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BILL NO: CSHB 36(JuJ) DATE: March 13, 1987

TITLE: An Act requiring certain CONTACT: Bill Brown
motor vehicle insurance 465-4335

policies to provide reduced 
rates for certain persons
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The bill requires an insurance company to reduce motor vehicle casualty 
insurance premiums if an applicant is 55 years of age or older, has 
recently taken an accident prevention course approved by the Department 
of Public Safety, and asks for the reduction.

The department currently approves driver improvement courses for a 
reduction of points under AS 28.15.241(b). Since these courses must 
meet the criteria set out in Section 2 of this bill, there will be 
little impact on the department as the same courses would be applicable 
for the premium reduction.

The department is neutral on this bill.

WILLIAM R. NIX 
Acting Commissioner
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March 19, 1987

Senator Tim Kelly 
Alaska State Legislature 
P. 0. Box V 
Juneau, Alaska 99811

Re: House Bill 36

Dear Senator Kelly:

I am writing to you on behalf of our clients, State 
Farm and Allstate Insurance Companies in opposition to House 
Bill 36 which is currently in the Senate Labor and Commerce 
Committee.

This bill, particularly as currently drafted is 
troublesome to our clients for a number of reasons. While 
driver improvement programs for the elderly should be 
encouraged, legislatively mandated insurance rate discounts 
should not. HB 36 mandates a minimal 5% premium reduction. 
The State of Alaska has not previously mandated specific 
rates, rate levels or rate values for insurance and to do so 
is, in fact, in contravention of the insurance rate law. AS 
21.39.010 et seq. If rate reductions or changes occur due to 
particular conditions, such as the taking of driver 
improvement courses, the law now requires that the credit 
should actually reflect the experience of the insurer or a 
group of insurers for t e persons who meet conditions for the 
particular crtlit. To the degree that a mandated credit 
cannot be actuarially justified, a subsidy is created. This 
is particularly ironic in light of recent studies indicating 
that the elderly are in better financial shape than other age 
groups. Attached is a March 2, 1987 Washinoton Times article 
underscoring thcso conclusions. In essence, if the minimal 5%
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ATTORNEYS AT LAW

reduction cannot be actuarially justified, other policyholders 
will have to subsidize the elderly and they are the class most 
able to pay.

Further, HB 36 could adversely impact the elderly 
drivers it now seeks to assist. For example, effective May 1, 
1987, State Farm will offer in Alaska a 10% discount to 
drivers between the ages of 50 and 65 with good driving 
records and no youthful drivers. This discount is based on 
current actuarial data. Allstate provides a similar 
discount. If this bill passes, it is possible that these 
programs with higher discounts to seniors would be abandoned 
in order to comply with the statutory minimal discount of 5%. 
This would be detrimental to the elderly drivers who could 
have had a 10% discount without the legislation.

In a competitive market, the price of automobile 
insurance will reflect costs more quickly and more accurately 
than in a non-competitive or controlled market such as the one 
that will be created if HB 36 passes. For these reasons, HB 
36 should not be enacted. If it is, in order to prevent 
inequities and the risk of creating a subsidy, no specific 
rate of percentage should be specified. Rather, section 1(f) 
should be amended to require that the insurer provide an 
"appropriate" or alternatively, an "actuarially justified" 
discount. The overwhelming majority of states which have 
enacted laws of this nature have used language similar to this 
rather than establishing a fixed or minimal percentage. 
Further, in order to minimize the risk of subsidy, the 
discount should be limited to apply only to bodily injury and 
property damage liability, medical payments and collision 
coverages as these are the only coverages that relate to an 
insured's driving ability and where diminished costs could be 
expected if there is an improvement in the driving records of 
this class of persons. In section f(3) we would request an 
amendment requiring that the course be taken within two years 
rather than three years prior to seeking the reduction.

We hope that upon careful consideration of these 
factors, you will agree that HB 36, particularly in its 
present draft should not be enacted.
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Please feel free to contact me if I may provide any 
additional information or answer any questions you or the 
committee members may have.

Sincerely

HUGHES/ THORSNESS/ GANTZ 
POWEtL & BRUNDIN^)

D P W / p l
0207B

Enclosure
cc: Senate Labor & Commerce

Committee Members
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COVER STORY

SUMMARY: Forge', the Image of retirement as the desperate years. 
People older than 65 constitute the nation's second-richest age group 
and are Increasingly able to maintain preretlremont standards of 
living. Despite this progress and a host of public and private programs, 
the elderly remain vulnerable In two areas: dealing with catastrophic 
Illness —  a problem that Is spawning proposals for federal legislation 
—  and paying the bowildoring cost of long-term care In nursing homes.

ontrary to popular myth. 
America’s senior citizens 
are not as a general rule 
eating dog lixxl in squal­
id apartments in declin­
ing. crime-ridden urban 
neighborhoods as they 

wp'* for the Social Security check to anise.
In fact. Americans over 65 are the 

second-richest age group in U.S. society. 
Only those Americans in the next-oldest 
age bracket, from 55 to 64, are better-off. 
I lie  assets of the aged are now nearly twice 
the median for the nation: 'lire median net 
worth o f their households in 1984 was 
$60,266, while the median for all Ameri­
cans was $32,677.

And it is not just assets and home equity 
that makes them wealthier. If one divides 
household income by the number o f  mem­
bers in the household, the elderly earn 
slightly more than the national average. 
More significant, the elderly household in­
come is greater than that for households 
headed by the youngest working Ameri­
cans, those under 25. Some economists say 
this marks the reversal of a historical trend: 
Workers traditionally have earned more 
money than retirees.

While there are still disadvantaged peo­
ple among the elderly, those over 65 have 
since 1982 reported a lower poverty rate 
than the population us a whole and are 
widening their advantage —  another rever­
sal of historical trends.

Some elderly continue to  save into re­
tirement ami do not reduce their assets, 
liven il one removes home equity (the big­

gest slice of most Americans’ wealth), the 
elderly had a median household net worth 
o f $18,790. The general population: 
57,783.

l ire  Federal Reserve Board's Survey of 
Consumer Finances for 1983 pinpoints the 
sources o f wealth for the elderly: More than 
half have savings accounts, with a median 
value o f  $2,400. Certificates o f deposit are 
held by 37 percent o f  elderly families, with 
a median value of $20,(XX). Stock holdings 
by 21 percent o f  the elderly have a median 
value o f  $I0,IXX), while money market ac­
counts, held by 18 percent, have a median 
value o f  SI 1,000.

It appears that more of the elderly have 
also achieved another important goal: 
Those with Social Security and a pension 
are more likely to maintain the standard of 
living they could afford when they worked, 
according to economist Hmily S. Andrews 
of the Hmployee Benefit Research Insti­
tute. She estimates the total o f all pension 
and Social Security income paid to retirees, 
government and private, to be $300 billion 
a year.

Overall, the economist says, "it’s a tre­
mendous success story. We have succeeded 
far more than we thought we would as a 
society" since government and private ef­
forts sought to reduce the 35 percent pov­
erty levels among the elderly in the 1950s.

What all this means is that the traditional 
"financial life cycle" o f  the elderly is being 
altered. The pattern has been that wealth 
peaks at the point at which people retire; 
low expenses and high equity combine to 
offer many [icople more financial freedom 
than they have ever had, the kind of free­
dom that allows for retirement in the first 
place. But traditionally, during the course 
o f retirement, that wealth has gradually 
been spent on living costs and health care, 
until a point at which most elderly people 
have declined into poverty. That pattern is 
now being broken lor many.

lire new self-sufficiency o f the elderly 
may be the best indicator o f their condition. 
More than ‘70 percent o f the elderly live

New self-sufficiency for the elderly: “ A 
good reflection of econom ic well-being"

PART 1

alone o r with their spouse. "This is a good 
reflection of economic well-being," says 
political economist Bruce Jacobs o f  the 
University o f  Rochester. He cites polls o f  
the aged by lam  Harris in both 1974 and 
1981 that report the elderly feel they are in 
belter shape than the rest o f  the country 
believes them to be.

1 low can this be? A number of factors 
reduce the cost o f  living for the eldcriy. lire  
elderly have lower tax rates. Fldcrly house­
holds ure smaller than those o f most work­
ing people: There are no children. Thus 
they need less to meet basic needs. They 
have no commuting costs, and clothing 
requirements are greatly reduced. Most o f 
the 73 percent who own their homes have
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paid o ff the mortgages so they have no 
monthly payment. Many o f  the others are 
more likely to live in subsidized public 
housing than the rest of the population.

The elderly are the primary beneficia­
ries o f federal social spending. 'Hie portion 
of the federal budget beneliting the aged 
has risen from (> percent to 30 percent since 
l% 0 . according to Kiln Ricardo-Camphell 
of the Hoover Institution. Rochester's Ja­
cobs calculates that the elderly received 
more than 75 percent of the $450 billion in 
social entitlements (those that are not 
means-tested) in the 1986 lederal budget, 
lie  estimates total spending on the aged to 
be about $350 billion, m ow than the entire 
defense budget, muiv than any other part 
o f the tederal budget.

How much retirement income is needed

to sustain a living standard? Paul R. West­
brook, a retirement planner with the New 
Jersey-based Buck Consultants Inc., says a 
retiree should have enough pension earn­
ings, interest and dividend income, and 
Social Security to equal 64 percent o f his 
preretirement income. (This is often re­
ferred to as the replacement rate, the rate 
at which retirement income replaces pre­
retirement income.)

Social Security alone usually cannot 
maintain a retiree's standard o f  living. 
Benefits average only 40 percent o f the 
replacement rale. 27 percent and less for 
those whose incomes were at the ceiling 
level for Social Security taxes. 'Hie average 
new beneficiary today is paid $-167 a 
month, or $5,604 a year. The highest pay­
ment for new beneficiaries is S792 a

month, $9,504 a year. The total income for 
a working couple now retiring is closer to 
S900 a month,

Part-time work, savings and pensions 
can close the gap for those who want to 
reach the replacement rate. Pensions are 
the key. Andrews has calculated that 37 
percent o f  retirees with families receive 
pensions. The average benefit is 55,315 a 
year, about $100 a week (these are the 
projected benefits for those recently retired 
and those about to retire, based on the 
records o f workers aged 55 to 61 in 1982). 
When added to typical Social Security 
earnings, these pensions nearly double the 
average income o f  retirees. Andrews pre­
dicts eventually 7 1 percent o f today's young 
workers will earn pension income when 
they retire, (Others worry that savings rates 
among the young may not be high enough 
and job  changes too frequent to provide the 
giHxl incomes of current retirees.)

One reason retirees can live on less 
money than the working population is that 
they pay lower taxes. Social Security, the 
base income for retirees, is not taxed for 
most recipients (singles earning less than 
$25,000 a year and couples erruing less 
than S32.000 a year). For others, no more 
than half o f the benefits are counted toward 
total taxable income.

Data from an income survey of the Bu­
reau o f the Census for 1984 re veals that 
those over 65 had average household in­
comes of $18,279 —  somewhat less than 
the nation's uvcrage household income of 
$27,464. But if that income is divided by 
the number o f household members, the 
elderly are a little better-off than the na­
tional average per household m em ber —  
$10,316 to $10,207.

Average per capita househo d income 
for those over 65 is higher than for all those 
under 45 —  those most likely to have chil­
dren and, thus, more people per household. 
For example, per capita income tor the 35 
to 44 age group was $9,616, wl ile for the 
25 to 34 group it was $9,147.

These data show that the distiibution of 
wealth and income has changed dramati­
cally since Social Security was created in 
1935, according to Rita Ricanlo-Camp- 
hcll. In those days the aged earned far less 
than working heads of households. Today 
"m ore than half o f all adults are paying 
more in Social Security taxes than in per­
sonal income tax," she says. These lower

iNsitarr m a k o i? mx?



incomes for young workers require boih 
spouses lo work, including 70 percent of 
women in their childbearing years.

All is not rosy for America’s elderly. 
Ricardo-Campbell found those over 85 "are 
still the poorest in society" The American 
Association o f  Retired Persons is con­
cerned about those who are near poverty. 
“ More than one in live o f the elderly," says 
the association’s Judy Shub, "are near or 
below the poverty line."

In 1985. the poverty level for the 55- 
and-oldcr group as a whole was lower than 
the national level: The national poverty rate 
was 14 percent but only 12 6 percent for 
those 65 and older. But since 8.3 percent 
of the elderly are also officially classified 
as "near poverty," that brings the total near 
or below the poverty line to 20.9 percent, 
compared with 18.7 percent for the nation.

This elderly poverty, however, may be 
overstated by official data, according to 
many economists, because it does not in­
clude a whole range o f government benefits 
and other mitigating factors. If their market 
value were considered part o f income, ben­
efits such as food stamps and public hous­
ing would lower the poverty rate for the 
elderly to 10.7 percent (and the nation's 
rate to 12.5 percent), according to June 
O ’Neill o f the U.S. Commission on Civil 
Rights, And if the market value o f all medi-

Lcisure tim e for those a t re tirem en t com m unities in M ary land  (left) and  F lorida

cal benefits given to the elderly are added, 
she says, the poverty rate for those over 65 
could bo as low as 2.9 percent (and 9.1 
percent for the nation).

Tho elderly may actually be earning 
more than they report. There’s a "strong 
likelihood" that some elderly people do not 
report their full income to the Internal Rev­
enue Service, presumably because (hey 
fear it may endanger their Social Security 
earnings, says Robert J. Myers, former ex­
ecutive director o f the National Com m is­
sion on Social Security Reform.

Myers cites a report by Mindy Upp in 
the January 1983 Social Security Bulletin 
which laimed that Social Security and IRS 
data indicate the elderly were earning more 
than they (old the Bureau o f  the Census in 
its surveys, The income was underreported 
by more than 4 1 percent, the report claims.

Elderly Outearn 
Youngest Fam ilies
A verage Incom e ot 
H o u seh o ld s  In 1984

/  Ago ol  Head Household Income per \ - [  \
' ot Household Income Membitr \ • 7 W J .

15to 24 $10,044 $7,151 V / V
25 to 34 26.176 9.147

35 to 44 33.309 9.646 /

45 to 54 36.003 11.43' 1

55 to 54 30.516 12 006 1 \
65 and ovor 18.270 10.316 w

National Aveiago $27,464 $10,207 \
SOURCE US Pj>u u oltt>«Cantu*

The Census Bureau estimates that the gen­
eral population underreports its income to 
the bureau by about 10 percent.

T he elderly who did not work long 
enough to cam  a reasonable Social Security 
benefit are for the most part covered by 
Supplemental Security Income and M ed­
icaid (a means-tested benefit, unlike M edi­
care). This leaves two major problem areas: 
catastrophic illnesses and long-term health 
care in nursing homes.

O f the two, the more threatening is long­
term health care. Very few older Americans 
can afford any protracted stay in a nursing 
facility, primarily because they are not in­
sured for it. Many people believe that such 
stays are covered by Medicare. They aren 't, 
except in som e very narrowly defined 
cases. “The threat o f  impoverishment is 
high for those facing either a long-term 
health problem or nursing home stay," says 
Marion Bin Lcwin, a health care analyst for 
the American enterprise Institute. Since 
nursing home care costs about S30.0CX) a 
year, it can quickly deplete the net wealth 
o f most o f the aged.

A recent study by the Harvard Medical 
School has discovered the stark reality that 
faces the uninsured. Surveying those 75 
and older who lived alone in M assachu­
setts, the researchers lound that 46 percent 
of them would be reduced to poverty after 
13 weeks in a nursing home. At the end o f 
two years, 80 percent to 90 percent would 
be in the metaphorical pm rhousc.

Some elderly Americans have been 
forced deliberately to pauperize themselves 
to qualify lor Medicaid. Peter J. Ivm ini, 
an adjunct scholar with the Cato Institute, 
estimates that I .(XX) patients a year exhaust 
their insurance and then begin the process 
o f spending their assets, According to the 
Health Cure Financing Administration, 
half o f all M edicaid spending goes for those 
who went into a nursing home with some 
financial resources but later spent their as­
sets down to poverty and became qualified 
for Medicaid.

These expenses arc not currently in­
curred at all for 80 percent o f the old and

to i v s i r .m  m v u m m  m o



High cost m eans few o f the aged can afford any lengthy stay in a nursing  hom e.

infirm, Ixicause they arc Fieing cared for at 
home by relatives and friend*, according to 
lilue Cross and Blue Shield Association 
spokesman Charlotte Crenson. Or. increas­
ingly, the neeil can bo covered by private 
insurance. A lew years ago, very few com ­
mercial insurance companies offered long­
term health care insurance; today there are 
30 to -t() companies. Insurance companies 
have discovered that add' ig at-home health 
care and nursing home day care to their 
“nursing home" policies encourages work­
ing people to sign up lor the policies.

[ ravclcrs Insurance Cos. is 
one o f  the latest insurers to 
join the list o f those o tter­
ing this kind o f  policy. It 
will introduce its first 
long-tcnn health care poli­
cies in the coming weeks 

as an employee-paid benefit at companies 
that cany its group health policies. Workers 
will also be able to sign up their parents. 
The monthly premium is $10 for workers 
in their late 4()s but rises to S I50 for those 
75 years old,

Benefits will include $50 a day liir nurs­
ing home care or $25 lor day care only at 
a nursing facility. The policy will also cover 
visits o f nurses, therapists or home health 
aides who help the inlimi perform such 
tasks as bat.nng. eating anil dressing. It has 
a maximum lifetime benefit o f $75,000.

In some respects, the maximum (xiten- 
tial costs for the worst cases o f extended 
nursing home care may l>e "an uninsurablc 
risk," according to Myers, fo r  this reason 
such insurers us Blue Cross and Blue 
Shield have approached the market cau­
tiously. They do not want to encourage 
those already caring lor the aged infirm to 
dump them in nursing homes.

Hie unmet need in the field of cata­
strophic health insurance is much more 
manageable, but the debate is more heated, 
lefrara helps clarity the issue by defining 
the unmet need lairly precisely. He es­
timates that 70 percent of the elderly are m 
large pan covered tor catastrophic ill­

nesses through "m edigap" policies that 
cover most o f the medical costs not covered 
by Medicare. Medicare Pan A (hospital 
costs) is taken from Social Security as a 
paid-up benefit at retirement. Medicare 
Part B (doctor bills or Supplemental Medi­
cal Insurance) is optional and costs $17.90 
a month. Most retired people pay the pre­
mium.

This leaves 30 percent o f the population 
outside Medicare and medigap policies, 
Half o f  those are covered by Medicaid. 
Iliat leaves about 15 percent o f the elderly 
population noi covered. These are the peo­
ple who need assistance, according to Ber­
nard R. Tresnowski, president o f the Blue 
Cross and Blue Shield Association. He 
identifies them as "individuals and families 
with incomes too low to enable them to 
at lord private coverage but too high to lie 
eligible lor Medicaid."

President Reagan has brought the issue 
o f  catastrophic health insurance before the 
nation in lus last two State o f  the Union 
addresses. I le asked the secretary o f health 
and human services, Otis R. Bowen, to 
make a proposal for a government program.

Bowen recommended federal insur­
ance. to cost retirees less than $5 a month. 
Reagan endorsed Bowen's pro|x>sal Feb. 
12, despite opposition within the adm in­
istration. Observers had expected the pres­
ident to o iler a plan that would keep private 
insurance efforts intact.

Age and Poverty
Ag

Population
In
Thousands

Poor by 
Curronl 
Standard

Poor by 
"Market 
Value"*

Undor 6 21,631 23 0% 16 2%

6 lo 17 41,245 19 5% 12 5*.

ID to 24 27,112 16 5% 13 t%

?5lo44 74,560 10 6% 7 6%

45 to 64 44,723 9 5% 6 5%

65 or older 27.322 12.6% 2,9%

Total 236.594 140*/. 9 1%

•  A<M» M « r « i n o n c « h  lood howling and m «<Xal 
BoodM i  SO URCE: U  S B u io . u o l t t n C . r i i u i  IM S

Tresnowski, a member o f Bowen’s task 
force on such insurance, objects to the fact 
(hat the plan would nationalize the entire 
private insurance market for catastrophic 
illnesses just to meet the needs o f  a small 
segment o f  the elderly population.

lie  and others fear this could open the 
door for Congress eventually to cover all 
long-term health care (including nursing 
home stays) before the private market can 
grow to meet most o f that need. I laving the 
government pay all long-term health care 
not covered by current insurance, Ferrara 
says, would probably increase the present 
$20 billion a year spent by the federal gov­
ernment to as much as $50 billion.

Since Medicare trust funds may be de­
pleted as early as the 1990s to meet pro­
jected needs, placing any additional strains 
on the system would lie problematic. But 
some congressional liberals call the presi­
dent’s plan inadequate: Rep. Claude Pep­
per, a F-lorida Democrat, said it failed to 
address the more serious issue o f nursing 
home care.

Marion lx w in  thinks the government 
might avoid nationalizing insurance cover­
age hy providing a voucher or subsidy for 
private medigap insurance for those who 
c;<: it afford it. This could very well fore­
stall an enormous new burden on the fed­
eral budget and younger workers at a lime 
when neither can alford it.

So far, the U.S. public has not balked ut 
expanding programs for the elderly. Since 
Social Security is viewed as an insurance 
program, people "feel they paid for it be­
cause they contributed to it," says Jacobs. 
But “what they are getting back today in 
the form o f Social Security and other bene­
fits is iKtvveen twxi and three times as much 
as what their contributions could have 
earned if they had been invested in the 
private sector." 11c says today’s workers arc 
paying for this income transfer with lower 
net earnings.

These social costs will almost certainly 
bo exacerbated by any expensive new pro­
gram o f government-sponsored catastroph­
ic health insurance, particularly at a time 
when some younger workers are less well- 
off than those they will be sup|x>ning.

Jacobs thinks it is lime to ask a few 
pointed questions about all the government 
spending on the elderly: "Is it enough? Is 
it tixi much? If wc spend so much, why do 
we still have some very jxxir? Why do we 
still have some w ho can't pay their medical 
hills?" Hie government. Fie believes, lias 
simply failed to “target the money to tlic 
people who need it most."

— Robert England

!M I • * il • i»iv*
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(907) 586-1325 105 MUNICIPAL WAY, SUITE 301 
IUNEAU, ALASKA 99801

TO: S e n a t o r  T i m  Kelly, C h a i r

M e m b e r s  of th e S e n a t e  L a b o r  a nd  C o m m e r c e  C o m m i t t e e

FROM: S c o t t  A. Bu rgess, E x e c u t i v e  D i r e c t o r

DATE: A p r i l  29, 1988

SUB J E C T :  H B  45 - A l a s k a  B i d d e r  a n d  P r o d u c t  P r e f e r e n c e s

T h e  A M L  o p p o s e s  CS for HB 45 .Finance) and a n y  p r o p o s e d  CS w h i c h  i nc lu de s 

m u n i c i p a l i t i e s  in the r e q u i r e m e n t s  to giv e p r e f e r e n c e s .  W h i l e  the A M L  

s u p p o r t s  local h i r e  a n d  A l a s k a  pr o d u c t s ,  it c a n n o t  su p p o r t  a state m a n d a t e  

tha t  p o t e n t i a l l y  i n c r eas es  the c os t  of d o i n g  bu si ne ss.  The  A M L  r eq u e s t s  

tha t  the b i l l  n o t  p a s s  o r  t ha t  the  l a n g u a g e  i n c l u d i n g  m u n i c i p a l i t i e s  be 

d e l e t e d .  A s  i nt ro duced, H B  45 d i d  n o t  a p p l y  to m u n i c i p a l i t i e s .

M u n i c i p a l i t i e s  h a v e  s u f f e r e d  s i g n i f i c a n t  r e d u c t i o n s  in f e der al  a n d  state 

f i n a n c i a l  a s s i s t a n c e  w h i l e  at the same time t h e y  h av e  e x p e r i e n c e d  

p o p u l a t i o n  g r o w t h  and i n c r e a s e d  r e s p o n s i b i l i t i e s  i.e. costs. F e d e r a l  and 

st a t e  g o v e r n m e n t s  ha v e  told m u n i c i p a l i t i e s  to d o  m o r e  w i t h  less and yet 

this p r o p o s e d  l e g i s l a t i o n  c o u l d  p o t e n t i a l l y  i n c r e a s e  the cost of p r o d u c t s  

an d s e r v i c e s  from  one  p e r c e n t  to s e v e n t e e n  p e r c e n t  or higher, not 

i n c l u d i n g  the c o s t  of a d m i n i s t r a t i o n  a n d  p o t e n t i a l  liability.

A l a s k a  m u n i c i p a l i t i e s  s u p p o r t  l ocal hire, local b u s i n e s s e s  a n d  local 

p r o d u c t s .  T o  th a t  end, s eve ra l m u n i c i p a l i t i e s  ha v e  lo cal  p r e f e r e n c e s  for 

p u r c h a s e s  and  h i r i n g  w i t h i n  the m u n i c i p a l i t y .  T h e s e  true  "local" hire 

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

th a n  s ta te p r e f e r e n c e s .  In ad di tio n,  the y b e n e f i t  th e sp ec i f i c  

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

c o n t r a c t o r  h i r e d  from on e m u n i c i p a l i t y  d o e s  no t d o  a n o t h e r  A l a s k a n  

c o m m u n i t y  as m u c h  good a; w h e n  t h a t  p r o d u c t  or c o n t r a c t o r  is p u r c h a s e d  o r  

h i r e d  locally. Th e p r o p o s e d  l e g i s l a t i o n  p r o v i d e s  'or no e x c l u s i o n  o r  

c r e d i t  for local p r e f e r e n c e s .

A n o t h e r  m a j o r  p r o b l e m  is the c u m u l a t i v e  n a t u r e  o f  the p r e f e r e n c e s .  The  

e x i s t i n g  p r e f e r e n c e s  and the o ne s  a d d e d  and  e x t e n d e d  by  HB 45 w o u l d  b e  

cu m u l a t i v e !  It is u n c l e a r  but, p r e s u m a b l y ,  these p r e f e r e n c e s  w o u l d  als o 

b e  a d d e d  to local p r e f e r e n c e s .  T h e s e  p r o v i s i o n s  c o u l d  re su lt in 

s i g n i f i c a n t l y  h i g h e r  costs. A t  so m e  poi nt,  the b e n e f i t s  of A l a s k a  h i r e  or 

p r e f e r e n c e s  ex c e e d  the b e n e f i t s  of p r o v i d i n g  se rv i c e s  and p r o d u c t s  at the 

lo w e s t  co s t  to th e taxpayer, a n d  c o m p e t i t i o n  in the free m a r ke tpl ac e.

MEMBER OF THE NATIONAL LEAGUE OF CITIES AND THE NATIONAL ASSOCIATION OF COUNTIES



S e n a t e  L a b o r  and  C o m m e r c e  C o m m i t t e e  re HB 45 

A p r i l  29, 1988 

P a g e  2

T h e  l e g i s l a t i o n  als o e x t e n d s  p r e f e r e n c e s  to m u n i c i p a l  e n t i t l e m e n t  m on i e s  

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

m u n i c i p a l i t i e s  w i t h o u t  " s t ri ng s"  to be spe nt  b y  c o m m u n i t i e s  on 

l o c a l l y - d e t e r m i n e d  p r i o r i t i e s .  T h e  l e g i s l a t i o n  a l s o  w i l l  r es u l t  in m o r e  

c o m p l i c a t e d  p u r c h a s i n g  p r o c e d u r e s  a n d  ad d s  l i a b i l i t y  l a n g u a g e  f o r  not 

g r a n t i n g  the p re fer e n c e s .

Ag ai n ,  u n d e r  the p r o v i s i o n s  for m a x i m u m  local c o n t r o l  in the  A l a s k a  

C o n s t i t u t i o n  and the p o t e n t i a l  for i n c r e a s e d  c os ts  for m u n i c i p a l i t i e s  in 

the face of d e c l i n i n g  f e de ra l and s t a t e  assistance, the A M L  o p p o s e s  C SHB 

45 (Finance) and, s pe c i f i c a l l y ,  its e x p a n s i o n  of  p r e f e r e n c e s  and t he ir  

a p p l i c a t i o n  to m u n i c i p a l i t i e s .  T h a n k  you.
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5-030 7P
Ba nnister
A/29/8 8

O r i gi na l  sponsors: Donley, Grusse nd or f,
Gruen be rg , et al.

IN THE H O U S E
BY THE  L A B O R  AND 
C O M M E R C E  C OM MITTEE

SENA TE  CS F OR  CS F O R  H O U S E  BIL L NO. 45 (L&C)

IN THE L E G I S L A T U R E  OF  T H E  STATE 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  - S ECOND  S E S S I O N

A BI L L

For an Act entitled: "An Act r e l at i ng  to an A l a s k a  bu si ne s s b id de r  prefer-

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

* S e c t i o n  1. FI ND I NG S  A N D  PURPOSE. (a) The le gi sl a tu re  finds that due 

to the st ate 's n o n c o n t i g u o u s  ge ogr a ph ic  lo ca ti o n and u n i q u e  climate, b u s i­

ness d e a l i n g s  w i t h  n o n - A l a s k a n  firms p r o d u c e  a d m i n i s t r a t i v e  expenses not 

c o m m o n l y  incu rr e d in b u s in e ss  dealings w i t h  r e s i d e n t  businesses.

(b) The purp o s e of the A l a sk a  b u s i n e s s  b i d d e r  p r ef er e n c e  w h e n  the 

state acts as a m arket pa r ti c i p a n t  is to r educ e state a dm i ni s t r a t i v e  costs, 

s tr e ng th e n the state's tax and rev en u e base, e n c o u r a g e  local industry, 

reduce the social ills create d by u n e m p l o y m e n t  and an u n s t a b l e  economy, and 

to s t r e n g t h e n  and st abilize  the st ate's economy'.

* Sec. 2. AS 36.15. 050(e) is amen d ed  to read:

(e) An  in te re st e d p ar ty f, AS D E F I N E D  IN AS 36.30.699,] m a y  seek 

a d m i n i s t r a t i v e  or ju di c ia l r e v i e w  of the a w a r d  of a c o nt ra ct in v i o l a­

tion of this se ction and m ay  r e c o v e r  da mages and seek other reme di es 

p r o v i d e d  by  law for the v i o l a t i o n  o f  this section, ex ce pt  that the 

p ar t y m a y  not recove r lost p r o f i t s .

* Sec. 3. A S  36 .15.050(g) is am en d e d to read:

(g) In this section,

(1) " a g r ic u lt u ra l p r o d u c t s "  includes, but is not limited 

to, dairy  produ ts, timber and lumbe r h a r v e s t e d  in the state and

ence, an A l a s k a  p r od u c t s  p refer en ce , and to p r o c u r e­

ment in volving  state money; and p r o v i d i n g  for an 

ef fe c ti v e date."

SCS CSHB 4 5 (L&C)
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p r o du ct s  m a n u f a c t u r e d  in the state fr om timber and lumber that has 

been h a r v e s t e d  in the state;

(2) " i nt e r e s t e d  party" has the mean i ng  g iv e n in AS 36.30.-

699;

(3) "sta te m o ne y " includes state grants and r e i m bu rs e me n t 

to m u n i c i p a l i t i e s ^  [AND] school d i s t r i c t s , and o th e r entit ies for 

school or r e l a t e d  construction, f oundati on  funding for education, 

m u n i c i p a l  assis ta nc e, re ve nu e sharing, and state funds for capital 

p r o j e c t s .

* Sec. 4. AS 36.30.170(b) is rep e a le d and reenacted to read:

(b) W h e n  a w a rd i ng  a contract b as ed  on solicited bids, the p r o­

curemen t o f f i ce r  shall d e te rm ine the lowest r es po nsible and respo nsive 

b id d er  after a p p l y i n g  the pr e fe r e n c e  applicable to the b i d  und er 

AS  36.30.322 - 36.30.3 38  and after a p p l y i n g  the fo l lo w i n g  pref er e nc e  

to the bid of  each Alaska  bidder:

(1) one percent, w h e n  the lowest n on r es i de n t bid de r' s bid 

is 2 1 0 ,0 0 0, 0 00  or more;

(2) two percent, w h e n  the lowest n onres id en t bidde r' s bid 

is more  than $500,000 and less than $10,000,000;

(3) five percent, w h e n  the low es t nonre s i de nt  bi dder's bid 

is mo re than $100,000 and $500,000 or less; or

(4) 10 percent, wh en  the lowest n o nr e s i d e n t  bi d de r 's  bid  is

$100,000  or less.

* Sec. 5. AS 36.30.170(c) is amended to read:

(c) N o t w i t h s t a n d i n g  (b) of this section, if [IF] a b i d d e r  q u a l­

ifies u n d e r  (e) [(b)] of this se ction as an Alaska bidder, is o fferi ng  

services through an employ me n t p r o g r a m  as defined u nd e r AS 36.30.- 

100(c), and is the lowest r es p on s i b l e  and respons iv e b i d d e r  after 

r e c e i v i n g  a 10 pe rce nt p r e fe re n ce  [WITH A BID THAT IS NOT M O R E  TH AN  10
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PERCEN T H I G H E R  TH AN  T H E  L O W E S T  BID OF A NONRESIDENT1 , the p r o c u r e m e n t  

officer shall award the co ntract to that bidder.

* Sec. 6. AS 36.30.170 is amen d ed  by a d di n g a n ew s u b s e c t i o n  to read:

(e) In this section, "Alaska b i d d e r "  means a p e r s on  w h o

(1) holds a current A l a s k a  business license;

(2) does m o r e  than $ 1 ,0 0 0, 00 0  worth of  a nnual  b u s i n e s s  in

the state or performs m o r e  than 50 percent of the p e rs o n ' s  annu a l 

business in the state, w h i c h e v e r  is less;

(3) has m a i n t a i n e d  a p e r m a n e n t  place of b u s i n e s s  in the

state staffed by the b i d d e r  or an e m p lo ye e  of the b i d d e r  for a p e r i o d

of six mo nt hs  immed ia te ly p r e c e d i n g  the date cf the bid;

(A) submits a bid for goods or services u n d e r  the nam e that 

appears on  the per so n' s current A l a s k a  business license;

(5) is i n co rp o ra t ed  or q u a l i f i e d  to do b u s i n e s s  u n d e r  the

laws of the state, is a sole p r o p r i e t o r s h i p  and the p r o p r i e t o r  is a 

resident of the state, or is a p a r t n e r s h i p  anc all p a r tn e rs  are r e s i­

dents of the state;

o) if a joint vent ure, is composed e n t i r el y  of p e r so n s w h o

qualify u nd e r (1) - (5) of this subsection; and

(7) is an Alas k a  d o m es t ic  insurer, if the co n tr a c t  is 

i n su r an c e- r el at e d and the p r o c u r e m e n t  is based on s o l i c i t e d  bids.

* Sec. 7. AS 36.30.250(b) is am en de d to read:

(b) In de te rm i ni n g w h e t h e r  a proposa l is a d v a n t a g e o u s  to the 

state, the procurem en t o f f i ce r shall take intc account, in a c c o r d a n c e  

w it h  re gulations of the commissi on er , w h e th er  the o f f e r o r  q u a l i f i e s  as 

an Alas k a bidder un d er  AS 36.30 .170(e)  (AS 36.30.170(b)] or is o f f e r­

ing the services of an em p lo y me n t p r o g r a m  as d e f in e d in AS 36.30, 

100(c).

* Sec. 8. AS 36.30.850(e) in am ended to read:
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(e) AS 36.30. 17 0 and 36.30.322 - 36.30.338  a p p l y  [APPLIES] to 

all [INSURANCE] contracts involving state monev, in cl u di ng  state 

grants and re i mb ur s em e nt  to m u n i c i p a li t ie s,  school districts, and 

other entities for school or re lat ed co nstruction, foun da ti on funding 

for education, m u n i c i p a l  assistance, re ve nu e  sharing, and state funds 

fo r capit al  p r o j e c t s .

* Sec. 9. AS  36.30 is amended by ad di ng a n e w  section to read:

Sec. 36.30.895. C OM BI NATION OF  P R E F E R E N C E S . In the e v al u at io n  

of  a b i d  or proposal, if a contr ac tor q ua l if ie s for an Alas ka  b i d d e r  

p re fe re nc e  unde r AS 36.30.170(b) or (c) and is also ent i t le d to an 

A l a s k a  prod uc ts  pre fe r en ce  under AS 36 .3 0.328 for a contract, the 

p r oc u r e m e n t  of f ic e r shall for the pur po s e of e v a l u a t i o n  decrease  the 

bid or proposal price bv the total o f  the two ap pl i c a b l e  p e r c e n t a g e  

p r e f e r e n c e s .

* Sec. 10. AS 36 .30.900 is amended to read:

Sec. 36.30.900. PREFERENCE FOR A L A S K A  PRODUCTS. This ch a pt e r 

does not m o d i f y  AS 36.15.010 and 36 .1 5 .0 2 0 r e g a r d i n g  p r e f e r e n c e  for 

A l a s ka  forest products, or AS 3 6. 1 5. 0 50  and 3 6 . 1 5 . 0 6 0 ^  r e g a r d i n g  

p r e f e r e n c e  for Al as k a  agricultural and fisheries p ro d u c t s  [, E XC E PT  AS 

P R O V I D E D  IN AS 36.30.170(b) ANT ( c )].

* Sec. 11. AS  36.30.170(d) is repealed.

* Sec. 12. This Act takes effect J a n u a r y  1, 1989.
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TO: Se nator T i m  Kelly, Chair
Senate La bor & Commerce Committee

FROM: Theresa L. Ba nnister
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This memo acc om panies  the draft that you re q ue st ed  for 
SCS CSHB 4 5 (L&C).

Pl ease be aware that the Alaska bi dd e r prefe re nc e pro vi si ons 
of the draft raise federal and state constitu ti on al 
questions. These questions are not raised initially by any 
change that you have re qu ested in this draft. The probl em s 
are b as ed on the federal privi le ge s and immunities clause of 
the federal co nstitu ti on  and on the equal p r o t e c t i o n  clauses 
of  the state and federal constitutions. Since you are 
pr ob a bl y  very much aware of the nat ur e of these problems, I 
wil l not discuss them further in this memo. However, if you 
wis h a dd it io nal information, please advise.

In sec. 8 on page 3 at line 10, you m ay w i s h  to c on si der 
r ep lacing the word "inv ol vi ng" w i t h  "finan ce d e n ti r e l y  or 
pa rt ia ll y by". The purpose of this change w o u l d  be to e l i m­
inate the interpretive problems that could arise w i t h  " i n­
volving". The AG's office noticed the probl em  and suggested 
"financed". If you wish to make the change, please advise.

If I may be of further assistance, please advise.
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5-0307 P

B an n is te r
4/ 2 8/ 8 3

Or ig i na l sponsors: Donley, Grussendorf,
Gruenberg, et al.

BY THE L A B O R  AND
IN T H E  HO U SE  C O M M E R C E  C O MM IT T EE

SENATE CS F O R  CS FOR HOUS E BILL NO. 45 (L&C)

IN T HE L E G I S L A T U R E  OF T HE  STATE 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  - SECO ND S E S SI O N

A  BILL

For an  Ac t  entitled: "An Act r e l a t i n g  to an A l a s k a  b u s i n e s s  b i d de r  p r e f e r­

ence, an A l a s k a  pro ducts pref erence, and to p r o c u r e­

men t  in vo lv ing state mo ne y ."

BE IT EN AC T ED  BY THE L E G I S L A T U R E  OF T H E  STATE OF ALASKA:

* Se ction 1. F I N DI NG S  A N D  PURPOSE. (a) The l e g i s l a t u r e  finds that due 

to the state's n o n c o n t i g u o u s  g e og ra p hi c  location and u n i q u e  climate, b u s i­

ness dealings wi t h n o n - A l a s k a n  firms produce a d m i n i s t r a t i v e  e x pe n s e s  not 

c om mo nl y incur re d in b u s i n e s s  deal in gs  w i t h  r esid en t busine ss es .

(b) The purpose of the A l a s k a  business bidd er p r e f e r e n c e  w h e n  the 

state acts as a mar ke t p a r t i c i p a n t  is to reduce state a d m i n i s t r a t i v e  costs, 

s tr e ng t h e n  the state's tax and revenue base, e n c o ur a ge  local industry, 

re du c e the social ills cre a te d by  unemp lo y me n t and an u n s t a b l e  economy, and 

to st re n gt h en  and st a bi li ze the state's economy.

* Sec. 2. AS 36.15.050(e) is am ended to read:

(e) An in te re st e d p ar t y (, AS DE FI NE D  IN AS 36.30.699,] m a y  seek 

a d m i n i s tr a ti v e or ju di c ia l r ev ie w  of the aw a rd  of a co n tr a ct  in v i o l a­

tion of this se ction and m a y  recov er  damages and seek other reme dies

p ro v i de d  by law for the v i o l a t i o n  of this section, exce p t that the

pa rty may not re co ver lost p r o f i t s .

* Sec. 3. AS  36.15. 050(g) is amende d to read:

(g) In this section,

(1) "a gr i c u l t u r a l  pr o d uc ts "  includes, but is not li mited 

to, dairy products, tim be r and lumber h a r v e s t e d  in the state and 

pr oducts m a n u f a c t u r e d  in the state from timber and lumber that has

-1- SCS CSHB 45(L&C)
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WORK DRAFT WORK DRAFT WORK DRAFT

b e e n  h a r v e s t e d  in the state;

(2) "intereste d p a rty" has the meaning R i v e n  in A S  36.30.-

699;

(3) "state m o n e y "  includes state grants and reimb ursement 

to m u n i c i p a l i t i e s ^  [AND] school d i s t r i c t s , and other  entities for

school or related construction, foundation f u nding for education,

m u n i c i p a l  assistance, revenue sharing, and state f u n ^  for capital 

p r o j e c t s .

* Sec. 4. A S  36.30.170(b) is repealed and reenacted to read:

(b) When awarding a contract based on s o l i cited bids, the p r o­

curement office r shall determine the lowest responsible and responsive 

b i d d e r  after applying the prefe r e n c e  applicable to the bid under 

AS 3 6.30.322 - 36.30.338 and after applying the f o l l o w i n g  preference 

to the bid of each A l a s k a  bidder:

(1) one percent, w h e n  the lowest n o n r e s i d e n t  bidder's bid

is $10,000,000 or more;

(2) two percent, when the lowest n o n r e s i d e n t  bidder's bid

is m o r e  than $500,000 and less than $10,000,000;

(3) five percent, w h e n  the lowest n o n r e s i d e n t  bidder 's bid 

is mor e than $100,000 and $500,000 or less; cr

(4) 10 percent, w h e n  the lowest n o nres ident bidder's bid is

$ 100,000 or less.

* Sec. 5. AS 36.30.170(c) is ame nded to read:

(c) N o t w i t h s t a n d i n g  (b) of this section, if [IF] a bidder q u a l­

ifies under (e) [(b)] of this section as an Alaska bidder, is offering 

services through an e mplo yment p r o gram as defined u n d e r  AS 36.30.- 

100(c), and is the lowest responsible and r e s p o n s i v e  bidder after 

r e c e i v i n g  a 10 percent p r e f e r e n c e  [WITH A BID T H A T  IS N O T  M O R E  THAN  10 

P E R C E N T  H IGHER THAN THE L O W E S T  BID OF A NONRESIDENT], the procurement

SCS CSHB 4 5 ( L& C ) - 2 -
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o f fic er shall award the c o n tract to that bidder.

* Sec. 6. AS 36.30.170 is a m e n d e d  b y  adding a n ew s ubsection  to read:

(e) In this section, "Alaska bidder" means a p e r s o n  who

(1) holds a current A l a s k a  business license;

(2) does more than $ 1 , 0 0 0 , 0 0 0  wor th of a nn ual b u s i n e s s  in

the state or performs m o r e  than 50 p e rce nt of the p e r s o n ' s  annual 

b u s i n e s s  in the state, w h i c h e v e r  is less;

(3) has m a i n t a i n e d  a p e r m a n e n t  place of b u s i n e s s  in the

state s t affed b y  the bidder or an emplo y e e  of the b i d d e r  for a period

of six m o n t h s  i m mediate ly p r e c e d i n g  the date of the bid;

(4) submits a bid for goods or services und er the n a m e  that 

appears on the person's current  A l a s k a  business license;

(5) is inco rp o r a t e d  or q u a l i f i e d  to do busi n e s s  u n d e r  the

laws of the state, :s a sole p r o p r i e t o r s h i p  and the p r o p r i e t o r  is a 

r e s i d e n t  of the state, or is a p a r t n e r s h i p  and all p a r t n e r s  ar e r e s i­

dents of the state;

(6) if a joint venture, is composed entirely of p e r sons who

q u a lify under (1) - (5) of this subsection; and

(7) is an A l a s k a  domestic insurer, if the c o n t r a c t  is

in s u r a n c e - r e l a t e d  and the procur e m e n t  is based on solic i t e d  bids.

* Sec. 7. AS 36.30.250(b) is a m e n d e d  to read:

(b) In determining w h e t h e r  a p r o p o s a l  is a d v a n t a g e o u s  to the 

state, the p r ocuremen t o f f i c e r  shall take into account, in a ccor dance 

w i t h  r e gulations of the commissioner, w h e t h e r  the o f f e r o r  q u a l i f i e s  as 

an A l a ska b idder under AS 36.30.170(e) [AS 36.30.170(b)] or is o f f e r­

ing the services of an e mployme nt p r o g r a m  as defined in AS 36.30.- 

100(c).

* Sec. 8. AS 36.30.850(e) is a m e nded to read:

(e) AS 36.30.170 and 36.30.322 - 36.30.338 apply [APPLIES] to

-3- SCS CSHB 4 5 (L&C)
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all [INSURANCE] contracts i n v o lving state money, i n c l u ding state 

grants and r e i m b u r s e m e n t  to m u n i c i p a l i t i e s ,  school districts, and 

o ther entities  for school or r e l a t e d  construction, f o u n d a t i o n  funding 

for education, m u n i c i p a l  assistance, revenue sharing, and state funds 

for capital p r o j e c t s .

* Sec. 9. AS 36.30 is a m e n d e d  by a ddi ng a n e w  section to read:

Sec. 36.30.895. C O M B I N A T I O N  O F  PREFERENCES. In the evaluat ion 

of a bid or proposal, if a c o n t r a c t o r  qualifies for a n  A l a s k a  bidder 

p r e f e r e n c e  und er A S  36.30.1 70(b) or (c) and is also e n t i t l e d  to an 

A l a s k a  p r o du cts p r e f e r e n c e  u n d e r  A S  36.30.328 for a contract, the 

p rocur e m e n t  o f f i c e r  shall for the p u r pos e of e v a l u a t i o n  decre a s e  the 

bid or p r o p o s a l  price by the total of the two applicabl e p ercenta ge 

p r e f e r e n c e s .

* Sec. 10. AS 36.30.900 is a m e n d e d  to read:

Sec. 36.30.900. P R E F E R E N C E  F O R  A L A S K A  PRODUCTS. This chapter 

does not m o d i f y  A S  36.15.01° and 3 6 . 15.020 r e g a r ding p r e f e r e n c e  for 

A l a s k a  forest products, or AS 36.15.050 a nd 3 6 . 1 5 . 0 6 0 ^  regarding 

p r e f e r e n c e  for A l as ka a gricu l t u r a l  and fisheries p r o d u c t s  [, E XCEPT AS 

P R O V IDED IN AS 36.30.170(b) AND ( c ) ].

* Sec. 11. AS 36.30.170(d) is repealed.

SCS CSHB 4 5 ( L&C) - A -
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B a n n i s t e r
4 / 28/ 88

Origina l sponsors: Donley, Grussendorf,
Gruenberg, et al.

BY THE L A B O R  AND
IN THE H OUSE COMMER CE COMMITTEE

SENATE CS FOR CS FOR HOUSE BILL NO. 45 (L&C)

IN THE L E G I S L A T U R E  OF THE STATE OF A LAS KA 

FI F T E E N T H  L E G I S L A T U R E  - SECOND SESSION

A  BILL

For an Act entitled: "An Act relating to an A l a s k a  business b idder  p r e f e r­

ence, an A l a s k a  products preference, and to p r o c u r e­

men t  involving state m o ney. "

BE IT ENACTED BY THE L E G I S L A T U R E  OF THE STATE OF ALASKA:

* S e ction 1. FIN DINGS A N D  PURPOSE. (a) The le gislature finds that due 

to the state's noncon t i g u o u s  g eograph ic location and unique climate, b u s i­

ness dealings w i t h  n o n - A l a s k a n  firms produce adm ini s t r a t i v e  expenses not 

commc..ly incur r e d  in business dealings w i t h  resi dent businesses.

(b) The purpose o f  the A l a s k a  business b id der p r e f e r e n c e  w h e n  the 

state acts as a m arke t p a r t i c i p a n t  is to reduce state admini s t r a t i v e  costs, 

s t r e n g t h e n  the state's tax and revenue base e n c o urage local industry, 

r e duc e the social ills created by unemploymen t and an u n s t a b l e  economy, and 

to st rengthen and stabilize the state's economy.

* Sec. 2. AS 36.15.050(e) is amended to read:

(e) A n  interested p arty [, AS DEFINED IN AS 36.30.699,] m a y  seek 

admini s t r a t i v e  or j u d i c i a l  r e v i e w  of the ^ward of a contract in v i o l a­

tion of this sectio n and m a y  recover damages and seek other remedies 

p r o vided b y  law for the v i o l a t i o n  of this section, except: that the 

party may not r e cover lost p r o f i t s .

* Sec. 3. A S  36.15.050(g) is a m e nded to read:

(g) In this section,

(1) "agricultura l produ c t s "  includes, but is not limited 

to, dairy products, timber and lumber h a r v e s t e d  in the state and 

products m a n u f a c t u r e d  in the state from timber and lumber that has

-1- SCS CSHB 45(L&C)
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been h a r v e s t e d  in the state;

(2) "interested p a r t y 1* has the m e a n i n g  g iven in AS 36.30.-

699;

(3) "state m oney" includes state grants and r e i m b u r s e m e n t

to m u n i c i p a l i t i e s ^  [AND] school d i s t r i c t s , and other entities for , 

school or r e lated construction, found ation fund ing for education, 

m u n i c i p a l  assistance, revenue sharing, and state funds for capital 

p r o j e c t s .

* Sec. 4. AS 36.30.170(b) is repea l e d  and re enacted to read:

(b) When awarding a contract based on s o l i cited bids, the p r o­

curement officer shell determine the lowest r esp onsible and responsive 

bidder after applying the preference applicable to the bid under 

AS 36.30.322 - 36.30.338 and after applying the fol lowing preference 

to the bid of each Alaska bidder:

(1) one percent, v hen the lowest n o n r e s i d e n t  bidder's bid

is $10,000,000 or more;

(2) two percent, when the lowest n o n r e s i d e n t  bidder's bid 

is more than $500,000 and less than $10,000,000;

(3) five percent, w h e n  the lowest n o n r e s i d e n t  b i d der's bid 

is more than $100,000 and $500,000 or less; cr

(4) 10 percent, w h e n  the lowest n o n r e s i d e n t  b i d der's  bid is

$100,000 or less.

* Sec. 5. AS 36.30.170(c) is amended to read:

(c) N otwithstand ing (b) of this section, if [IF] a b i d d e r  q u a l­

ifies u n d e r  (e) [(b)] of this section as an Alaska bidder, is offering

services through an employment p r o g r a m  as defined under AS 36.30.- 

100(c), and is the lowest responsibl e and responsive b i d d e r  after 

re c e iving a 10 percent preference [WITH A BID T H A T  IS NOT M O R E  T H A N  10 

PE R C E N T  H I GHER THAN THE L O W E S T  BID OF A NONRESIDENT], the p rocure ment

SCS CSHB 45(L&C) -2-



officer shall award the contract to that bidder.

* Sec. 6. AS 36.30.170 is amended by a d ding a n ew subse c t i o n  to read:

(e) In this section, "Alaska b i d d e r "  means a person w h o

(1) holds a current A l a s k a  business license;

(2) does mor e than $ 1,00 0 , 0 0 0  worth of annual b u s i n e s s  in

the state or performs mor e than 50 percent of the p e r son's annual

business in the state, w h i c h e v e r  is less;

(3) has m a i n t a i n e d  a p e r m a n e n t  place of b u s i n e s s  in the

state staffed by the bidder or an e m p l o y e e  of the b idder for a period

of six months immediately p r e c e d i n g  the date of the bid;

(4) submits a bid for goods or services under the name that 

appears on the person's current A l a s k a  business license;

(5) is incorporated or q u a l i f i e d  to do business u n d e r  the

laws of the state, is a sole p r o p r i e t o r s h i p  and the p r o p r i e t o r  is a 

resident of the state, or is a p a r t n e r s h i p  and all partn e r s  are r e s i­

dents of the state;

(6) if a joint venture, is com posed entirely of p e rsons who

qualify u n der (1) - (5) of this subsection; and

(7) is an Alaska dom es t i c  insurer, if the c o n t r a c t  is

i n s urance- related and the p r o c u r e m e n t  is based on solicit ed bids.

* Sec. 7. AS 36.30.250(b) is amended to read:

(b) In determining w h e t h e r  a p roposal is a d v a n t a g e o u s  to the

state, the procurement officer shall take into account, in accord ance 

with regulations of the commissioner, w h e t h e r  the o f fe ror q u a l i f i e s  as 

an A l a s k a  bidder under AS 36.30.170(e) [AS 36.30.170(b)] or is o f f e r­

ing the services of an employment p r o g r a m  as defined in AS 36.30.- 

100(c).

* Sec. 8. AS 36.30.850(e) is amended to read:

(e) AS 36.30.170 and 36.30.322 - 36.30.338 apply [APPLIES] to

-3- SCS CSHB 45(L&C)
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all [INSURANCE] contracts involvi ng state money, inclu d i n g  state 

grants and reim bu r s e m e n t  to munici p a l i t i e s ,  school districts, and 

other entities for school or related construction, f o u n d a t i o n  funding 

for education, m u n i c i p a l  assistance, revenue sharing, and state funds 

for capital p r o j e c t s .

* Sec. 9. A S  36.30 is amended by a d d i n g  a ne . s e ctio n to road:

Sec. 36.30.895. COMBINATION OF PREFERENCES. In the evaluation 

of a bid or proposal, if a contra c t o r  qual ifies for an A l a s k a  bidder 

pr e f e r e n c e  under AS 36.30.170(b) or (c) and is also  e n t i t l e d  to an 

A l a s k a  products p refer ence u n d e r  AS 36.30.328 for a contract, the 

pr o c u r e m e n t  officer shall for the purpose of e v a l u a t i o n  decrease the 

b i d  or propos al price b y  the total o f  the two a p p l i c a b l e  percentage  

p r e f e r e n c e s .

* Sec. 10. AS 36.30.900 is amended to read:

Sec. 36.30.900. PREFERENCE FOR A L A S K A  PRODUCTS. This chapter 

does not m o d i f y  AS 36.15.010 and 36.15.020 r e g a r d i n g  p r e f e r e n c e  for 

A l a s k a  forest products, or AS 36.15.050 and 3 6 . 1 5 . 0 6 0 ^  re garding 

prefe r e n c e  for A l aska agricultural and fisheries products [, E X C E P T  AS 

P R O V I D E D  IN AS 36.30.170(b) AND ( c )].

* Sec. 11. AS 36.30.170(d) is repealed.

SCS CSHB A5 (L&C)
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b u m  i d p

DEPARTMENT OF ADMINISTRATION

OFFICE OF THE COMMISSIONER

STEVE COWPER, GOVERNOR

P.O. BOX C
JUNEAU. ALASKA 99811-0200 
PHONE: (907) *>65-2200

A p r i l  25, 1988

Honorable Tim Kelly 
C h a irman of the Senate 
Labor and Commerce Committee 
P.O. Box V  
Juneau, AK 99811

Dear Senator Kelly:

A f t e r  review of CS HB45 (Finance) I wish to suggest certain 
changes which I believe will make the A l aska n bidders preference 
evalua t i o n  process e asi er to apply. I would also like to bring 
your attention to a concern I have r e g a rding the inclusion of 
language relating to recoverable damages.

Our suggested changes to AS 36.30.170(b) (Section 4 of the bill) 
will clarify the application of the preferences, and insure that 
it does not result in the award of a bid to a higher Alaskan bid 
over a lower A l a s k a n  bid.

The prop o s e d  change to AS 36.30.170(c) (Section 5 of the bill) 
clarifies that the 10% preference for qu alif y i n g  employment 
programs is a 10% deduction  perce ntage preference.

The change proposed to AS 36.30.895 (Section 9 of the bill) is to 
add the phrase, "for the purpose of evaluation" w hich makes it 
clear that the ev alu a t i o n  of bids is based on the preference, but 
the actual contract price is based on the bid.

Finally, I believe that Section 2 of the bill which adds the 
phrase, "and m a y  recover damages and such other remedies provided 
by law for v i o l a t i o n  of this section" will contribute  to claims 
against  the State beyond bid preparatic i costs. In King v.
Alaska State H o u s i n g  A u t h o r i t y , 633 P . 2d 256 (Alaska 1981), the 
courts have held that a bidder would only be ent itled to bid 
p reparation  costs if a contract were w r o n g f u l l y  awarded. This 
language could be interp reted by the courts to mean that a bidder 
would also be entit l e d  to lost profits. The States potential 
liability could increase subs tantially if Section 2 is retained 
in the bill.
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Should you have any further questions, please conta ct me or Bob 
Link, Director of General Services and Supply.

Sincerely,

John M. A n dr ews 
C o m m i s s i o n e r

JKA:DP:gh
A ttachment



* Sec. 4. A S  36 .3 0 .17 0(b ) is r e p e a l e d  a n d  r e e n a c t e d  to read:

(b) The p rocurement o f f i c e r  shall award a contract based on 

solicited bids to the lowest responsible and responsive 

Alaska b i d d e r  if the bid, after receiving a preference 

a pplicable to the bid under AS 36.30.322 - 36.30.338 [IS NOT 

MORE THAN] of;

(1) one percent  [HIGHER THAN] when the lowest 

nonresident bidder's offer [AND THE CONTRACT] is $10,000,000 or 

more;

(2) two percent [HIGHER THAN] when the lowest 

n o nre sident bi dder's offer [AND THE CONTRACT] is more than 

$500,000 and less than $10,000,000;

(3) five percent [HIGHER THAN] when the lowest nonresident 

b idder's offer [AND THE CONTRACT] is more than $100,000 and 

$500,000 or less; or

(4) 10 percent [HIGHER THAN] when the lowest nonre s i d e n t  

b idder's offer [AND THE CONTRACT] is $100,000 or less.

Not w i t hstanding the above, the preferences may not be 

applied to reduce the evaluation price of one A l a ska n bidder 

b e l o w  that of another A l askan bidder whose bid before a ppli cation 

of the preferenc es would be lower than the first b i d d e r ' s .

* Sec. 5 AS 36.30.170(c) is amended to read:

1 9 / 1  I K 1 / 0 3 1 4 - 0 3 / 1



(c) N o t w i t h s t a n d i n g  (b) of this section, if [IF] a b i dder 

qualifies under (e) [(b)] of this section as an Alaska bidder, is

offering services through an employment p r o g r a m  as defined under 

AS 36.30.100(c), and is the lowest responsible and responsive 

b idder [WITH A BID THAT IS NOT MORE THAN 10 PERCENT HIGHER THAN 

THE LOWEST BID OF A  NONRESIDENT] after receiving a 10 percent 

p r e f e r e n c e , the procurement officer shall award the contract to 

that bidder.

* Sec. 9. AS 36.30 is amended by adding a new section to read:

Sec. 36.30.895. COMBINATION OF PREFERENCES. In the 

evalua tion of a bid or proposal, if a c o ntractor qualifies as an 

Alaska b idder under AS 36.30.170(e) and is also entitled to an 

Alaska pro ducts preference under AS 36.30.328 for a contract, the 

procu r e m e n t  offi cer shall decrease the bid or proposal price by 

the total of the twc applicable pe rcentages [.] for the purpose 

of evaluation.

1 9 / 1 1 K 1 / 0 3 1 4 - 0 3 / 2
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c Original sponsors: Tonley, Grussendorf,
Gruenberg, et al.

1 IN T H E  HOUSE BY TH E  FINANCE C O M M I T T E E

2 CS FOR HOUSE BILL NO. 45 (Finance)

3 IN T H E  LEG I S L A T U R E OF THE STATE OF ALASKA

4 F I F T E E N T H  LEGISL A T UR E  - SECOND SESSION

5 A BILL

6 For an Act entitled: "An Act relating to an Alaska business bidder prefer-

7 ence, an Alaska products preference, and to procure-

8 ment involving state money*, and providing for an

9 effective date."

10 BE IT ENACTED BY THE LE G I S L A T U RE  OF THE STATE OF ALASKA:

11 * Section 1. FINDINGS A N D  PURPOSE. (a) The legislature finds that due

12 to the state's no n c o n t i g uo u s  geographic location and unique climate, busi-

13 ness dealings w i t h  n o n - A l a s k a n  firms produce administrative expenses not

14 commonly incurred in busin e ss  dealings wit h  resident businesses.

15 (b) The purpose of the Al a s ka  business bidder p reference w h e n  the

16 state acts as a market participant is to reduce state adm i n i s t ra t i v e  costs,

17 strengthen the state's tax and revenue base, encourage local industry,

18 reduce the social ills created by unemployment and a d e p r es s e d  economy, and

19 to strengthen and stabilize the state's economy.

20 * Sec. 2. AS 36.15.050(e) is amended to read:

21 (e) A n  interested party [, AS DEFINED IN  AS 36.30.699,] may s eek

22 administrative or judicial review of the award of a contract in viola-

23 tion of this section and may recover damages and seek other remedies

24 provided by law for the v i olation of this s e c t i o n .

25 * See. 3. AS 36.15.050(g) is amended to read:

26 (g) In this section,

27 (1) "agricultural products" includes, but is not limited

28 to, dairy products, timber and lumber harvested in the state and

^ 29 products m a n u fa c t u r e d  in the state from timber and lumber that has

H B G 0 4 5 C  *1- CSHB 4 5 (Fin)
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(

1 bee n  h a rvested in the state;

2 (2) "i n t e r e s te d  party" has the meaning Riven in AS 36.30.-

3 699;

A (3) "state money" includes state grants ard reimbursement

5 to m u n i c ip a l i t i e s ^ [AND] school d i s t r i c t s , and other entities for

6 school or related construction, foundation funding for education,

7 m unicipal assistance, revenue sharing, and state funds for capital

8 projects.

9 * Sec. A. AS 36.30.170(b) is repealed and reenacted to read:

10 (b) The procurement officer shall award a contract based on

11 solicited bids to the lowest responsible and responsive Ala s k a  bidder

12 if the bid, after rec e i vi n g  a preference applicable to the bid u nder

Q  13 AS 36.30.322 - 36.30.338 , s not more than

O -
1A (1) one percent higher^than^the lowest nonresident b i d d e r’s

15 and the contract is $10,000,000 or more;

16 (2) two percent higher than the lowest nonresident b i d d e r’s

17 and the contract is more than $500,000 and less than $10,000,000;

18 (3) five percent higher than the lowest nonresident bid*

19 der's and the contract is more than $100,000 and $500,000 c*r less; or

20 (A) 10 percent hig h e r than the lowest nonresident bidder's

21 and the contract is $100,000 or less.

22 * Sec. 5. AS 36.30.170(c) is amended to read:

23 (c) N o t w i t hs t a n d i n g  (b) of this section, if [IF] a bidder qual-

2A ifics u nder |ej [(b)] of this section as an Alaska bidder, is o f f er i n g

25 services through an employment prog r a m  as defined u nder AS 36.30.*

26 100(c), and is the lowest responsible and responsive bid d e r  w i t h  a bid

27 that is not more than 10 percent higher than the lowest bid of a

28 nonresident, the procurement officer shall award the contract to that

^  29 bidder.
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1 * Sec. 6. AS 36.30.170 is amended by adding a new subsection to read:

2 (e) In this section, "Alaska bidder" means a person who

3 (1) holds a current A l a s k a  business license;

A (2) does more than $1,0 0 0 , 0 0 0  w o r t h  of annual business in

5 the state or performs more than 50 percent of the person's annual

6 business in the state, w h i c h e v e r  is less;

7 (3) has main t a i n e d a permanent place of business in the

8 state staffed by the bidder or an employee of the bidder for a period

9 of six months immediately p r e c e d i n g  the date of the bid;

10 (A) submits a bid for goods or services under the name that

11 appears on the p e r s o n’s current Al a s k a  business license;

12 (5) is i n c o rporated or qua l if i e d  to do business u n d e r  the

13 laws of the state, is a sole p r o p r i e t o r s h i p  and the proprietor is a

1A resident of the state.-, or is a p ar t n e r s h i p  and all partners are resi-

15 d ents of the state;

16 (6) if a joint venture, is composed entirely of persons w h o

17 q u a l if y  under (1) - (5) of this subsection; and

18 (7) is an Al a s k a  d om e s t i c  insurer, if the contract is

19 i ns u r ance*related and the procur e me n t  is based on solicited bids.

20 * Sec. 7. AS 36.30.250(b) is amen d e d to read:

21 (b) In determ i n in g  w h e t h er  a proposal i3 advantageous to the

22 state, the procurement officer shall take into account, in a c co r d a n c e

23 w i t h  regulations of the commissioner, wheth e r  the offeror q u a lifies as

2A an Al a s k a  bidder u nder AS 36.30.170(e) [AS 36.30.170(b)] or is offer-

25 ing the services of an employment prog r a m  as defined in AS 36.30.-

26 100(c).

27 * Sec. 8. AS 36.30.850(e) is amended to read:

28 (e) AS 36.30.170 and 36.30.322 - 36.30.338 apply [APPLIES] to

29 all [INSURANCE] contracts inv o l vi n g  state money, including state

HB00 A S C  -3- CSHB A5(Fin)



1 grants and reimbursement to municipalities, school districts, and

2 o t h e r  entities for school or related construction, foundation funding

3 for education, municipal assistance, revenue sharing, and state funds

A for capital p r o j e c t s .

5 * Sec. 9. AS 36.30 is amen d e d  by adding a n e w  section to read:

6 Sec. 36.30.895. C O M B I NATION OF PREFERENCES. In the evaluation

7 of a bid or proposal, if a contractor qu a lifies as an Alaska b i d d e r

8 u n d e r  AS 36.30.170(e) and is also entitled to an Alaska products

9 p r e f e r en c e  u nder AS 36.30.328 for a contract, the procurement officer

10 shall decrease the bid o r  proposal price by the total of the two

11 ^ u -  appl i c a bl e  p e r c e n t a g e s .

* Sec. 10. AS 36.30.900 is amended to read:

13 Sec. 36.30.900. PREF E RE N C E  FOR AL A S K A  PRODUCTS. This chapter

1A docs not modify AS 3 6 .15.010 and 36.15.020 regarding preference for

15 A l a s k a  forest prrducts. or AS 36.15.050 and 36.15.060i regarding

16 prefe r e n c e  for A l a s k a  agricultural and fisheries products [, EXCEPT AS

17 P R O V I D E D  IN AS 36.30.170(b) AN D  ( c )].

18 * Sec. 11. AS 36.30.170(d) is repealed.

19 * Sec. 12. Sections 1 - 3 of this Act take effect January 1 of the

20 c a l endar yea r  that follows the calendar year in w h i c h  the voters of the

21 state ratify the state c o n stitutional amendment contained in the vers i on  of

22 HJ R  18 that is passed by the Fifteenth Alaska State Legislature.

23 * Sec. 13. Sections A - 11 of this Act take effect upo n  the ratifica-

2A tion by the voters of the state of the state constitutional amendment

25 contained in the v e r s i o n  of HJ R 18 that is passed by the Fifteenth Alaska

26 State Legislature.

CSHB A5(Fin) HB00A5C





5 - 0 306Nh >/ 
Ford

A M E N D M E N T

TO: CSHB 4 6 (Rules)

Page 16, after line 12:

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

"* Sec. 31. AS 21.36.090(d) is amended to read:

(d) A  p e r s o n  m a y  not p r a ctic e or permit u n f a i r  discri mination 

against a p e r s o n  w h o  p r o v i d e s  a service covered u n d e r  a group d i s a b i l­

ity p o l i c y  that extends coverage on an expense i n c urred basis, or 

u nder a group service or i n d e mnity type contract issued by a nonprofit 

corporation, if the service is w i t h i n  the scope of the provider's 

o c c u pational license. In this subsection, "pr ovi d e r "  means a state 

licensed physician, dentist, osteopath, optometrist, chiropractor, 

[OR) nurse m i d w i f e , or othe r licensed h e a l t h  care p r a c t i t i o n e r ."

R e n u m b e r  r e m a i n i n g  bill sections accordingly.

Page 31, line 5:

D elete "46"

Insert "47"

Page 31, line 7:

Delete "46"

Insert "47"

- 1 - 5 / 6 / 8 7



S E C T I O N  B V  S E C T I O N  C O M M E N T A R Y  
C S H B  4 6  ( R I s )
4 / 3 0 / 8 7

P r e p a r e d  b y :  A l a s k a  D l u i s i o n  o f  I n s u r a n c e  
D a t e :  5 / 1 / 8 7

O U E R U I  E l i l

T h i s  c o m m i t t e e  s u b s t i t u t e  e n c o m p a s s e s  a b o u t  1 3  i n s u r a n c e  i s s u e s  i n  
o n e  " o m n i b u s ” b i l l  o n  i n s u r a n c e  i s s u e s .  M o s t  o f  t h e  i t e m s  c o n t a i n e d  i n  
t h e  b i l l  h a u e ,  a t  o n e  t i m e  o r  a n o t h e r ,  b e e n  r e q u e s t e d  b y  t h e  D i u i s i o n  o f  
I n s u r a n c e .  T h e  D i u i s i o n  o f  I n s u r a n c e  s u p p o r t s  t h i s  l e g i s l a t i o n .

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

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

G e n e r a l  R g e n t s  /  M a n a g e r s  ( P a g e s  2 - 3 )
C o n t i n u o u s  L i c e n s e  ( P a g e s  4 - 6 )
F i r m  /  I n d i u i d u a l  L i c e n s e  ( P a g e s  7 - 9 )
B r o k e r  B o n d  ( P a g e  1 0 )
B r o k e r  a s  A g e n t  ( P a g e s  1 1 - 1 2 )
P r o d u c e r  F i n a n c i a l  /  F i d u c i a r y  R e c o u n t s  ( P a g e s  1 3 - 1 4 )
A l i e n  T r u s t s  D e p o s i t s  ( P a g e  1 5 )
C o m m e r c i a l  C a n c e l l a t i o n  ( P a g e s  1 6 - 1 9 )
P r o  R a t o  o n  C a n c e l l a t i o n s  ( P a g e  2 0 )
N u r s e  C o u e r a g e  ( P a g e  2 1 )
R e l o c a t i o n  o f  D e f i n i t i o n s  ( P a g e  2 2 )
E l i m i n a t i o n  o f  D o m e s t i c  T a x  E x e m p t i o n  ( P a g e  2 3 )
R e m o u a l  o f  O b s o l e t e  o r  D u p l i c o t i u e  P r o u i s i o n s  ( P a g e  2 4 )
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G E N E R A L  A G E N T S  /  M R N R G E B S

T h i s  i s s u e  e l i m i n a t e s  c o n f u s i o n  w i t h  R S  2 1 . 0 9 . 2 8 0 ,  w h i c h  c u r r e n t l y  
a t t e m p t s  t o  d i s t i n g u i s h  b e t w e e n  " g e n e r a l  a g e n t s "  w h o  a r e  r e q u i r e d  t o  
b e  l i c e n s e d  a n d  " m a n a g e r s "  w h o  a r e  n o t .  I t  i s  a  d i s t i n c t i o n  t h a t  h a s  
b e e n  d i f f i c u l t  t o  a p p l y .  T h e  b a s i c  r o l e  o f  b o t h  e n t i t i e s  i s  o f t e n  t h e  
s o m e ,  a n d  t h e  A l a s k a  I n s u r a n c e  C o d e  d o e s  n o t  a d e q u a t e l y  m a k e  a  
d i s t i n c t i o n  b e t w e e n  t h e  t w o .  T h e  b i l l  e l i m i n a t e s  r e f e r e n c e s  t o  
m a n a g e r s  a n d  r e q u i r e s  a i l  g e n e r a l  a g e n t s  t o  b e  l i c e n s e d .  I t  t h e n  l i s t s  
t h o s e  s p e c i f i c  e n t i t i e s  t h a t  w i l l  n o t  b e  c o n s i d e r e d  g e n e r a l  a g e n t s .

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

R S  2 1 . 0 9  d e a l s  w i t h  i n s u r a n c e  c o m p a n i e s  t h a t  a p p l y  f o r  a n d  a r e  i s s u e d  
a  C e r t i f i c a t e  o f  A u t h o r i t y .  T h e s e  c o m p a n i e s  h a u e  e l e c t e d  t o  m a k e  
t h j m s e l u e s  s u b j e c t  t o  r e g u l a t i o n  by t h e  Alaska Director o f  Insurance 
a n d  a r e  r e f e r r e d  t o  o s  a d m i t t e d  c o m p a n i e s .  T h e  c h a n g e  i n  t h i s  S e c t i o n  
m o k e s  i t  c l e a r  t h a t  a n  a d m i t t e d  c o m p a n y  m a y  o n l y  d o  b u s i n e s s  
t h r o u g h  pe rsons  o r  e n t i t i e s  l i c e n s e d  by  Alosko i n c lu d in g  g e n e r a l  
a g e n t s .

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

T h i s  S e c t i o n  r e m o u e s  t h e  r e f e r e n c e s  t o  m a n a g e r s .  I n  § ( b ) ,  t h e  p o i n t  
t h a t  t h e  g e n e r a l  a g e n t  i s  l i c e n s e d  i n  t h e  s a m e  m a n n e r  a s  a n  a g e n t  
l i c e n s e d  u n d e r  R S  2 1 . 2 7 ,  i s  c l a r i f i e d .  T h i s  i s  a  u i e w  t h a t  t h e  D i u i s i o n  
h a s  a p p l i e d  i n  p r a c t i c e ,  b u t  i s  m o r e  t h a n  a  l i t t l e  u a g u e  i n  s t a t u t e .

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

S e c t i o n  3 .  ( P a g e  2 ,  L i n e s  1 7 - 2 9 ;  P a g e  3 ,  L i n e  1 - 2 )

§  ( f )  i n  t h i s  S e c t i o n ,  m o u e s  a  p r o u i s i o n  f r o m  R S  2 1 . 2 7 . 5 0 0 .  I t  p r o u i d e s  
t h a t  s a l a r i e d  e m p l o y e e s  o f  a n  i n s u r a n c e  c o m p a n y  a r e  n o t  s u b j e c t  t o  
l i c e n s e  f o r  t h e i r  a c t i u i t i e s  o n  b e h a l f  o f  t h e  i n s u r e r ,  e u e n  t h o u g h  t h a t

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

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

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

c o m p a n y .

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

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

P a g e  3
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C O N T I N U O U S  L I C E N S E

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

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

C o n t i n u o u s  l i c e n s e  l a n g u a g e  a p p e a r s  o n  P a g e  2 ,  L i n e s  9 - 1 3 .

S e c t i o n  4 .  ( P a g e  3 ,  L i n e s  3 - 1 0 )

R e f e r e n c e  t o  r e n e w  i s  r e m o u e d  o n  L i n e s  5  0  6 .  T h e  c h a n g e  o n  L i n e s  9  
O' 1 0  i s  n o t  s u b s t a n t i u e .

S e c t i o n  5 .  ( P a g e  3 ,  L i n e s  1 1  - 2 8 )

R S  2 1 . 2 7 . 0 3 0 ( a ) ( 1 )  i s  a  c o n t r o l l e d  b u s i n e s s  p r o h i b i t i o n .  T h e  s u b s t a n c e  
o f  t h i s  p a r a g r a p h  h a s  b e e n  m o o e d  t o  S e c t i o n  6 .  § ( a )  i s  r e u i s e d  t o  d e a l  
w i t h  t h e  n e w  a p p l i c a n t .  R e f e r e n c e  t o  r e n e w a l  h a s  b e e n  r e m o u e d .

S e c t i o n  6 .  ( P a g e  3 ,  L i n e  2 9 ;  P a g e  4 ,  L i n e s  1 - 7 )

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

S e c t i o n  7 .  ( P a g e  4 ,  L i n e s  8 - 2 9 ;  P a g e  5 ,  L i n e s  1 - 9 )

R e f e r e n c e  t o  r e n e w a l  r e m o u e d  o n  P a g e  5 ,  L i n e  6 .
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S e c t i o n  1 0 .  ( P a g e  6 ,  L i n e s  1 5 - 2 9 ;  P a g e  7 ,  L i n e s  1 - 3 )

R e f e r e n c e  t o  d a t e  o f  e x p i r a t i o n  i s  r e m o u e d  o n  P a g e  7 ,  L i n e  2 .

S e c t i o n  1 2 .  ( P a g e  7 ,  L i n e s  2 6 - 2 9 ;  P a g e  8 ,  L i n e s  1 - 9 )

T h i s  S e c t i o n  a d d r e s s e s  l i c e n s e s  f o r  p e n d i n g  m a c h i n e s  t h a t  d i s p e n s e  
p o l i c i e s  o f  p e r s o n a l  t r a u e l  a c c i d e n t  i n s u r a n c e .  T h e  o n l g  c h a n g e  o f  
s u b s t a n c e  i s  t h a t  o n  P a g e  8 ,  L i n e  3  t u h e r e  r e f e r e n c e  t o  a n n u a l  
c o n t i n u a t i o n  a n d  e x p i r a t i o n  i s  r e m o u e d .

S e c t i o n  1 5 .  ( P a g e  8 ,  L i n e s  1 0 - 2 2 )

T h e  r e f e r e n c e s  t o  r e n e w a l  a r e  a d d r e s s e d  o n  L i n e s  1 1 - 1 3 .

S e c t i o n  1 7 .  ( P a g e  9 ,  L i n e s  1 5 - 1 9 )

T h e  r e f e r e n c e  t o  r e n e w a l  a p p e a r s  o n  L i n e  1 7 .

S e c t i o n  1 8 .  ( P a g e  9 ,  L i n e s  2 0 - 2 6 )

T h e  r e f e r e n c e  t o  d a t e  o f  e x p i r a t i o n  i s  r e m o u e d  o n  L i n e  2 4 .

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

T h i s  S e c t i o n  h a s  b e e n  c o m p l e t e l g  r e w o r k e d  t o  r e f l e c t  c o n t i n u o u s  
l i c e n s e s .  I n  § ( a )  a n d  § ( b ) ,  a n n u a l  f e e  d a t e s  d i f f e r  i n  s o m e  c o s e s  f r o m  
c u r r e n t  r e n e w a l  d a t e s .  U n d e r  p r e s e n t  l o w ,  r e s i d e n t  l i c e n s e s  e x p i r e  o n  
J u n e  3 0 ,  e x c e p t  f o r  b r o k e r s ,  w h i c h  e x p i r e  o n  D e c e m b e r  3 1 .  
N o n r e s i d e n t  a g e n t  a n d  b r o k e r s  e x p i r e  a  g e a r  f r o m  i s s u e  a n d  
n o n r e s i d e n t  a d j u s t e r s  o n  J u n e  3 0 .  T h e  c o n t i n u a t i o n  f e e  p r o p o s e d  
w o u l d  b e  d u e  o n  a l l  a g e n t s ,  s o l i c i t o r s ,  o r  a d j u s t e r s  o n  J u n e  3 0 ,  a n d  a l l  
b r o k e r s  o n  D e c e m b e r  3 1 .
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T h e  o n l y  o t h e r  s u b s t a n t i u e  c h a n g e  a p p e a r s  i n  § ( d )  w h e r e  t h e  s u r ­
c h a r g e  f o r  l a t e  r e n e w a l  i s  e s t a b l i s h e d  b y  r e g u l a t i o n .  T h i s  c o n c e p t  i s  
a l r e a d y  t h e  c a s e  f o r  a l l  o t h e r  f e e s  o f  t h e  D i u i s i o n  o f  I n s u r a n c e .

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

T h e  r e f e r e n c e  t o  r e f u s e  t o  r e n e w  i s  r e m o u e d  o n  P a g e  1 2 ,  L i n e  1 8 .  
S u r p l u s  l i n e s  b r o k e r  l i c e n s e s  a r e  n o t  b e i n g  c h a n g e d  t o  c o n t i n u o u s  
l i c e n s e .  T h i s  a c c o u n t s  f o r  t h e  i n s e r t e d  l a n g u a g e  o n  L i n e s  1 9  a n d  2 0 .  
T h i s  t y p e  o f  l i c e n s e e  i s  t h e  o n e  t h a t  p r o u i d e s  e n t r y  t o  t h e  n o n a d m i t t e d  
m a r k e t  p l a c e  a n d  i s  r e q u i r e d  t o  p o s t  a  $ 2 0 0 , 0 0 0  b o n d .  F u r t h e r ,  
p r o d u c e r s  o f  b u s i n e s s  f o r  r i s k  r e t e n t i o n  g r o u p s  o r  r i s k  p u r c h a s i n g  
g r o u p s  u n d e r  t h e  r e c e n t l y  p a s s e d  F e d e r a l  l a w  m u s t  h a u e  t h i s  t y p e  o f  
l i c e n s e .  I D e  w o u l d  p r e f e r  t o  s e e  h o w  t h i n g s  a r e  g o i n g  t o  s h a p e  u p  
w i t h  t h e  n e w  F e d e r a l  R e t  b e f o r e  w e  r e c o m m e n d  a  c h a n g e

S e c t i o n  2 6 .  ( P a g e  1 3 ,  L i n e s  2 5 -  2 9 ;  P a g e  1 4 ,  L i n e s  1 - 7 )

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

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

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

S e c t i o n  2 8 .  ( P a g e  1 4 ,  L i n e s  2 0 - 2 9 )

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

S e c t i o n  2 9 .  ( P a g e  1 5 ,  L i n e s  1 - 7 )

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

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

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

A l s o  u n d e r  c u r r e n t  l a m ,  a d j u s t i n g  f i r m s  a r e  n o t  l i c e n s e d ,  o n l y  
i n d i u i d u a l s .  U J e  h a u e  e x p e r i e n c e d  s i t u a t i o n s  i n h e r e  f i r m s  h a u e  i g n o r e d  
R l a s k a  L a m  t o  t h e  d e t r i m e n t  o f  t h e  p u b l i c  a n d  i n d i u i d u a l  l i c e n s e e s  
m i t h i n  t h e  f i r m .  T h i s  e x t e n d s  t h e  a c c o u n t a b i l i t y  p r i n c i p l e  t o  a d j u s t i n g  
f i r m s .  I t  m i l l  g i u e  t h e  D i u i s i o n  o f  I n s u r a n c e  a  b e t t e r  r e g u l a t o r y  
o u e r s i g h t  o f  t h e  i n d u s t r y  b y  r e q u i r i n g  t h a t  e u e r y  p e r s o n  s e l l i n g  o r  
a d j u s t i n g  i n s u r a n c e  c o n t r a c t s ,  m h e t h e r  i n d i u i d u a l  o r  f i r m ,  h a u e  t h e  
a p p r o p r i a t e  l i c e n s e .

C S H B  4 6  ( R I s )  ( 4 / 2 9 / 8 7 )
P r e p a r e d  5 / 1 / 8 7

S e c t i o n  7 .  ( P a g e  4 ,  L i n e s  8 - 2 9 ;  P a g e  5 ,  L i n e s  1 - 9 )

T h i s  S e c t i o n  c o n c e r n i n g  e x a m i n a t i o n  o f  a p p l i c a n t s  f o r  i n s u r a n c e  
l i c e n s e  h a s  b e e n  c h a n g e d  t o  a p p l y  t o  i n d i u i d u a l  l i c e n s e e s .  S i n c e  e a c h  
i n d i u i d u a l  i s  l i c e n s e d  i t  i s  n o t  n e c e s s a r y  t o  r e q u i r e  t h a t  a  f i r m  b e  
e x a m i n e d .  T h i s  i s  a c c o m p l i s h e d  m i t h  i n s e r t i o n s  a t  P a g e  4 ,  L i n e  1 0  a n d  
P a g e  5 ,  L i n e  3 .

S e c t i o n  8 .  ( P a g e  5 ,  L i n e s  1 0 - 2 9 ;  P a g e  6 ,  L i n e s  1 - 8 )

T h i s  S e c t i o n  a d d r e s s e s  t h e  q u a l i f i c a t i o n s  f o r  l i c e n s e .  I t  h a s  b e e n  
m o d i f i e d  t o  m a k e  i t  a p p l i c a b l e  t o  i n d i u i d u a l  l i c e n s e e s .  T h e  l a n g u a g e  o n  
P a g e  6 ,  L i n e s  1 a n d  2 ,  a u o i d  a d d i t i o n a l  p o p e r m o r k  b y  p r o u i d i n g  t h a t  a 
p e r s o n  a c t i n g  o n  b e h a l f  o f  a  f i r m  i s  c o u e r e d  b y  t h e  f i r m ' s  a p p o i n t m e n t .

S e c t i o n  9 .  ( P a g e  6 ,  L i n e s  9 - 1 4 )
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T h i s  S e c t i o n  a l s o  a d d r e s s e s  t h e  q u a l i f i c a t i o n s  f o r  l i c e n s e .  I t  a p p l i e s  t o
f i r m  l i c e n s e s .

<i

S e c t i o n  1 0 .  ( P a g e  6 ,  L i n e s  1 5 - 2 9 ;  P a g e  7 ,  L i n e  1 - 3 )

T h e  o n l y  c h a n g e s  o f  s u b s t a n c e  i n  t h i s  S e c t i o n  o r e  f o u n d  o n  P a g e  6 ,  
L i n e s  2 2 - 2 5 .  T h e  d i s t i n c t i o n  b e t m e e n  f i r m  a n d  c o r p o r a t i o n  i s  r e m o u e d .  
R  d e f i n i t i o n  f o r  f i r m  i s  i n t r o d u c e d  i n  S e c t i o n  4 4  o n  P a g e  2 8 ,  L i n e s  
2 5 - 2 8 .  T h e  o n l y  p e r s o n  t o  b e  n a m e d  o n  a  f i r m  l i c e n s e  m i l l  b e  t h e  
p r i n c i p a l  o r  m a n a g e r  o f  t h e  f i r m .

S e c t i o n  1 1 .  ( P a g e  7 ,  L i n e s  4 - 2 5 )

T h i s  S e c t i o n  r e q u i r e s  t h a t  t h e  f i r m  b e  l i c e n s e d  t o  t h e  s a m e  e x t e n t  a s  
p e r s o n s  e m p l o y e d  b y  t h e  f i r m .  U s e  b y  a  f i r m  o f  u n l i c e n s e d  p e r s o n s  
m h o  a r e  r e q u i r e d  t o  b e  l i c e n s e d  i s  c a u s e  f o r  r e u o c a t i o n  o r  s u s p e n s i o n .

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

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

S e c t i o n  2 3 .  ( P a g e  1 1 ,  L i n e s  2 8 - 2 9 ;  P a g e  1 2 ,  L i n e s  1 - 1 5 )

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

S e c t i o n  2 5 .  ( P a g e  1 3 ,  L i n e s  2 0 - 2 4 )

S i n c e  p e r s o n s  a r e  n o  l o n g e r  d e s i g n a t e d  i n  t h e  l i c e n s e  t o  e x e r c i s e  i t s  
p o m e r s ,  t h e  l a n g u a g e  h a s  b e e n  r e u i s e d  t o  a c t i n g  o n  b e h a l f  o f  t h e  f i r m .
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S e c t i o n  4 4 .  ( P a g e  2 7 ,  L i n e s  1 6 - 2 9 ;  P a g e  2 8 ,  L i n e s  1 - 2 9 ;
P a g e  2 9 ,  L i n e s  1 - 2 9 ;  P a g e  3 0 ,  L i n e s  1 - 1 6 )

i

D e f i n i t i o n  o f  ■ f ir m *  i n t r o d u c e d  o n  P a g e  2 8 ,  L i n e s  2 5 - 2 8 .

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

A S  2 1 . 2 7 . 0 4 0 ( b )  i s  r e p e a l e d  o n  L i n e  2 .  T h i s  i s  t h e  s u b s e c t i o n  t h a t  
r e q u i r e s  f i r m s  t o  d e s i g n a t e  a l l  i n d i u i d u a l s  o n  t h e  f i r m  l i c e n s e .

i
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T h i s  s e c t i o n  p r o p o s e s  t o  i n c r e a s e  t h e  b o n d  r e q u i r e d  o f  a  b r o k e r  f r o m  
t h e  c u r r e n t  $ 5 , 0 0 0  t o  $ 1 0 , 0 0 0 .  T h e  b o n d  i s  a u a i i a b l e  f o r  t h e  p e o p l e  o f  
t h e  s t a t e .  T h e  i n c r e a s e d  b o n d  m i l l  h a u e  a n  i n c r e a s e d  c o s t ,  b u t  t h e  
a m o u n t  i s  n o t  e u c e s s i u e  T h i s  i s  n o t  a  D i u i s i o n  o f  I n s u r a n c e  p r o p o s a l ,  
b u t  m e  h a u e  n o  o b j e c t i o n  t o  i t .

C S H B  4 6  ( R I s )  ( 4 / 2 9 / 8 7 )
P r e p a r e d  5 / 1 / 8 7

S e c t i o n  1 4 .  ( P a g e  8 ,  L i n e s  1 0 - 2 2 )

T h e  i n c r e a s e d  b o n d  a m o u n t  a p p e a r s  o n  L i n e s  1 6  a n d  1 8 .

i
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A l a s k a  c u r r e n t l y  l i c e n s e s  t w o  k i n d s  o f  i n s u r a n c e  p r o d u c e r  u n d e r  R S  
2 1 . 2 7 ,  a g e n t  a n d  b r o k e r .  T h e  a g e n t  r e p r e s e n t s  a n  i n s u r a n c e  c o m p a n y  
t h r o u g h  a p p o i n t m e n t  a r . u  c o n t r a c t .  O n  t h e  o t h e r  h a n d ,  t h e  b r o k e r  
r e p r e s e n t s  t h e  p u r c h a s e r  o f  i n s u r a n c e .  I t  i s  t y p i c a l  f o r  a n  i n s u r a n c e  
p r o d u c e r  t o  h o l d  b o t h  t y p e s  o f  l i c e n s e .  R  p u r c h a s e r  o f  i n s u r a n c e  
u s u a l l y  d o e s  n o t  k n o w ,  u n d e r  w h i c h  l i c e n s e  a  p r o d u c e r  i s  a c t i n g .  M o s t  
i n s u r a n c e  p r o d u c e r s  d o  t r y  t o  b a l a n c e  t h e  i n t e r e s t s  o f  t h e  p u r c h a s e r  
o f  c o u e r a g e  a n d  t h e  p r o u i d e r  o f  c o u e r a g e ,  a n d  s o m e  d o  t h i s  q u i t e  w e l l .  
N o r m a l l y  t h i s  i s  n o t  a n  i s s u e  o f  c o n c e r n ,  b u t  u ' h e n  a  p r o d u c e r  b e c o m e s  
i n s o l u e n t  o r  h a s  m i s u s e d  t r u s t  a c c o u n t  m o r  e s ,  t h e  i s s u e  c a n  b e  u e r y  
i m p o r t a n t .

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

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

R n  o d d i t i o n o l  i s s u e ,  i s  t h e  n e e d  t o  h o u e  t h e  p r o d u c e r  c o l l e c t i n g  f u n d s  
a t  t h e  i n i t i a t i o n  o f  t h e  t r a n s a c t i o n ,  c l e a r l y  s t a t e  t h a t  h e  i s  a c t i n g  a s  a  
b r o k e r  a n d  c o u e r a g e s  a r e  n o t  b o u n d  u n t i l  c o n f i r m e d  b y  a n  i n s u r e r ,  o r  
t o  r e t u r n  t h e  f u n d s  t o  t h e  p u r c h o s e r  o f  c o u e r a g e .
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S e c t i o n  1 3 .  ( P o g e  8 ,  L i n e s  1 0 - 2 2 )

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

S e c t i o n  1 5 .  ( P a g e  8 ,  L i n e s  2 7 - 2 9 ;  P a g e  9 ,  L i n e  1 )

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

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

T h i s  S e c t i o n  e s t a b l i s h e s  t h e  c o n c e p t  o f  " b r o k e r  o s  a g e n t  f o r  p u r p o s e s  
o f  p r em i um  co l l e c t io n . *  (d) n e w l y  p ro u id e s  t h o t  o b ro ke r  m o y  no t  
k n o w i n g l y  a c c e p t  p a y m e n t  f o r  c o u e r a g e  u n t i l  t h a t  c o u e r o g e  i s  
a u t h o r i z e d  b y  o n  i n s u r e r .
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P R O D U C E R  F I N R N C I R L  /  F I D U C I R R V  A C C O U N T S

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

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

T h e  D i u i s i o n  h a s  n e e d  o f  t o o l s  t h a t  c a n  b e  u s e d  t o  r e s o l u e  f i d u c i a r y  
a n d  f i n a n c i a l  d i f f i c u l t i e s  a t  a n  e a r l i e r  p o i n t  i n  t i m e .  O n e  t o o l  i s  t h e  
a b i l i t y  t o  r e u i e w  f i n a n c i a l  s u m m a r i e s  o r  d e t a i l ,  s u c h  a s  t r i a l  b a l a n c e ,  
i n c o m e  s t a t e m e n t ,  j o u r n a l  d e t a i l ,  e< i n  a  D i u i s i o n  o f  I n s u r a n c e  o f f i c e  
f o r  e K o m i n a t i o n  w h e n  r e q u e s t e d .  T h e s e  d o c u m e n t s  w o u l d  b e  
c o n f i d e n t i a l .

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

S e c t i o n  1 9 .  ( P a g e  9 ,  L i n e s  2 7 - 2 9 ;  P a g e  1 0 ,  L i n e s  I - 9 )

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

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

§ ( b )  c o n t o i n s  t h e  r e q u i r e m e n t  f o r  a  p r e m i u m  f i d u c i a r y  o c c o u n t .  T h e  
c h a n g e  c l a r i f i e s  t h e  f a c t  t h a t  o t h e r  f u n d s  c a n  n o t  b e  c o m m i n g l e d  w i t h
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it  e » c e p t  a s  s p e c i f i c a l l y  p e r m i t t e d  i n  S e c t i o n  2 1 .

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

§ ( d )  p e r m i t s  a  l i m i t e d  c o m m i n g l i n g  o f  n o n p r e m i u m  f u n d s  i n  t h e  
f i d u c i a r y  a c c o u n t  f o r  s p e c i f i c  p r e m i u m  r e l a t e d  p u r p o s e s .  A c c o u n t i n g  
f o r  n o n p r e m i u m  f u n d s  i s  r e q u i r e d .

§ ( e )  m o k e s  c l e a r  t h a t  t h e  p r e m i u m  f u n d s  r e q u i r e d  t o  b e  i n  t h e  
f i d u c i a r y  a c c o u n t  c a n  n o t  b e  u s e d  o r  r e p r e s e n t e d  t o  b e  a s s e t  f u n d s .  
F u n d s  o p t i o n a l l y  p e r m i t t e d  t o  b e  i n  t h e  f i d u c i a r y  a c c o u n t ,  s u c h  a s  
r e s e r u e  f u n d s  a r e  a n  a s s e t  o f  t h e  a g e n t  o r  b r o k e r .

§ ( f )  i n t r o d u c e s  a  d e f i n i t i o n  f o r  " f i d u c i a r y  a c c o u n t . "

P o g e  1 4



C S H B  4 6  ( R I s )  ( 4 / 2 9 / 8 7 ) 
P r e p a r e d  5 / 1 / 8 7to

RLIEN TRUST DEPOSITS
|

i
T h i s  i s s u e  i s  c o n s i d e r e d  t h e  #1 p r i o r i t y  l e g i s l o t i u e  n e e d  t h i s  s e s s i o n  
a n d  i t  r e l a t e s  t o  t h e  t r u s t  f u n d  r e q u i r e m e n t s  f o r  a l i e n  s u r p l u s  l i n e s  
i n s u r e r s  w i s h i n g  t o  b u s i n e s s  i n  A l a s k a .  A n  a l i e n  i n s u r e r  i s  o n e  f o r m e d
u n d e r  t h e  l a w s  o f  a  c o u n t r y  o t h e r  t h a n  t h e  U n i t e d  S t a t e s .

A t  t h e  p r e s e n t  t i m e ,  A S  2 1 . 3 4 . 0 4 0 ( c )  p r o u i d e s  t h a t  a n  a l i e n  s u r p l u s  
l i n e s  i n s u r e r  m u s t  m a i n t a i n  a  t r u s t  f u n d  f o r  t h e  b e n e f i t  o f  
p o l i c y h o l d e r s  i n  t h e  U n i t e d  S t a t e s  i n  a n  a m o u n t  n o t  l e s s  t h a n  $ 3 . 5  
m i l l i o n .  T h a t  $ 3 . 5  m i l l i o n  f i g u r e  i s  s c h e d u l e d  t o  i n c r e a s e  t o  $ 5  m i l l i o n  
o n  J u n e  2 0 ,  1 9 8 7 .  T h i s  p o r t i o n  o f  t h e  b i l l  w o u l d  e l i m i n a t e  t h i s
s c h e d u l e d  i n c r e a s e  a n d  r e d u c e  t h e  t r u s t  f u n d  r e q u i r e m e n t  t o  $ 1 . 5
m i l l i o n ,  t h e  l e u e l  r e q u i r e d  b e f o r e  J u n e  2 0 ,  1 9 8 5 .

T h i s  p r o p o s a l  w o u l d  a u o i d  t h e  n e c e s s i t y  t o  d e c l a r e  a s  i n e l i g i b l e ,  
a p p r o K i m a t e l y  9 5 %  o f  t h e  a l i e n  s u r p l u s  l i n e  c o m p a n i e s  d o i n g  b u s i n e s s  
i n  t h e  R l a s k a  m a r k e t .  T h e r e  i s  a  g r e a t  d e a l  o f  c o n c e r n  a b o u t  t h e  
r e d u c t i o n  o f  a u a i l a b l e  i n s u r a n c e  m a r k e t s  f o r  e x p o s u r e s  i n  t h i s  s t a t e .  
I f  t h e  c u r r e n t  l a n g u a g e  i n  s t a t u t e  w e r e  t o  b e  e n f o r c e d ,  m a n y  i n s u r e r s  
w h o  n o w  p r o u i d e  u a l u a b l e  m a r k e t s  w o u l d  b e  i n e l i g i b l e  f o r  u s e  h e r e .  
A l a s k a  i s  o u t  o f  s t e p  w i t h  t h e  r e s t  o f  t h e  c o u n t r y  o n  t h i s  i s s u e  w h e r e  
t h e  n o r m  i s  a  d e p o s i t  o f  $ 1 . 5  m i l l i o n .  T h i s  p r o p o s a l  d o e s  n o t  i m p a c t  
t h e  m i n i m u m  c a p i t a l  a n d  s u r p l u s  r e q u i r e d  o f  a l i e n  i n s u r e r s .

S e c t i o n  3 0 .  ( P a g e  1 5 ,  L i n e s  8 - 2 9 ;  P a g e  1 6 ,  L i n e s  1 - 1 2 )

T h e  l a n g u a g e  t o  a c c o m p l i s h  t h e  c h a n g e  n r ' i a b o u e  a p p e a r s  o n  P a g e  
1 5 ,  L i n e s  2 1 - 2 2 .  O t h e r  c h a n g e s  o r e  n o t  s u b s t e n t i u e .

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

T h i s  S e c t i o n  i s  a n  i m m e d i a t e  e f f e c t i u e  d o t e  f o r  S e c t i o n  3 0  o n l y .
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T h i s  i s s u e  i s  c o n s i d e r e d  t h e  #1 p r i o r i t y  l e g i s l a t i u e  n e e d  t h i s  s e s s i o n  
a n d  i t  r e l a t e s  t o  t h e  t r u s t  f u n d  r e q u i r e m e n t s  f o r  a l i e n  s u r p l u s  l i n e s  
i n s u r e r s  w i s h i n g  t o  b u s i n e s s  i n  A l a s k a .  R n  a l i e n  i n s u r e r  i s  o n e  f o r m e d  
u n d e r  t h e  l a w s  o f  a  c o u n t r y  o t h e r  t h a n  t h e  U n i t e d  S t a t e s .

R t  t h e  p r e s e n t  t i m e ,  R S  2 1 . 3 4 . 0 4 0 ( c )  p r o u i d e s  t h a t  a n  a l i e n  s u r p l u s  
l i n e s  i n s u r e r  m u s t  m o i n t a i n  a  t r u s t  f u n d  f o r  t h e  b e n e f i t  o f  
p o l i c y h o l d e r s  i n  t h e  U n i t e d  S t a t e s  i n  a n  a m o u n t  n o t  l e s s  t h a n  $ 3 . 5  
m i l l i o n .  T h a t  $ 3 . 5  m i l l i o n  f i g u r e  i s  s c h e d u l e d  t o  i n c r e a s e  ( o  $ 5  m i l l i o n  
o n  J u n e  2 0 ,  1 9 8 7 .  T h i s  p o r t i o n  o f  t h e  b i l l  w o u l d  e l i m i n a t e  t h i s  
s c h e d u l e d  i n c r e a s e  a n d  r e d u c e  t h e  t r u s t  f u n d  r e q u i r e m e n t  t o  $ 1 . 5  
m i l l i o n ,  t h e  l e u e l  r e q u i r e d  b e f o r e  J u n e  2 0 ,  1 9 8 5 .

T h i s  p r o p o s a l  w o u l d  a u o i d  t h e  n e c e s s i t y  t o  d e c l a r e  a s  i n e l i g i b l e ,  
a p p r o K i m a t e l y  9 5 %  o f  t h e  a l i e n  s u r p l u s  l i n e  c o m p a n i e s  d o i n g  b u s i n e s s  
i n  t h e  A l a s k a  m a r k e t .  T h e r e  i s  a  g r e a t  d e a f  o f  c o n c e r n  a b o u t  t h e  
r e d u c t i o n  o f  a u a i l a b l e  i n s u r a n c e  m a r k e t s  f o r  e H p o s u r e s  i n  t h i s  s t a t e .  
I f  t h e  c u r r e n t  l a n g u a g e  i n  s t a t u t e  w e r e  t o  b e  e n f o r c e d ,  m a n y  i n s u r e r s  
w h o  n o w  p r o u i d e  u a l u a b l e  m a r k e t s  w o u l d  b e  i n e l i g i b l e  f o r  u s e  h e r e .  
R l a s k a  i s  o u t  o f  s t e p  w i t h  t h e  r e s t  o f  t h e  c o u n t r y  o n  t h i s  i s s u e  w h e r e  
t h e  n o r m  i s  a  d e p o s i t  o f  $ 1 . 5  m i l l i o n .  T h i s  p r o p o s a l  d o e s  n o t  i m p a c t  
t h e  m i n i m u m  c a p i t a l  a n d  s u r p l u s  r e q u i r e d  o f  a l i e n  i n s u r e r s .

C S H B  4 6  ( R I s )  ( 4 / 2 9 / 8 7 )
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S e c t i o n  3 0 .  ( P a g e  1 5 ,  L i n e s  8 - 2 9 ;  P a g e  1 6 ,  L i n e s  1 - 1 2 )

T h e  l a n g u a g e  t o  a c c o m p l i s h  t h e  c h a n g e  n o t e d  a b o u e  a p p e a r s  o n  P a g e  
1 5 ,  L i n e s  2 1 - 2 2 .  O t h e r  c h a n g e s  a r e  n o t  s u b s t a n t i u e .

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

T h i s  S e c t i o n  i s  a n  i m m e d i a t e  e f f e c t i u e  d a t e  f o r  S e c t i o n  3 0  o n l y .
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b

C O M M E R C I A L  C A N C E L L A T I O N
l

i
R S  2 1 . 3 6 . 2 1 0  -  3 1 0  c u r r e n t l y  p l a c e s  a  l i m i t a t i o n  o n  a n  i n s u r a n c e  
c o m p a n y ' s  r i g h t  t o  c a n c e l  i n  m i d - t e r m ,  p e r s o n a l  l i n e s  o f  i n s u r a n c e ,  
s u c h  a s  a u t o m o b i l e  i n s u r a n c e  o r  h o m e o w n e r s  i n s u r a n c e .  T h i s  w h o l e  
s e c t i o n  o f  l a w  d e a l s  w i t h  i n s u r e r  i n i t i a t e d  c a n c e l l a t i o n s .  T h e  
i n s u r a n c e  c r i s i s  o f  t h e  p o s t  f e w  y e a r s ,  a c c e n t e d  t h e  n e e d  t h a t  t h i s  
k i n d  o f  p r o t e c t i o n  s h o u l d  a l s o  b e  p r o u i d e d  f o r  c o m m e r c i a l  p o l i c i e s .

T o  a c c o m p l i s h  t h i s ,  i t  i s  n e c e s s a r y  t o  s u b s t a n t i a l l y  r e w o r k  R S  
2 1 . 3 6 . 2 1 0  -  3 1 0 .  fl n u m b e r  o f  s e c t i o n s  h o u e  b e e n  r e l o c a t e d  a n d  a  
d i s t i n c t i o n  m a d e  b e t w e e n  p e r s o n a l  i n s u r a n c e  a n d  b u s i n e s s  o r  
c o m m e r c i a l  i n s u r a n c e .  T h e  p e r s o n a l  i n s u r a n c e  l i m i t a t i o n  i s  u n c h a n g e d  
e x c e p t  t h a t  n o t i c e  p e r i o d  h a s  b e e n  r e u i s e d .  T h i s  i s s u e  h a s  b e e n  t h e  
o n e  g e n e r a t i n g  t h e  m o s t  f i n e  t u n i n g  d u r i n g  t h e  h e a r i n g  p r o c e s s .

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

T h e  n o r m a l  p e r i o d  o f  n o t i c e  f o r  c a n c e l l a t i o n  w i l l  b e  3 0  d a y s  f o r  
p e r s o n a l  l i n e s  a n d  6 0  d a y s  f o r  c o m m e r c i a l  a n d  b u s i n e s s  i n s u r a n c e  
p o l i c i e s .  N o t i c e  f o r  n o n p a y m e n t  w i l l  b e  2 0  d a y s .  N o t i c e  f o r  s p e c i a l  
r e a s o n s  s u c h  o s  s u s p e n s i o n  o r  r e u o c o t i o n  o f  l i c e n s e ,  c o n u i c t i o n  o f  a  
c r i m e  r e l a t e d  t o  t h e  t y p e  o f  c o u e r a g e  p r o u i d e d ,  a n d  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  w i l l  h o u e  a  1 0  d a y  n o t i c e .  N o t i c e  o f  n o n r e n e w o l  
w i l l  r e m a i n  a t  2 0  d a y s  f o r  p e r s o n a l  i n s u r a n c e  a n d  w i l l  b e  4 5  d a y s  f o r  
c o m m e r c i a l  n o n r e n e w a l s .

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

N o  s u b s t a n t i u e  c h a n g e .
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S e c t i o n  3 2 .  ( P o g e  1 6 ,  L i n e s  2 5 - 2 9 ;  P o g e  1 7 ,  L i n e s  1 - 2 )
i
i

N o  s u b s t a n t i u e  c h a n g e .  T h i s  i s  m e r e l y  a  r e l o c a t i o n  o f  R S  2 1 . 3 6 . 3 0 0 .  
R e f e r e n c e  t o  s o m e  e x c e p t i o n s  h a s  b e e n  d e l e t e d  s i n c e  t h o s e  w i l l  b e  
p i c k e d  u p  u n d e r  t h e  c o m m e r c i a l  o r  b u s i n e s s  d e f i n i t i o n .

S e c t i o n  3 5 .  ( P a g e  1 7 ,  L i n e s  3 - 2 1 )

N o  s u b s t a n t i u e  c h a n g e .

S e c t i o n  5 4 .  ( P a g e  1 7 ,  L i n e s  2 2 - 2 9 ;  P a g e  1 8 ,  L i n e s  1 - 9 )

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

S e c t i o n  5 5 .  ( P a g e  1 8 ,  L i n e s  1 0 - 2 9 ;  P a g e  1 9 ,  L i n e s  1 - 2 9 ;
P a g e  2 0 ,  L i n e s  1 - 2 )

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

§ ( c )  r e q u i r e s  t h e  r e t u r n  o f  u n e a r n e d  p r e m i u m  p r i o r  t o  t h e  e f f e c t i u e  
d a t e  o f  c a n c e l l a t i o n .  I f  t h e  c a n c e l l a t i o n  i s  f o r  n o n p a y m e n t ,  r e t u r n  o f  
u n e a r n e d  p r e m i u m  m u s t  o c c u r  w i t h i n  3 0  d a y s  a f t e r  n o t i c e  o f  
c a n c e l l a t i o n  i s  g i u e n .  R u d i t s  o n  a u d i t a b l e  p o l i c i e s  m u s t  a l s o  b e  m a d e  
b e f o r e  t h e  e f f e c t i u e  d o t e  o f  c a n c e l l a t i o n  a n d  u n e a r n e d  p r e m i u m  
r e t u r n e d  b e f o r e  t h e  e x p i r a t i o n  o f  t h e  p o l i c y ,  w h e r e  t h e  r e a s o n  f o r  
c a n c e l l a t i o n  i s  o t h e r  t h a n  n o n p a y m e n t ,  a n d  s o m e  s p e c i f i e d  e x c e p t i o n s .

W h i l e  t h i s  m a y  c a u s e  s o m e  d i f f i c u l t y  f o r  t h e  i n s u r e r ,  it s h o u l d  b e  
r e m e m b e r e d  t h a t  t h i s  s p e a k s  t o  o n  i n s u r e r  i n i t i a t e d  c a n c e l l a t i o n .  
I n s u r e r s  c o n  u s e  t e n t a t i u e  o r  p r o j e c t e d  n u m b e r s  f o r  t h e  p e r i o d  
f o l l o w i n g  t h e  n o t i c e  o f  c a n c e l l a t i o n .  T h e y  o f t e n  k n o w  t h e y  a r e  g o i n g  
t o  c a n c e l ,  s o  u s u a l l y  t h e y  c o n  a l s o  c o n t r o l  t h e  a u d i t  p r o c e s s .  T h e  
i n s u r e d  w i t h  a n  a u d i t a b l e  p o l i c y  i s  e n t i t l e d  t o  t h e  s a m e  p r o t e c t i o n  a s  
a n  i n s u r e d  w i t h  a  n o n a u d i t a b l e  p o l i c y .  T h e  i n s u r e r  m a y  e l e c t  t o  w a i u e  
o n  a u d i t  o n  c a n c e l l a t i o n ,  w h i c h  i s  t h e i r  r i g h t  c u r r e n t l y .  I f  t h e  D i u i s i o n
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f i n d s  t h a t  t h e  m a i u e r  i s  n o t  i n  t h e  i n s u r e d s  i n t e r e s t ,  i t  c a n  r e q u i r e  t h a t  
a n  a u d i t  b e  m a d e  u n d e r  § ( d ) .
§ ( d )  p r o u i d e s  t h a t  t h e  D i r e c t o r  h a s  t h e  a u t h o r i t y  t o  o r d e r  o n  a u d i t  
l u a i u e d  b y  a n  i n s u r e r  u n d e r  § ( c ) .  T h i s  m o u l d  b e  d o n e  m h e n  t h e  d i r e c t o r  
b e i i e u e s  a n  i n s u r e r  i s  a c t i n g  u n f a i r l y  t o  a n  i n s u r e d .

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

S e c t i o n  5 6 .  ( P a g e  2 0 ,  L i n e s  3 - 2 1 )

T h i s  s e c t i o n  p r o u i d e s  f o r  a  n o t i c e  t o  b e  g i u e n  o f  a  p r e m i u m  i n c r e a s e  o r  
o f  a  c o u e r a g e  c h a n g e  2 0  d a y s  b e f o r e  e n p i r a t i o n  i n  t h e  c a s e  o f  
p e r s o n a l  i n s u r a n c e  a n d  4 5  d a y s  b e f o r e  e u p i r a t i o n  i n  t h e  c a s e  o f  
b u s i n e s s  o r  c o m m e r c i a l  i n s u r a n c e .  T h i s  d o e s  n o t  a p p l y  t o  m o r k e r s 1 
c o m p e n s a t i o n  i n s u r a n c e .

S e c t i o n  5 7 .  ( P a g e  2 0 ,  L i n e s  2 2 - 2 9 ;  P a g e  2 1 ,  L i n e s  1 - 1 2 )

T h e  n o t i c e  o f  n o n r e n e m a l  i s  u n c h a n g e d  f o r  p e r s o n a l  i n s u r a n c e  a t  2 0  
d a y s .  T h e  n o t i c e  o f  n o n r e n e m a l  f o r  b u s i n e s s  o r  c o m m e r c i a l  i n s u r a n c e  
i s  4 5  d a y s .  F a i l u r e  t o  g i u e  r e q u i r e d  n o t i c e  r e s u l t s  i n  c o n t i n u e d  c o u e r .

t

S e c t i o n  5 8 .  ( P a g e  2 1 ,  L i n e s  1 3 - 2 2 )

. N o  s u b s t a n t i u e  c h a n g e .

C S H B  4 6  ( R I s )  ( 4 / 2 9 / 8 7 )
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S e c t i o n  4 0 .  ( P a g e  2 2 ,  L i n e s  1 0 - 1 6 )

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

S e c t i o n  4 1 .  ( P a g e  2 2 ,  L i n e s  1 7 - 2 9 ;  P a g e  2 3 ,  L i n e s  1 - 2 9 ;  
P o g e  2 4 ,  L i n e s  1 - 1 5 )
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* h .  ,

T h e  d e f i n i t i o n  o f  “ b u s i n e s s  o r  c o m m e r c i a l  i n s u r a n c e "  i s  n e i u .  T h e  
r e m a i n d e r  o f  t h e  c h a n g e s  i n  t h i s  S e c t i o n  a r e  n o t  s u b s t a n t i u e .  T h e  l i m i t  
o n  c a n c e l l a t i o n  m i l l  e n t e n d  t o  u e s s e l s  u n d e r  5 0  d i s p l a c e m e n t  t o n s  
m h i c h  m i l l  c o u e r  m o s t  o f  R l a s k a ' s  f i s h i n g  f l e e t .

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

fiS 2 1 . 3 6 . 2 1 0 ( c )  i s  r e p e a l e d  a s  i t  i s  n o t  n e e d e d .

R S  2 1 . 3 6 . 2 1 0 ( e )  i s  r e p e a l e d  b e c a u s e  i t  h a s  b e e n  r e l o c a t e d  i n  t h e  
d e f i n i t i o n  o f  “ p e r s o n a l  i n s u r a n c e 1* o n  P a g e  2 3 ,  L i n e s  1 8 - 2 9  a n d  P a g e  
2 4 ,  L i n e s  1 - 4 .

R S  2 1 . 3 6 . 2 3 0  i s  r e p e a l e d  a s  i t  i s  n o t  n e e d e d .

R S  2 1 . 3 6 . 3 0 0  i s  r e p e a l e d  b e c a u s e  i t  h a s  b e r n  m o u e d  t o  S e c t i o n  3 2 .

t
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•h . ,

P R O  R R T R  O N  C R N C E L L R T I O N S
*
i

T h e r e  a r e  t m o  b a s i c  m e t h o d s  o f  c o m p u t i n g  r e t u r n  p r e m i u m  o n  a  
c a n c e l l e d  p o l i c y .  I n  i n d u s t r y  p a r l a n c e ,  t h e s e  a r e  r e f e r r e d  t o  a s  s h o r t  
r a t e  a n d  p r o  r a t a .  S h o r t  r a t e  i s  u s e d  o n  a  c a n c e l l a t i o n  i n i t i a t e d  b y  t h e  
i n s u r e d  a n d  h a s  a  b u i l t - i n  p e n a l t y .  P r o  r a t a  i s  u s e d  o n  c a n c e l l a t i o n s  
i n i t i a t e d  b y  t h e  i n s u r a n c e  c o m p a n y  a n d  t h e  e a r n e d  p o r t i o n  o f  p r e m i u m  
i s  p r o p o r t i o n a t e  t o  t h e  p e r i o d  o f  c o u e r a g e .  T h e  s h o r t  r a t e  m e t h o d  o f  
c o m p u t a t i o n  i s  o f t e n  a  c a u s e  f o r  c o m p l a i n t  b e c a u s e  o f  a b u s e .  M o s t  
c o m p l a i n t s  d e a l  u / i t h  t h e  s i z e  o f  t h e  p e n a l t y  p r o u i s i o n .

S h o r t  r a t e  p e n a l t y  m a s  o r i g i n a l l y  i n t e n d e d  t o  r e f l e c t  a n  e x p e n s e  o f  t h e  
i n s u r e r  t h a t  m a s ,  f o r  t h e  m o s t  p a r t ,  b e y o n d  t h e  i n s u r e r s '  c o n t r o l .  I t  
a l s o  p r o u i d e s  s o m e  p r o t e c t i o n  f r o m  s e u e r e  m a r k e t  d i s r u p t i o n .  T h e  
D i u i s i o n  h a s  c o n s i d e r e d  t h e  e l i m i n a t i o n  o f  s h o r t  r a t e  b y  r e g u l a t i o n ,  b u t  
a u t h o r i t y  i s  u a g u e .  L U e  m o u l d  p r e f e r  t o  c o n t i n u e  s o m e  f o r m  o f  s h o r t  
r a t e  p e n a l t y  b u t  b e  a b l e  t o  a d d r e s s  t h e  a b u s e s .

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

T h i s  S e c t i o n  l i m i t s  t h e  s h o r t  r o t e  p e n a l t y  t o  7 . 5 7 o  o f  t h e  u n e a r n e d  
p r e m i u m .

S e c t i o n  4 7 .  ( P a g e  3 1 ,  L i n e s  5 - 7 )

T h i s  S e c t i o n  m a k e s  c l e a r  t h a t  t h i s  n e m  r e q u i r e m e n t  d o e s  n o t  a f f e c t  
i n - f o r c e  c o n t r a c t s ,  t h u s  s i d e s t e p p i n g  p o t e n t i a l  c o n s t i t u t i o n a l  
c o n f l i c t s .
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N U R S E  C O U E R R G E

T h i s  p r o p o s a l  m i l l  a d d  n u r s e s  t o  t h e  l i s t  o f  h e a l t h  c a r e  p r o f e s s i o n a l s  
m h o  c a n  o b t a i n  p r o f e s s i o n a l  l i a b i l i t y  i n s u r a n c e  f r o m  t h e  M e d i c a l  
I n d e m n i t y  C o r p o r a t i o n  o f  R l a s k a  m h :  . m a s  f o r m e d  u n d e r  R S  2 1 . 8 8  i n  
1 9 7 6 .  T h i s  i s  p r i m a r i l y  a  b a c k u p  a c t i o n  s i n c e  n u r s e s  h a u e  r e c e n t l y  
b e e n  a b l e  t o  p u t  t o g e t h e r  a  n a t i o n a l  p r o g r a m  t h a t  a p p e a r s  t o  r e s o l u e  
t h e i r  a u a i l a b i l i t y  d i f f i c u l t i e s .  T h e  D i u i s i o n  o f  I n s u r a n c e  h a s  n o  
o b j e c t i o n  t o  t h i s  p r o p o s a l .

S e c t i o n  4 5 .  ( P a g e  2 4 ,  L i n e s  2 3 - 2 9 ;  P a g e  2 5 ,  L i n e s  1 - 2 9 ;
P a g e  2 6 ,  L i n e s  1 - 2 9 ;  P a g e  2 7 ,  L i n e s  1 - 1 5 )

" N u r s e "  o r  " n u r s e s " ,  i s  a d d e d  o n  P a g e  2 4 ,  L i n e  2 7 ;  P a g e  2 5 ,  L i n e s  1 ,  4 ,  
1 2 ,  1 3 ,  0* 1 6  a n d  o n  P a g e  2 7 ,  L i n e  9 .
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RELOCRTION OF DEFINITIONS

D e f i n i t i o n s  i n  t h e  I n s u r a n c e  C o d e  ( T i t l e  2 1 )  a r e  f o u n d  i n  R S  2 1 . 9 0 .  I n  
a d d i t i o n ,  c h a p t e r s  c o n t a i n  d e f i n i t i o n s  t h a t  i n  s o m e  c a s e s  h a u e  a  m o r e  
g e n e r a l  a p p l i c a t i o n .  T h e s e  s h o u l d  b e  l o c a t e d  i n  t h e  g e n e r a l  d e f i n i t i o n  
c h a p t e r .  T h e  c h a n g e s  i n  t h i s  c a s e  a r e  n o t  s u b s t a n t i u e ,  b u t  m e r e l y  
r e p r e s e n t  r e l o c a t i o n  w i t h  o n e  e x c e p t i o n ,  t h e  d e f i n i t i o n  o f  " f i r m , "  
w h i c h  h a s  b e e n  a l r e a d y  d i s c u s s e d  o n  P a g e  8 - 9 ,  u n d e r  S e c t i o n s  1 0  0* 4 4 .

S e c t i o n  4 4 .  ( P a g e  2 7 ,  L i n e s  1 6 - 2 9 ;  P a g e  2 8 ,  L i n e s  1 - 2 9 ;
P a g e  2 9 ,  L i n e s  1 - 2 9 ;  P a g e  3 0 ,  L i n e s  1 - 1 6 )

§ ( 1 ) ,  " a d j u s t e r "  o n  P a g e  2 7 ,  L i n e s  1 9 - 2 5 ,  w a s  f o r m e r l y  R S  
2 1 . 2 7 . 5 1 0 ( a ) .

§ ( 2 ) ,  “ a g e n t "  o n  P a g e  2 7 ,  L i n e s  2 6 - 2 9  a n d  P a g e  2 0 ,  L i n e  1 ,  w a s  
f o r m e r l y  R S  2 1 . 2 7 . 4 7 0 .

§(5), "broker" on Poge 20, L ines 0-15, w o s  f o rm e r l y  AS 21.27.400.

§ ( 1 1 ) ,  " f i r m "  o n  P o g e  2 8 ,  L i n e s  2 5 - 2 8  i s  n e w .  S e e  d i s c u s s i o n  o . i  P a g e  8 .

§ ( 1 3 ) ,  " i n d e p e n d e n t  a d j u s t e r "  o n  P a g e  2 9 ,  L i n e s  3 - 4 ,  w a s  f o r m e r l y  R S  
2 1 . 2 7 . 5 1 0 ( b ) .

§ ( 2 0 ) ,  " s o l i c i t o r "  o n  P a g e  3 0 ,  L i n e s  2 - 5 ,  w a s  f o r m e r l y  R S  2 1 . 2 7 . 4 9 0 .

S e c t i o n  4 5 .  ( P a g e  3 0 ,  L i n e s  1 7 - 2 9 )

T h i s  S e c t i o n  w a s  f o r m e r l y  R S  2 1 . 2 7 . 5 2 0 .  N o  s u b s t a n t i u e  c h a n g e .

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

R S  2 1 . 2 7 . 4 7 0 ,  R S  2 1 . 2 7 . 4 8 0 ,  R S  2 1 . 2 7 . 4 9 0 ,  R S  2 1 . 2 7 . 5 1 0 ,  O' R S  2 1 . 2 7 . 5 2 0  
a r e  r e p e a l e d  a s  d i s c u s s e d  i n  S e c t i o n s  4 4  a n d  4 5  a b o u e .
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C S H B  4 6  ( R I s )  ( 4 / 2 9 / 8 7 )
P r e p a r e d  5 / 1 / 8 7

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

T h e  p r e s e n t  I n s u r a n c e  C o d e  w a s  a d o p t e d  i n  1 9 6 6 .  fit t h e  t i m e  o f  
a d o p t i o n ,  t h e r e  w e r e  a  n u m b e r  o f  p r o u i s i o n s  i n t e n d e d  t o  p r e u e n t  
d i s r u p t i o n  o f ,  t h e n ,  c u r r e n t  a c t i u i t i e s .  T h e s e  p r o u i s i o n s  a r e  n o  l o n g e r  
s i n c e  s o m e  2 0 +  y e a r s  h a u e  p a s s e d  a n d  t h e  s e c t i o n s  a r e  o b s o l e t e .  
I n c l u d e d  i n  t h e  r e p e a l  i s  a  s e c t i o n  t h a t  d u p l i c a t e s  p r o u i s i o n s  o f  t h e  
e t h i c s  b i l l  a d o p t e d  b y  t h e  F o u r t e e n t h  L e g i s l a t u r e .

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

R S  2 1 . 0 3 . 0 3 0 ,  R S  2 1 . 0 3 . 0 4 0 ,  R S  2 1 . 0 3 . 0 5 0  a n d  R S  2 1 . 0 6 . 0 4 0  a r e  
r e p e a l e d .
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C S H B  4 6  ( R I s )  ( 4 / 2 9 / 3 7 )
P r e p a r e d  5 / 1 / 8 7

E L I M I N A T I O N  O F  D O M E S T I C  T B H  E H E M P T I Q N

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

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

R S  2 1 . 0 9 . 2 1 0 ( c )  i s  r e p e a l e d  o n  L i n e  3 ,  e l i m i n a t i n g  t h e  d o m e s t i c  t a x  
e x e m p t i o n .
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OVERVIEW
CSHB 46 (RIS)
4/30/87

Prepared by: Alaska Division of Insurance
Date: 5/1/87

• • •

This proposal encompasses about 13 insurance issues in one "omnfous" 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, and 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 fiim 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.

BROKERBOND
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 AGENT
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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OVERVIEW
CSHB 46 fRIs)
4/30/B7

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 ft 
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 insirance agents and 
brokers and their handling of insurance premium monies. Unfortunately, the first sign that 
all is not well 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 would be 
good accounting records accessble 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 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 surplus 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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CSHB46fRls)
4 / 3 0 / 8 7

PRO RATA ON CANCELLATIONS
There are two basic methods of computing return premium on a cancelled plicy, 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 to the period of 
coverage. Short rate is used on a cancellation initiated by the insured and has a buifc-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.

REMOYAL OF OBSOLETE OR DUPLICATIYE 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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C S H B  4 6  ( R I s )  ( 4 / 2 9 / 8 7 )
P r e p a r e d  5 / 1 / 8 7

G E N E R A L  A G E N T S  /  M A N A G E R S
«l

S e c t i o n  1 .  ( P a g e  1 ,  L i n e s  9 - 2 0 )
S e c t i o n  2 .  ( P o g e  1 ,  L i n e s  2 1 - 2 9 ;  P o g e  2 ,  L i n e s  1 - 1 6 )
S e c t i o n  3 .  ( P o g e  2 ,  L i n e s  1 7 - 2 9 ;  P o g e  3 ,  L i n e  1 - 2 )
S e c t i o n  4 6  ( P o g e  3 1 ,  L i n e s  1 - 4 )

C O N T I N U O U S  L I C E N S E

S e c t i o n  2 .  
S e c t i o n  4 .  
S e c t i o n  5 .  
S e c t i o n  6 .  
S e c t i o n  7 .  
S e c t i o n  1 0 .  
S e c t i o n  1 2 .  
S e c t i o n  1 3 .  
S e c t i o n  1 7 .  
S e c t i o n  1 8 .  
S e c t i o n  2 2 .  
S e c t i o n  2 4 .  
S e c t i o n  2 6 .  
S e c t i o n  2 7 .  
S e c t i o n  2 8 .  
S e c t i o n  2 9 .  
S e c t i o n  4 2 .

( P o g e  1 ,  L i n e s  2 1 - 2 9 ;  P o g e  2 ,  L i n e s  1 - 1 6 )  
( P o g e  3 ,  L i n e s  3 - 1 0 )
( P o g e  3 ,  L i n e s  I I  - 2 8 )
( P a g e  3 ,  L i n e  2 9 ;  P o g e  4 ,  L i n e s  1 - 7 )
( P a g e  4 ,  L i n e s  8 - 2 9 ;  P a g e  5 ,  L i n e s  1 - 9 )

( P o g e  6 ,  L i n e s  1 5 - 2 9 ;  P o g e  7 ,  L i n e s  1 - 3 )  
( P o g e  7 ,  L i n e s  2 6 - 2 9 ;  P o g e  8 ,  L i n e s  1 - 9 )  
( P o g e  8 ,  L i n e s  1 0 - 2 2 )
( P o g e  9 ,  L i n e s  1 5 - 1 9 )
( P o g e  9 ,  L i n e s  2 0 - 2 6 )
( P a g e  1 1 ,  L i n e s  1 1 - 2 7 )
( P o g e  1 2 ,  L i n e s  1 6 - 2 9 ;  P o g e  1 3 ,  L i n e s  1 - 1 9 )  
( P a g e  1 3 ,  L i n e s  2 5 -  2 9 ;  P o g e  1 4 ,  L i n e s  1 - 7 )  
t P o g e  1 4 ,  L i n e s  8 - 1 9 )
( P o g e  1 4 ,  L i n e s  2 0 - 2 9 )
( P o g e  1 5 ,  L i n e s  1 - 7 )
( P o g e  2 4 ,  L i n e s  1 6 - 2 2 )

F I R M  /  I N D I U I D U A L  L I C E N S E

S e c t i o n  7 .  ( P o g e  4 ,  L i n e s  0 - 2 9 ;  P o g e  5 ,  L i n e s  I - 9 )
S e c t i o n  8 .  ( P a g e  5 ,  L i n e s  1 0 - 2 9 ;  P o g e  6 ,  L i n e s  1 - 8 )
S e c t i o n  9 .  ( P o g e  6 ,  L i n e s  9 - 1 4 )
S e c t i o n  1 0 .  ( P o g e  6 ,  L i n e s  1 5 - 2 9 ;  P o g e  7 ,  L i n e  1 - 3 )
S e c t i o n  1 1 .  ( P o g e  7 ,  L i n e s  4 - 2 5 )
S e c t i o n  1 4 .  ( P o g e  8 ,  L i n e s  2 3 - 2 6 )
S e c t i o n  2 3 .  ( P o g e  1 1 ,  L i n e s  2 8 - 2 9 ;  P o g e  1 2 ,  L i n e s  1 - 1 5 )
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P r e b o r e d  5 / 1 / 8 7

S e c t i o n  2 5 .
S e c t i o n  4 4 .  ( P a g e  2 7 ,  L i n e s  1 6 - 2 9 ;  P o g e  2 8 ,  L i n e s  1 - 2 °  

P o g e  2 9 ,  L i n e s  1 - 2 9 ;  P o g e  3 0 ,  L i n e s  1 - 1 6 )  
S e c t i o n  4 6 .  ( P o g e  3 1 ,  L i n e s  1 - 4 )

B R O K E R  B O N D

S e c t i o n  1 4 .  ( P o g e  8 ,  L i n e s  1 0 - 2 2 )

B R O K E R  R S  R G E N T

S e c t i o n  1 3 .  ( P a g e  8 ,  L i n e s  1 0 - 2 2 )
S e c t i o n  1 5 .  ( P o g e  8 ,  L i n e s  2 7 - 2 9 ;  P o g e  9 ,  L i n e  1 )
S e c t i o n  1 6 .  ( P o g e  9 ,  L i n e s  2 - 1 4 )
S e c t i o n  1 9 .  ( P a g e  9 ,  L i n e s  2 7 - 2 9 ;  P o g e  1 0 ,  L i n e s  1 - 9 )
S e c t i o n  2 0 .  ( P o g e  1 0 ,  L i n e s  1 0 - 2 1 )
S e c t i o n  2 1 .  ( P a g e  1 0 ,  L i n e s  2 2 - 2 9 ;  P o g e  1 1 ,  L i n e s  1 - 1 0 )

R L I E N  T R U S T  D E P O S I T S
I

S e c t i o n  3 0 .  ( P o g e  1 5 ,  L i n e s  8 - 2 9 ;  P o g e  1 6 ,  L i n e s  1 - 1 2 )
S e c t i o n  4 8 .  ( P o g e  3 1 ,  L i n e s  8 - 9 )

C O M M E R C I A L  C R N C E L L R T 1 U N

S e c t i o n  3 1 .  ( P o g e  1 6 ,  L i n e s  1 3 - 2 4 )
S e c t i o n  3 2 .  ( P o g e  1 6 ,  L i n e s  2 5 - 2 9 ;  P o g e  1 7 ,  L i n e s  1 - 2 )
S e c t i o n  3 3 .  ( P o g e  1 7 ,  L i n e s  3 - 2 1 )
S e c t i o n  3 4 .  ( P o g e  1 7 ,  L i n e s  2 2 - 2 9 ;  P o g e  1 0 ,  L i n e s  1 - 9 )
S e c t i o n  3 5 .  ( P o g e  1 8 ,  L i n e s  1 0 - 2 9 ;  P o g e  1 9 ,  L i n e s  1 - 2 9 ;

P o g e  2 0 ,  L i n e s  1 - 2 )
S e c t i o n  3 6 .  ( P o g e  2 0 ,  L i n e s  3 - 2 1 )
S e c t i o n  3 7 .  ( P o g e  2 0 ,  L i n e s  2 2 - 2 9 ;  P o g e  2 1 ,  L i n e s  1 - 1 2 )
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S e c t i o n  4 0 .  ( P a g e  2 2 ,  L i n e s  1 0 - 1 6 )
S e c t i o n  4 1 .  ( P a g e  2 2 ,  L i n e s  1 7 - 2 9 ;  P a g e  2 3 ,  L i n e s  1 - 2 9 ;

P a g e  2 4 ,  L i n e s  1 - 1 5 )
S e c t i o n  4 b .  ( P a g e  3 1 ,  L i n e s  1 - 4 )

P R O  R R T f l  O N  C A N C E L L A T I O N S

S e c t i o n  3 9 .  ( P o g e  2 1 ,  L i n e s  2 3 - 2 9 ;  P a g e  2 2 ,  L i n e s  1 - 9 )
S e c t i o n  4 7 .  ( P a g e  3 1 , L i n e s  5 - 7 )

N U R S E  C O O E R R G E

S e c t i o n  4 3 .  ( P a g e  2 4 ,  L i n e s  2 3 - 2 9 ;  P a g e  2 5 ,  L i n e s  1 - 2 9 ;
P a g e  2 6 ,  L i n e s  1 - 2 9 ;  P a g e  2 7 ,  L i n e s  1 - 1 5 )

R E L 0 C R T 1 0 N  O F  D E F I N I T I O N S

S e c t i o n  4 4 .  ( P a g e  2 7 ,  L i n e s  1 6 - 2 9 ;  P a g e  2 8 ,  L i n e s  1 - 2 9 ;
P a g e  2 9 ,  L i n e s  1 - 2 9 ;  P a g e  3 0 ,  L i n e s  1 - 1 6 )

§ ( l ) ,  ' a d j u s t e r *  o n  P a g e  2 7 ,  L i n e s  1 9 - 2 5 ,  m a s  f o r m e r l y  R S  
2 1 . 2 7 . 5 1 0 ( 0 ) .

§ ( 2 ) ,  ' o g e n t "  o n  P a g e  2 7 ,  L i n e s  2 6 - 2 9  a n d  P a g e  2 8 ,  L i n e  I ,  m a s  
f o r m e r l y  R S  2 1 . 2 7 . 4 7 0 .

§ ( 5 ) ,  " b r o k e r *  o n  P a g e  2 8 ,  L i n e s  8 - 1 5 ,  m a s  f o r m e r l y  R S  2 1 . 2 7 . 4 8 0 .

§ ( 1 1 ) ,  " f i r m "  o n  P o g e  2 8 ,  L i n e s  2 5 - 2 8  i s  n e m .  S e e  d i s c u s s i o n  o n  P o g e  8 .

§ ( 1 3 ) ,  " i n d e p e n d e n t  a d j u s t e r *  o n  P o y e  2 9 ,  L i n e s  3 - 4 ,  m o s  f o r m e r l y  R S  
2 1 . 2 7 . 5 1 0 ( b ) .

§ ( 2 0 ) ,  " s o l i c i t o r *  o n  P o g e  3 0 ,  L i n e s  2 - 5 ,  m o s  f o r m e r l y  R S  2 1 . 2 7 . 4 9 0 .
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P r e b a r e d  5 / 1 / 8 7

S e c t i o n  4 5 .  ( P a g e  3 0 ,  L i n e s  1 7 - 2 9 )
S e c t i o n  4 6 .  ( P a g e  3 1 ,  L i n e s  1 - 4 )

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

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

R E M O U R L  O F  O B S O L E T E  O R  O U P L I C R T I U E  P R O L U S I O N S  

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

I
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MEMOR A N D U M

TO: S e n a t e  Labor and Commerce Comm ittee

FROM: A m e r i c a n  Insurance Association, Thomas J. Slagle

RE: CSHB46

DATE: May 6, 1987

T h e  A m e r i c a n  Insurance A ssociation, represents 171 
p r o p e r t y / c a s u a l t y  insurance compan ies in the Unit ed States. The 
A I A  s u p p o r t s  l e g i s l a t i o n  o n  c a n c e l l a t i o n  a n d  n o n - r e n e w a l  of 
commercial policies that will both p r ovide reasonable protection 
for the comm e r i c a l  insurance consumers and provide companies with 
the f l e x i b i l i t y  they need to react to changes affecti ng indivi­
dual risks.

T h e r e  are several changes to HB46 that the A I A  believes 
will improve the legislation, and that we urge you to consider. 
These c o n c erns include:

Failure to Renew S 37

H i s t o r i c a l l y ,  there has been no notice requirement for 
n o n - r e n e w a l  of commerical policies. HB46 calls for a 
forty-five (45) day non-renewal notice on commercial and 
b u s i n e s s  p o l i c i e s .  W e  s u g g e s t  t h a t  a j u m p  f r o m  no 
r e q u i r e m e n t  to forty-five (45) days will place an u n­
n e c e s s a r y  burden on the insurer, and will not serve the 
c o n s u m e r .  In other states w h i c h  have a forty-five (45) 
day requirement for non-re newal notice, there simply has 
been m a s sive  non-renewal mailouts. We recommend that 
the period for non-renewal notice on business or commer­
ci a l  policies be shortened from forty-five (45) days to 
thirty (30) days (see page 20, line 29.)

The House J u d i c i a r y  C o m m i t t e e  incorporated a "rolling" 
p r o v i s i o n  which provides that "if notice of non-renewal 
is not given as required by this section, the existing 
p o l i c y  shall continue until the insurer provides notice 
for the time period required by this section for that 
policy." We believe that this p r o v isio n will benefit 
both the c o n sumer  and the insurer. The A I A  would like,
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in a d d i t i o n  to that p r o v i s i o n ,  that "e a r n e d  p r e m i u m  for 
a n y  p e r i o d  of c o v e r a g e  that e x t e n d s  b e y o n d  the e x p i r a­
tion d a t e  s h a ll  be c o n s i d e r e d  p r o r a t a  b a s e d  u p o n  the 
p r e v i o u s  y e a r ' s  ra t e. " As a m a t t e r  of e q ui ty , an in­
s u r e r  s h o u l d  n o t  h a v e  t o p r o v i d e  c o v e r a g e  w i t h o u t  a 
p r e m i u m  ret urn . (See p a g e  21, line 6.)

C a n c e l l a t i o n  of A u d i t a b l e  P o l i c i e s  - S 35 ( c) (2 )

T h i s  s e c t i o n  r e q u i r e s  the i n su re r to p e r f o r m ,  o r  w a i v e  
th e  a u d i t  b e f o r e  the e f f e c t i v e  da te  of c a n c e l l a t i o n  an d 
r e t u r n  or  c r e d i t  a n y  e s t i m a t e d  u n e a r n e d  p r e m i u m  be f o r e  
the e f f e c t i v e  d a t e  of c a n c e l l a t i o n .  W i t h  m a n y  a u d i t a b l e  
p o l i c i e s ,  it is v i r t u a l l y  i m p o s s i b l e  to p e r f o r m  an a ud it  
p r i o r  to c a n c e l l a t i o n ,  in p a r t i c u l a r  if th e p o l i c y  
p r e m i u m  is b as ed  on p a y r o l l  o r s a le s r e c e i p t s .  T h e  A I A  
is c o n c e r n e d  that if the r e t u r n e d  p r e m i u m  is not  a d e­
q u a t e ,  that the c o u r t s  m a y  c o n s t r u e  the c a n c e l l a t i o n  to 
b e  i n e f f e c t i v e .  T a k i n g  i n t o  c o n s i d e r a t i o n  t h e  c o n ­
s u m e r ' s  ne ed  for a r et u r n  cf p r e m i u m  to o b t a i n  a r e­
p l a c e m e n t  p o l i c y ,  and  the insurers' c o n c e r n s  w i t h  this 
se ct io n,  the A I A  s u g g e s t s  the f o l l o w i n g  la ng u a g e :  "Upon
r e t u r n  or c r e d i t  of the e s t i m a t e d  u n e a r n e d  p r e m i u m ,  the 
i n s u r e r  o r  i n s u r e d  m a y  r e q u e s t  a p o s t  c a n c e l l a t i o n  
a u d i t .  F a i l u r e  of the i n s u r e r  to r e t u r n  the p r e c i s e  
a m o u n t  of u n e a r n e d  p r e m i u m  p r i o r  to c o m p l e t i o n  of the 
a u d i t  s h a l l  not i n v a l i d a t e  the c a n c e l l a t i o n . "  (See pa g e 
19, line  26.)

W e w o u l d  be w i l l i n g  to w o r k  w i t h  the C o m m i t t e e  to i m p l e­
me n t  these ch an ge s.

T J S I 2 : m b : 59



□

FAMILY CARE CENTER
CLINIC DIRECTOR 
C a r y  J c i i  p e r  N .D .
Doctor o f  Naturopathic Medicine

r

MIDWIFERY DIRECTOR 
Sherri H o lley  

Midwife

M A Y  5  1 9 8 7

M a y  4, 1

T v j r  ~ 2 ;: z t c  r z  f e l l y  a n d  C a b l i n g ,

A s  y o u  c a n  - e e  f r o m  t h e  a t t a c h e d  l a t c c :  f r o m  A e t n a ,  s o m e  

i r.su n t : o 3  ■ ' s a n i e s  ar e d i s c r i n i n a  ti n g  a g a i n s t  -licensed .'.’jc j r o -  
:r -.’o. v i r s  n e c j u ? e  ve are ne t s p e c i f i c a l l y  l i s t e d  in A.S.
*. . r. i . jr. -; i'll D.

••■.graph D w a s  p a s s e d  i n t o  l a w  i n  1 0 8 4 .  T h e  N a t u r o p a t h i c  

l i - . e t s i r j  l a w  w a s  n o t  p a s s e d  u n t i l  1 9 8 6 ,  h e n c e  w e  w e r e  n e t  l i s t e d .  

A..' i .  ><5. 090  p a r a g r a p h  D r e c e i v e d  n c  n e g a t i v e  v o t e s  i n  w i e n e r

* h e  :i - . re  o r  S e n a t e .  A d d i n g  N a t u r o p a t h s  t o  tf:e l i s t  : :  p r o t e c t e d  

p r o v i d e r s  i s  n o t  a  e n n t r o v e r s i a l  i s s u e  a n d  w i  iI b e  g r e a t l y  a p -

r. re^ i s  e n d  b u  t h e  m a n y  p o l i c y  h o l d e r s  w h o  a r c  b e i n g  d e n i e d  f r e e d o m
• . ~ J f~t* ,

“) V
P l e a s e  a m e n d  U . S .  4 6  t o  i n c l u d e  N a t u r o p a t h s  i n  t h e  U s e  o f  ^  

; i e r s  i n A . d . 2 1  . JO . 0 0  0 p a r a g r a p h  p.  j~----------------------------------------------

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

S  i n e e  r e  1 y ,

C a r y  J a s p e r  .V.  0.

P  .S. D o n  K c o h  o f  t h e  I n  s u  r a n e e  D i v i s i o n  s u p p o r t s  t h i s  e>Vi . 

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

t h e r e  w i l l  b e  o t h e r  c h a n g e s  r.ide r o g u i r i n r  t h *  H o u s e  t o  c o n c u .  

it is nor. o u r  d e s i r e  t o  ■?I o w  t h i s  b i l l  g o w n  i f  n o  o c h e r  c h a n g - w  

a t e  p l a n n e d .

901 W . Flrewecd • Anchorage. Alaska 99503 • (907) 276-4611



• h .  ,Ik

J

PROPOSED AMENDMENT TO HB 46, "An Act relating to regulation of 
insurance; and providing for an effective date."

by SENATOR ABOOD

AS 21.36.090(d) is amended to read:

(d) A  person may not practice or permit unfair discrimination 
against a person who provides a service covered under a group disability 
policy that extends coverage on an expense incurred basis, or under a 
group service or indemnity type contract issued by a nonprofit 
corporation, if the service is within the scope of the provider's 
occupational license. In this subsection, "provider" means a state 
licensed physician, dentist, osteopath, optometrist, chiropractor, 
naturopath, or nurse midwife.

I



January 6, 1987 LIFE 4 CASUALTY

C. Jasper, N D 
1046 Mila
Anchorage, Alaska 99504

Dear Dr. Jasper:

In response to your inquiry concerning payments made by Aetna 
for services rendered by licensed naturopaths, under our 
standard medical insurance policies, 9uch services would not be 
covered, Alaska statues 21.36.090, which sets forth unfair 
provider discrimination prohibitions, does not include 
naturopaths as a protected provider and therefore, Aetna does 
not recognize naturopaths as a covered provider.

Recent legislation in Alaska instituting licensing procedures 
for naturopaths did cause temporary confusion in our office and 
resulted in some claims for naturopathic services being 
benefitted in error. Because those payments were the result of 
our error, no effort will be made to recover those erroneous 
payments. However, we will not issue benefits for such 
services after December 30, 1986, since they are not covered 
under our policies.

We apologize for any inconvenience that may have been caused by 
this situation and regret that our decision on this claim could 
not have been more favorable to you.

If you have any further questions, please respond in writing 
and we will get back to you as soon as possible.

Sincerely,

Tana Witty
Cost Containment Consultant
Employee Benefits Division - Claim Dept.
Aetna Life Insurance Company

TW/mL



PROPOSED AMENDMENT TO HD 46, "An Act relating to regulation of 
insurance; and providing for an effective date."

by SENATOR ADOOD

AS 21.36.090(d) is amended to read:

(d) A person may not practice or permit unfair discrimination 
against a person who provides a service covered under a group disability 
policy that extends coverage on an expense incurred basis, or under a 
group service or indemnity type contract issued by a nonprofit 
corporation, if the service is within the scope of the provider's 
occupational license. In this subsection, "provider" means a state 
licensed physician, dentist, osteopath, optometrist, chiropractor, 
naturopath, or nurse midwife.



January 6, 1987
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C. Jasper, N D 
1046 Mila
Anchorage, Alaska 99504

Dear Dr. Jasper:

In response to your inquiry concerning payments made by Aetna 
for services rendered by licensed naturopaths, under our 
standard medical insurance policies, such services would not be 
covered. Alaska statues 21.36.090, which sets forth unfair 
provider discrimination prohibitions, does not include 
naturopaths as a protected provider and therefore, Aetna does 
not recognize naturopaths as a covered provider.

Recent legislation in Alaska instituting licensing procedures 
for naturopaths did cause temporary confusion in our office and 
resulted in some claims for naturopathic services being 
benefitted in error. Because those payments were the result of 
our error, no effort will be made to recover those erroneous 
payments. However, we will not issue benefits for such 
services after December 30, 1986, since they are not covered 
under our policies.

We apologize for any inconvenience that may have been caused by 
this situation and regret that our decision on this claim could 
not have been more favorable to you.

If you have any further questions, please respond in writing 
and we will get back to you as soon as possible.

Sincerely,

Tana Witty
Cost Containment Consultant
Employee Benefits Division - Claim Dept.
Aetna Life Insurance Company

TW/ml
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CS H B  46 (Rules) is amended as follows:

(1) p 31, lines 1 and 2
delete AS 2 1 . 0 9 . 2 1 0 (c)

(2) p 1, lines 9 through 12 insert the following:

S e c t i o n  I. AS 21.09.210(c) is amended to read:.

Section 21.09.210(c). A domestic company which has filed 
with the division by J u l y  1, 1987 for approval to organize 
is exempt from taxation under this section-until J u l y  I > J 'w - t  
1989.. AS 21.09.210(c) is repealed effective July 1, 1989.

Renumber subsequent  sections accordingly./(3)

v r

f\rz.



CSHB 46 (Rules) is amended as follows:

(1) p 31, lines 1 and 2 
delete AS 2 1 . 0 9 . 2 1 0 (c)

(2) p 1, lines 9 through 12 insert the following:

S e ction I. AS 21.09.210(c) is amended to read:

Section 21.09.210(c). A domestic company which has filed 
with the division by J u l y  1. 1987 for approval to organize 
is exempt from taxation under this se ction-until  J u l y  1/ 
1989. AS 21.09.210(c) is repealed effective J u l y  1, 1989.

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



CS HB 46 (Rules) 

T i m e  P e riods in Bill

10 days

20 days

30 jays

45 days

60 days

N o t i c e  of c a n c e l l a t i o n  b y  insurer 
d ue to insured's license suspension or 
revocation, convic t i o n  of a crime or 
fraud or misrepresentation.
Page 18, Lines 5 and 27.

N otice of canc ellation by insurer 
due to nonpayment of p r em ium or 
withh o l d i n g  of information needed 
to determin ine premium.
Page 18, Lines 2 and 20.

R etur n of u n e a r n e d  p r emium after 
c a ncellati on notic e if cancellation is due 
to nonpayment of premium, license 
suspension or revocation, conviction 
of a crime, fraud or misrepre sentation or 
w ithholding  of information.
Page 19, Line 5.

Notice of policy or coverage change upon 
renewal of a commercial or business 
insurance policy.
Page 20, Line 14.

Permissable period for cancellation 
of personal auto policy — • if less than 
60 days old.
Page 16, Line 29.

N o t i c e  of p o l i c y  or cover a g e  change 
u p o n  renewal of a personal line of 
insurance.
P a g e  20, Line 12.

N o t i c e  of c a n c e l l a t i o n  of a 
p e r sonal line of insu rance by 
insurer. Note exceptions 
u n d e r  10 days and 20 days. 
Page 17, Line 27.

N o t i c e  of nonren e w a l  of a 
c o m m e r c i a l  or b u s in ess 
i n s u rance policy.
Page 20, Line 29.

No t i c e  of c a n c e l l a t i o n  of a 
co m m e r c i a l  or business 
insurance p o l i c y  by insurer. 
N o t e  e x c e p t i o n s  under 10 days 
and 20 days.
Page 18, Line 14.

N otice of nonrenewal 
personal line of *. 
insurance.
Page 20, Line 28.
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IN THE H OUSE
BY THE L A B O R  A N D  
COMME R C E  COMMITTEE

HOUSE BILL NO.

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

FIFTEENTH L E G I S L A T U R E  - FI RST SESS ION 

A  BILL

For an Act  entitled: "An Act r e l a t i n g  to group d i s a b i l i t y  insurance ."

BE IT ENACT ED BY THE L EGISLATURE  OF THE STATE OF ALASKA:

* Section 1. AS 21.36.090(d) is amended to read:

(d) A  person may not pra ctice or permit u n f a i r  d i s c r i m i n a t i o n  

against a person w h o  provides a service covered u n d e r  a group d i s a b i l­

ity p oli cy that extends coverage on an expense incurred basis, or 

u nder a group service or indemnity type contract issued by a n o n p r o f i t  

corporation, if the service is w i thin the scope of the p r o v i d e r’s 

occupational license. In this subsection, "provider" m eans a state 

licensed physician, dentist, osteopath, optometrist, chiropractor, 

[OR] nurse m i d w i f e , or other licensed h e a l t h  care p r a c t i t i o n e r .
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MEMORA NDUM

TO: Mark Johnson c/o Senator Tim Kelly

FROM: Thomas J. S l a g l £ % ) A m e r i c a n  Insurance Associ a t i o n

RE: Meeting April 23, 1987 - 1:00 p.m.

DATE: April 22, 1987

A s  d i s c u s s e d  in our telephone conversation, Steve Young 
f r o m  the A I A ' s  S a n  F r a n c i s c o  o f f i c e  w i l l  be w i t h  me for o u r  
meeting  tomorrow. Steve's main purpose in coming to Juneau is 
simply to meet some of the key people in the legislative process. 
We would also like to discuss concerns with HB46, the so-called 
o m n i b u s  i n s u r a n c e  bill, a n d  H B 3 6 ,  w h i c h  is c u r r e n t l y  in the 
Senate Labor and Commerce Committee.

I look forward to our meeting.
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Thomas J. Slagle, Esq 
(907) 586-3340




