u i r e d  u n d e r

AS 21.27.060;

(l ) [(5)] be a t r u s t w o r t h y  person;

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

the p u r p o s e  p r i n c i p a l l y  of w r i t i n g  c o n t r o l l e d  business, as d e f i n e d  in 

AS 21.27.030;

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

agent by one or mo r e  a u t h o r i z e d  insurers, s u b j e c t  to iss u a n c e  of the

-5- C S H B  1 6 (RIs)
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l i c e n s e , ex c e p t  chat an i n d i v i d u a l  ac t i n g  on b e h a l f  of a firm is net 

r e q u i r e d  Co have an a p p o i n t m e n t  as an agent: for that a c t i v i t y ;

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

as an agent, s o l icitor, adjuster, g e n e r a l  agent, broker, or as an 

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

tion or t r a i n i n g  of s u f f i c i e n t  d u r a t i o n  and ex t e n t  r e a s o n a b l y  to

s a t i s f y  the d i r e c t o r  that the a p p l i c a n t  p o s s e s s e s  the c o m p e t e n c e  j 

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

* Sec. 9. AS 2 1 . 2 7 . 0 9 0  is a m e n d e d  by a d d i n g  a n e w  s u b s e c t i o n  to read:

(c) To q u a l i f y  for a fi r m  agent or b r o k e r  license an a p p l i c a n t  j 

shall c o m p l y  w i t h  this title and

(1) c o m p l y  w i t h  (a)(4) and (5) of this section;
j

(2) if a cor p o r a t i o n ,  m a i n t a i n  a l a wfully e s t a b l i s h e d  p l a c e  j
I

of b u s i n e s s  in this state, except as p r o v i d e d  in AS 21.27.270.

* Sec. 10. AS 2 1 . 2 7 . 1 3 0  is a m e n d e d  to read:

Sec. 21.27.130. C O N T E N T  OF AGENT, BROKER, S O L I C I T O R  LICENSES. 

Agent, solicitor, a n d  b r o k e r  licenses m u s t  [SHALL] be in the f o r m  the 

d i r e c t o r  p r e s c r i b e s ,  a n d  m u s t  [SHALL] set out

(1) the n a m e  a n d  a d d r e s s  of the licensee, or if the l i c­

ensee is r e q u i r e d  to ha v e  a p l a c e  of business, the addr e s s  of the 

p l a c e  of business;

(2) if the a gent or b r o k e r  is a firm [OR C O R P O R A T I O N ] , the 

n a m e  of the p r i n c i p a l  or m a n a g e r  of the firm h o l d i n g  an i n d i v i d u a l  

li c ense as r e q u i r e d  bv  AS 21.27.140 [EACH I N D I V I D U A L  A U T H O R I Z E D  TO 

E X E R C I S E  THE P O W E R S  C O N F E R R E D  BY THE LICEN S E ] ;

(3) the k i n d  or kinds of i n s u r a n c e  the licensee is [ T H E R E­

BY] l i c e n s e d  to handle;

(4) if a s o l i c i t o r ' s  license, the name and address of the

a g e n t  or bro k e r  r e p r e s e n t e d  by the solicitor;

CSHB 46(Rls) -6-



(5) the c o n d i t i o n  u n d e r  w h i c h  the l i c ense is granted;

(6) the date o f  i s s u a n c e  [AMD DATE O F  E X P I R A T I O N ]  of the

l i c e n s e .

Sec. 11. AS 2 1 . 2 7 . 1 4 0  is a m e n d e d  to read:

Sec. 21.27.140. L I C E N S E S  TO F I RMS [AND C O R P O R A T I O N S ] .  A firm 

shall have a f i r m  l i c e n s e  of the same de g r e e  as each individual l i­

censee a c t i n g  on b e h a l f  of the firm. A  fi r m  [OR CORPORATION] m a y  not

be l i c e n s e d  as an adjus t e r , a g e n t ^  or b r o k e r  un l e s s  e a c h  i n d i v i d u a l  

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

b e h a l f  of the f i r m  is l i c e n s e d  as an individual, and the p r i n c i p a l  or

m a n a g e r  of the fi r m  is l i c e n s e d  as an i n d i v i d u a l  to e x e r c i s e  all the 

powers c o n f e r r e d  by the firm's license. If the li c e n s e e  knows of and 

consents t'o an act or r e p r e s e n t a t i o n  on b e h a l f  of the f i r m  bv an 

i n d i v i d u a l  who is not l i c e n s e d  as r e q u i r e d  bv this chanter, that act 

or r e p r e s e n t a t i o n  [TO BE E M P O W E R E D  A N D  D E S I G N A T E D  IN T H E  L I C E N S E  TO 

E X E R C I S E  T H E  P O W E R S  C O N F E R R E D  BY T H E  L I C E N S E  IS Q U A L I F I E D  AS T H O U G H  

T HE I N D I V I D U A L  W E R E  T H E  SOLE I N D I V I D U A L  TO BE SO E M P O W E R E D , E X C E P T  

T H A T  A F I R M  O R  C O R P O R A T I O N  L I C E N S E D  F O R  A L L  L I N E S  1-LAY E M P O W E R  AND 

D E S I G N A T E  A N Y  INDIVIDUAL, ■ O T H E R  T H A N  T H E  P R I N C I P A L  OP. M A NAGER, L I ­

CENSE D  FOR O N L Y  P R O P E R T Y - C A S U A L T Y  O R  L I F E - D I S A B I L I T Y  TO E X E R C I S E  THE 

P OWERS C O N F E R R E D  BY T H E  L I C E N S E  TO T H E  E X T E N T  T H A T  I N D I V I D U A L  IS 

Q U A L I F I E D  TO ACT. E X E R C I S E  O R  A T T E M P T ! D  E X E R C I S E  OF THE POWERS BY AN 

I N D I V I D U A L  NOT SO D E S I G N A T E D ,  W I T H  THE K N O W L E D G E  OR C O N S E N T  OF THE 

L ICENSEE,] is cause fcr the r e v o c a t i o n  or s u s p e n s i o n  cf the firm 

l i c e n s e .

Sec. 12. AS 2 1 . 2 7.170(b) is a m e n d e d  to read:

(b) The d i r e c t o r  s hall issue to the a g e n t  a special v e n d i n g  

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

soecifv the name and a d d r e s s  of the i n s u r e r  and agent, the n a m e  of the
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p o l i c y  no be sold, the serial n u m b e r  of the machine, arc the place

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

su b j e c t  to [ANNUAL C O N T I N U A T I O N ,  TO E X P I R A T I O N , ]  s u s p e n s i o n  or r e v o c a­

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

re v o k e  the license on a m a c h i n e  if the d i r e c t o r  finds that the c o n d i­

tions u p o n  w h i c h  the m a c h i n e  was licensed, u n d e r  [AS R E F E R R E D  TO IN] 

(a) of this section, no longer exist. P r o o f  of the e x i s t e n c e  of a 

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

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

* Sec. 13. AS 21.27.190(a) is a m e n d e d  to read:

(a) E a c h  a p p l i c a n t  for a b r o k e r  license [OR FOR THE R E N E W A L  O F  A 

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

tion [OR R E Q U E S T  F O R  RENEWAL] and s h all a fter that [THEREAFTER] m a i n­

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

state, e x e c u t e d  by an a u t h o r i z e d  c o r p o r a t e  s u r e t y  a p p r o v e d  by the 

director, in the amount of S 10.000 [55,000], The b o n d  m a y  be c o n t i n u­

ous in form, a n d  total a g g r e g a t e  l i a b i l i t y  on the bond m a y  be l i m i t e d  

to the p a y m e n t  of 510.000 [55,000]. The b o n d  m u s t  [SHALL] be c o n t i n­

gent on the a c c o u n t i n g  by the b r o k e r ^  to c [ANY] p e r s o n  r e a u e s t i n g  the 

b r o k e r  to o b t a i n  i n s u r a n c e  or to a p e r s o n  from w h o m  the b r o k e r  o b t a i n s 

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

i n s u r a n c e  [T H E a E W I T H ].

- Sec. 14. AS 2 1 . 2 7.190 is a m e n d e d  by  a d d i n g  a n e w  s u b s e c t i o n  to read:

(c) A n  i n d i v i d u a l  w h o  acts on b e h a l f  of a firm that files and

m a i n t a i n s  in force the b o n d  d e s c r i b e d  in (a) of this s e c t i o n  is ex e m t t

from the r e c u i r e m e n t s  of (a) of this section.

(a) A b r o k e r  is not an a gent or o t h e r  r e p r e s e n t a t i v e

insurer and does net ha v e  p o w e r  as a b r o k e r  to bi n d  the 

CSHB - 6 (RIs) -C-
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r e g a r d i n g  a ri s k  or an i n s u r a n c e  contract.
i

Sec. 16. AS 21.27.200 is a m e n d e d  b v  a d c i n t  n e w  s u b s e c t i o n s  to read:
i

(c) In d e t e r m i n i n g  an insur e d ' s  e n t i t l e m e n t  to c o v e r a g e  or

i
r e t u r n  premium, a p r e m i u m  p a y m e n t  m a d e  to a b r o k e r  shall be c o n s i d e r e d  j 

r e c e i v e d  by the insurer if

i

(1) the p a y m e n t  was, at the time it was made, d e s i g n a t e d  

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

(2) the i n s urer a c c e p t e d  or a c k n o w l e d g e d  c o v e r a g e  by issu- 

ing a policy, binder, or o t h e r  con t r a c t  for t e m p o r a r y  insurance.

(d) A  b r o k e r  m a y  not k n o w i n g l y  a c c e n t  p a y m e n t  for c o v e r a g e  u n t i l  I
w i

c o v e r a g e  is a u t h o r i z e d  by an insurer.

(e) Except as p r o v i d e d  u n d e r  (c) of this section, this s e c t i o n  

is not i n t e n d e d  to alter the c o m m o n  law of a g e n c y  as a p p l i e d  to t r a n s­

actions u n d e r  this title.

Sec. 17. AS 21.27.240(a) is a m e n d e d  to read:

(a) An aaent or b r o k e r  w h o  e m o lovs a s o l i c i t o r  shall o a v  the
— *

j
[THE] fee for issuance or annual fee for c o n t i n u a t i o n  [RENEWAL] of  a

j
s o l i c i t o r  license [S H ALL BE PA I D  BY T H E  A G E N T  OR  B R O K E R  BY W H O M  T H E  ;

I

S O L I C I T O R  IS E M P L O Y E D ].
1

Sec. 18. AS 21.27.300 is a m e n d e d  to read:
i|

Sec. 21.27.300. C O N T E N T S  OF L I CENSE. The d i r e c t o r  s h all pre- j

s cribe the form of a d j u s t e r  license, w h i c h  m u s t  c o n t a i n

j
(1) the name and bu s i n e s s  a d d ress of the adjuster:

(2) date of i s s u a n c e  [AND D A T E  OF E X P I R A T I O N ]  of the li- ,

c e n s e ;
i

(3) o ther sta t e m e n t s  p r o p e r  to the p u r p o s e s  of the license. ! 

Sec. 19. AS 21.27 . 3 5 0  is a m e n d e d  bv a c d i n a  a n e w  s u b s e c t i o n  to read:
i)

(c) In a d d i t i o n  to the r e c o r d  r e q u i r e d  u n der (a) of this sec- !

ticn, each agent or b r o k e r  shall have ar.c m a i n t a i n  at the a g e n t ' s  cr ;

-9- CSHB 16 (RIs '•



b r o k e r ' s  p r i n c i p a l  place of bus i n e s s  c u r r e n t  a c c o u n t i n g  and f i n a n c i a l  

2 i re c ords m a i n t a i n e d  in a c c o r d a n c e  w i t h  g e n e r a l l y  a c c e p t e d  a c c o u n t i n g

T _
I p r inciples. The d i r e c t o r  m a y  r e q u e s t  s u m m a r y  or d e t a i l e d  copies for

e x a m i n a t i o n  by the division. R e c o r d s  e x a m i n e d  u n d e r  this s u b s e c t i o n  

are c o n f i d e n t i a l  w h e n  in the p o s s e s s i o n  of the division, but rr.av be 

us e d  by  the d i r e c t o r  in a p r o c e e d i n g  a g a i n s t  the licensee. Fcr p u r­

poses of this subsection, the r e c ords of a firm shall be c o n s i d e r e d  

the r e c ords of an i n d i v i d u a l  agent or b r o k e r  act i n g  on b e h a l f  of the 

firm.

* Sec. 20. AS 21.27.360(b) is a m e n d e d  to read:

(b) Ail funds, except those m a d e  p a y a b l e  to the insurer, r e p r e­

senting p r e m i u m s  or r e t u r n  p r e m i u m s  r e c e i v e d  by an a g ent or broker, 

shall be r e c e i v e d  in the f i d u c i a r y  a c c o u n t  of the agent or broker, and 

shall be d e p o s i t e d  in a b a n k  a c c ount or d e p o s i t o r y  s e parate fr o m  any 

other a c c o u n t  or depository, and shall be p r o m p t l y  a c c o u n t e d  for and 

raid to the insured, insurer, or agent e n t i t l e d  to the funds. Fcr
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c urooses of this subsection, the f i d u c i a r y  a c c o u n t  of the f i r m  shall

IS' r-
be c o n s i d e r e d  the r i d u c i a r v  a c c o u n t  or an i n d i v i d u a l  a g ent or b r o k e r  ;

acting on b e h a l f  of the firm. Funds d e p o s i t e d  into a f i d u c i a r y  a c­

count m a y  not be c o m m i n g l e d  cr o t h e r w i s e  c o m b i n e d  wi t h  e t h e r  funds, 

exceot as a l l o w e d  u n der (a) of this section.

Sec. 21. AS 21.27.360 is amended by add i n g  n e w  s u b s e c t i o n s  to read:

(d) An  a g e n t  or b r o k e r  m a y  c o m m i n g l e  w i t h  p r e m i u m  funds, a d d i­

tional funds for the p u r p o s e  of a d v a n c i n g  premiums, establishing 

r e serves fcr the p a y m e n t  of r e t u r n  premiums, or r eserves fcr receiving 

and t r a n s m i t t i n g  p r e m i u m  cr r e t u r n  p r e m i u m  f u n d s . Funds c o l l e c t e d  fc: 

the p a y m e n t  of p r e m i u m  taxes, p o l i c y  or filing fees, late naymer.t

’’S . . . . . .  . *
cnarges , anc. interest rrom t i c u c i a r v  tunes or, deoosit, m a v  be com- j

-a
m i n g l e d  in a f i d u c i a r y  account, but s hall be s e o a r a t e l v  a c c o u n t e d  f:



1

2

3

4

5

6

7

3

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

and p e r i o d i c a l l y  r e m o v e d  from the f i d u c i a r y  account. '

(e) An agent or b r o k e r  m a y  not treat funds r e q u i r e d  to be in a

f i d u c i a r y  a c c ount as a p e r s o n a l  asset, as c o l l a t e r a l  for a p e r s o n a l  or i
I

bu s i n e s s  loan, or as a p e r s o n a l  asset or income on a f i n a n c i a l  st a t e -  i4
j

m e n t , except that funds in a f i d u c i a r y  a c c o u n t  m a v  be inc l u d e d  in a
:

fi n a n c i a l  s t a t e m e n t  o f  the a g ent cr b r o k e r  if c l e a r l y  i d e n t i f i e d  as 1

f i d u c i a r y  a c c o u n t  assets. I
1

(f) In this section, " f i d u c i a r y  a c c o u n t "  m e ans an a c c o u n t  in i

i
w h i c h  the a g ent or b r o k e r  holds funds as a t r u stee for the insured, ■

i»
insurer, or a g e n t  e n t i t l e d  to the funds. i

!I
Sec. 22. AS 2 1 . 2 7 . 3 8 0  is r e p e a l e d  and r e e n a c t e d  to read:

Sec. 21.27.380. A N N U A L  FEE F O R  LICEN S E S .  (a) An an n u a l  fee set j 

u nder AS 2 1 . 0 6 . 2 5 0  for r e s i d e n t  and n o n r e s i d e n t  agent, solicitor, and j 

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

30th day of June.

(b) A.n a n n u a l  fee set u n d e r  AS 2 1 . 0 6 . 2 5 0  for r e s i d e n t  and n o n­

res id e n t  b r o k e r  l i censes is due on or b e f o r e  the close of b u s i n e s s  on 

the 31st day of December.

(c) An a g e n t  or b r o k e r  shall file the a n n u a l  fee set u n d e r  j 

AS 21.06 . 2 5 0  cr. b e h a l f  o f  a s o l i c i t o r  e m p l o y e d  by the a g e n t  or broker. |

(a) If p a y m e n t  of the an n u a l  license fee is net r e c e i v e d  by the j

i
d i r e c t o r  be f o r e  the due date as r e q u i r e d  u n d e r  this section, the •

licensee shall pay co the d i r e c t o r  and the d i rector s hall collect, in J
I

a d d i t i o n  to the r e g u l a r  fee, a s u r c h a r g e  as e s t a b l i s h e d  by  r e g u l a t i o n  j
t

u n der AS 21.06.250. This s u b s e c t i o n  m a y  not be c o n s i d e r e d  to e x e m p t  a ;

p e r s o n  f r o m  a p e n a l t y  p r o v i d e d  bv law for t r a n s a c t i n g  b u s i n e s s  w i t h o u t  i
‘ “ !

I
a v a l i d  license.

i

Sec. 23. AS 21. 2 7 . 3 9 0 ( a )  is a m e n d e d  to read:

(a) The d i r e c t o r  m a y  a d opt r e g u l a t i o n s  r e g a r d i n g  the i s s u a n c e  of •

-11- CSHB Ac(RIs)
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an a g e n t  or b r o k e r  t e m p o r a r y  license to

(1) the s u r v i v i n g  spouse cr n e x t  of k i n  or to the a d m i n i s­

trator or e x e c u t o r  of a d e c e a s e d  lic e n s e d  agent or broker;

(2) the spouse, next of kin, employee, or legal g uardian cf

a l i c e n s e d  a g ent or b r o k e r  who is d i s a b l e d  b e c ause of sickness, i n s a n­

ity, or injury;

(3) a s u r v i v i n g  m e m b e r ^  [OF A  F I R M  C R  SUR.VIVING] o f f i c e r ^  : 

or e m p l o y e e  of a f i r m  [CORPORATION] lic e n s e d  as agent cr b r o k e r ^  u p o n  

the d e a t h  of the p r i n c i p a l  or m a n a g e r  of the f i r m  h o l d i n g  the same 

licenses as the f i r m  [AN I N D I V I D U A L  D E S I G N A T E D  IN THE F I R M  OR C0 R P 0 -  ;

R A T I O N ' S  L I C E N S E  TO  E X E R C I S E  POWERS THE R E U N D E R ] ;

(4) the d e s i g n e e  of a l i c e n s e d  a g e n t  w h o  enters active 

service in the a r m e d  forces of the U n i t e d  States;

I
(5) a p e r s o n  p r e p a r i n g  for e x a m i n a t i o n  for p e r m a n e n t  li- j  

cense u n d e r  the s u p e r v i s i o n  of an a u t h o r i z e d  insurer.

* Sec. 24. AS 2 1 . 2 7 . 4 1 0 ( a )  is a m e n d e d  to read:
f

(a) The d i r e c t o r  m a y  refuse to issue a l i c e n s e  or m a y  s u s pend or , 

[,] r e v o k e  [, O R  R E F U S E  TO RENEW] a license i s s u e d  u n d e r  this c h a p t e r  : 

or a s u r plus line b r o k e r  ’l i c e n s e , or m a r  refuse to' r e n e w  a surplus i 

line b r o k e r  license, for a cause s p e c i f i e d  in a n o t h e r  [ANY OTHER] 

p r o v i s i o n  cf this title, or for any of the f o l l o w i n g  causes:

(1) for a [ANY] cause for w h i c h  Is s u a n c e  o f  the license 

c o u l d  h a v e  b e e n  r e f u s e d  had it then e x i s t e d  and b e e n  k nown to the ;

i
director: i

(2) if the lic e n s e e  or a p p l i c a n t  w i l f u l l y  v iolates cr j
i

k n o w i n g l y  p a r t i c i p a t e s  in the v i o l a t i o n  of a p r o v i s i o n  of this title,

(3) if the l i c e n s e e  or a p p l i c a n t  has o b t a i n e d  cr a t t e m p t e d  :
i

to o b t a i n  the l i c e n s e  t h r ough w i l f u l  m i s r e o r e s e n t a t i o n  or fraud, cr

has f a i l e d  to pass an [ANY] e x a m i n a t i o n  r e q u i r e d  u n d e r  this chapter;

CSHB -fc(RIs) -12-
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(4) if the l i c e n s e e  or a p p l i c a n t  has m i s a p p r o p r i a t e d  cr j 

c o n v e r t e d  to p e r s o n a l  u s e  cr has i l l e g a l l y  w i t h h e l d  m o n e y  r e q u i r e d  to i
I
j

be h e l d  in a f i d u c i a r y  capacity;

1
(5) if the l i c e n s e e  or a p p l i c a n t  has, w i t h  intent to de- j 

c e i v e , m a t e r i a l l y  m i s r e p r e s e n t e d  the terms or ef f e c t  of an i n s u r a n c e  |

contract; or has e n g a g e d  or is a b out to eng a g e  in a f r a u d u l e n t  trans- j

•
action; i

(6) if the l i c e n s e e  or a p p l i c a n t  has b e e n  g u i l t y  of "twist- j

ing," u n u e r  AS 21.36.050, or of rebating, u n d e r  AS 21.36.100;

{
(7) if the l i c e n s e e  or a p p l i c a n t  has b e e n  con v i c t e d ,  by j

II
final j u d g ment, of a felony;

(S) if in the c o n d u c t  of a f f a i r s  u n d e r  the license, the

licensee e x h i b i t s  c o n d u c t  c o n s i d e r e d  by the d i r e c t o r  to r e f l e c t  incom- i

p e t e n c e , u n t r u s t w o r t h i n e s s ,  or a source of  i n j u r y  and less to the j

p u b l i c ;
i

(9) if the l i c e n s e e  or a p p l i c a n t  has dealt with, or at- J

tempted to deal with, i n s u r a n c e s  or to e x e r c i s e  po w e r s  r e l a t i v e  to j

insurance o u t s i d e  the scope o f  the li c e n s e s  of the l i censee or appli- j
I

cant.

* Sec. 25. AS 21.2 7 . 4 1 0 ( b )  is a m e n d e d  to read:
i

(b) The l i c ense o f  a f i r m  [OR C O R P O R A T I O N ]  m a y  be suspended,

revoked, or r e f u s e d  for any of the ca u s e s  that [WHICH] relate to a j

[ANY] p e r s o n  a c t i n g  on b e h a l f  of the f i r m  [ D E S I G N A T E D  IN THE L I C E N S E  j 

TO E X E R C I S E  ITS POWERS].

* Sec. 26. AS  2 1 . 2 7 . 4 2 0  is a m e n d e d  to read:
j

Sec. 21.27.420. P R O C E D U R E  F O R  S U S P E N D I N G  O R  [,] R E V O K I N G  [CR j 

R E F U S I N G  TO RENEW] A LICENSE. T h e  d i r e c t o r  m a y  s u s p e n d  or [,] rev o k e  ! 

[, OR R E F U S E  TO RENEW] a license
I

•(1) BY O R D E R  G I V E N  TO THE L I C E N S E E  NOT LESS T H A N  15 DAYS !

-13- CSHB 46(RIs)
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BE F O R E  THE E F F E C T I V E  D A T E  O F  THE L I C E N S E , S U B J E C T  TO THE R I G H T  C F  THE 

L I C E N S E E  TO H A V E  A  H E A R I N G  AS P R O V I D E D  IN AS  21 . 0 6 .1 c 0 1 b ) ; P E N D I N G  A

H E A R I N G  T H E  L I C E N S E  S H A L L  BE SUSPENDED; OR

(2)] b y  an o r d e r  on 'nearing made as p r o v i d e d  in AS 21.0 6 , -  

220 e f f e c t i v e  10 days a f t e r  the date of the giving of the order, . 

subj e c t  to the r i g h t  of the lic e n s e e  to a p p e a l  to the s u p e r i o r  court 

as p r o v i d e d  in AS 21.06.230.

* Sec. 27. AS 2 1 . 2 7 . 4 4 0  is a m e n d e d  to read:

Sec. 2 1 . 27.440. C I V I L  P E N A L T I E S  K A Y  BE I M P O S E D . A f t e r  h e a r i n g  

and in a d d i t i o n  to or in li e u  of the s u s p e n s i o n  or [,] r e v o c a t i o n  of 

[, OR. R E F U S A L  TO RENEW] a license, the d i r e c t o r  m a y  levy a civil 

p e n a l t y  u p o n  the l i c e n s e e  n o t  to e x c e e d  S2,50G. The o r d e r  l e v y i n g  the

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

p e n a l t y  shall be f u l l y  p a i d . The [, WHICH] p e r i o d  m a y  not be less 

than 15 or m o r e  th a n  30 days a f t e r  [FROM] the date of the order. U p o n  

f a i l u r e  to p a y  the c i v i l  p e n a i t 3/ w h e n  due. the d i r e c t o r  s h all r e v o k e  

the licenses of the l i c e n s e e  if not a l r e a d y  revoked. A  [THE] civil 

p e n a l t y  c o l l e c t e d  [SHALL BE PAID] by the d i r e c t o r  shall be r a i d  to the 

c o m m i s s i o n e r  of r e v e n u e  for d e p o s i t  in the g e n e r a l  fund.
i

* Sec. 28. AS 2 1 . 2 7 . 4 5 0  is a m e n d e d  to read:
!

Sec. 21. 2 7 . 4 5 0 .  F I N E  IN L I E U  OF A C T I O N  A G A I N S T  T H E  L ICENSE. !

I
U p o n  the h e a r i n g  of an a p p e a l  f r o m  an order s u s p e n d i n g  or_ [,] r e v o k i n g  

[, OR  R E F U S I N G  TO RENEW] a l i c e n s e  issued u n d e r  this chapter, the ; 

ccurt, if it finds that the l i c e n s e e  is gu i l t y  of v i o l a t i o n  of the law ,

I
a nd if it c o n s i d e r s  the s u s p e n s i o n  or [,] r e v o c a t i o n  [, OR R E F U S A L  TO J

i

R E N E W  THE LIC E N S E ]  too se v e r e  a p e n a l t y  under the facts as found, m a y  j 

i n s t e a d  impose a fine of not m o r e  than $2,500. P a y m e n t  of the fine

i
w i t h i n  10 days a f t e r  its i m p o s i t i o n  r e i n s t a t e s  or r e s t o r e s  [SHALL I

   -  ■

R E I NSTATE, RESTORE, OR RENEW] the license.
(

C S H B  4 o u d s )  -14-
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Sec. 29. AS 21.27.460(a) is a m e n d e d  to read:
it

(a) Each l i c e n s e  is s u e d  u n d e r  this chapter, a l t h o u g h  i s s u e d  and
I

d e l i v e r e d  to the licensee agent, broker, s o l i c i t o r ^  or adjus t e r ,  is
i

the p r o p e r t y  of the state. U p o n  the [EXPIRATION,] t e r m i nation, sus-
1

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

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

it to the director 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  mail.
f

Sec. 30. AS 21.3 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  insurer m a y  be eli g i b l e  to p r o v i d e  c o v e r a g e  in
l
J

this state if it q u a l i f i e s  u n d e r  one of the following:

(1) a f o r e i g n  but n o n a l i e n  i n s u r e r  m a ,r o u a l i f v  u n d e r  this 

s u b s e c t i o n  if it has a m i n i m u m  c a p i t a l  and surplus e q u a l  to that .
" i

r e q u i r e d  in its d o m i c i l i a r y  j u r i s d i c t i o n ^  or [,] S I , 5 0 0 ,000 on S e p t e m -  ! 

ber 13, 1934, [AMP] $ 2 , 5T T ,000 on J u n e  20, 1985, [AMD] S 3 , 5 0 0 , 0 0 0  [,J j
i

on J u n e  20, 1986, a n d  $ 5 , 0 0 0 , 0 0 0  on J u n e  20, 1987, w h i c h e v e r  is great- 

e r ; j
I}

(2) an 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 j 

it m e e t s  the m i n i m u m  c a p i t a l  a n d  surplus r e q u i r e m e n t s  in (1) of 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  States an i r r e v o c a b l e  t r ust j
;

fund in either a n a t i o n a l  b a n k  or a m e m b e r  o f  the F e d e r a l  Preserve j 

system, in an am o u n t  n o t  less than SI , 500,000 [THAT Pv.EQUIR.EI AS M I N I -  ! 

M U M  C A P I T A L  AND SURP L U S  IN (1) OF THIS S U B S E CTION], fcr the p r o t e c t i o n  ! 

of all its p o l i c y h o l d e r s  in the U n i t e d  States; the trust fu n d  m u s t

[SHALL] consist of i n s t r u m e n t s  of s u b s t a n t i a l l y  the same c h a r a c t e r  and

q u a l i t y  as those that are e l i g i b l e  i n v e s t m e n t s  for the c a p i t a l  and

s t a t u t o r y  reserves of a d m i t t e d  in s u r e r s  a u t h o r i z e d  to w r i t e  like k i nds 
'

of insur a n c e  in this state or of i r r e v o c a b l e  letters of credit; the ! 

trust fund must [FUNDS SHALL] h a v e  an e x p i r y  dace that at ro time is !

i
less than cave years;

-15- CSHB 4 6 (RIs)
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1 (3) a L l o y d ' s  or o c h e r  s i m i l a r  u n i n c o r p o r a t e d  group of

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

3 not less chan $ 5 0 , 0 0 0 , 0 0 0  as s e c u r i c v  co the full a m o u n t , for a l 1

’
4’ o o l i c v h o l a e r s  and c r e d i t o r s  in the U n i t e d  States, of e a c h  m e m b e r  of
;l

3 the g r o u p ;

5 ;; (4) an " i n s u r a n c e  e x c h a n g e "  c r e a t e d  by the laws of indi-

1 , v i d u a l  states nay q u a l i f y  if it n a i n t a i n s  caoital and surplus, cr the
i;

8 s u b s t a n t i a l  equivalent, of n o t  less than S 1 5 , 0 0 0 , 0 0 0  in the aggregate;

in the e v ent the i n s u r a n c e  e x c h a n g e  does not m a i n t a i n  funds fcr the 

p r o t e c t i o n  of all its o o l i c v h o l d e r s , e a c h  ind i v i d u a l  s v n d i c a t e  s h all

II

9 -

j|
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!

11,1 m e e t  the m i n i m u m  c a p i t a l  and surplus r e q u i r e m e n t s  of i'1) of this
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li
231:
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Sec. 31. AS ‘21. 36.210(a) is a m e n d e d  to read:

(a) A n  insurer m a y  not e x e r c i s e  its right to ca n c e l  a n c l l c v  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] except for the 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  premium; or

(2) the d r i v e r ' s  license cr 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 

ei t h e r  the n a m e d  i n s u r e d  or of an o p e r a t o r  w h o  r e s i d e s  in 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 ured u n d e r  the p o l i c y  has b e e n  u n d e r  s u s p e n s i o n  cr r e v o c a­

tion du r i n g  the 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 , c u r i n r  

its o d i c y  p e r i o d  cr 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

C c u c  •

" 5ec. 32. AS 2 1 .3 6 . 210(d) is a m e n d e d  to read:

(d) This s e c tion does not a p p l y  to

(1) the f a i lure to r e n e w  a oolicv, except as to c o v e r a g e  in
'( ----

force for less than 12 m o n ths:
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the time not i c e  of 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  bv the insurer, 

unless it is a r e n e w a l  p o l i c y .

Sec. 33. AS 21.36.210(f) is a m e n d e d  to read:

(f) An [ N O T W I T H S T A N D I N G  (e) O F  TH I S  SECTION, AN] i n s urer m a y  net

e x e r c i s e  its right to cancel 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  insurance, except for the f p i l o t i n g  r e a s o n s  [THE 

TYPE D E S C R I B E D  IN (e) OF THIS S E C T I O N  IF ONE OF THE F O L L O W I N G  C O N­

DITIO N S  OR  C I R C U M S T A N C E S  ARISES]:

(1) n o n p a y m e n t  of premiums, i n c l u d i n g  n o n p a y m e n t  of  a d d i­

tional premiums, 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  the c u r r e n t  r a t i n g

m a n u a l  of the insurer, j u s t i f i e d  by  a p h y s i c a l  change in the i n s u r e d  

p r o p e r t y  or a ch a n g e  in its occupanc27 or use;

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

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

(3) d i s c o v e r y  of 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 the insured or a r e p r e s e n t a t i v e  of 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  ur by the i n s ured in p u r s u i n g  a c l a i m  u n d e r  the policy;

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

i n s u r e d  that s u b s t a n t i a l l y  incre a s e s  the h a z a r d s  i n s u r e d  against; or

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

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

Sec. 34. AS 21.36.220 is a m e n d e d  to read:

Sec. 21.36.220. N O T I C E  OF C A N C E L L A T I O N .  An i n s u r e r  m a v  not

e x e r c i s e  its r i ght to cancel a p e r s o n a l  i n s u r a n c e  p o l i c y  uni.ess a

w r i t t e n  n o t i c e  of c a n c e l l a t i o n  is m a i l e d  [OR DEL I V E R E D ]  to the n a m e d

insured as r e q u i r e d  bv AS 21.36 . 2 6 0  [ , A T  THE A D D R E S S  S H O W N  IN THE

POLICY,] at least 6j) [20] days b e f o r e  the e f f e c t i v e  date of car.ce 11a-

t i o n . However, 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 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  snail be m a i l e d  [OP DELIVERED] to the n a m e d

-17- C S H B  4 6 (RIs)
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[
i
l
I

i n s u r e d  as r e q u i r e d  bv AS 2 1 . 3 6 . 2 6 0  [AT THE A D D R E S S  SHORT: IN THE 1

POLICY] at least 20_ [10] days b e f o r e  the e f f e c t i v e  date of c a n c e i l a -  j

I
tion. If c a n c e l l a t i o n  is for a r e a s o n  d e s c r i b e d  ir. AS 21 . 36 .21 C (a ) (2) <.  _  .  . I

I
or (f)(2) or (3). the n o t i c e  shall be n a i l e d  to the n a m e d  I n s u r e d  as ;

:

r e q u i r e d  b v  AS 2 1 , 3 6 . 2 6 0  at least 10 days b e f o r e  trhe e f f e c t i v e  care of ,
i

c a n c e l l a t i o n  [AND S H A L L  I N C L U D E  O R  3E A C C O M P A N I E D  BY A S T A T E M E N T  OF 1 

THE R E A S O N  FOR THE C A N C E L L A T I O N .  THIS S E C T I O N  DOES NOT A P P L Y  TO THE j
I

F A I L U R E  T O  R E N E W  A POLICY, E X C E P T  AS TO C O V E R A G E  IN F ORCE F O R  LESS i
\

T H A N  12 M O N T H S ].

i
" Sec. 35. AS 2 1 . 3 6 . 2 2 0  is a m e n d e d  by a d d i n g  n e w  s u b s e c t i o n s  tc read:

(b) A n  i n s u r e r  m a y  n o t  e x e r c i s e  its right to ca n c e l  a p o l i c y  cf . 

bu 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  un l e s s  a w r i t t e n  no t i c e  of c a n c e i l a -  I

tion is m a i l e d  to the n a m e d  i n s u r e d  as r e q u i r e d  b y  AS 21.36 . 2 6 0  a n d  to
i

the a g ent or b r o k e r  of r e c o r d  at least 60 days bef o r e  the e f f e c t i v e  j

date of c a n c e l l a t i o n .  How 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 

premium, or for f a i l u r e  cr r e f u s a l  of the i n s u r e d  to p r o v i d e  the 

i n f o r m a t i o n  n e c e s s a r y  to c o n f i r m  e x p o s u r e  or n e c e s s a r y  to d e t e r m i n e  

the p o l i c y  premium, the n o t i c e  shall be m a i l e d  tc the n a m e d  i n s u r e d  as 

r e q u i r e d  b y  AS 2 1 . 3 6 . 2 6 0  and to the a gent or b r o k e r  o f  r e c o r d  at: least 

20 days b e f o r e  the e f f e c t i v e  date of c a n c e l l a t i o n .  If c a n c e l l a t i o n  is

(1) for c o n v i c t i o n  of  the i n s u r e d  cf a crime h a v i n g  as one of its 

n e c e s s a ^ /  e l e m e n t s  an act i n c r e a s i n g  a h a z a r d  i n s u r e d  against, or (2) 

fcr d i s c o v e r y  of f raud 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  ma d e  b y  the 

in s ured or a r e p r e s e n t a t i v e  of 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 by the i n s ured in p u r s u i n g  a c l a i m  u n d e r  the policy, the n o t i c e  

shall be m a i l e d  to the n a m e d  i n s u r e d  as r e q u i r e d  by AS 2 1 . 3 6 . 2 6 0  and 

to the a g ent or b r o k e r  of r e c o r d  at least 10 days before the e f f e c t i v e  | 

date of cancel l a t i o n .

(c) If an i n s u r e r  c a n c e l s  a n c l i c v  u n d e r  this section, it shall
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r e t u r n  or cr e d i t  any u n e a r n e d  p r e m i u m  to the agent or b r o k e r  of record I
i

or d i r e c t l y  to the i n s u r e d  or p r e m i u m  finance company, if a p p l i c a b l e ,  j 

b e f o r e  the e f f e c t i v e  date of cancellation, except that

(1) an u n e a r n e d  p r e m i u m  shall be r e t u r n e d  or c r e d i t e d  w i t h i n  j
I

30 days a f t e r  n o t i c e  of c a n c e l l a t i o n  is given, if c a n c e l l a t i o n  is for i

(A) n o n p a y m e n t  of premium, i n c l u d i n g  n o n p a y m e n t  of j
|

a d d i t i o n a l  premiums, 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  the c u r r e n t  j
|

r a t i n g  m a n u a l  of the insurer, 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 i
J

the i n s u r e d  propert37, a ch a n g e  in its o c c u p a n c y  or use, o r  a '
I

cha n g e  in payroll, receipts, values, or o t h e r  e x p o s u r e  units;

(B) c o n v i c t i o n  of the i n s u r e d  of a crime h a v i n g  as one j

i
of its n e c e s s a r y  ele m e n t s  an act i n c r e a s i n g  a h a z a r d  i n s u r e d  i

j

a g a i n s t ;

(C) d i s c o v e r y  of fraud or m a t e r i a l  m i s r e p r e s e n t a t i o n

m a d e  bv  the i n s u r e d  or a r e p r e s e n t a t i v e  of the i n s u r e d  in o b t a i n -
j

ing the i n s u r a n c e  or by 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  the | 

p o l i c y ;

(D) f a i l u r e  or r e f u s a l  of the i n s u r e d  to p r o v i d e  the 

i n f o r m a t i o n  n e c e s s a r y  to c o n f i r m  e x p o s u r e  or n e c e s s a r y  to d e t e r­

mi n e  the p o l i c y  premium;

(E) a r e a s o n  d e s c r i b e d  in AS 2 1 . 3 6 . 2 1 0 ( a ) ( 2 ) ;

(2) the i n s urer shall p e r f o r m  or 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  date of the c a n c e l l a t i o n  and r e t u r n  or c r e d i t  any e s t i m a t e d  

u n e a r n e d  p r e m i u m  be f o r e  the e f f e c t i v e  date of c a n c e l l a t i o n  if the 

p o l i c y  is subject to a u d i t  and is c a n c e l e d  for a r e a s o n  e t h e r  than 

those d e s c r i b e d  in (1)(A) - (D) of this subsection.

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

the i n s u r e r  has e l e c t e d  to w a i v e  under (c) of this section.

(e) A  n o t i c e  of c a n c e l l a t i o n  of i n s u rance r e q u i r e d  to be s iven

-1?- CSHB 46(RIs)
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u n der this s e c t i o n  mu s t  i n c lude or be a c c o m p a n i e d  by a s t a t e m e n t  of 

the r e a s o n  for the cancel l a t i o n .

* Sec. 36. AS 21.36 is a m e n d e d  by add i n g  a n e w  s e c t i o n  to read:

Sec. 21.36.235. N O T I C E  O F  P R E M I U M  OR  C O V E R A G E  C H A N G E S  UPON 

RENEWAL. (a) E x c e p t  as p r o v i d e d  in AS 21.36.420, if the r e n e w a l  

p r e m i u m  is i n c r e a s e d  m o r e  than 10 p e r c e n t  for a r e a s o n  o t h e r  than an 

increase in c o v e r a g e  or e x p o s u r e  base, or if a f ter r e n e w a l  there will 

be a m a t e r i a l  r e s t r i c t i o n  or r e d u c t i o n  in c o v e r a g e  not s p e c i f i c a l l y  

r e q u e s t e d  by the insured, w r i t t e n  n o t i c e  shall be m a i l e d  to the 

i n s u r e d  and to the a g e n t  or b r o k e r  of r e c o r d  as r e c u i r e d  by AS 21.36.- 

260

(1) at least 20 days b e f o r e  e x p i r a t i o n  of a p e r s o n a l  i n s u r­

ance policy;

(2) at least 45 days b e f o r e  e x p i r a t i o n  of a b u s i n e s s  or 

c o m m e r c i a l  policy; or

(3) by the a n n i v e r s a r y  date of the y e a r  b e f o r e  e x p i r a t i o n  

cf a p o l i c y  w r i t t e n  for a t e r m  longer than one ye a r  or w i t h o u t  a fixed 

e x p i r a t i o n  date.

(b) If n o t i c e  b e f o r e  e x p i r a t i o n  of the p o l i c y  is not g i v e n  as 

r e q u i r e d  b y  (a) of this section, the e x i s t i n g  p o l i c y  shall c o n t i n u e  

u n t i l  the insu r e r  p r o v i d e s  n o t i c e  for the time p e r i o d  requi' by (a) 

of this sect i o n  for that policy.

(c) This s e c t i o n  does not a p p l y  to w o r k e r s ' c o m p e n s a t i o n  i n s u r­

ance .

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

Sec. 21.36.240. F A I L U R E  T O  RENEW. A n  i n s u r e r  m a y  not fail 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  in force for less than 12 months. 

A n  i n s u r e r  m a y  net fail to r e n e w  a p o l i c y  [IN F ORCE FCR 12 M O N T H S  OR 

MORE] u n l e s s  a w r i t t e n  n o t i c e  of nor.renewal is m a i l e d  [OR DELIVERED] 

C S H B  4 6 ( E l s ) -20-
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to the n a m e d  i n s u r e d  as r e q u i r e d  by AS 21.36.260 [ , A T  THE A D D R E S S

S H O W N  IN THE P O LICY,] at least 20 days for a p e r s o n a l  i n s u r a n c e  

policy, and at least 45 days for a bus 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  

p o l i c y , be f o r e  the e x p i r a t i o n  date of the p o l i c y  [,] or of the a n n i­

ve r s a r y  date of a p o l i c y  w r i t t e n  for a term longer t h a n  one ye a r  or 

w i t h  no fixed e x p i r a t i o n  date. If n o t i c e  of n o n r e n e w a l  is not g i v e n  !

as r e q u i r e d  b v  this section, the e x i s t i n g  policy shall c o n t i n u e  u n t i l  !
i

the i n s urer p r o v i d e s  n o t i c e  for the time p e r i o d  r e q u i r e d  bv this 

se c tion for that policy. This s e c t i o n  does not a pply

(1) if the i n s urer has in good faith m a n i f e s t e d  [IN A N Y  

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

(2) in case of  n o n p a y m e n t  of p r e m i u m  for the e x p i r i n g

D o l i c v ; or

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

j
the i n s urer for r e n e w a l .

I
* Sec. 38. AS 2 1 . 3 6 . 2 5 0  is a m e n d e d  to read: •

Sec. 21.36.250. N O T I C E  OF E L I G I B I L I T Y ,  wh e n  a p o l i c y  of a u t o m o­

bile l i a b i l i t y  i n s u r a n c e  is cancelled, o ther than for n o n p a y m e n t  of

premium, or is not 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  TO R E N E W  A 

P O L I C Y  OF 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  TO WHICH] AS 2 1 . 3 6 . 2 4 0  [A?- 

PLIES], the i n s u r e r  s h all n o t i f y  the n a m e d  insured of p o s s i b l e  eligi-
I

b i l i t v  for 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  the a u t o m o b i l e  a s s i g n e d  r i s k  

plan, or a u t o m o b i l e  i n s u r a n c e  plan. The n o t i f i c a t i o n  mus t [SHALL] 

a c c o m p a n y  cr be i n c l u d e d  in the n o t i c e  of 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  AS 2 1 . 3 6 . 2 2 0  [AS 21.36.230] and 21.36.240.

* Sec. 39. AS 21.36 is a m e n d e d  by ad d i n g  a n e w  s e c t i o n  to read:

Sec. 21.36.255. P R E M I U M  REFUND. (a) If an i n s u r a n c e  p o l i c y  is

cancelled, rejected, or r e s c i n d e d  by the

(1) insurer, the i n s u r e r  shall re f u n d  the u n e a r n e d  p r e m i u m

-21- C S H B  4 6 (RIs)
I
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2 9 1

pa i d  to che insured or p r e m i u m  finance company; or

(2) insured, che i n s u r e r  shall recurr. any u n e a r n e d  p r e m i u m  

p a i d  co Che insured or p r e m i u m  f i n a n c e  company, less a c a n c e l l a t i o n  

fee n o t  to ex c e e d  7.5 p e r c e n t  of che u n e a r n e d  premium; a c a n c e l l a t i o n  

fee m a y  not be c h a r g e d  unless the fee is c l e a r l y  sta t e d  in che policv,

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

i ndic a t e s  one or m o r e  o f  the f o l l o w i n g  features in the policy, an 

i n s u r e r  m a y  issue 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 v a r y i n g  rate due to s e a­

so n a l i t y  of exposure;

(2) that con t a i n s  a m i n i m u m  e a r n e d  premium; 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. AS 21.36.260 is r e p e a l e d  and r e e n a c t e d  to read:

Sec. 21.36.260. P R O O F  A N D  M E T H O D  O F  M A I L I N G  NOTICE. If a n o t i c e  

is r e q u i r e d  from an i n s u r e r  u n d e r  this chapter, che i n s u r e r  shall

(1) ma i l  the n o t i c e  by first class m a i l  tc the last k n o w n  

a d d ress of the insured; and

(2) o b t a i n  a c e r t i f i c a t e  of m a i l i n g  from the U.S. Postal

Service.

* Sec. 41. AS 21.36.310 is a m e n d e d  to read:

Sec. 21.36.310. DEFI N I T I O N S .  In AS  2 1 . 3 6 . 2 1 0  - 2 1 . 3 6 . 3 1 0

(1) "business or c o m m e r c i a l  i n s u r a n c e 11 m e a n s  i n s u r a n c e

o t her than p e r s o n a l  insurance, reinsurance, life insurance, d i s a b i l i t v

i n s u r a n c e , f i delitv and sur e t v insurance, t i d e  insurance. w e t  m a r i n e

and transDo r t a t i o n  i n s u r a n c e  as defined in AS 21.34.900, or an a n n u i t v

c o n t r a c t ;

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

i n s u r e d  to disch a r g e  wh e n  due any o b l i g a t i o n s  of the n a m e d  i n s u r e d  i:

c o n n e c t i o n  w i t h  the p a y m e n t  or premium, on a policv, or anv installmen' 

CSHB 4 6 ( R I s 1 -22-
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2 9 II

of the premium, w h e t h e r  the p r e m i u m  is p a y a b l e  dir e c t l y  to the insurer 

or its agent or i n d i r e c t l y  u n d e r  any p r e m i u m  finance pl a n  or e x t e n s i o n  

of credit;

(3) "pers o n a l  a u t o m o b i l e  I n s urance" m eans insur 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  activities, c overing [(2) "PO L I C Y "  

M E A N S  AN 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 ISKS AND E X P O S U R E S  L I S T E D  IN 

AS 2 1 . 3 6 .210(e) OR AN A U T O M O B I L E  P O L I C Y  T H A T  INCLUDES] 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  COVERAGE], a u t o m o b i l e  m e d i c a l  pa y m e n t s  [COVERAGE], or a u t o m o­

bile p h y s i c a l  damage [ C O V E R A G E ] , that is d e l i v e r e d  or issued fcr 

d e l i v e r y  in this state [ I N S URING AS T H E  N A M E D  INSURED, O N E  I N D I V I D U A L  

OR  H U S B A N D  A M D  W I F E  R E S I D E N T  OF THE SAME H OUSEHOLD], and 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 of 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  of the p r i v a t e  p a s s e n g e r  or s t a­

tion w a g o n  type that is not used as a pub l i c  or livery c o n v e y­

ance, nor r e n t e d  to others; or

(B) any o t h e r  f o u r - w h e e l  m o t o r  v e h i c l e  w i t h  a load 

c a p a c i t y  of 1,500 p o u n d s  or less that is not u s e d  in the 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  cf the insured, nor u s e d  as a 

p u b l i c  or livery c o n v e y a n c e ^  nor r e n t e d  tc o t h e r s ;

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

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

c o v e r i n g

(i) loss of or damage to real p r o p e r t y  that is 

u s e d  p r e d o m i n a n t l y  for r e s i d e n t i a l  pu r p o s e s  and that does 

not consist of m o r e  than four dw e l l i n g  units:

(ii) loss of or damage to p e r s o n a l  property, 

i ncluding P e r s o n a l  e f f e c t s ,  h o u s e h o l d  furniture, fixtures 

and ecuip m e n t  l o c ated in not me r e  than four d w e l l i n g  u n i t s ;

CSHB 4 6 (RIs)-23-
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1

or

(iii) lesal l i a b i l i t y  of n a t u r a l  oerscr.s for loss 1
- ' "

of. damage 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  if the in-

surance does not c over l i a b i l i t y  a r i s i n e  fr o m  or in ccn-
 ;

n e c t i o n  w i t h  b u s i n e s s  or c o m m e r c i a l  activities:- - ■ ■ ■- - . 1 ■ 1
(B) does not include an a n n u i t y  contract or a p o l i c y  :

of life insurance, d i s a b i l i t y  insurance, or title insurance: i
1

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

(A) the i s suance and d e l i v e r y  [3Y A N  INSURER] of an
i

insur a n c e  [A] p o l i c y  [REPLACING] at the end of the policy p e r i o d ^

that re p l a c e s  a policy p r e v i o u s l y  is s u e d  and d e l i v e r e d  by the

same insurer; [,]
“ j

(3) the issuance and d e l i v e r y  of 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 term of a p o l i c y  b e y o n d  its p o l i c y  p e r i o d  cr ,
I

terrr.j_ [, ] or

i
(C) the e x t e n s i o n  of the term or a o c l i c y  b e v c n d  its ]

!
p o l i c y  p e r i o d  or te r m  u n d e r  a p r o v i s i o n  for e x t e n d i n g  the p o l i c y  

by  p a y m e n t  of a c o n t i n u a t i o n  premium. >

* Sec. 42. AS 21.84.430(c) is a m e n d e d  to read:

(c) The d i r e c t o r  m a y  r e f u s e  to issue cr may s u s p e n d  :r revoke 

[RENEW] an insurance agent's l i c e n s e  if, in the j u d g m e n t  of the cirec-
|

ter, the p r o p o s e d  licensee is not t r u s t w o r t h y  and c o m p e t e n t  to act as j
1I

acent, or has given cause for r e v o c a t i o n  or s u s p e n s i o n  of the license, 

cr has failed to co m p l y  w i t h  a p r e r e q u i s i t e  for the iss u a n c e  [OR ■ 

RENEWAL, AS THE CASE M A Y  BE,] of the license.

* Sec. 4 3 .  AS 21.88 . 0 5 0  is a m e n d e d  to read: i

Sec. 21.88.050. PO W E R S  A N D  DUTIES OF THE COR P O R A T I O N .  (a) The

c o r p o r a t i o n  shall

(1) in the form a p p r o v e d  by the director, issue tc all ; 
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p h y s i c i a n s , nurses, and h o s p i t a l s  w h o  are found to be a c c e p t a b l e  risks 

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) of this subsection, and w h o  rav 

the p r e m i u m s  for it, a con t r a c t  or 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 ^  

nurses, and h o s p i t a l s  and their e m p l o y e e s  w h o  are h e a l t h  care r r c v i d -  !
  , ' ' ‘ I

ers a g a i n s t  loss by r e a s o n  of l i a b i l i t y  tor c o v e r e d  claims for an act 

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

I
and a g r e e i n g  to tender on b e h a l f  of the p h y s i c i a n s ,  nurses, and h o s­

pitals and their e m p l oyees who are h e a l t h  care 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  AS 0 9 . 5 5 . 5 3 0  - 0 9 . 55.- i 

560; the limits of l i a b i l i t y  for p o l i c i e s  i s s u e d  by the c o r p o r a t i o n  

shall be a p p r o v e d  by the director; the c o n t r a c t  shall c o v e r  the d e­

fense a g a i n s t  but n e e d  not i n d e m n i f y  l i a b i l i t y  for p u n i t i v e  damages 

ar i sing fr o m  a‘ co v e r e d  claim; at the o p t i o n  of the c o r p o r a t i o n ,  if 

a p p r o v e d  by the director, and for an a d d i t i o n a l  p r e m i u m  the c o n t r a c t

!
m a y  c o v e r  claims a g a i n s t  the p h y s i c i a n , nurse, or h o s p i t a l  that arise : 

out of p r o f e s s i o n a l  s ervices p e r f o r m e d  by the phy s i c i a n ,  nurse, or
ii

h o s p i t a l  for any p e r i o d  b e f o r e  the con t r a c t  is issued, except that j 

c o v e r a g e  w i l l  not be p r o v i d e d  for a c l a i m  a l r e a d y  f i l e d  or that [OF 

WHICH] the p h y s i c i a n , nurse, or h o s p i t a l  h a d  or r e a s o n a b l y  s h o u l d  have 

had n o t i c e  at the time the r e t r o a c t i v e  i n s u r a n c e  was p u r chased;

(2) charge a p r e m i u m  for the p r o t e c t i o n  p r o v i d e d  by the 

contr a c t s  is s u e d  bv the c o r o o r a t i o n  w h i c h  shall be d e t e r m i n e d  bv tee i

b o a r d  of 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 . S 8 . 0 8 0  and s u b j e c t  to the

app r o v a l  of the director;

<„3) co m p l y  w i t h  or be subject to AS 21.06,090, 21.06.1 20,

21.06.140, 21.06.160, 21.06.250, AS 2 1 . 0 9 . 1 8 0 -  21.09.200, 21.09.250.

21.09.280, AS 2 1 . 1 2 . 0 2 0 ( b ) - ( e ) , AS 21.18, AS 21.21, AS 21.24 and

AS 21.36; ar.c shall be exempt fr o m  p a r t i c i p a t i o n  as a m e m b e r  insurer

in the A l a s k a  I n s u r a n c e  G u a r a n t y  Corp o r a t i o n ;
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( 4 )  c a rry out the o b l i g a t i o n s  of the c o n t r a c t s  issued bv i
"

the c o r p o r a t i o n  b y  d e f e n d i n g  all co 'erea claims ma d e  against i n s u r e d  j 

h e a l t h  care p r o v i d e r s  and by p a y i n g  all l iabilities that [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  care p r o v i d e r  or that
j

[WHICH] m a y  in the o p i n i o n  of the c o r p o r a t i o n  r e a s o n a b l y  be 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  against the h e a l t h  care p r o v i d e r  to the 

e x t e n t  of the c o n t r a c t  obligation; !

(5) e s t a b l i s h  standards for the a c c e p t a b i l i t y  cf risks; in i

e s t a b l i s h i n g  these standards the c o r p o r a t i o n  m a y  e x c lude an a p p l i c a n t

for i n s u r a n c e  b a s e d  on individual r i s k  s e l e c t i o n  factors, but may n o t  •

e x c l u d e  an a o o l i c a n t  b a s e d  onlv on the c l a s s i f i c a t i o n  of the aoDli-
• • i

c a n t .

(b) The c o r p o r a t i o n  m a y  i
tI

(1) e m p l o y  or retain p ersons, i n d ividual or corporate, tc ' 

d i s c h a r g e  its o b l i g a t i o n s  and pay r e a s o n a b l e  c o m p e n s a t i o n  for these • 

services; e m p l o y e e s  of the c o r p o r a t i o n  are not c o n s i d e r e d  state e m­

pl o y e e s  ;

(2) n e g o t i a t e  for and p r o c u r e  r e i n s u r a n c e  f r o m  priv a t e  !
i

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  and all l i a b i l i t y  incurred by
i;

c o n t r a c t s  is s u e d  bv 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  tor o t h e r  h a z a r d s  custom- j 

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  there is ; 

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

i n s u r e d s  of the M e d i c a l  Indem n i t y  C o r p o r a t i o n  of A l a s k a  in the private j

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

( 4 )  b o r r o w  or advance funds n e c e s s a r y  to c a rry out the 

p u r p o s e s  of the corp o r a t i o n ;

(5) n e g o t i a t e  and become a p a r t y  to those c o n t r a c t s  as are
j

n e c e s s a r y  to c a rry out the purposes cf the corporation;
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(6) sue or be sued in the n a m e  of the corporation;
.»

I
(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  and s ervices to hospi-

I

tals ; j

(8) n e g o t i a t e  and become a p a r t y  to c o n t r a c t s  for m a n a g e­

ment s e r v i c e s  for the corporation; I

(9) p e r f o r m  all other acts n e c e s s a r y  and p r o p e r  to carry
(

out the duties of the corporation;
j

(10) in a f o r m  a p p r o v e d  by the d i r e c t o r  and for an addition- ;

al p r e m i u m  d e t e r m i n e d  u n d e r  AS 2 1 . 8 8 . 0 8 0 ,  issue 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  for claims not y e t  r e p o r t e d  w h i c h  arise out of I 

p r o f e s s i o n a l  se r v i c e s  r e n d e r e d  during a p e r i o d  of con t i n u o u s  coverageo I
i

under t h e  o r i g i n a l l y  i s s u e d  contract, to p h y s i c i a n s , nurses, and ;
i

h o s p i t a l s  w h o  pay the p r e m i u m  for it a n d  w h o  are t e r m i n a t i n g  their j 

o r i g i n a l  c o v e r e d  cl a i m s  c o ntract w i t h  t h e  c o r p o r a t i o n  for a period of i

not l e s s  th a n  one year;
j

(11) s u b j e c t  to approval b y  the director, e x t e n d  coverage

to a p e r s o n ,  entity, or f a c i l i t y  that r e n d e r s  

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

Sec. 44. k S 2 1 . 9 0 . 9 0 0  is a m e n d e d  to r e ad:

Sec. 21.90.900. D E F I N I T I O N S  FOR TI T L E ,  

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

(1) " a d j u s t e r "  m e a n s  a p e r s o n  who,

h e a l t h  care services in

In this title, unless 

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  or as an e molovee o f  an i n d e p e n d e n t  contractor,

or for fee or c o m m i s s i o n ,  inve s t i g a t e s  and adjusts claims arisir.a

under i n s u r a n c e  c o n t r a c t s  on behalf o f  the insurer, but does r.ct

include a n  a t t o r n e v  at law w h o  adjusts i n s u r a n c e  losses from time to

time i n c i d e n t a l  to the p r a c t i c e  of law or a s a l a r i e d  e m o l o v e e  of an

i n s u r e r ;

(2) "agent" m e a n s  a person a p p o i n t e d  bv an insurer to

-27- CSHB 16(RIs)



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

solicit: a p p l i c a t i o n s  for i n s u r a n c e  or a n n u i t i e s  on its behalf, a n d  if i

a u t h o r i z e d  to do s o , to e f f e c t u a t e  and 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 life or d i s a b i l i t y  i n s u r a n c e  or a n n u ities, and to

collect p r e m i u m s  on i n s u r a n c e  or a n n u i t i e s ;

(3) " a l i e n  i n s u r e r "  means an i n s u r e r  fo r m e d  u n d e r  the laws

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

districts, territories, and commonwealths; I
|i

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

by a [SUBSISTING] c e r t i f i c a t e  of a u t h o r i t y  is s u e d  by the d i r e c t o r  to '
j

transact i n s u r a n c e  in this state; [|
(5) " b roker" m e a n s  a Derson w h o  is not an aaer.t of the i
 '

I
insurer a n d  who, on b e h a l f  of the insured, for c o m p e n s a t i o n  as an i

i n d e p e n d e n t c o n t r a c t o r  bv c o m m i s s i o n  or fee, solicits, n e g o t i a t e s , or

procures i n s u r a n c e  or 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

insurance or r e i n s u r a n c e ; or in any m a n n e r  aids in the s o l i c i t a t i on,

n e g o t i a t i o n , p r o c u r e m e n t , renewal, 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 . for i n sureds or p r o s p e c t i v e  i n s u r e d s not 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  Che c o m m i s s i o n e r  of the

Q e n a r t m e n t  of C o m m e r c e  and E c o n o m i c  D e v e l o o m e n t ;*■ *■ i
I

(7) [(4)] " c o urt" m e a n s  s unerior court;

* !
(8) [(5)] " d i r e c t o r "  means the d i r e c t o r  o f  the d i v i s i o n  of !

I
i n s u r a n c e ;

(9) [(6)] " d i v i s i o n "  means the d i v i s i o n  of insurance,

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

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

the laws o f  this state;
-

(11) "firm" m e a n s  an o r e a n i z a t i o n  of two or m o r e  licensees !
—-  - ■ ■ - ■    —    --------------

acting in a s s o c i a t i o n  w i t h  each other, e i t h e r  in a partnership, 
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corporation, or otherwise, or an o r g a n i z a t i o n  in w h i c h  a single

licensee has less ch 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 tha o r g a n i z a­

tion ;

(12) [(8)] " f o r e i g n  ins u r e r "  m e a n s  an 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  than this state and i n c l u d e s  an 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 interests of the insurer;

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

life insurance w r i t t e n  u n d e r  pol i c i e s  w i t h  a face a m o u n t  of S I , 000 or

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

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

ly or m o r e  often;

(15) [(10)] " i n s u r a n c e "  m e ans a c o n t r a c t  w h e r e b y  one u n d e r­

takes 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

able amount or 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) [(11)] " i n s u r e r "  includes a p e r s o n  e n g a g e d  as i n d e m n i­

tor, surety, or c o n t r a c t o r  in the b u s i n e s s  of e n t e r i n g  into c o n t r a c t s  

of i n s u r a n c e  or of annuity';

(17) [(12)] "pe r s o n "  has the m e a n i n g  g i v e n  in AS 0 1 . 1 0 . 0 6 0

and includes an insurer, Lloyd's, f r a t e r n a l  b e n e f i t  society, m e d i c a l  

service or h o s p i t a l  serv i c e  p l a n  as d e f i n e d  in AS 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  exchange, syndicate, and any o t h e r  legal e n t i t y  e n g a g e d  

in the b u s i n e s s  of t r a n s a c t i n g  insurance, i n c l u d i n g  agents, brokers, 

and claims adjusters;

(18) [(13)] " p o l i c y "  m e ans the w r i t t e n  c o n t r a c t  of or w r i t­

ten a g r e e m e n t  for or e f f e c t i n g  insurance, by w h a t e v e r  na m e  called, and 

includes all clauses, riders, e n d o r s e m e n t s  and pa p e r s  a t t a c h e d  to it 

and a part of it;
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(19) [(14)] " p r e m i u m "  m eans the c o n s i d e r a t i o n  for insurance, 

by w h a t e v e r  n a m e  called, and by w h a t e v e r  m e t h o d  paid or collected, 

i n c l u d i n g  an a s s e s s m e n t ,  or m e m b e r s h i p ,  policv, survey, inspection, 

s e r vice or s i m i l a r  ree or charge made in c o n s i d e r a t i o n  for an i n s u r­

ance contract;

(20) " s o l i c i t o r "  means an i n d i v i d u a l  a u t h o r i z e d  bv an agent 

or b r o k e r  to s o l icit a p p l i c a t i o n s  for insur a n c e  as a r e p r e s e n t a t i v e  cf 

the a g e n t  or b r o k e r  and to coll 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  the 

i n s u r a n c e ;

I
i291!

(21) [(15)] "sta t e "  m e a n s  a state, D i s t r i c t  of Columbia,

territory, c o m m o n w e a l t h ,  or p o s s e s s i o n  cf the U n i t e d  States of 

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 rance includes

(A) s o l i c i t a t i o n  and inducement;

(B) p r e l i m i n a r y  n e g o t i a t i o n s ;

(C) e f f e c t u a t i o n  of a c o n t r a c t  of insurance;

(D) t r a n s a c t i o n  of m a t t e r s  s u b s e q u e n t  to e f f e c t u a t i o n  

of the c o n t r a c t  of i n s u r a n c e  and a r i s i n g  out of it;

(23) [(17)] " u n a u t h o r i z e d  in s u r e r "  means' an insurer not

a u t h o r i z e d  to tra n s a c t  i n s u r a n c e  in this state.

* Sec. 45. AS 21.90 is a m e n d e d  by ad d i n g  a n e w  sect i o n  to read:

Sec. 21.90.910. E X C E P T I O N S  F R O M  D E F I N I T I O N S . The d e f i n i t i o n s  of

" a d j u s t e r , "  " a gent," " b r o k e r , "  "firm," and " s o l i c i t o r "  in AS 2 1 . 9 0 . Q 00 

do not include

(1) i n d i v i d u a l s  e m p l o y e d  and us e d  b y  agents for the p e r f o r­

ma n c e  of clerical, s t e n o g r a p h i c ,  and s i m ilar of f i c e  duties; incidental 

taking of an a p p l i c a t i o n  for i n s u r a n c e  from time to time in the office 

of the e m p l o y i n g  agent if the e m p l o y e e ' s  c o m p e n s a t i o n  is not c o n t i n­

gent u p o n  or r e l a t e d  to the v o l u m e  of ap p l i c a t i o n s ,  insurance, cr
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] p r e m i u m s ;

2: (2) che a t t o r n e y - i n - f a c t  of a r e c i p r o c a l  insurer, or che

31 sal a r i e d  t r a v e l i n g  r e p r e s e n t a t i v e  of a r e c i p r o c a l  or m u t u a l  i n s urer

4 not c o m p e n s a t e d  on a c o m m i s s i o n  basis.

* Sec. 46. AS 21.03.030, 21.03.040, 21.03.050; AS 21.06.040; AS 21.09.-

210(c); AS 2 1 .27.040(b) , 21.27.470, 21.27.480, 21.27.490, 21.27.500, 21.- 

27.510, 21.27.1 ); AS 2 1 . 3 6 . 2 1 0 ( c ) ,  2 1 . 3 6 . 2 1 0 ( e ) ,  21.36.230, and 21.36.300 

8 ! are renealed.

9 '

10

21 i 

22!

23

24

25 i 

25

27

28 I
29

Sec. 47. S e ctions 1 - 29 and 31 - 46 of this A c t  a o D l v  to i n s u rance
! i

p olicies e n t e r e d  into or r e n e w e d  on or a fter the e f f e c t i v e  date of secs.

11!j 1 - 2 9  and 31 - 46 of this Act.
li

12 j * Sec. 48. S e c t i o n  30 of this A c t  takes ef f e c t  i m m e d i a t e l y  u n d e r  

13| AS 01 . 1 0 . 0 7 0 ( c ) .

14 i

15
I

16 

17 

18 j

19|

20
I

I
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SECTION BY SECTION COMMENTARY 
CSHB 46 (Jud)
4 /2 7 /8 7

Prepared by: Rlaska Diuision o f  Insurance 
Date : 4 /2 7 /8 7

OUERDIELU

This comm it tee  subst itute  e n c om p a s s e s  about  14 insurance issues  in 
one "omnibus ' '  bill on insurance issues .  M o s t  of the i tems conta ined in 
the bill haue, at one time or another ,  been  reques ted  by the Diuision of 
Insurance . The Diuision o f  Insurance  supports  this legis lat ion.

The material that fo11 oil»s uu!! attempt to identify each issue 
addressed  by the bill, enpiain the purpose  and to c omm ent  sect ion  by 
sect ion .

•

For e a s e  in tracking the uar ious issues ,  me haue  prouided page  breaks  
folloming the commentary  on each  issue . The is sue s  are:

General Agents /  M an a g e r s  (Pages  2-3)
Cont inuous L icense  (Pages  4-6)
Firm /  Indiuidual L icense  (Pages  7-9)
Broker Bond (Page 10)
Broker as Agent (Pages  11-12)
Producer Financial /  Fiduciary Accounts 'P a g e s  13-14)
Rlien Trusts Depos its  (Page 15)
Repeal of  Rebate Prouis ions (Page 16-17)
Commerc ia l  Cance l la t ion  (Pages  18-21)
Pro Rata on Cance l la t ions  (Page 22)
Nurse Couerage  (Page 23)
Relocat ion of Definitions (Page 24)
Elimination of Domest ic  Tau Exemption (Page 25)
Remoua i of Obso lete or Duplicatiue Prouis ions (Page 26)
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GENERAL AGENTS /  MANAGERS

This issue e l im inates confus ion w ith  AS 21.09.280, wh ich  currently 
a t tempts  to distinguish b e tw e en  "general agents '"  w h o  are required to 
be l icensed and "managers"" w h o  are not. It is a d ist inct ion that has  
been difficult to apply. The bas ic  role o f  both ent it ies  is o ften the 
same ,  and the Alaska Insurance Code  d oe s  not adequa te ly  m ake  a 
dist inction b e tw e en  the two .  The bill e l im inates  - e f e r e n c e s  to 
managers  and requires all genera l  a g en t s  to be l icense  It then lists 
those  specif ic  entities that will not be cons idered  genera l  agents .

Sect ion 1. (Page I, Lines 9-20)

AS 21.09 dea ls  w ith  insurance compan ie s  that apply for and are issued 
a Certif icate of Authority. These  c om pan ie s  haue  e lec ted  to make  
themse lues  sub jec t  to regulat ion by the Alaska Director of Insurance 
and are referred to as admitted  compan ie s .  Tne change  in this Section 
make s  it c lear that an admitted  c om pany  may  only do bus iness  
through persons or entit ies l icensed by Alaska including general 
agents .

Sect ion 2. (Page 1, Lines 21-29; Page 2, L ines I -16)

This Sect ion remoues  the re ference s  to manager s .  In §(b), the point 
that the genera! agent is l i censed in the s am e  manner  as an agen t  
l icensed under AS 21.27, is clarified. This is a u iew  that the Diuision 
has appl ied in practice, but is more than a little uague  in statute .

In §(c), the reference  to RS 21.27.500 is r emoued  since its content  is 
incorporated in the newt 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 em p loyee s  c f  an insurance c om pany  are not sub jec t  to 
l icense for their act iuit ies on beha lf  of the insurer, euen though that
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actiuity may haue  the s am e  appearance  e s  a genera !  agent .

§(g) enempts  persons  or ent it ies w h o  perform genera l  agen t  type 
seru ices  for an iinsuranre company w h en  that person or entity is:

(1) a subsid iary of the insurance company ;
(2) the ow n e r  o f  the insurance company ;  or
(3) o w n ed  by the holding company  that o w n s  the insurance 

company .

Section 52 (Page 33, L ines 21-24)

This Section includes a repeal of  AS 21.27.500, on line 22.
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CONTINUOUS LICENSE

This bill in troduces a cont inuous insurance l icense  for agents ,  brokers, 
solic itors , ad justers ,  and genera l  agents ,  rather  than the current 
s y s t em  requiring annual renewa l ,  fill l i cen see s ,  h ow euer ,  will still pay 
an annual fee, and failure to pay will result in reuocat ion  or 
suspens ion  of the li cense.  This change  should reduce the paperwork  
currently handled by the Diuision.

Sect ion 2. (Page 1, Lines 21-29; Page 2, L ines 1-16)

Cont inuous l icense language  appears  on Page  2, L ines 9-13.

Sect ion 4. (Page 3, L ines 3-10)

Reference  to r en ew  is remoued on Lines 5 & 6. The change  on Lines 9 
& 10 is not substant iue .

Sect ion 5. (Page 3. Lines 11-28)

RS 21.27.030(a)(1) is a control led bus iness  prohibition. The sub stan ce  
of this paragraph has been moued to Section 6. §(a) is reuised to deal 
w ith  the n ew  applicant . Reference  to r en ew a l  has  been remoued.

Section 6. (Page 3, Line 29; Page  4, L ines 1-7)

This addit ion to RS 21.27.030 add re s se s  the control led bus iness  
prohibition on an enisting license.

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

Reference  to renewa l  remoued on Page 5, Line 6.
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Section 10. (Page 6, Lines 15-29; Page  7, L ines 1-3)

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

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

This Sect ion addres se s  l i censes  for uending mach ine s  that d ispense  
policies of  persona l trouel acc ident insurance. The only change  of 
substance  is that on Page  8, Line 3 w h e r e  reference  to annual 
cont inuat ion and expira tion is remoued.

Sect ion 13. (Page 8, Lines 10-22)

The references  to renewa l  are addressed  on L ines 11-13.

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

The reference to renewa l  appears  on Line 17.

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

The reference to date  of expiration is r emoued  on Line 24.

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

This Sect ion has been complete ly  r eworked  to reflect cont inuous 
licenses .  In §(a) and §(b), annual fee da te s  differ in s om e  ca s e s  from 
current r enewa l  dates .  Under present law. res ident l icenses  expire on 
June  30, except  for brokers, wh ich  expire on December  31. 
Nonres ident agent  and brokers expire a y ea r  from issue and 
nonres ident ad justers  on Ju n e  30. The cont inuat ion fee  proposed 
wou ld  be due on all agents ,  solic itors , or ad ju s te r s  on June  30, and all 
brokers on December  31.
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The only o ther  substan t iue  change  appears  in §(d) w h e re  the sur­
charge  for late r en ew a l  is e stab l ished by regulation. This concept  is 
a lready the c a s e  for all o ther fe e s  of the Diuision of Insurance.

Sect ion 24. (Page 12, L ines 16-29; Page 13, Lines 1-19)

The reference  to refuse  to r enew  is remoued on Page  12, Line 18. 
Surplus lines broker l i censes  are not being changed to cont inuous 
li cense.  This a ccoun ts  for the inserted language  on Lines 19 and 20. 
This type of l i cen see  is the one that prouides entry to the nonadmitted 
market p lace  and is required to post  a $200,000 bond. Further, 
producers of bus iness  for risk retent ion groups or risk purchasing 
groups under the recent ly  passed  Federal l aw  must haue this type or 
li cense.  Hie w ou ld  prefer to s e e  h ow  things are going to shape  up 
w ith  the n ew  Federal Act before w e  recommend  a change

Sect ion 26. (Page 13, L ines 25- 29; Page  14, Lines 1-7)

References  relat ing to r en ewa l  remoued.

Sect ion 27. (Page 14, L ines 8-19)

References  relat ing to r en ewa l  remoued.

Sect ion 28. (Page 14, L ines 20-29)

References  relat ing to renewa l  remoued.

Sect ion 29. (Page 15, L ines 1-7)

Reference  relating to ewpiration remoued.

Section 47. (Page 27, L ines 1-7)

Reference  relat ing to r en ewa l  remoued.
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FIRM /  INDILHCUflL LICENSE

This portion o f  the bill c r e a t e s  a hem dist inction b e tm een  indiuidual 
l i censes  issued to indiuidual persons ,  and firm l i censes  issued to 
as soc ia t ion s  of indiuidual l i censees .  Under current lam, persons  
operat ing under a firm's l i cense  do not typica l ly  hold an indiuidual 
l i cense,  but are named  to act on the firm l icense.  This renders 
indiuidual accountab i l i ty  difficult. In s om e  c a s e s  there is a constant  
act iu ity on a firm's l i cense  file as  indiuiduals are a J d e d  or deleted.

Rlso under current lam, adjust ing  firms are not l icensed , only 
indiuiduals. Hie haue  exper ienced  s ituat ions  inhere firms haue ignored 
Alaska Lam to the detr iment of the public and indiuidual l i c en see s  
mithin the firm. This ex tends  the accountab i l i ty  principle to adjust ing 
firms. It mill giue the Diuision o f  In surance  a bet ter  regulatory 
ouers ight of the industry by requiring that euery person selling or 
adjust ing  insurance contracts ,  mhether  indiuidual or firm, haue  the 
appropriate l icense.

Section 7. (Page 4, L ines 8-29; Page  5, L ines t -9)

This Sect ion concerning examinat ion  of app l icants  for insurance 
l icense has been  changed  to apply to indiuidual l i c en see s .  Since each 
indiuidual is l i censed it is not n e ce s sa ry  to require that a firm be 
examined .  This is accomp l i shed  mith insert ions at Page 4, Line 10 and 
Page  5, Line 3.

Section 8. (Page 5, Lines 10-29; Page  6, L ines 1-8)

This Sect ion addres se s  the qual if icat ions for li cense.  It has  been 
modified to m ake  it app l icab le  to indiuidual l i cen see s .  The language  on 
Page  6, Lines 1 and 2, auoid addit ional p ape rm o ik  by prouiding that a 
person acting on beha lf  of a firm is couered  by the firm's appo intment .

Section 9. (Page 6, L ines 9-14)
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This Section a lso add re s se s  the qual if icat ions for l icense.  It app l ies  to 
firm l icenses .

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

The only change s  of sub s tan ce  in this Sect ion are found on Page  6, 
L ines 22-25. The distinction b e tw e e n  firm and corporat ion  is remoued . 
fl def init ion for firm is introduced in Sect ion 50 on Page  31, L ines 
16-19. The only person to be named  on a firm l icense  will be the 
principal or m anager  of the firm.

Section 11. (Page 7, L ines 4-25)

This Section requires that the firm be l icensed to the s am e  entent  as 
persons employed  by the firm. Use by a firm of unl icensed persons  
w h o  are required to be l icensed is c au se  for reuoca t ion  or su spens ion .

Section 14. (Page 8, L ines 23-26)

This Sect ion prouides that the firm broker bond couers  indiuidual 
breker members  of the firm.

Sect ion 25. (Page 11, L ines 28-29; Page  12, L ines 1-15)

This Sect ion addres se s  temporary l icenses .  It prou ides for a 
temporary l icense if the principal or m anag e r  should die. This is not a 
substant iue  change .

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

Since persons are no longer des igna ted  in the l icense  to enerc ise  its 
p owers ,  the language  has been reuised to acting on beha lf  of the firm.
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Sect ion 50. (Page 30, Lines 7-29; Page  31, L ines 1-29;
Page 32, L ines 1-29; Page  33, L ines 1-7)

Definition of "firm" introduced on Page  31, L ines 16-19 .

Section 52. (Page 33, L ines 21-24)

BS 21.27.040(b) is repea led  on Line 22. This is the subsec t ion  that 
requires firms to des igna te  all indiuiduals on the firm license.
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BROKER BOND

This sect ion  proposes  to increase  the bond required of a broker from 
the current $5,000 to $10,000. The bond is aua i lab ie  for the peop le  of 
the state .  The increased  bond mill haue  an in creased  cost , but the 
amount is not ence ss iue  This is not a Diuision o f  Insurance  proposa l ,  
but w e  haue no objec t ion  to it.

Section 14. (Page 8, L ines 10-22)

The increased bond amount appears  on L ines 16 and 18.
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BROKER AS AGENT

fliaska currently l icenses  tw o  kinds of insurance producer under RS 
21.27, agent  and broker. The agent  represents  an insurance company  
through appo intment and contract .  On the o*her hand, the broker 
represen ts  the purchaser  of insurance. It is typical for an insurance 
producer to hold both types  of license, fl purchaser  of insurance 
usually doe s  not know ,  under wh ich  l icense a producer is act ing. M o s t  
insurance producers do try to ba lance  the interests  of the purchaser  
of c ouerage  and the prouider of couerage ,  and s om e  do this quite wel l .  
Normally this is not an issue of concern, but when  a producer b e c om es  
insoluent or has  misused trust account monies ,  the issue can be uery 
important.

If an agen t  co l lects  premium funds for an insurer, the insurer is 
d eemed  to haue  receiued those  funds w h e th e r  they are sent to the 
insurer or not. When the insurer sends  notice of cance l la t ion for 
nonpayment  of premium, the insured need only s h ow  his cance l led 
check  and the couerage  will be reinstated.

If a broker m isappropriates  premium funds, and doe s  not pay them to 
the insurer or intermediary, and a notice is sent by the company  which 
has not rece iued payment ,  the couerages  are general ly  not re instated . 
The Diuision has  had tw o  ma jor  ca se s  of this description and a number 
of smal ler  ones ,  where  the public has been  hurt. The resolution is to 
prouide that w h en  a broker p laces c ouerage  wh ich  can be eu idenced  
by a binder, i s suance  of a policy, or s om e  a ck n ow le dg em en t  from the 
insurer or its representat iue ,  then (he insurer is cons idered to haue 
rece iued those  funds w h e th e r  it has or not. The broker is cons idered 
to be the agent  of the company  for purposes  of premium col lection.

fin addit ional issue, is the need to haue the producer collecting funds 
at the initiation of the transaction, clearly s ta te  that he is oct ing as a 
broker and coue rag e s  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 Sect ion dea ls  w ith  the brokers ' bond. One group of persons  w ho  
could be aduerse ly  impacted w ith  "agen t  as broker" ,  is the who le s a l e  
broker or genera l  agent who  is in b e tw e en  the producing broker and 
the insurance company .  It is poss ib le  that they might bear  the 
financial brunt of this solut ion. Rel ief is offered by a l low ing them to 
a c c e s s  to the brokers ' bond.

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

This Sect ion m ake s  c lear the fact that the broker cannot bind an 
insurer.

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

This Sect ion e s tab l i shes  the concept of "broker as agent  for purposes 
of premium col lect ion . "  Id) new ly  prouides that a broker may not 
know ing ly  accept  payment  for couerage  until that couerage  is 
author ized by an insurer.
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PRODUCER FINANCIAL /  FiDUCIARV RCCOUNTS

The Diuision has been work ing Luith the R laska Assoc iat ion of 
Independent Insurance Agents and Brokers concerning financial 
problems luith s om e  insurance agen ts  and brokers and their handling 
of insurance premium monies .  To this end, me haue  a ided in 
deueloping s om e  c larif icat ions to those  s e c t ion s  of the insurance 
code.

Agents and brokers are required to rece iue  insurance premium mon ies  
in a fiduciary capac ity .  Unfortunate ly ,  the first sign that all is not tuell 
Luith an agen ts '  or brokers ' fiduciary a ccount  is w hen  it is too late. 
One good ind icator of a deueloping problem wou ld  be good  account ing 
records acce ss ib le  by the Diuision, wh ich  are required w ith  this bill.

The Diuision has  need o f  tools  that can be used to reso lue  fiduciary 
and financial difficulties at an earlier point in time. One tool is the 
ability to r eu iew  financial summar ie s  or detail , such as trial balance, 
income s ta tem en t ,  journa l detail , etc. in a Diuision o f  Insurance  office 
for euam inat ion  w h en  requested .  These  docum en ts  wou ld  be 
confidential .

The clarif icat ions addressed  in this issue coupled w ith  the Broker as 
Agent reso lut ion should mau im ize  protect ion to insurance  purchasers .

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

This is a n ew  requirement specif ical ly  requiring an agen t  or broker to 
haue account ing  and financial records and to maintain them in 
accordance  w ith  general ly  a ccep ted  account ing  principles. These  
records are aua i lab le  for reu iew  and are conf identia l  w h en  in the 
pos se s s ion  of the director.

Section 20. (Page 10, L ines 10-21)

uuma i i i 5  m e  i eyun e n i e m  tut a p ie i i i iu iu  n u u i i a i y  a i x u u i u .  m e

change clarifies the fact that other funds can not be commingled with
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it except os spec if ica l ly  permitted in Section 21.

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

§(d) permits a limited commingl ing of nonpremium funds in the 
fiduciary a ccount  for specif ic  premium related purposes* Accounting 
for nonpremium funds is required.

§(e) m ake s  c lear that the premium funds required to be in the 
fiduciary account  can not be used or represented  to be a s se t  funds. 
Funds optionally permitted to be in the fiduciary account ,  such as 
reserue funds are an a s s e t  of the agent or broker.

§(f) introduces a definit ion for "fiduciary account . "

Page 14


