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a s s o c ia t io n s  to  c o m p le t e  i t s  in c lu s i o n  a s  a n  a l lo w e d  d e p o s i t o r y  a b o v e  h a s  b e e n  
a d d e d  .

P a r a g r a p h  (2 ) (E )  f u r t h e r  d e f in e s  a l lo w a b le  i n t e r e s t  d u e  o r  a c c r u e d  a s  t h a t  
e a r n e d  o n  r e a l  e s t a t e  m o r tg a g e  lo a n s  w h ic h  a r e  a l lo w e d  in  t h e  in v e s tm e n t s  
s e c t io n  o f  t h i s  t i t le .  A ls o  c h a n g e d  is  t h e  e x c e p t io n  t h a t ,  w h e n  t h e  in t e r e s t  o r  
a n y  t a x e s  a r e  o v e r d u e  m o r e  t h a n  t h r e e  m o n t h s ,  n o n e  o f  t h e  in t e r e s t  d u e  o r  
a c c r u e d  m a y  b e  a l lo w e d  o n  t h a t  lo a n .  T h i s  c h a n g e s  th e  e x c e p t io n  in  t h e  
c u r r e n t  la w  f r o m  i n t e r e s t  o v e r d u e  1 8  m o n t h s  t o  i n t e r e s t  o v e r d u e  f o r  t h r e e  
m o n t h s  a n d  in c lu d e s  t h e  e x c e p t io n  w h e n  t a x e s  a r e  o v e r d u e  f o r  t h r e e  m o n t h s .  
T h e s e  m o d i f i c a t i o n s  e n s u r e  t h a t  i n t e r e s t  o n  o n ly  m o r t g a g e s  a c c e p t a b le  p e r  
t h i s  c h a p t e r  a r e  a l lo w e d  a n d  t h e  e x c e p t io n  e l im in a t e s  t h o s e  i n t e r e s t  a m o u n t s  
n o t  y e t  p a id  t h a t  m a y  n o t  b e  fo r t h c o m in g .

P a r a g r a p h  ( 2 ) (F ) h a s  b e e n  c h a n g e d . I t  a d d s  t h e  r e q u i r e m e n t  t h a t ,  w h e n  
c o l l a t e r a l  i s  a c c e p t e d  to  g u a r a n t e e  t h e  p a y m e n t  o f  r e n t  m o r e  t h a n  t h r e e  
m o n t h s  o v e r d u e ,  t h e  c o l l a t e r a l  m u s t  h a v e  a  c u r r e n t  m a r k e t  v a lu e  t h a t  i s  a t  
l e a s t  7 5 %  o f  t h e  a m o u n t  o f  t o t a l  r e n t  d u e .  W i t h  t h i s  a d d i t i o n ,  w h e n  t h e  
c u r r e n t  m a r k e t  v a lu e  i s  le s s  t h a n  7 5 %  o f  t h e  t o t a l  r e n t  d u e ,  t h e  d u e  a n d  
a c c r u e d  r e n t  c a n n o t  b e  a l lo w e d  a s  a n  a s s e t .  T h is  a p p l i e s  o n ly  w h e n  r e n t  is  
m o r e  t h a n  t h r e e  m o n t h s  o v e r d u e .  A l l  o t h e r  d u e  a n d  a c c r u e d  r e n t  le s s  t h a n  
t h r e e  m o n t h s  o v e r d u e  i s  a l lo w e d  a s  a n  a s s e t  w i t h o u t  c o l l a t e r a l  a s  d e f in e d  in  
c u r r e n t  la w .

P a r a g r a p h  ( 2 ) (G ) r e m a in s  th e  s a m e  a s  t h e  c u r r e n t  la w .

P a r a g r a p h  (3 )  r e m a in s  t h e  s a m e  a s  th e  c u r r e n t  la w .

P a r a g r a p h  (4 )  h a s  b e e n  a d d e d  to  a l l o w  a s  a n  a s s e t  b i l l s  r e c e i v a b le  f o r  
p r e m iu m s  a n d  i n s t a l lm e n t  p r e m iu m s  f o r  o t h e r  t h a n  l i f e  i n s u r a n c e  p o l i c ie s  
w h e n  t h e  t o t a l  o f  t h e  r e c e iv a b le  is  n o t  m o r e  t h a n  t h e  u n e a r n e d  p r e m iu m  h e ld  
f o r  th e  p o l i c y  a n d  o n ly  w h e n  th e  p a y m e n t s  a r e  c u r r e n t .

T h is  a !To w s  t h e  i n s u r a n c e  c o m p a n y  to  r e c o r d  p r e m iu m  r e c e iv a b le  o n ly  w h e n  
p a s t  p a y m e n t s  h a v e  b e e n  m a d e  t h e r e b y  s h o w in g  a  g o o d  c h a n c e  t h a t  f u t u r e  
p a y m e n t  w i l l  b e  r e c e iv e d . T h e  r e c e iv a b le  is  l im i t e d  i n  t h a t  i t  c a n n o t  b e  m o r e  
t h a n  t h e  u n e a r n e d  p r e m iu m  h e ld  o r  t h e  in d iv id u a l p o l i c y  w h ic h  e n s u r e s  t h i s  
i s  a n  o n g o in g  p o l i c y  t h a t  h a s  s o m e  p r e m iu m  in  r e s e r v e  f o r  f u t u r e  p o l i c y  
p e r i o d s .

O ld  P a r a g r a p h  (4 )  h a s  b e e n  r e n u m b e r e d  (5 )  a n d  r e m a in s  th e  s a m e  a s  t h e  
c u r r e n t  la w . .

O ld  P a r a g r a p h  ( 5 )  h a s  b e e n  r e n u m b e r e d  (6 )  a n d  r e f o r m a t t e d  t o  a d d  
S u b p a r a g r a p h  (A ). T o  S u b p a r a g r a p h  (A ) h a s  b e e n  a d d e d  tw o  s u b p a r a g r a p h .  
T h e s e  a r e  r e g a rd in g  e x e m p t io n  f r o m  th e  l im i t a t i o n  o f  a l lo w in g  a s  a s s e t s  o n ly  
t h r e e  m o n t h s  o f  p r e m iu m  in  c o u r s e  o f  c o l le c t i o n  ( le s s  c o m m is s i o n s )  p e r  
p o l ic y .
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P a r a g r a p h  (6 ) (B )  e x e m p t s  r e in s u r a n c e  p r e m iu m s  f r o m  r e i n s u r e r s  a u t h o r i z e d  
to  d o  b u s in e s s  i n  t h i s  s t a t e  f r o m  th is  t h r e e -m o n t h  l im i t a t io n .

P a r a g r a p h  (6 ) (C )  a l lo w s  a s  a n  a s s e t  m o r e  t h a n  t h r e e  m o n t h s  o f  r e i n s u r a n c e  
p r e m iu m s  r e c e i v a b le  f r o m  r e i n s u r e r s  w h e n  a  c o r r e s p o n d i n g  l i a b i l i t y  is  
r e c o r d e d  b y  t h e  r e i n s u r a n c e  c o m p a n y  b u t  n o t  w h e n  t h e  a m o u n t  d u e  m o r e  
t h a n  9 0  d a y s  i s  m o r e  t h a n  1 0 %  o f  th e  t o t a l a s s e t s  r e p o r t e d  in  t h e  la s t  f in a n c ia l 
s t a t e m e n t  f i le d  w it h  th e  d i r e c t o r .  T h i s  h e lp s  to  e n s u r e  t h e  r e c e iv a b le s  a r e  
r e c o g n iz e d  b y  t h e  r e i n s u r e r  a n d  th e  r e i n s u r e r  h a s  th e  a b i l i t y  to  p a y .

P a r a g r a p h  (7 )  d e a ls  w i th  p r e m iu m s  r e c e iv a b le  le s s  c o m m is s io n s  p a y a b le  f r o m  
a  p e r s o n  c o n t r o l le d  b y  o r  c o n t r o l l i n g  t h e  i n s u r e r .  T h is  c o n t r o l  i s  t h r o u g h  
o w n e r s h ip  o r  b y  c o n t r a c t  a n d  w h e n  t h e  p e r s o n  o w e s  m e r e  t h a n  5 0 %  o f  th e  
i n s u r e r ' s  p r e m iu m  In  c o u r s e  o f  c o l l e c t i o n  a s  r e p o r t e d  i n  t h e  f i n a n c i a l  
s t a t e m e n t .

I n  ( 7 ) (A ), t h e  p r e m iu m s  c o l le c t e d  b y  t h e  c o n t r o l l e d  o r  c o n t r o l l i n g  p e r s o n  
m u s t  b e  h e ld  i n  a  t r u s t  a c c o u n t  a t  a  b a n k  a p p ro v e d  b y  th e  d iv i s io n .  T h e s e  
fu n d s  m u s t  b e  k e p t  s e p a r a t e  f r o m  a l l  o t h e r  f u n d s  a n d  p a id  o n ly  t o  t h e  i n s u r e r  
o r  t h e  in s u r e d .  T h e  in v e s tm e n t  in c o m e  f r o m  th e  a c c o u n t  c a n  b e  a l lo c a t e d  a s  
t h e  p a r t i e s  w is h .  A l l  p r e m iu m s  c o l le c t e d  b y  t h e  c o n t r o l l e d  o r  c o n t r o l l i n g  
p e r s o n  m u s t  b e  d e p o s i t e d  in  th e  t r u s t  a c c o u n t  w i t h in  5  w o r k in g  d a y s .  T h is  
e n s u r e s  t h e  r e c e ip t  o f  p r e m iu m s  r e c e iv a b le  b y  t h e  i n s u r e r  a n d  r e in fo r c e s  th e  
p e r s o n 's  f i d u c i a r y  r e s p o n s ib i l i t i e s .

I n  ( 7 ) ( B ) ,  t h e  c o n t r o l l e d  o r  c o n t r o l l i n g  m 's o n  m u s t  p r o v id e  a  c le a n ,  
u n e x p i r e d  i r r e v o c a b le  a n d  u n c o n d i t i o n a l  le t t e r  o f  c r e d i t  p a y a b le  to  t h e  i n s u r e r  
f o r  a  t e rm  o f  a t  le a s t  o n e  y e a r  w h ic h  m e e t s  o r  e x c e e d s  th e  a m o u n t  o f  t h e  
p r e m iu m s  p a y a b le  to  t h e  i n s u r e r  a t  a n y  t im e . T h e  le t t e r  o f  c r e d i t  m u s t  h a v e  
a n  a u t o m a t i c  e x t e n s io n  f o r  o n e  y e a r  u n le s s  t h e  i n s u r e r  h a s  r e c e iv e d  3 0  d a y s  
p r i o r  to  e x p i r a t i o n  w r i t t e n  n o t ic e  t h a t  th e  l e t t e r  w i l l  n o t  b e  r e n e w e d . T h e  
le t t e r  o f  c r e d i t  m u s t  b e  i s s u e d  b y  a  F e d e r a l  R e s e r v e  B a n k  a n d  s a t i s f a c t o r y  to  
th e  d iv i s io n . T h i s  s u b s e c t io n  is  m e a n t  to  e n s u r e  t h a t  p r e m iu m s  c o l le c t e d  b y  a  
p e r s o n  c o n t r o l le d  b y  o r  c o n t r o l l in g  a n  i n s u r e r  w i l l  b e  a v a i la b le  a n d  p a id  to  th e  
i n s u r e r  w h e n  d u e  a n d , t h e re fo r e ,  c a n  b e  r e p o r t e d  a s  a n  a s s e t .

I n  ( 7 ) (C ) ,  t h e  c o n t r o l l e d  o r  c o n t r o l l i n g  p e r s o n  m u s t  p r o v id e  a  f i n a n c i a l  
g u a r a n t y  b o n d  p a y a b le  to  t h e  i n s u r e r  f o r  a  t e rm  o f  a t  le a s t  o n e  y e a r  w h ic h  
m e e t s  o r  e x c e e d s  t h e  a m o u n t  o f  th e  p r e m iu m s  p a y a b le  to  t h e  i n s u r e r  a t  a n y  
t im e . T h e  g u a r a n t e e  b o n d  m u s t  b e  o f  a  c o n t in u o u s  t e rm  a n d  c a n c e la b le  o n ly  
w h e n  th e  i n s u r e r  r e c e iv e s  a  3 0  d a y  w r i t t e n  n o t ic e  o f  t e rm in a t i o n  w i t h  th e  
b o n d  c o n t in u in g  to  c o v e r  a n y  a c ts  c o m m it t e d  p r i o r  to  t h e  t e rm in a t i o n .  T h e  
f in a n c ia l  g u a r a n t y  b o n d  m u s t  b e  i s s u e d  b y  a n  i n s u r e r  a u t h o r i z e d  to  t r a n s a c t  
b u s in e s s  in  A la s k a ,  w h o  is  n o t  r e la t e d  to  th e  i n s u r e r  o r  th e  p u r c h a s e r  o f  th e  
b o n d  a n d  b e  s a t i s f a c t o r y  to  th e  d iv is io n . T h is  s u b s e c t io n  i s  m e a n t  t o  e n s u r e  
t h a t  p r e m iu m s  c o l le c t e d  b y  a  p e r s o n  c o n t r o l le d  b y  o r  c o n t r o l l i n g  a n  i n s u r e r  
w i l l  b e  a v a i la b le  a n d  p a id  to  t h e  i n s u r e r  w h e n  d u e  a n d .  t h e r e f o r e ,  c a n  b e  
r e p o r t e d  a s  a n  a s s e t .
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I n  ( 7 ) (D ) ,  t h e  p r e m iu m s  r e c e iv a b le  f r o m  a  c o n t r o l le d  o r  c o n t r o l l i n g  p e r s o n  
c a n  b e  a l lo w e d  a s  a n  a s s e t  w h e n  a  f i n a n c i a l  e v a lu a t i o n  s h o w s  t h e  p e r s o n  is  
s o lv e n t  a n d  a b le  t o  p a y .  T h is  f in a n c ia l  e v a lu a t i o n  c a n  b e  c a l le d  b y  th e  d i r e c t o r  
a n d  w o u ld  b e  b a s e d  o n  a  r e v ie w  o f  b o o k s  a n d  r e c o r d s  o f  th e  p e r s o n .

P a r a g r a p h  (8 )  is  t h e  s a m e  a s  P a r a g r a p h  (7 ) o f  t h e  e x is t in g  la w .

P a r a g r a p h  (9 ) is  t h e  s a m e  a s  P a r a g r a p h  (8 ) o f  t h e  e x is t in g  la w .

C u r r e n t  la w  a l lo w s  a s  a n  a s s e t ,  a m o u n t s  r e c e iv a b le  b y  a n  a s s u m in g  i n s u r e r  
w h e n  a  s o lv e n t  c e d in g  i n s u r e r  w i t h h o ld s  f u n d s  u n d e r  a  r e i n s u r a n c e  t r e a t y .
P a r a g r a p h  ( 1 0 ) ,  w h ic h  is  s im i la r  t o  P a r a g r a p h  (9 ) o f  th e  e x i s t in g  la w , h a s  b e e n
a m e n d e d  t o  r e q u i r e  t h e  a m o u n t  a l lo w e d  a s  a n  a s s e t  n o t  to  e x c e e d  th e  a m o u n t s  
r e c o rd e d  a s  a  l i a b i l i t y  b y  th e  a s s u m in g  i n s u r e r  f o r  u n p a id  lo s s e s  a n d  r e s e r v e s  
u n d e r  t h e  r e i n s u r a n c e  t r e a t y .  T h is  s u b s e c t i o n  r e q u i r e s  t h a t ,  w h e n  a  c e d in g  
i n s u r e r  w i t h h o ld s  f u n d s  u n d e r  a  r e in s u r a n c e  t r e a t y  to  g u a r a n t e e  t h e  p a y m e n t  
o f  a m o u n t s  d u e , t h e  a s s u m in g  r e i n s u r e r  m a y  r e p o r t  t h e s e  a m o u n t s  w i t h h e ld  a s  
a n  a s s e t  w h e n  t h e y  a ls o  h a v e  r e p o r t e d  t h e  p a y a b le  a s  a  l i a b i l i t y .  A n y  e x c e s s  
w i t h h e ld  o v e r  t h e  l i a b i l i t y  m a y  n o t  b e  r e p o r t e d  a s  a n  a s s e t  b y  t h e  a s s u m in g  
in s u r e r .

P a r a g r a p h  (1 1 )  is  t h e  s a m e  a s  P a r a g r a p h  (1 0 )  o f  th e  e x is t in g  la w .

P a r a g r a p h  ( 1 2 )  d e f in e s  t h e  E D P  e q u ip m e n t  t h a t  is  a l lo w a b le  a s  a n  a s s e t .  T h e  
a s s e t  c a n  o n ly  b e  e le c t r o n i c  d a t a  p r o c e s s in g  a n d  r e la t e d  e q u ip m e n t  a n d  
o p e r a t in g  s o f tw a r e  t h a t  i s  a  d a t a  p r o c e s s in g ,  r e c o r d  k e e p in g ,  o r  a c c o u n t in g  
s y s t e m . T h e  s y s t e m  m u s t  c o s t  $ 5 0 , 0 0 0  o r  m o r e  a n d  t h e  c o s t  m u s t  b e  
d e p re c ia t e d  f u l l y  ( p e r i o d i c a l ly  c h a rg e d  t o  e x p e n s e )  o v e r  t e n  c a le n d a r  y e a r s  o r  
le s s .  T h e  c u r r e n t  la w  a l lo w s  a  s y s t e m  o f  $ 2 5 , 0 0 0  o r  m o r e  i n  c o s t ,  b u t  th e  
p r o p o s e d  la w  h a s  i n c r e a s e d  t h i s  t o  $ 5 0 , 0 0 0  t o  e n s u r e  o n l y  t r u e  d a t a  
p r o c e s s i n g  s y s t e m s  a r e  a l lo w e d  a s  a s s e t s .  T h e  t e n - y e a r  p e r i o d  f o r  
d e p r e c ia t io n  h a s  n o t  c h a n g e d .

P a r a g r a p h  ( 1 3 )  h a s  b e e n  a d d e d  to  a l lo w  a s  a n  a s s e t ,  r e c e iv a b le s  w h ic h  a r i s e  
f r o m  in c o m e  t a x  a l l o c a t i o n s  b e tw e e n  o r g a n i z a t i o n s .  T h e s e  a s s e t s  m u s t  s te m  
f r o m  a  t a x  a l l o c a t i o n  a g r e e m e n t  w h ic h  m e e t s  IR S  r e g u la t i o n s ,  d e s c r ib e s  th e  
m e th o d  o f  a l l o c a t i o n ,  a n d  s e t s  a  r e a s o n a b le  t im e  f o r  s e t t l i n g  t h e  b a la n c e s  
r e c e iv a b le  a f t e r  f i l i n g  o f  t h e  t a x  r e t u r n .  T h e  r e c e iv a b le  m u s t  b e  d u e  f r o m  a  
s o lv e n t  o r g a n i z a t i o n  t h a t  is  n o t  in  d e fa u lt  o n  i t s  o b l ig a t io n s  a n d  m u s t  m e e t  a l l  
o t h e r  r e q u i r e m e n t s  f o r  a d m i t t e d  a s s e t s .  T h e  r e c e iv a b le  m u s t  a ls o  h a v e  a  
r e la t e d  l i a b i l i t y  e s t a b l i s h e d  b y  o t h e r  o r g a n i z a t i o n s  p a r t i c i p a t i n g  in  th e  
a g r e e m e n t .  T h i s  P a r a g r a p h  d e f in e s  th e  r e q u i r e m e n t s  w h ic h  m u s t  b e  m e t  
b e fo r e  a  r e c e iv a b le  b a s e d  o n  a  t a x  a l lo c a t io n  c a n  b e  a llo w e d  a s  a n  a s s e t .

P a r a g r a p h  (1 4 )  h a s  b e e n  a d d e d  to  a l lo w  a s  a n  a s s e t  th e  e f fe c t  o f  t h e  e x c e s s  o f  
a s s e t s  o v e r  l i a b i l i t i e s  o n  c o n v e r s i o n  to  U .S .  c u r r e n c y  w h e n  t h e  i t e m s  a r e  
r e p o r t e d  i n  fo r e ig n  c u r r e n c ie s .  B y  w a y  o f  e x p la n a t io n ,  i f  e a c h  o f  t h e  a s s e t  a n d  
l i a b i l i t y  i t e m s  is  r e p o r t e d  in  fo r e ig n  c u r r e n c y ,  t h i s  e n t r y  w o u ld  c o n v e r t  th e  n e t  
t o t a l  to  U .S .  d o l la r s .  I f  e a c h  in d iv id u a l l in e  i t e m  is  c o n v e r t e d  t o  U .S .  d o l la r s ,
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t h e  r e s u l t a n t  g a in  o r  l o s s  in  f o r e ig n  e x c h a n g e  r a t e s  i s  r e c o r d e d  o n  th e  
s t a t e m e n t  o f  o p e r a t io n s .

P a r a g r a p h  ( 1 5 )  i s  a d d e d  to  a l lo w  a s  a n  a s s e t  o n ly  t h e  u n s e c u r e d  r e c e iv a b le  
f r o m  a  s o lv e n t  a f f i l i a t e  t h a t  i s  n o t  m o re  t h a n  s i x  m o n t h s  p a s t  d u e  a n d  w h e re  a  
r e la t e d  l i a b i l i t y  h a s  b e e n  r e p o r t e d  b y  t h e  a f f i l i a t e s .  T h i s  e n s u r e s  t h a t  th e  
r e c e iv a b le  i s  r e c o g n iz e d  a s  a  p a y a b le  b y  th e  a f f i l i a t e  a n d  p a y m e n t  w i l l  b e  m a d e  
w ith in  s i x  m o n th s .

P a r a g r a p h  ( 1 6 )  a l lo w s  a s  a n  a s s e t ,  a  r e c e iv a b le  f r o m  a  w h o l l y  o r  p a r t i a l l y  
u n in s u r e d  a c c id e n t  a n d  h e a l t h  p la n .  T h is  w o u ld  a r i s e  f r o m  a  s e l f - i n s u r a n c e  
p la n  o f  t h e  i n s u r e r .

P a r a g r a p h  ( 1 7 )  i s  s u b s t a n t i a l ly  s im i la r  to  P a r a g r a p h  ( 1 2 )  o f  t h e  e x i s t in g  la w . 
b u t  r e v is e s  t h e  p r o c e s s  t h a t  r e q u i r e s  th e  a p p r o v a l  o f  th e  d i r e c t o r  a s  n e c e s s a r y  
f o r  t h e  r e p o r t in g  o f  a s s e t s  n o t  s p e c i f ic a l ly  l i s t e d  i n  t h i s  c h a p t e r  o f  s t a t u t e s .  I t  
i s  r e p la c e d  w i t h  a n  a l lo w a n c e  f o r  t h o s e  a s s e t s  i n c lu d e d  i n  t h e  a n n u a )  
s t a t e m e n t  f o rm  a n d  c o n s i s t e n t  w i t h  i n s t r u c t i o n s  p u b l i s h e d  b y  t h e  N A IC  (a s  
a p p ro v e d  b y  t h e  d i r e c t o r ) .

P a r a g r a p h  (1 8 )  i s  t h e  s a m e  a s  P a r a g r a p h  (1 3 )  o f  t h e  e x i s t in g  la w .

S e c t io n  2 3 .  A S  2 1 . 1 8 . 0 3 0 .  A s s e t s  N o t  A llo w e d  
P a g e  2 2 .  l in e  2  to  p a g e  2 3 .  l in e  1 6 .

S u b s e c t i o n s  ( a ) ( 1 ) - (3 ) r e m a in  th e  s a m e  a s  th e  c u r r e n t  la w .

S u b s e c t i o n  ( a ) ( 4 )  i s  a m e n d e d  to  s p e c i f i c a l ly  e x c lu d e  f r o m  a s s e t s  t a n g ib le  
p e r s o n a l  p r o p e r t y ,  in c lu d in g  b u t  n o t  l im i t e d  to  t h a t  l i s t e d  i n  t h e  c u r r e n t  la w . 
I t  is  a ls o  a m e n d e d  t o  r e m o v e  t h e  b r o a d  e x c e p t i o n  t h a t  a l l o w s  p r o p e r t y  
p e rm i t t e d  u n d e r  A S  2 1 . 2 1  ( I n v e s tm e n t s )  b u t  r e t a i n s  t h e  e x e m p t i o n  in  
2 1 . 2 1 . 2 7 0  r e g a r d i n g  a c q u i s i t i o n s  o f  p r o p e r t y  t h r o u g h  t h e  f o r e c lo s u r e  o f  
c h a t t e l m o r tg a g e s . T h e s e  a m e n d m e n t s  a d d  a  b r o a d  d e f in i t i o n  o f  t h e  t y p e s  o f  
p r o p e r t y  t h a t  c a n n o t  b e  h e ld  a n d  l im i t s  t h e  e x c e p t io n s  in c lu d e d  i n  A S  2 1 . 2 1 .

S u b s e c t io n  (a ) (5 )  r e m a in s  th e  s a m e  a s  th e  c u r r e n t  la w .

S u b s e c t i o n  (a ) (6 )  e x c lu d e s  b o n d s  a n d  n o t e s  w h ic h  a r e  s e c u r e d  b y  m o r tg a g e s  
o r  d e e d s  o r  t r u s t  w h ic h  a r e  i n  d e fa u lt .

S u b s e c t i o n  (a ) ( 7 )  i s  a d d e d  to  e x c lu d e  t h e  p a y m e n t s  o f  A lt e r n a t i v e  M in im u m  
T a x  o r  o t h e r  t a x  r e fu n d s  r e c e iv a b le  f r o m  U .S . o r  s t a t e  t a x in g  a u t h o r i t i e s  w h ic h  
a re  in  d i s p u t e .  T h is  e l im in a t e s  th e  r e c o r d in g  a s  a n  a s s e t  o f  lo n g - t e rm  t a x  
re c e iv a b le s  in  d i s p u t e  a n d  n o n c o l le c t ib le .

S u b s e c t i o n  (a ) (8 )  i s  a d d e d  to  e x c lu d e  t h e  a m o u n t  o f  c o m m it t e d  c o m m is s io n s  
w h e re  t h e  p r e s e n t  v a lu e  o f  f u t u r e  c o m m is s io n s  i s  p a id  in  a d v a n c e  to  a g e n t s .
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S u b s e c t i o n  (a ) (9 )  i s  a d d e d  to  e x c lu d e  a s  a s s e t s  th e  f o rw a r d in g  o f  c o m m is s io n s  
a n d  fe e s  b e fo r e  t h e  e a r n in g  o f  t h e s e  a m o u n t s  b y  a g e n t s .  T h e s e  s u b s e c t io n s  
e x c lu d e  w h a t  w o u ld  b e  a  p r e p a y m e n t  a m o u n t  to  a g e n t s  t h a t  w o u ld  b e  h ig h ly  
u n c o l le c t ib le  f o r  th e  p a y m e n t  o f  l i a b i l i t i e s .

S u b s e c t i o n  ( a ) ( 1 0 )  e x c lu d e s  u n s e c u r e d  lo a n s  f r o m  o u t s id e  s o u r c e s  s in c e  th e s e  
a r e  u n k n o w n  c o l le c t io n  r i s k s .

S u b s e c t i o n  (b ) r e q u i r e s  t h a t  a l l  a s s e t s  w h ic h  a r e  n o t  a l lo w e d  b e c a u s e  o f  
d o u b t f u l  v a .'u e  o r  c h a r a c t e r  b e  d e d u c t e d  f r o m  th e  g r o s s  a s s e t s  u n le s s  th e  
d i r e c t o r  p e i  m it s  a  r e s e r v e  ( l i a b i l i t y )  in s t e a d .  T h i s  s e c t i o n  r e q u i r e s  a  f u l l  
r e p o r t i n g  o f  a s s e t s  h e ld  a n d  d e d u c t in g  a s s e t s  w i t h  q u e s t i o n a b le  v a lu e  to  
d e t e rm in e  a n  in s u r e r ' s  a b i l i t y  t o  m e e t  i t s  c o n t r a c t u a l  o b l ig a t io n s .

S e c t io n  2 4 .  A S  2 1 . 1 8 . 0 6 0 ( a ) .  U n e a rn e d  P r e m iu m  R e s e rv e  
P a g e  2 3 .  l i n e s  1 7 - 2 1 .

T h i s  s u b s e c t i o n  h a s  b e e n  a m e n d e d  o n ly  to  r e f le c t  e d i t o r i a l  c h a n g e s .  N o  
c h a n g e  in  t h e  e x i s t in g  la w  o r  in t e n t  h a s  b e e n  u n d e r t a k e n .

S e c t io n  2 5 .  A S  2 1 . 1 8 . 0 6 0 ( b ) .  U n e a r n e d  P r e m iu m  R e s e rv e  
P a g e  2 3 .  l i n e  2 2  to  p a g e  2 4 .  l i n e  1 9 .

T h i s  s u b s e c t i o n  h a s  b e e n  a m e n d e d  o n ly  to  r e f le c t  e d i t o r i a l  c h a n g e s .  N o  
c h a n g e  in  th e  e x i s t in g  la w  o r  in t e n t  h a s  b e e n  u n d e r t a k e n .

S e c t io n  2 6 .  A S  2 1 . 1 8 . 0 7 3 .  U n e a rn e d  P r e m iu m  R e s e r v e  f o r  T i t le  I n s u r a n c e  
P a g e  2 4 .  l i n e  2 0  to  p a g e  2 6 .  l in e  2 .

T h is  s e c t io n  i s  a d d e d  t o  r e q u i r e  r e s e r v e s  in  a d d i t i o n  to  t h o s e  r e q u i r e d  to  p a y  
lo s s e s  f o r  T i t le  i n s u r a n c e .  T h is  is  to  t a k e  t h e  f o rm  o f  a  g u a r a n t y  fu n d  o r  
u n e a r n e d  p r e m iu m  r e s e r v e  a n d  s u c h  f u n d s  c a n n o t  b e  u s e d  f o r  g e n e r a l  
p u r p o s e s .  In v e s tm e n t  o f  t h e s e  f u n d s  i s  a l lo w e d  a n d  in t e r e s t  c a n  b e  in c lu d e d  
i n  th e  i n s u r e r ' s  g e n e r a l  in c o m e . T h i s  r e s e r v e  s h a l l  b e  c a lc u la t e d  f o r :  (1 )
p o l i c ie s  i s s u e d  a f t e r  J a n u a r y  1 , 1 9 9 1  a s  1 0 %  o f  p r e m iu m s  w r i t t e n  i n  t h e  
c a le n d a r  y e a r  w h ic h  w i l l  b e  r e d u c e d  b y  5 %  f o r  e a c h  o f  t h e  n e x t  2 0  y e a r s ;  a n d
(2 ) p o l ic ie s  i s s u e d  b e fo r e  J a n u a r y  1 , 1 9 9 1  a s  $ . 3 0  p e r  $ 1 , 0 0 0  fa c e  a m o u n t  o f  
a l l  p o l ic ie s  i s s u e d  in  t h e  la s t  t e n  y e a r s .  N o  a d d i t i o n a l  r e s e r v e  o f  t h i s  ty p e  is  
r e q u i r e d  f o r  p o l ic ie s  i s s u e d  m o r e  t h a n  te n  y e a r s  a g o . T h is  e n s u r e s  s u f f i c i e n t  
a s s e t s  to  p a y  c la im s .
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S e c t io n  2 6 .  A S  2 1 . 1 8 . 0 7 5 .  B a i l  B o n d  R e s e r v e
P a g e  2 6 .  l in e  3  t o  p a g e  2 6 .  l in e  1 0 .

T h e  d i r e c t o r  m a y  r e q u i r e  a  r e s e r v e  f o r  b a i l  b o n d s  o r  o t h e r  s in g le  
p r e m iu m  b o n d s  t h a t  a r e  w i t h o u t  a n  e x p i r a t i o n  d a t e  a n d  f u r n i s h e d  in  ju d i c i a l  
p r o c e e d in g s  i n  t h e  a m o u n t  o f  2 5 %  o f  t o t a l  c o n s id e r a t i o n  c h a r g e d  f o r  t h o s e  
b o n d s  o u t s t a n d in g .  T h i s  e n s u r e s  s u f f i c i e n t  r e s e r v e s  t o  p a y  c la im s  a n d  is  in  
p la c e  o f  th e  u n e a r n e d  p r e m iu m  r e s e r v e  r e q u i r e d  b y  A S  2 1 . 1 8 . 0 5 0 .

S e c t io n  2 7 .  A S  2 1 . 1 8 . 1 2 0 .  V a lu a t i o n  o f  B o n d s  
P a ge 2 6 .  l in e s  1 1  t o  p a g e  2 7 .  l in e  1.

T h is  s e c t io n , i n  g e n e r a l ,  s e t s  o u t  t h e  v a lu a t i o n  o 0 b o n d s  t h a t  a r e  a l lo w e d  t o  b e  
p u r c h a s e d  a n d  h o w  t h e y  a r e  to  b e  r e c o r d e d .  I t  i s  a m e n d e d  to  r e q u i r e  t h e  
b o n d s  b e  i s s u e d  b y  a  s o lv e n t  e n t i t y  a n d  r e q u i r e s  a m o r t i z a t i o n  o f  b o n d  p r e m iu m  
o r  d i s c o u n t .

S e c t io n  2 8 .  A S  2 1 . 1 8 . 9 0 0 .  D e f in i t i o n s  
P a g e  2 7 .  l in e s  2  - 2 5 .

A  n e w  s e c t io n  h a s  b e e n  a d d e d  to  d e f in e  t e rm s  u s e d  in  A S  2 1 . 1 8 .

IN V E S T M E N T S .  ( S e c t i o n s  2 9 - 5 0 )

T h e  in v e s tm e n t  o f  a n  i n s u r e r ' s  a s s e t s  in  a p p r o p r i a t e  a n d  s a fe  in v e s tm e n t s  is  
im p o r t a n t  f o r  c o n t in u in g  s o lv e n c y . T h e s e  s e c t io n s  e x t e n s iv e ly  e x p a n d  o n  t h e  
k in d ,  q u a li t y ,  a n d  a m o u n t s  o f  in v e s tm e n t s  a l lo w e d  to  b e  m a d e  b y  a n  i n s u r e r  o f  
i t s  a s s e t s .  T h e  ty p e s  o f  e q u i t ie s  a n d  in v e s tm e n t s  h a v e  c h a n g e d  s ig n i f i c a n t ly  in  
t h e  l a s t  tw e n t y  y e a r s  a n d  * h e  a m e n d m e n t s  b r i n g  r e c o g n i t i o n  o f  t h e s e  n e w  
in v e s tm e n t s  a n d  th e  r u l e s  f o r  a n  i n s u r e r  d e s i r in g  t o  in v e s t  i t s  a s s e t s  in  th e m .

S e c t io n  2 9 .  A S  2 1 . 2 1 . 0 2 0 ( c ) .  E l ig ib le  In v e s tm e n t s  
P a g e  2 7 .  l i n e s  2 6 - 2 9 .

C h a n g e s  s im p l i f y  th e  la n g u a g e  a n d  d e le te  th e  g r a n d f a t h e r i n g  n e c e s s a r y  f o r  th e  
1 9 6 6  m a jo r  r e d r a f t i n g  o f  t h i s  c h a p t e r  b u t  w h ic h  n o w , a f t e r  2 2  y e a r s ,  is  n o t  
r e q u i r e d .

S e c t io n  3 0 .  A S  2 1 . 2 1 . 0 3 0 ( c ) .  G e n e ra l Q u a l i f i c a t i o n s  
P a g e  2 8 .  l in e s  1 - 9 .

E d i t o r i a l  c h a n g e s  in  t h i s  S e c t io n  a c c o m m o d a t e  c h a n g e s  m a d e  in  S e c t io n  2 7 .
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S e c t io n  3 1 .  A S  2 1 .2 1 . 0 3 0 ( d ) - ( e ) .  G e n e r a l  Q u a l i f i c a t i o n s
P a g e  2 8 .  l i n e  1 0 - 2 0 .

T h e s e  m o d i f i c a t i o n s  c lo s e  a  l o o p h o le  in  t h e  la w .  I n s u r e r s  c a n  a c q u i r e  
o t h e rw is e  in e l ig ib le  a s s e t s  b y  a c c e p t in g  t h e s e  a s s e t s  a s  p a y m e n t  u n d e r  a  
c o n t r a c t  o f  r e in s u r a n c e .  T h e  n e w  s e c t io n  r e q u i r e s  t h e  p r i o r  w r i t t e n  a p p r o v a l  
o f  t h e  d i r e c t o r  c o n c e r n i n g  a  r e i n s u r a n c e  c o n t r a c t  b e i n g  p u r c h a s e d  
s u b s t a n t i a l ly  w i th  in e l ig ib le  a s s e t s .  S h o u ld  s u c h  a  t r a n s a c t i o n  h a v e  o c c u r r e d  
w i t h o u t  t h e  p r i o r  a p p r o v a l  o f  t h e  d i r e c t o r ,  t h e  d i r e c t o r  i s  g iv e n  a  r a n g e  o f  
o p t i o n s  f o r  d e a l i n g  w i t h  e i t h e r  t h e  i n e l i g ib le  a s s e t s  o r  t h e  c o n t r a c t  o f  
r e in s u r a n c e .

S e c t io n  3 2 .  A S  2 1 . 2 1 . 0 5 0 .  D iv e r s i f ic a t i o n  o f  In v e s tm e n t s  
P a g e  2 8 .  l in e  2 1  to  p a g e  3 1 .  l in e  2 .

T h e s e  c h a n g e s  e x e m p t  a  n e w  c la n  o f  s e c u r i t ie s  f r o m  th e  g e n e r a l  p r o h ib i t i o n  o f  
le n d in g  b a s e d  u p o n  t h e  c r e d i t  o f  o r  in v e s t in g  in  a n y  o n e  p e r s o n  o r  c a t e g o r y  o f  
r i s k  m o r e  t h a n  f iv e  p e r c e n t  o f  a n  in s u r e r ' s  a s s e t s .  T h e  n e w  c a t e g o r y  i s  th e  
g e n e r a l o b l ig a t io n  o f  a  s t a t e  o f  t h e  U n i t e d  S t a t e s  o f  A m e r ic a  n o t  in s o lv e n t  a n d  
w h o s e  s e c u r i t i e s  a r e  n o t  t h e n  in  d e fa u lt .  T h e s e  s e c u r i t i e s  a r e  ju d g e d  to  b e  a  
s a fe  a n d  p r u d e n t  in v e s tm e n t s  w it h  t h e  c h a n g e  a l lo w in g  la r g e r  in v e s tm e n t s  b y  
A la s k a n  i n s u r e r s  in  t h e  s e c u r i t ie s  o f  th e  S t a t e  o f  A la s k a .

A n  in v e s tm e n t  l im i t a t i o n  d e s ig n e d  to  a d d  to  th e  s a f e t y  a n d  s o u n d n e s s  o f  
A la s k a ' s  d o m e s t ic  i n s u r a n c e  i n d u s t r y  i s  in c r e a s e d .  C u r r e n t  la w  r e q u i r e s  a  
d o l l a r  f i g u r e  e q u a l t o  a  d o m e s t ic  i n s u r e r ' s  m in im u m  r e q u i r e d  c a p i t a l  t o  b e  
in v e s te d  i n  s p e c i f ie d  a s s e t s  h a v in g  a  m in im u m  o f  a s s o c ia t e d  r i s k .  T h e  c h a n g e s  
m o d i fy  t h e  m in im u m  d o l l a r  a m o u n t  to  t h e  h ig h e r  o f  t h e  p r e v i o u s ly  s p e c i f ie d  
m in im u m  c a p i t a l  o r  o n e - h a l f  o f  th e  in s u r e r ' s  r e p o r t e d  c a p i t a l  a s  s h o w n  o n  i t s  
m o s t  r e c e n t  s t a t e m e n t  o f  f i n a n c i a l  c o n d i t i o n  f i le d  w i t h  t h e  d i r e c t o r .  T h e  
s p e c i f ie d  "m in im u m  r i s k "  a s s e t s  a r e  m o d i f ie d  to  r e q u i r e  b a n k  d e p o s i t s  t o  b e  
f u l l y  i n s u r e d  o r  c o l la t e r a l i z e d ,  a n d  r e a l  e s ta t e  m o r tg a g e  lo a n s  a r e  e lim in a t e d  a s  
a  "m in im u m  r i s k "  a s s e t .

F i n a l ly ,  t h e  d i r e c t o r  i s  g iv e n  th e  a u t h o r i t y  to  c o n s e n t  to  a n  i n s u r e r  in v e s t in g  
m o r e  t h a n  t e n  p e r c e n t  o f  i t s  a s s e t s  in  c o m m o n  s t o c k s  w h ic h  is  t h e  s a m e  
a u t h o r i t y  g r a n t e d  t h e  d i r e c t o r  i n  S u b s e c t i o n s  (5 ) a n d  (7 )  w h ic h  d e a l w i t h  
c o r p o r a t e  o b l ig a t io n s  a n d  m is c e l la n e o u s  a s s e t s .

S e c t io n  3 3 .  A S  2 1 . 2 1 . 0 8 0 .  S t a te .  C o u n ty .  M u n ic ip a l a n d  S c h o o l O b lig a t io n s  
P a g e  3 1 .  l in e s  3 - 1 5 .

T h e  a m e n d m e n t s  t o  t h i s  s e c t io n  r e q u i r e  t h a t  m o r e  c o n s e r v a t iv e  in v e s tm e n t  
c h o ic e s  b e  m a d e  b y  i n s u r e r s  in  r e s p e c t  to  in v e s tm e n t  in  t h e  o b l ig a t io n s  o f  th e  
p o l i t i c a l  s u b d iv i s i o n s  o f  a  s t a t e  o r  p r o v in c e .  T h e y  e l im in a t e ,  a s  a n  e lig ib le  
in v e s tm e n t ,  t h e  o b l i g a t i o n s  s e c u r e d  b y  a  p le d g e  o r  a s s ig n m e n t  o f  s p e c i f ic  
r e v e n u e s  o f  a  p o l i t i c a l  s u b d iv i s io n .  T h is  p a r a l l e ls  t h e  r e c e n t  t ig h t e n in g  d o n e
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b y  t h e  f e d e r a l  g o v e r n m e n t  w i t h  r e s p e c t  t o  t a x  e x e m p t io n  f o r  t h e  in t e r e s t  f r o m  
i n d u s t r i a l  r e v e n u e  b o n d s .  B o n d s  w h ic h  a r e  p a y a b le  o n ly  f r o m  a  s p e c i f i c  
r e v e n u e  s o u r c e  m a y  c a r r y  t h e  p a t i n a  o f  s a f e t y  a s s o c ia t e d  w i t h  t h e  p o l i t i c a l  
s u b d iv i s i o n  b y  w h o m  t h e y  a r e  i s s u e d  b u t ,  in  fa c t , a r e  n o t  r e q u i r e d  to  b e  p a id  
s h o u ld  t h e  s o u r c e  o f  r e v e n u e  f a i l ,  a s  w o u ld  b e  t h e  c a s e , w i t h  a  s u b d iv i s i o n ’s  
g e n e r a l  o b l ig a t i o n  b o n d .  R e v e n u e  b o n d s  o f  s t a t e s  a n d  p r o v in c e s  a n d  p o l i t i c a l  
s u b d iv i s io n s  t h e r e o f  c o n t in u e  a s  e lig ib le  in v e s tm e n t s  u n d e r  t h i s  c h a p t e r .

T h e s e  c h a n g e s  f u r t h e r  r e q u i r e  t h a t  f o r  o b l ig a t io n s  o f  s t a t e s  a n d  p o l i t i c a l  s u b ­
d iv is io n s  t o  b e  e lig ib le  f o r  in v e s tm e n t ,  th e  a s s o c ia t e d  s t a t e  o r  p r o v in c e  b e :

( 1 )  s o lv e n t ;

( 2 )  h a v e  t h e  p o w e r  t o  le v y  t a x e s  f o r  p r o m p t  p a y m e n t ;  a n d

( 3 )  n o t  b e  in  d e fa u lt  o n  i t s  o b l ig a t io n s .

S e c t io n  3 4 .  A S  2 1 . 2 1 . 1 3 0 .  In t e r -A m e r ic a n  D e v e lo p m e n t  B a n k  
P a g e  3 1 .  l i n e s  1 6 - 2 2 .

T h is  c h a n g e  a d d s  t h e  A f r ic a n  a n d  A s ia n  D e v e lo p m e n t  B a n k s  to  t h e  e lig ib le  l i s t  
o f  d e v e lo p m e n t  b a n k s  in t o  w h ic h  in v e s tm e n t s  c a n  b e  p la c e d .  P r o v i s i o n s  
r e g a r d in g  s o lv e n c y  a n d  n o n d e f a u l t  s t a t u s  a r e  a ls o  a d d e d  f o r  e l ig ib i l i t y .  T h is  
s e c t io n  i s  c o n t a in e d  in  S B  3 5 3  b y  S e n a t o r  K e l ly  w h ic h  i s  in  th e  H o u s e  L a b o r  
a n d  C o m m e rc e  C o m m it t e e .

S e c t io n  3 5 .  A S  2 7  ~i4 0 f a ) .  C o rp o r a t e  B o n d  a n d  D e b e n tu r e s
P a g e  3 1 .  l i n  to  p a g e  3 2 .  l in e  1 1 .

A m e n d m e n t s  t o  t h i s  s e c t io n  a r e  t o  e n h a n c e  t h e  c la r i t y  o f  t h e  la n g u a g e .  T h e  
in t e n t  o f  t h e  e x i s t in g  la w  is  n o t  a lt e r e d .

S e c t io n  3 6 .  A S  2 1 . 2 1 . 1 4 0 f b l .  C o rp o r a t e  B o n d  a n d  D e b e n tu r e s  
P a g e  3 2 .  l i n e s  1 2 - 2 3 .

A m e n d m e n t s  t o  t h i s  s e c t io n  l  to  e n h a n c e  th e  c la r i t y  o f  t h e  la n g u a g e .  T h e  
in t e n t  o f  t h e  e x is t in g  la w  is  n o t  a lt e r e d .

S e c t io n  3 7 .  A S  2 1 . 2 1 . 1 4 0 ( c ) .  C o rp o r a t e  B o n d  a n d  D e b e n t u r e s  
P a g e  3 2 .  l in e  2 4  to  p a g e  3 3 .  l in e  6 .

A m e n d m e n t s  t o  t h i s  s e c t io n  a r e  t o  e n h a n c e  th e  c la r i t y  o f  th e  la n g u a g e .  T h e  
in t e n t  o f  t h e  e x is t in g  la w  is  n o t  a lt e r e d .
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S e c t io n  3 8 .  A S  2 1 . 2 1 . 1 4 0 ( d ) .  C o r p o r a t e  B o n d  a n d  D e b e n t u r e s
P a p e  3 3 .  l i n e s  7 - 1 0 .

A m e n d m e n t s  t o  t h i s  s e c t io n  a re  to  e n h a n c e  th e  c la r i t y  o f  t h e  la n g u a g e .  T h e  
in t e n t  o f  t h e  e x is t in g  la w  is  n o t  a lt e r e d .

S e c t io n  3 9 .  A S  2 1 . 2 1 . 1 5 0 .  P r e fe r r e d  o r  G u a r a n t e e d  £  o c k s  
P a g e  3 3 .  l in e  1 1  to  p a g e  3 4 .  l in e  3 .

T h e  c h a n g e s  t o  t h i s  s e c t io n  t ig h t e n  u p  t h e  e lig ib le  p r e f e r r e d  o r  g u a r a n t e e d  
s t o c k  in v e s tm e n t s  b y  a d d in g  a  n o n d e f a u l t  r e q u i r e m e n t .  C h a n g e s  f o r  th e  
p u r p o s e  o f  c la r i f i c a t i o n  a r e  m a d e  w ith  r e s p e c t  to  t h e  f i n a l  y e a r  m e a s u r e m e n t  
o f  d iv id e n d s  d u r in g  th e  im m e d ia t e  p r e c e d in g  tw o  f i s c a l  y e a r s .

S e c t io n  4 0 .  A S  2 1 . 2 1 . 1 6 0 .  C o m m o n  S t o c k s  
P a g e  3 4 .  l in e s  4 - 1 9 .

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

S e c t io n  4 1 .  A S  2 1 . 2 1 . 1 7 0 ( a ) .  In s u r a n c e  S t o c k s  
P a g e  3 4 .  l i n e s  2 0 - 2 4 .

T h is  c h a n g e  t ig h t e n s  u p  th e  e lig ib le  i n s u r a n c e  s t o c k  r e q u i r e m e n t  b y  a d d in g  a  
n o n d e f a u l t  r e q u i r e m e n t .

S e c t io n  4 2 .  A S  2 1 . 2 1 . 1 9 0 .  E q u ip m e n t  T r u s t  C e r t i f ic a t e s  
P a g e  3 4 .  l in e  2 5  to  p a g e  3 5 .  l in e  3 .

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

S e c t io n  4 3 .  A S  2 1 .2 7  2 4 5 .  P o o le d  In v e s tm e n t s  
P a g e  3 5 .  l i n e s  4 - 1 3 .

P r i o r  s t a t u t e  la n g u a g e  w a s  w r i t t e n  b e f o r e  t h e  a d v e n t  o f  m u t u a l  f u n d s ,  
i n v e s tm e n t  t r u s t s ,  u n i t  i n v e s tm e n t  t r u s t s  a n d  s im i la r  p o p u la r  i n v e s tm e n t  
v e h ic le s .  T h i s  n e w  s e c t io n  p r o v id e s  a  s t a t u t o r y  m e t h o d  f o r  a l lo w in g  a n d  
c o n t r o l l i n g  a  d o m e s t ic  i n s u r e r  s  u s e  o f  t h e s e  i n v e s tm e n t  m e c h a n i s m s  b y  
e s t a b l i s h in g  a  c a t e g o r y  t i t le d  " P o o le d  In v e s tm e n t s ."

I t  m a y  b e  a rg u e d  t h a t  a n y  "p o o le d  in v e s tm e n t "  t h a t  c o n t a in s  e lig ib le  s e c u r i t i e s  
s h o u ld  a ls o  b e  e lig ib le  f o r  in v e s tm e n t  b y  i n s u r e r s .  T h i s ,  h o w e v e r ,  i s  a n  
e x t r e m e ly  d a n g e r o u s  a s s u m p t io n  w h ic h  is  b e s t  i l lu s t r a t e d  b y  e x a m p le .
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U .S .  G o v e rn m e n t  S e c u r i t ie s  a r e  g e n e r a l ly  h e ld  t o  b e  th e  s t a n d a r d  f o r  a  s a fe  a n d  
s o u n d  c o n s e rv a t iv e  in v e s tm e n t .  M o s t  U .S .  g o v e rn m e n t  m u t u a l  f u n d s  a ls o  a l lo w  
u s e  o f  o p t i o n s  a n d  in t e r e s t  r a t e  f u t u r e ' s  c o n t r a c t s  w h ic h  c a n  e i t h e r  b e  h ig h ly  
s p e c u la t i v e  o r  in c o m e  p r o t e c t i n g  le d g e r  d e p e n d in g  o n  t h e i r  u s e .  T h u s ,  
d e p e n d in g  o n  th e  r a n k in g  o f  p r i o r i t i e s  in  t h e  p o o le d  in v e s tm e n t ' s  in v e s tm e n t  
o b je c t iv e s ,  t h e  e x p e r ie n c e  o f  d i e  fu n d  m a n a g e r  a n d  o t h e r  i n t e n t  la n g u a g e  in  
th e  r e g i s t r a t i o n  d o c u m e n t s ,  a  p o o le d  in v e s tm e n t  c a n  o n  th e  s u r f a c e  a p p e a r  t o  
b e  c o n s e r v a t iv e  w h i le ,  in  p r a c t ic e , i t  is  m a n a g e d  in  a  m a n n e r  w h ic h  p u t s  t h e  
p o o le d  in v e s tm e n t  a t  t h e  o p p o s i t e  e n d  o f  th e  s a fe t y  a n d  s o u n d n e s s  s p e c t r u m , 
a  r e s u l t  w h ic h  w o u ld  f r u s t r a t e  th e  le g is la t iv e  i n t e n t  o f  t h i s  t i t le .

I n s u r e r s  s h o u ld  b e  a l lo w e d  th e  u s e  o f  p o o le d  in v e s tm e n t  t e c h n iq u e s  b e c a u s e  
t h e y  lo w e r  r i s k  t h r o u g h  d i v e r s i f i c a t i o n  a n d  p r o v id e  a n o t h e r  s o u r c e  o f  
p r o f e s s i o n a l  f u n d s  m a n a g e m e n t .  T h i s  s e c t i o n ' s  a p p r o a c h  p r o v id e s  t h a t  
o p p o r t u n i t y  w i t h  a  m e c h a n i s m  to  a v o id  t h e  r i s k  o f  s p e c u la t i o n  a n d  w h ic h  
"p ig g y b a c k s "  o n  th e  w o r k  o f  o t h e r  r e g u la t o r s .  O th e r  c h a n g e s  d e a l in g  w ith  h o w  
i n s u r e r s  w i l l  b e  m e a s u r e d  w i t h  r e f e r e n c e  to  a d h e r e n c e  t o  t h e  i n v e s tm e n t  
d iv e r s i f i c a t i o n  a n d  c o n c e n t r a t io n  p r o h ib i t i o n s  o f  t h i s  c h a p t e r  a n d  a  m e th o d  f o r  
t r e a t in g  c u r r e n t ly  h e ld  p o o le d  in v e s tm e n t s  a f t e r  a d o p t i o n  o f  t h i s  s e c t io n  a r e  
a ls o  in c lu d e d .

S e c t io n  4 4 .  A S  2 1 . 2 1 . 2 7 0 f b ) .  C h a t t e l  M o r tg a g e s  
P a ge 3 5 .  l i n e s  1 4 - 2 0 .

T h e  c h a n g e  p r o v id e d  i n  t h i s  s e c t io n  p e r t a in s  to  a n  i n s u r e r ' s  c h a t t e l  m o r tg a g e s  
a n d  r e q u i r e s  t h a t  a p p r a i s e r s  h i r e d  to  v a lu e  a n  in s u r e r ' s  in t e r e s t  in  a  p r o p e r t y  
m u s t  b e  in d e p e n d e n t  o f  t h e  i n s u r e r .

S e c t io n  4 5 .  A S  2 1 . 2 1 . 2 7 0 f c ) .  C h a t t e l M o r tg a g e s  
P a g e  3 5 .  l i n e s  2 1 - 2 8 .

T h e  c h a n g e s  p r o v id e d  i n  t h i s  s e c t i o n  p e r t a i n s  t o  a n  i n s u r e r ' s  c h a t t e l  
m o r t g a g e s  a n d  e n h a n c e s  a n  i n s u r e r ’ s  a b i l i t y  t o  p la c e  l i e n s  o n  p e r s o n a l  
p r o p e r t y  f o r  t h e  im p r o v e m e n t  o f  t h a t  i n s u r e r ’ s  c o l le c t i o n  e f f o r t s  e v e n  w h e n  
t h a t  l i e n  i s  a  p r o p e r t y  i n t e r e s t  i n  w h a t  o t h e rw i s e  m a y  b e  a n  in e l ig ib le  
in v e s tm e n t .

S e c t io n  4 6 .  A S  2 1 . 2 1 . 2 8 0 .  R e a l E s t a te
P a g e  3 5 .  l in e  2 9  to  p a g e  3 9 .  l in e  1 6 .

T h e  f i r s t  c h a n g e  i n  t h i s  s e c t i o n  d e a l i n g  w i t h  i n s u r e r - o w n e d  r e a l  e s t a t e  
c la r i f i e s  h o w  th e  m a x im u m  a llo w a b le  in v e s tm e n t  w i l l  b e  m e a s u r e d .

O th e r  c h a n g e s  e n h a n c e  a n d  c la r i f y  a n  in s u r e r ' s  a u t h o r i t y  to  o w n  r e a l  e s t a t e  in  
e x c e s s  o f  t h a t  w h ic h  w a s  p r e v io u s ly  a l lo w e d . O w n e r s h ip  o f  e x c e s s  s p a c e  f o r  
r e n t  to  o t h e r s  is  n e w ly  a u t h o r i z e d  i f  s u c h  s p a c e  is  r e a s o n a b ly  a n t ic ip a t e d  to  b e
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r e q u i r e d  f o r  f u t u r e  e x p a n s io n  o r  in  o r d e r  to  h a v e  a  b u i ld i n g  t h a t  w i l l  b e  a n  
e c o n o m ic  u n i t .  A  p r o v i s i o n  i s  a l s o  m a d e  f o r  i n s u r e r s ,  u n d e r  c e r t a in  
c o n d i t i o n s ,  t o  h o ld  r e a l  e s t a t e  f o r  t h e  p r o d u c t i o n  o f  in c o m e  w i t h  th e  p r i o r  
a p p r o v a l  o f  t h e  d i r e c t o r  a n d  o n ly  u p  to  a  m a x im u m  l im i t  o f  f iv e  p e r c e n t  o f  th e  
in s u r e r ' s  a s s e t s .

S e c t io n  4 7 .  A S  2 1 . 2 1 . 2 9 0 f b l .
P a g e  3 9 .  l i n e s  1 7 - 2 0 .

T h i s  e d i t o r i a l  c h a n g e  m e r e ly  a m e n d s  a  c r o s s  r e f e r e n c e  t o  s t a t u t e s  r e v is e d  
e ls e w h e re  i n  t h i s  le g i s la t i o n .

S e c t io n  4 8 .  A S  2 1 . 2 1 . 3 1 0 f a ) .  F a i lu r e  to  D i s p o s e  c f  R e a l  E s t a t e .  P r o p e r t y  o r  
S e c u r i t i e s

P a g e  3 9 .  l i n e s  2 1 - 2 6 .

T h i s  c h a n g e ,  m a d e  f o r  t h e  p u r p o s e s  o f  c la r i f i c a t i o n ,  s p e c i f i e s  t h a t  a s s e t s  
r e q u i r e d  to  b e  d is p o s e d  o f  m a y  n o t  b e  a l lo w e d  a s  a n  " a d m it t e d "  a s s e t  f o r  th e  
p u r p o s e  o f  d e t e rm in in g  a n  in s u r e r ' s  f i n a n c i a l  s o lv e n c y .

S e c t i o n  4 9 .  A S  2 1 . 2 1 . 3 5 0 .  I n v e s tm e n t  T r a n s a c t i o n s  w i t h  A f f i l i a t e d  o r  
C o n t r o l l i n g  P e r s o n s

P a g e  3 9 .  l i n e  2 7  to  p a g e  4 1 .  l in e  6 .

T h i s  n e w  s e c t i o n  p r o v id e s  f o r  p r u d e n t  r u l e s  f o r  i n s u r e r s  t o  d e a l  w i t h  
in v e s tm e n t  t r a n s a c t i o n s  w i t h  a f f i l i a t e d  o r  c o n t r o l l i n g  p e r s o n s .  B e f o r e  
p u r c h a s i n g  o r  s e l l i n g  a n  o th e rw is e  p e rm is s ib le  in v e s tm e n t  i s s u e d  b y , d u e  f r o m  
o r  t h r o u g h  t h e  u s e  o f  a  b r o k e r  w h o  is  a n  a f f i l i a t e d  o r  c o n t r o l l i n g  p e r s o n  o r  
p u r c h a s in g  o r  s e l l in g  e i t h e r  to  o r  f r o m  s a m e , a n  i n s u r e r  m u s t  f i r s t  d i s c lo s e  th e  
f a c t s  a n d  c i r c u m s t a n c e s  o f  t h e  r e la t i o n s h i p  f u l l y  t o  i t s  b o a r d  o f  d i r e c t o r s .  
O n c e  th e  in s u r e r ' s  b o a r d  h a s  th e  fa c t s ,  t h e y  t h e n  a r e  r e q u i r e d  t o  s p e c i f i c a l ly  
a u t h o r i z e  t h e  t r a n s a c t i o n .  In v e s tm e n t s  o r  lo a n s  a r e  r e q u i r e d  to  b e  a t  c u r r e n t  
m a r k e t  t r a n s f e r  p r ic e s  o r  a t  c o m m e r c i a l ly  r e a s o n a b le  r a t e s  w i t h  t h e  b o a r d  
b e in g  r e q u i r e d  to  m a k e  t h a t  d e t e rm in a t i o n .  E x c e p t io n s  a r e  p r o v id e d  f o r  th e  
b o a r d  to  r e l y  o n  in d e p e n d e n t  t h i r d  p a r t y  e x p e r t s  a n d  to  ig n o r e  t r a n s a c t i o n s  
w h e re  t h e  f in a n c i a l  in t e r e s t  is  n o m in a l .

S e c t io n  4 9 .  A S  2 1 . 2 1 . 3 5 5 .  C e r t a in  D e p o s i t s  N o t  P r o h ib i t e d  
P a g e  4 1 .  l in e s  7 - 1 6 .

T h is  a d d i t i o n  c la r i f i e s  t h a t  n o t h in g  in  t h i s  c h a p t e r  p r o h ib i t s  a n  i n s u r e r  f r o m  
m a k in g  a  d e p o s i t  o f  i t s  s e c u r i t i e s  f o r  th e  p u r p o s e s  o f  p r o t e c t i n g  th e  in t e r e s t s  
o f  i t s  p o l i c y h o ld e r s ,  o r  w h e re  i t  is  n e c e s s a r y  to  s e c u re  p e rm i s s i o n  to  t r a n s a c t  
b u s in e s s  o r  a s  c o l la t e r a l  f o r  th e  s e c u r i n g  o f  a n y  b o n d  f o r  th e  b u s in e s s  o f  th e  
i n s u r e r .  T h e s e  p u r p o s e s  g e n e r a l ly  a r e  d e s ig n e d  to  p r o t e c t  th e  i n t e r e s t s  o f  th e
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I n s u r a n c e  c o n s u m in g  p u b l i c  a n d  t h i s  c h a n g e  I s  a n  a t t e m p t  t o  a v o id  
in a d v e r t e n t ly  f r u s t r a t i n g  t h a t  o b je c t iv e .

S e c t io n  4 9 .  A S  2 1 . 2 1 . 3 6 0 .  O p t io n s  a n d  F u t u r e s  C o n t r a c t s  
P a g e  4 1 .  l in e  1 7  to  p a g e  4 5 .  l in e  5 .

O v e r  t h e  l a s t  d e c a d e , t h e  U .S .  f i n a n c i a l  m a r k e t s  h a v e  d e v e lo p e d  o r g a n iz e d  
o p t i o n s  a n d  f u t u r e  c o n t r a c t  m a r k e t s .  P r o p e r  u s e  o f  t h e s e  f i n a n c i a l  
I n s t r u m e n t s  w h e n  u n d e r t a k e n  u n d e r  a  p o l i c y  o f  h e d g in g , a s  a p p r o v e d  b y  a n  
in s u r e r ' s  b o a r d  o f  d i r e c t o r s  a n d  p r u d e n t ly  e x e c u te d , c a n  b e  a n  im p o r t a n t  p a r t  
o f  r e d u c in g  a n  in s u r e r ' s  o v e r a l l  in v e s tm e n t  r i s k .  R e d u c t io n  o f  in v e s tm e n t  r i s k  
in c r e a s e s  t h e  s a f e t y  a n d  s o u n d n e s s  o f  i n s u r e r s  a n d ,  t h u s ,  p r o t e c t s  A la s k a ' s  
i n s u r a n c e  c o n s u m in g  p u b l i c .  T h e r e  c u r r e n t l y  e x i s t s  n o  m e c h a n i s m  u n d e r  
A la s k a ' s  I n s u r a n c e  L a w  w h ic h  p r o v id e s  o u r  d o m e s t i c  i n s u r e r s  w i t h  t h e  
o p p o r t u n i t y  to  u t i l i z e  o p t io n s  a n d  fu t u r e  c o n t r a c t s .

T h is  n e w  s e c t io n  s p e c i f ie s  t h a t  o p t io n s  a n d  f u t u r e  c o n t r a c t s  m a y  b e  e n t e r e d  
in t o  b y  a  d o m e s t ic  i n s u r e r  i f  d o n e  u n d e r  a  p o l ic y  o f  h e d g in g  a n  in s u r e r ' s  r i s k  
f r o m  m a r k e t  f lu c t u a t i o n s  a p p ro v e d  b y  b o t h  th e  in s u r e r ' s  b o a r d  o f  d i r e c t o r s  a n d  
t h e  d i r e c t o r .

W i th  r e g a rd  to  v a lu a t i o n  a n d  a c c o u n t in g  o n  th e  i n s u r e r ' s  f i n a n c i a l  s t a t e m e n t s ,  
t h i s  n e w  s e c t i o n  c lo s e ly  f o l l o w s  t h e  m o d e l r u l e  a d o p t e d  b y  t h e  N a t i o n a l  
A s s o c i a t i o n  o f  I n s u r a n c e  C o m m is s i o n e r s ,  S e c u r i t i e s  V a lu a t i o n  O f f ic e ,  P u t  
o p t i o n s ,  c a l l  o p t i o n s ,  o t h e r  s t o c k  o p t i o n s ,  s t o c k  p u r c h a s e  w a r r a n t s  a n d  
f in a n c ia l  f u t u r e  c o n t r a c t s  a r e  a l l  t r e a te d  in  s o m e  d e t a i l .  C o n s e r v a t iv e  v a lu a t i o n  
r e q u i r e m e n t s ,  s p e c i f ie d  a c c o u n t in g  t r e a tm e n t s  a n d  c o n s i s t e n c y  r e q u i r e m e n t s  
a r e  in te n d e d ! t o  m a n d a t e  p r u d e n c e .

S e c t io n  5 0 .  A S  2 1 . 2 1 . 6 0 0 .  D e f in i t i o n s  
P a g e  4 5 .  l in e  6  to  p a g e  4 7 .  l in e  1 3 .

T h i s  d e f i n i t i o n a l  s e c t i o n  i s  h i g h ly  e x p a n d e d  to  c la r i f y  t h e  t e c h n ic a l  t e rm s  
u t i l i z e d  i n  A S  2 1 . 2 1 .  W h e n  p o s s ib le ,  w e  h a v e  s p e c i f ie d  t h a t  c e r t a in  d e f in i t i o n s  
a r e  to  b e  c o n s i s t e n t ly  a p p lie d  b e tw e e n  t h i s  a n d  o t h e r  c h a p t e r s  o f  t h is  t i t le .  A n  
a t t e m p t  h a s  b e e n  m a d e  to  r e l y  o n  r e g u la t o r y  s t r u c t u r e s  s u p e r v i s e d  b y  th e  
f e d e r a l  g o v e r n m e n t  o r  t h e  N a t i o n a l  A s s o c ia t io n  o f  I n s u r a n c e  C o m m is s i o n e r s  
w h e r e  t h o s e  r e g u l a t o r y  s t r u c t u r e s  h a v e  b e c o m e  t h e  s t a n d a r d s  f o r  t h e  
in s u r a n c e  i n d u s t r y  a n d  c lo s e ly  p a r a l le l  t h e  r e g u la t o r y  in t e n t  o f  t h i s  t i t le .

S U R P L U S  L IN E S  IN S U R A N C E . ( S e c t i o n  5 1 )

T h is  s e c t i o n  r e c o g n iz e s  m u t u a l  p r o t e c t i o n  a n d  in d e m n i t y  a s s o c i a t i o n s  a s  
n o n a d m it t e d  i n s u r e r s  t h a t  m a y  b e  c la s s i f ie d  a s  e lig ib le  s u r p lu s  l i n e s  i n s u r e r s .
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T h e  f i n a n c i a l  r e q u i r e m e n t s  f o r  a n  i n s u r e r  to  b e  in c lu d e d  o n  t h e  "w h ite  l i s t "  o f  
e l ig ib le  s u r p lu s  l i n e s  i n s u r e r s  h a v e  b e e n  in c r e a s e d .  T h e  c a p i t a l  a n d  s u r p lu s  
r e q u i r e m e n t s  a r e  i n c r e a s e d  a s  w e l l  a s  t h e  a m o u n t  o f  a s s e t s  r e q u i r e d  to  b e  
t r u s t e e d  In  th e  U n i t e d  S t a t e s  b y  a l i e n  in s u r e r s .

S e c t io n  5 1 .  A S  2 1 . 3 4 . 0 4 0 ( c ) .  E l ig ib le  S u r p lu s  L in e s  I n s u r e r s  R e q u i r e d  
P a g e  4 7 .  l i n e  1 4  to  p a g e  4 9 .  l in e  1 2 .

T h e  c h a n g e s  in  t h i s  s e c t io n  g e n e r a l ly  a r e  f o r  th e  p u r p o s e  o f  s t r e n g t h e n in g  th e  
f i n a n c i a l  r e q u i r e m e n t s  f o r  a  n o n a d m i t t e d  i n s u r e r  t o  b e  d e c la r e d  a n  e lig ib le  
i n s u r e r  f o r  t h e  p u r p o s e s  o f  t h e  la w fu l  u n d e rw r i t in g  o f  s u r p lu s  l i n e s  i n s u r a n c e  
u n d e r  A S 2 1 . 3 4 .  T h e  p o l i c y h o ld e r  s u r p lu s  r e q u i r e m e n t  f o r  fo r e ig n  i n s u r e r s  is  
i n c r e a s e d  t o  $ 6 , 0 0 0 , 0 0 0  a t  1 2 / 3 1 / 9 0 ,  $ 1 0 , 0 0 0 , 0 0 0  a t  1 2 / 3 1 / 9 1 ,  
$ 1 2 , 5 0 0 , 0 0 0  a t  1 2 / 3 1 . 9 2 ,  a n d  $ 1 5 , 0 0 0 , 0 0 0  a t  1 2 / 3 1 / 9 3 .  T h e  p o l i c y h o ld e r  
s u r p lu s  r e q u i r e m e n t s  f o r  a l i e n  i n s u r e r s  is  th e  s a m e  a s  t h o s e  a b o v e  f o r  fo re ig n  
i n s u r e r s .  T h e  a m o u n t  o f  t r u s t e e d  a s s e t s  r e q u i r e d  in  t h e  U n i t e d  S t a t e s  f o r  a n  
a l i e n  s t o c k  o r  m u t u a l  i n s u r e r  h a s  b e e n  in c r e a s e d  f r o m  $ 1 , 5 0 0 , 0 0 0  to  
$ 2 , 5 0 0 , 0 0 0 .  A d d i t i o n a l l y ,  t h e  p o l i c y h o ld e r  s u r p l u s  r e q u i r e m e n t  f o r  a n  
" i n s u r a n c e  e x c h a n g e "  d o m ic i le d  in  a n o t h e r  s t a t e  h a s  b e e n  i n c r e a s e d  f r o m  
$ 1 5 , 0 0 0 , 0 0 0  t o  $ 5 0 , 0 0 0 , 0 0 0 .

T R A D E  P R A C T IC E S  A N D  F R A U D S . ( S e c t i o n  5 2 )

T h is  s e c t io n  p r o v id e s  f o r  c iv i l  im m u n i t y  f o r  a  p e r s o n  t h a t  p r o v id e s  i n f o rm a t i o n  
t o  la w  e n fo r c e m e n t  o f f i c i a ls ,  t h e  N A IC , t h e  D iv i s i o n  o f  I n s u r a n c e ,  o r  o t h e r  
s ta t e s ' in s u r a n c e  r e g u la t o r s  p e r t a in in g  to  f r a u d u le n t  i n s u r a n c e  a c t s .

S e c t io n  5 2 .  A S  2 1 . 3 6 . 4 3 0 .  Im m u n i t y  f o r  R e p o r t s  o n  F r a u d  
P a g e  4 9 .  l i n e s  1 3 - 2 4 .

T h i s  n e w  s e c t i o n  p r o v i d e s  f o r  c iv i l  im m u n i t y  f o r  a n y  p e r s o n  r e p o r t i n g  
in f o rm a t i o n  c o v e r in g  s u g g e s t e d , a n t ic ip a t e d ,  o r  c o m p le t e d  f r a u d u le n t  a c t s  a s  
l o n g  a s  t h e  r e p o r t i n g  d o e s  n o t  e n t a i l  r e c k le s s ,  w i l l f u l ,  o r  i n t e n t i o n a l  
m is c o n d u c t .

T IT L E  IN S U R A N C E  C O M P A N IE S . ( S e c t i o n s  5 3 - 5 7 )

T h e  a m e n d m e n t s  f o u n d  in  t h e s e  s e c t i o n s  a r e  to  p r o v i d e  f o r  t h e  s a m e  
t r e a tm e n t  o f  t i t le  i n s u r e r s  a s  f o r  o t h e r  t y p e s  o f  i n s u r e r s  in  f i n a n c i a l  r e p o r t in g  
a n d  e x a m in a t i o n  b y  t h e  d i r e c t o r .  (T h e  a m e n d m e n t s  m i r r o r  t h o s e  f o u n d  in
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S e c t io n s  5 ,  a n d  1 7 - 1 9  o f  t h i s  A c t w h ic h  p e r t a in s  t o  i n s u r e r s  o t h e r  t h a n  t i t le  
i n s u r e r s . )

S e c t io n  5 3 .  A S  2 1 . 6 6 . 0 8 0 .  A n n u a l S ta te m e n *
P a ge 4 9 .  l in e  2 5  t o  p a g e  5 0 .  l in e  1 4 .

A m e n d m e n t s  to  t h i s  s e c t i o n  p r e s c r ib e  t h a t  t i t le  i n s u r e r s  f i le  t h e  r e q u i r e d  
a n n u a l  f i n a n c i a l  s t a t e m e n t  in  th e  f o rm a t  c o n s i s t e n t  w i t h  t h a t  a d o p t e d  b y  th e  
N A IC . T h e  d i r e c t o r  m a y  r e q u i r e  t h a t  t h e  a n n u a l  f i n a n c i a l  s t a t e m e n t  b e  f i le d  
v i a  e le c t r o n ic  m e d ia . T h e s e  a m e n d m e n t s  p la c e  th e  t i t le  M s u r e r s  o n  th e  s a m e  
f in a n c ia l  r e p o r t in g  b a s i s  a s  o t h e r  t y p e s  o f  i n s u r e r s  n o t e d  S e c t io n  1 7  o f  t h i s  
A c t .

S e c t io n  5 4 .  A S  2 1 . 6 6 . 0 8 0 f b ) .  A n n u a l S t a t e m e n t  
P a g e  5 0 .  l in e s  1 5 - 1 7

T h i s  S e c t io n  r e q u i r e s  T i t le  i n s u r e r s  t o  f i le  t h e i r  a n n u a l  f i n a n c i a l  s t a t e m e n t s  
w i t h  N A IC . T h is  a m e n d m e n t  is  th e  s a m e  r e q u i r e d  o f  o t h e r  t y p e s  o f  i n s u r e r s  in  
S e c t io n  1 8  o f  t h i s  A c t .

S e c t io n  5 5 .  A S  2 1 . 6 6 . 0 8 5 .  Q u a r t e r ly  S t a t e m e n t  
P a ge 5 0 .  l in e s  1 8 - 2 7 .

T h i s  n e w  s u b s e c t i o n  a l lo w s  t h e  d i r e c t o r  t o  i s q u i r e  t h a t  t i t l e  i n s u r e r s  f i le  
q u a r t e r ly  f i n a n c i a l  s t a t e m e n t s  o n  th e  s a m e  b a s i s  a s  f o r  o t h e r  t y p e s  o f  i n s u r e r s  
n o t e d  in  S e c t io n  1 9  o f  t h i s  A c t .

S e c t io n  5 6 .  A S  2 1 . 6 6 . 0 9 0 f b ) .  A p p lic a t io n  f o r  C e r t i f i c a t e  o f  A u t h o r i t y  
P a g e  5 0 .  l in e  2 8  t o  p a g e  5 1 .  l in e  5 .

A m e n d m e n t  t o  t h i s  s u b s e c t i o n  c la r i f i e s  t h a t  t i t le  i n s u r e r s  a r e  r e s p o n s ib le  to  
p a y  t h e  e x a m in a t i o n  c o s t s  a s s o c ia t e d  w it h  th e  d i r e c t o r ’s  e x a m in a t i o n  o f  a n y  
t i t le  p la n t  a s s o c ia t e d  w ith  a  t i t le  i n s u r e r .

S e c t io n  5 7 .  A S  2 1 . 6 6 . 1 3 0 .  E x p e n s e s  o f  E x a m in a t i o n  
P a g e  5 1 .  l in e s  6 - 9 .

T h e  r e p e a l  a n d  r e e n a c tm e n t  o f  t h i s  s e c t io n  p r o v id e s  f o r  t h e  p a y m e n t  o f  
e x a m in a t i o n  e x p e n s e s  a s s o c ia t e d  w it h  th e  d i r e c t o r ’s  e x a m in a t i o n  o f  a n y  t i t le  
i n s u r e r  o n  th e  s a m e  b a s i s  a s  t h a t  u s e d  fo r  o t h e r  t y p e s  o f  i n s u r e r s  a s  r e v is e d  in  
S e c t io n  5  o f  t h i s  A c t.
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ORGANIZATION AND CORPORA'E PROCEDURES. (Section 58)

T h is  a m e n d m e n t  is  e d i t o r i a l  i n  n a t u r e .  I t  r e p la c e s  e x t e n s iv e  v e rb ia g e  r e la t in g  
to  t h e  d e s c r ip t i o n  o f  f i n a n c i a l  im p a i rm e n t  o f  a n  A la s k a  i n s u r e r  w i t h  t h e  t e rm  
" im p a i r e d "  w h ic h  h a s  n o w  b e e n  d e f in e d  b y  t h e  A c t  in  A S  2 1 . 9 0 . 9 0 0  (S e c t io n  
8 1 ) .

S e c t io n  5 8 .  A S  2 1 . 6 9 . 5 3 0  (a ) . Im p a i rm e n t  o f  C a p i t a l o r  A s s e t s  
P a g e  5 1 .  l in e s  1 0 - 1 9 .

A m e n d m e n t  t o  t h i s  s e c t io n  is  e d i t o r i a l  in  n a t u r e .  T h e  f u l l  d e s c r i p t i o n  f o r  w h a t  
im p a i r m e n t  o f  a n  i n s u r e r  m e a n s  i s  r e m o v e d  a n d  r e p la c e d  b y  t h e  t e rm  
" im p a i r e d "  w h ic h  is  d e f in e d  in  A S  2 1 . 9 0 . 9 0 0  (s e e  S e c t io n  8 2 )  b u t  a ls o  a p p lie s  
to  t h i s  c h a p t e r .

R E H A B IL IT A T IO N  A N D  L IQ U ID A T IO N . ( S e c t i o n s  5 9 - 8 0 )

A lt h o u g h  e x t e n s iv e  a m e n d m e n t  i s  p r o p o s e d ,  i h e  b a '^ c  i n t e n t  o f  t h e  e x i s t in g  
la w  (A S  2 1 . 7 8 )  i n  r e g a r d  t o  c o n d u c t in g  th e  a f f a i r s  o f  a  f i n a n c i a l l y  im p a i r e d  o r  
i n s o l v e n t  i n s u r e r  i s  u n c h a n g e d .  T h e  p r o c e d u r e s ,  r e q u i r e m e n t s ,  a n d  
g u id e l in e s  h a v e  b e e n  e x p a n d e d  a n d  c la r i f i e d  s c  t h a t  t h e  a f f a i r s  o f  a  f i n a n c i a l l y  
t r o u b le d  i n s u r e r  c a n  b e  c o n d u c te d  in  a n  o r d e r ly  a n d  e q u i t a b le  m a n n e r  w i t h o u t  
u n d u e  l i t ig a t io n .

S e c t io n  5 9 .  A S  2 1 . 7 8 . 0 2 0 .  C o m m e n c e m e n t  o f  D e l i n q u e n c y  P r o c e e d in g s  
P a g e  5 1 .  l in e  2 0  to  p a g e  5 3 .  l in e  6 .

A lt h o u g h  s u b s t a n t i a l  a m e n d m e n t  t o  t h i s  s e c t io n  h a s  b e e n  u n d e r t a k e n ,  t h e  
b a s ic  i n t e n t  r e m a in s  u n c h a n g e d .  T h i s  s e c t io n  i s  c la r i f i e d  t o  c le a r l y  in d ic a t e  
t h a + t h e  d i r e c t o r  i s  t h e  o n ly  p e r s o n  t h a t  m a y  c o m m e n c e  w h a t  a m o u n t s  to  a  
b a n k r u p t c y  p r o c e e d in g  ( r e h a b i l i t a t i o n  o r  l i q u id a t i o n )  f o r  a  d o m e s t ic  i n s u r e r .  
A d d i t i o n a l ly ,  t h i s  s e c t io n  p r o v id e s  t h a t  t h e  d i r e c t o r  b e  t h e  c o u r t  a p p o in t e d  
r e c e iv e r  a n d  d e s c r ib e s  t h e  ju r i s d i c t i o n  o f  th e  c o u r t  i n  t h e s e  p r o c e e d in g s .

S e c t io n  6 0 .  A S  2 1 . 7 8 . 0 3 0 .  I n ju n c t i o n s  a n d  O rd e r s  
P a ge 5 3 .  l in e  7  to  p a g e  5 4 .  l in e  8 .

T h e  in t e n t  o f  t h i s  a m e n d e d  s e c t io n  r e m a in s  th e  s a m e  in  a l lo w in g  t h e  d i r e c t o r  
to  s e e k ,  w i t h o u t  b o n d , o r d e r s  o r  in ju n c t i o n s  to  p r e v e n t  h y p o t h e c a t i o n ,  w a s te ,  
d i s s ip a t i o n  o r  o t h e r  i n a p p r o p r i a t e  t r a n s f e r  o f  a s s e t s  o f  a  b a n k r u p t  i n s u r e r .  
A m e n d m e n t  t o  t h i s  s e c t io n  f u r t h e r  d e s c r ib e s  t h o s e  s i t u a t i o n s  in  w h ic h  th e s e  
t y p e s  o f  c o u r t  o r d e r s  m a y  b e  s o u g h t .
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S e c t io n  6 1 .  A S  2 1 . 7 8 . 0 4 0 .  G r o u n d s  f o r  R e h a b i l i t a t i o n
P a g e  5 4 .  l i n e s  9 - 2 8 .

I n  a d d i t i o n  t o  t h e  1 0  g r o u n d s  o n  w h ic h  t h e  d i r e c t o r  m a y  s e e k  a n  o r d e r  o f  
r e h a b i l i t a t i o n  u n d e r  A S  2 1 . 7 8 ,  f o u r  n e w  g r o u n d s  a r e  a d d e d  b y  t h e  
a m e n d m e n t s  to  t h i s  s e c t io n . T h e  n e w  g r o u n d s  a r e  a s  fo l lo w s :

1 . a n  i n s u r e r  f a i l s  t o  r e m o v e  a n  o f f i c e r  f o u n d ,  a f t e r  h e a r in g ,  to  b e  d i s h o n e s t  
o r  u n t r u s tw o r t h y ;

2 . i f  t h e  i n s u r e r  f a i l s  t o  m a k e  a v a i la b le  r e c o r d s  o f  i t s  t r a n s a c t i o n s  f o r  
e x a m in a t io n ;

3 .  i f  a n  i n s u r e r  h a s  w i t h in  f o u r  y e a r s  w i l l f u l l y  v i o la t e d  i t s  c h a r t e r  o r  b y la w s , 
a n y  A la s k a  in s u r a n c e  la w , o r  a n y  v a l id  o r d e r  f r o m  th e  d i r e c t o r ;  a n d

4 . i f  a n  i n s u r e r  h a s  fa i le d  to  f i le  a n y  r e q u i r e d  f in a n c ia l  s t a t e m e n t  o r  r e p o r t .

B e c a u s e  t h e  g r o u n d s  f o r  l i q u i d a t i o n  f o u n d  i n  A S  2 1 . 7 8 . 0 5 0  i n c lu d e ,  b y  
r e fe r e n c e  t o  A S  2 1 . 7 8 . 0 4 0 ,  t h e  s a m e  g r o u n d s  a s  a re  a v a i la b le  f o r  r e h a b i l i t a t i o n ,  
t h e  a b o v e  n  'w  g r o u n d s  a r e  a ls o  e s t a b l i s h e d  f o r  c o m m e n c in g  a  l i q u id a t i o n  
p r o c e e d in g .

S e c t io n  6 2 .  A S  2 1 . 7 8 . 0 4 0 f b l .  G r o u n d s  f o r  R e h a b i l i t a t i o n  
P a g e  5 4 .  l in e  2 9  to  p a g e  5 5 .  l i n e  1 9 .

In  a d d i t i o n  to  t h e  n e w  g r o u n d s  d e s c r ib e d  i n  t h e  l a s t  S e c t i o n ,  a d d i t i o n a l  
g r o u n d s  a r e  a d d e d  r e la t i n g  t o  c r im in a l  a c t iv i t ie s  im p a c t in g  t h e  in s u r e r .  T h e s e  
a r e :  o n  w h ic h  t h e  d i r e c t o r  m a y  s e e k  a n  o r d e r  o f  r e h a b i l i t a t i o n  u n d e r  A S  2 1 . 7 8 ,  
f o u r  n e w  g r o u n d s  a r e  a d d e d  b y  t h e  a m e n d m e n t s  to  t h i s  s e c t io n .  T h e  n e w  
g r o u n d s  a r e  a s  fo l lo w s :

1 . t h e  o c c u r r e n c e  o f  f r a u d  w h ic h  e n d a n g e r s  th e  in s u r e r ' s  a s s e t s ;

2 . c o n t r o l  o f  a n  i n s u r e r  i s  b y  a  p e r s o n  f o u n d ,  a f t e r  h e a r i n g ,  t o  b e  
u n t r u s tw o r t h y ;  a n d ,

3 . i f  a n  o f f i c e r  h a s  r e f u s e d  to  b e  e x a m in e d  u n d e r  o a t h  c o n c e r n i n g  a n  
e x a m in a t io n  o f  t h e  i n s u r e r .

B e c a u s e  t h e  g r o u n d s  f o r  l i q u i d a t i o n  f o u n d  in  A S  2 1 . 7 8 . 0 5 0  i n c lu d e ,  b y  
r e fe r e n c e  to  A S  2 1 . 7 8 . 0 4 0 ,  t h e  s a m e  g r o u n d s  a s  a re  a v a i la b le  f o r  r e h a b i l i t a t i o n ,  
t h e  a b o v e  n e w  g r o u n d s  a r e  a ls o  e s t a b l i s h e d  f o r  c o m m e n c in g  a  l i q u id a t i o n  
p r o c e e d in g .
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S e c t io n  6 3 .  A S  2 1 . 7 8 . 0 9 0 .  O r d e r  o f  R e h a b i l i t a t i o n
P a g e  5 5 .  l i n e  2 0  t o  p a g e  5 6 .  l i n e  1 9 .

A m e n d m e n t  t o  t h i s  s e c t i o n  a d d s  n e w  s u b s e c t i o n s  p e r t a in in g  t o  a n  o r d e r  o f  
r e h a b i l i t a t i o n  a n d  i t s  e f f e c t .  A n  o r d e r  o f  r e h a b i l i t a t i o n  s t o p s  a n y  le g a l
p r o c e e d in g  a g a in s t  a n  i n s u r e r  f o r  9 0  d a y s  a n d  p u t s  o n  h o ld  a n y  s t a t u t e  o f
l im i t a t i o n  t im e  L im it f o r  a  le g a l a c t io n  w h ic h  a n  i n s u r e r  m ig h t  t a k e  f o r  6 0  d a y s . 
T h is  s e c t io n  n o w  m a k e s  i t  c le a r  t h a t  a n y  g u a r a n t e e  a s s o c ia t i o n  m a y  in te rv e n e  
i n  a  r e h a b i l i t a t i o n  p r o c e e d in g  i f  th e  a s s o c ia t i o n  is  r e q u i r e d  to  a c t  t h e  r e s u l t  o f  
t h e  e n t r y  o f  a n  o r d e r  o f  r e h a b i l i t a t i o n .  T h e  r e c e iv e r  is  r e q u i r e d  t o  p r o v id e
p e r i o d i c  a c c o u n t i n g s  t o  t h e  c o u r t  o f  t h e  c o n d i t i o n  o f  t h e  i n s u r e r  in
r e h a b i l i t a t i o n .

S e c t io n  6 4 .  A S  2 1 . 7 8 . 1 0 0 .  O r d e r  o f  L iq u id a t io n . D o m e s t ic  I n s u r e r s  
P a g e  5 6 .  l in e  2 0  t o  p a g e  5 8 .  l i n e  2 9 .

N ew  s u b s e c t i o n s  p e r t a in in g  t o  a n  o r d e r  o f  l i q u id a t i o n  a n d  i t s  e f fe c t  a r e  a d d e d  
to  th e  s e c t io n .  l i q u i d a t i o n  o r d e r s  a r e  r e q u i r e d  t o  c a l l  f o r  s p e c i f ie d  p e r io d ic  
a c c o u n t in g s  to  t h e  c o u r t  o f  th e  a f f a i r s  o f  a n  i n s u r e r  b e in g  l iq u id a t e d .  O r d e r s  o f  
l i q u i d a t i o n  a r e  * e q u i r e d  t o  c o n t a i n  p r o v i s i o n s  f o r  t h e  t e r m i n a t i o n  o r  
c o n t in u a t i o n  in  fo r c e  o f  a l l  i n s u r a n c e  c o n t r a c t s  o f  t h e  i n s u r e r  a c c o rd in g  to  th e  
g u id e l in e s  n o w  s e t  f o r t h  in  t h i s  s e c t io n . T h is  s e c t io n  a ls o  c o n t a in s  t h e  e f fe c t s  
t h a t  a n  o r d e r  o f  l i q u i d a t i o n  h a s  o n  le g a l p r o c e e d in g s  s im i la r  t o  t h o s e  f o u n d  
p e r t a in in g  t o  o r d e r s  o f  r e h a b i l i t a t i o n .  A ls o , t h i s  s e c t io n  n o w  p r o v id e s  f o r  a n y  
g u a r a n t e e  a s s o c i a t i o n s  t o  i n t e r v e n e  in  a  l i q u i d a t i o n  p r o c e e d i n g  i f  t h e  
a s s o c i a t i o n  i s  r e q u i r e d  t o  a c t  a s  th e  r e s u l t  o f  t h e  e n t r y  o f  a n  o r d e r  o f  
l iq u id a t io n .

S e c t i o n  6 5 .  A S  2 1 . 7 8 . 1 3 0 .  C o n d u c t  o f  D e l i n q u e n c y  P r o c e e d in g s  A g a in s t  
D o m e s t ic  a n d  A lie n  In s u r e r s .

P a g e  5 9 .  l in e  1 t o  p a g e  6 0 .  l in e  1 7 .

T h e  n e w  s u b s e c t io n s  a d d e d  to  t h i s  s e c t io n  a u g m e n t  th e  p o w e r s  a n d  a u t h o r i t y  
o f  t h e  r e c e iv e r  in  a  r e h a b i l i t a t i o n  o r  l i q u id a t i o n .  T h e  r e c e iv e r  i s  a l lo w e d  to  
p u r s u e  o n  b e h a l f  o f  t h e  i n s u r e r  a l l  le g a l r e m e d ie s  f r o m  a n y  p e r s o n  d u e  to 
t o r t u o u s  a c t s ,  b r e a c h  o f  c o n t r a c t ,  o r  b r e a c h  o f  f i d u c ia r y  o b lig a t io n .

I f  t h e  r e c e iv e r  f in d s  t h a t  r e o r g a n i z a t i o n ,  c o n s o l id a t i o n ,  m e rg e r ,  c o n v e r s i o n  o r  
o t h e r  t r a n s f o r m a t i o n  o f  a n  im p a i r e d  o r  i n s o lv e n t  i n s u r e r  is  a p p r o p r i a t e ,  th e  
r e c e iv e r  i s  r e q u i r e d  to  d e v e lo p  a  p la n  f o r  th e  a p p r o p r i a t e  a c t io n  a n d  s u b m i t  
th e  p la n  t o  t h e  c o u r t  f o r  a p p r o v a l ,  d i s a p p r o v a l  o r  m o d i f ic a t io n .  A  p la n  o f  t h is  
n a t u r e  m a y  in c lu d e  a  m o r a t o r i u m  o n  n o n f o r f e i t u r e  b e n e f i t s  u n d e r  c o n t r a c t s  
in s u r e d  b y  a n  im p a i r e d  o r  in s o lv e n t  l i fe  in s u r e r .

I f  a n  in s o lv e n t  i n s u r e r ’ s  e s t a t e  d o e s  n o t  p o s s e s s  s u f f ic i e n t  c a s h  o r  o t h e r  l iq u id  
a s s e t s  t o  c o v e r  t h e  c o s t s  o f  r e h a b i l i t a t i o n  o r  l i q u id a t i o n ,  f u n d s  m a y  b e  
a d v a n c e d  b y  th e  D iv is io n  o f  I n s u r a n c e  f o r  t h a t  p u r p o s e .  H ow e v e r , t h e s e  fu n d s
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a r e  r e q u i r e d  to  b e  r e p a id  o u t  o f  th e  f i r s t  a v a i la b le  m o n e y  a n d  t a k e  p r i o r i t y  o v e r  
a l l  o t h e r  c la im s  a g a in s t  t h e  e s ta te .

T h e  r e c e iv e r  i s  g r a n t e d  th e  a u t h o r i t y  t o  c o n d u c t  e x a m in a t i o n s  in  c o n ju n c t i o n  
w i t h  a  d e l in q u e n c y  p r o c e e d in g  w i t h  t h e  s a m e  a b i l i t y  to  s u b p o e n a ,  e x a m in e  
u n d e r  o a t h ,  a n d  r e v ie w  r e c o r d s  a s  t h e  d i r e c t o r  h a s  in  th e  e x a m in a t i o n  o f  a n y  
i n s u r e r .  T h e  r e c e i v e r  i s  a l s o  g r a n t e d  t h e  p o w e r  t o  m o v e  r e c o r d s  o f  t h e  
i n s u r e r  t o  a n y  lo c a t i o n  t h a t  w o u ld  f a c i l i t a t e  t h e  r e h a b i l i t a t i o n  o r  l i q u id a t i o n  
a n d  to  p r o v id e  r e a s o n a b le  a c c e s s  to  t h o s e  r e c o r d s  n e c e s s a r y  to  a n y  g u a r a n t e e  
a s s o c ia t io n  to  c a r r y  o u t  i t s  la w fu l  d u t ie s .

T h e  r e c e iv e r  m a y  a ls o  in t e r v e n e  in  s im i la r  p r o c e e d in g s  in  o t h e r  ju r i s d i c t i o n s  
a n d  a c t  a s  a  r e c e iv e r  o r  t r u s t e e  in  a n o t h e r  ju r i s d i c t i o n  i f  a n  a p p o in tm e n t  is  
o f f e r e d .  T h e  r e c e iv e r  m a y  e n t e r  i n t o  a g r e e m e n t s  w i t h  a  r e c e iv e r  o r  o t h e r  
i n s u r a n c e  r e g u la t o r y  o f f i c i a l  o f  a n o t h e r  s t a t e  w h ic h  r e la t e s  t o  a  d e l in q u e n c y  
p r o c e e d in g  a f f e c t in g  a n  i n s u r e r  t h a t  i s  o r  h a s  c o n d u c t e d  b u s in e s s  i n  b o t h  
s ta te s .

S e c t io n  6 6 .  A S  2 1 . 7 8 . 1 7 0 (c )  F o rm  o f  C la im  
P a g e  6 0 .  l i n e s  1 8 - 2 5 .

T h is  s e c t i o n  c o n t a i n s  t h e  p r o v i s i o n s  p e r t a i n i n g  t o  c la im s  f i le d  a g a in s t  t h e  
e s ta te  o f  a n  in s o lv e n t  i n s u r e r .  S u b s e c t i o n  (c) h a s  b e e n  a m e n d e d  t o  r e q u i r e  th e  
r e c e iv e r  to  n o t i f y  a  c la im a n t  i f  t h e  c la im  h a s  b e e n  d e n ie d  .'n p a r t  o r  in  w h o le  in  
w r i t in g  b y  f i r s t  c la s s  m a i l .  T h e  c la im a n t  m u s t  r a i s e  a n y  o b je c t io n  w i t h  t h i s  
d e t e rm in a t io n  w i t h in  6 0  d a y s  o f  w h e n  t h e  n o t ic e  w a s  m a i le d  o r  i s  b a r r e d  f r o m  
a n y  o b je c t io n .

S e c t io n  6 7 .  A S  2 1 . 7 8 . 1 7 0 .  F o rm  o f  C la im  
P a g e  6 0 .  l i n e  2 6  to  p a g e  6 1 .  l i n e  3 .

I f  t h e  r e c e i v e r  r e c e iv e s  a n  o b je c t i o n ,  t h e  a m e n d m e n t s  t o  s u b s e c t i o n  (d ) 
p r o v id e  t h a t  t h e  r e c e iv e r  r e q u e s t  t h e  c o u r t  to  c o n d u c t  a  h e a r in g  o n  th e  m a t t e r  
i f  th e  r e c e iv e r  d o e s  n o t  c h a n g e  th e  o r ig in a l  d e t e rm in a t i o n  a f t e r  s u c h  o b je c t io n  
is  m a d e .

S e c t io n  6 8 .  A S  2 1 . 7 8 . 1 7 0 .  F o rm  o f  C la im  
P a g e  6 1 .  l in e s  4 - 2 4 .

N ew  s u b s e c t i o n s  (e ) t h r o u g h  (h ) h a v e  b e e n  a d d e d  to  p r o v id e  f u r t h e r  g u id e l in e s  
f o r  c la im s  m a d e  a g a in s t  a n  i n s u r e r  in  l iq u id a t io n .  A  c la im  d o e s  n o t  h a v e  to  b e  
c o n s id e r e d  o r  a l lo w e d  i f  n o t  a l l  t h e  r e q u i r e d  s u p p o r t i n g  d o c u m e n t a t i o n  i s  
p r o v id e d  o r  i f  t h e  p r e s c r ib e d  (a n d  c o u r t  o rd e r e d )  c la im  f o rm  is  n o t  u s e d .  T h e  
r e c e iv e r  m a y  a t  a n y  t im e  r e q u e s t  t h a t  a d d i t i o n a l  i n f o rm a t i o n  b e  p r o v id e d  b y  
a n y  c la im a n t  a n d  m a y  t a k e  t e s t im o n y  u n d e r  o a t h  to  o b t a in  s u p p le m e n t a r y  
I n f o rm a t i o n .  A  ju d g e m e n t  o r  a n  o r d e r  a g a in s t  a n  i n s u r e d  o r  a n  i n s u r e r
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e n t e r e d  a f t e r  t h e  d a t e  o f  a  l i q u id a t i o n  o r d e r  o r  a  ju d g e m e n t  o r  a n  o r d e r  
e n t e r e d  a t  a n y  t im e  b y  d e f a u l t  o r  c o l lu s i o n  n e e d  n o t  b e  c o n s id e r e d  a s  s u p p o r t  
o f  e v id e n c e  o f  l i a b i l i t y  o r  a m o u n t  o f  d a m a g e s  in  c o n n e c t i o n  w i t h  a  c la im .  A  
c la im  b y  a n y  g u a r a n t e e  a s s o c i a t i o n  a g a in s t  t h e  e s t a t e  o f  a n  i n s u r e r  i n  
l i q u id a t i o n  m u s t  b e  in  a  f o rm  a n d  c o n t a in  s u p p o r t  a g re e d  t o  b y  t h e  r e c e iv e r  
a n d  th e  g u a ra n te e  a s s o c ia t io n .

S e c t io n  6 9 .  A S  2 1 . 7 8 . 1 8 0 fd ) .  P r i o r i t y  o f  C e r t a in  C la im s  
P a g e  6 1 .  l i n e  2 5  t o  p a g e  6 2 .  l in e  1 0 .

T h i s  s e c t io n  I s  a m e n d e d  t o  c la r i f y  c e r t a in  c i r c u m s t a n c e  i n v o lv i n g  c la im a n t s  
w h o s e  c la im s  a g a in s t  t h e  e s t a t e  o f  a n  i n s u r e r  i n  l i q u i d a t i o n  a r e  s e c u r e d .  
A m e n d m e n t  t o  s u b s e c t i o n  (d ) p r o v id e s  th e  m e t h o d o lo g y  f o r  a r r i v in g  a t  t h e  
v a lu e  o f  t h e  s e c u r i t y  a n d  a l lo w s  f o r  t h e  e n t i r e  c la im  to  b e  a l lo w e d  i f  t h e  
s e c u r i t y  is  s u r r e n d e r e d  to  t h e  r e c e iv e r .

S e c t io n  7 0 .  A S  2 1 . 7 8 . 1 8 0 fe ) .  P r i o r i t y  o f  C e r t a in  C la im s  
P a g e  6 2 .  l i n e s  1 1 - 2 5 .

A  n e w  s u b s e c t i o n  (e ) h a s  b e e n  a d d e d  t o  a l lo w  in  c e r t a in  c i r c u m s t a n c e s  f o r  a  
p e r s o n  o t h e r  t h a n  th e  s e c u r e d  c r e d i t o r  t o  f i le  a  c la im  w i t h  t h e  e s t a t e  o f  a n  
in s o lv e n t  i n s u r e r .  T h a t  o t h e r  p e r s o n  m u s t  b e  t h e  p e r s o n  t h a t  p r o v id e d  t h e  
s e c u r i t y  v ia  s o m e  u n d e r t a k i n g  a n d  th e  s e c u r e d  c r e d i t o r  h a s  fa i le d  to  f i le  a n d  
p r o v e  a  c la im . I n  s u c h  a  c i r c u m s t a n c e ,  t h a t  p e r s o n  m a y  f i le  a  c la im  in  l i e u  o f  
t h e  s e c u re d  c r e d i t o r .  H o w e v e r , t h e  s e c u re d  c r e d i t o r  w i l l  g e t  a n y  d i s t r i b u t i o n s  
f r o m  t h e  e s t a t e  o f  t h e  in s o lv e n t  i n s u r e r  a n d  th e  o t h e r  p e r s o n  t h a t  m a d e  t h e  
c la im  w i l l  o n ly  b e  e n t i t le d  t o  a  p o r t i o n  o f  t h e  d i s t r i b u t i o n  i f  t h e  d i s t r i b u t i o n  
a n d  t h e  a m o u n t  p a id  o n  t h e  u n d e r t a k i n g  e x r e e d  t h e  e n t i r e  a m o u n t  o f  t h e  
s e c  r e d  c r e d i t o r ' s  c la im .  A n y  s u c h  e x c e s s  m u s t  b e  h e ld  i n  t r u s t  b y  t h e  
s e c u re d  c r e d i t o r  f o r  t h e  b e n e f i t  o f  t h e  o t h e r  p e r s o n  w h o  m a d e  th e  c la im .

S e c t io n  7 1 .  A S  2 1 . 7 8 . 2 0 0 ( a ) .  " U n i fo rm  i n s u r e r s  l i q u id a t i o n  a c t ."
P a g e  6 2 .  l i n e s  2 6 - 2 9 .

T h is  is  a n  e d i t o r i a l  c h a n g e  to  a m e n d  i n t e r n a l  c r o s s  r e fe r e n c e s .  N o  s u b s t a n t i v e  
c h a n g e .

S e c t io n  7 2 .  A S  2 1 . 7 8 . 2 5 0 .  F r a u d u le n t  T r a n s f e r s  B e fo r e  P e t i t i o n  
P a g e  6 3 .  l in e  1 to  p a g e  6 4 .  l in e  2 1 .

C u r r e n t ly  A S  2 1 . 7 8 . 2 5 0  g iv e s  a  b r o a d  o u t l i n e  a s  t o  h o w  t r a n s f e r s  o f  p r o p e r t y  
m a d e  b y  o r  o n  b e h a l f  o f  a n  i n s u r e r  b e fo r e  a n  o r d e r  o f  r e h a b i l i t a t i o n  o r  
l i q u id a t i o n  a r e  t r e a t e d  w h e n  t h e  t r a n s f e r  w a s  a c c o m p li s h e d  w i t h  t h e  i n t e n t  to  
g a m  a  p r e f e r e n c e  o r  a  g r e a t e r  p e r c e n t a g e  o f  t h e  i n s u r e r ' s  a s s e t s  in  a  
d e l in q u e n c y  p r o c e e d in g . In  e s s e n c e , t h e  r e c e iv e r  m a y  a v o id  o r  r e v e r s e  th e s e
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t r a n s a c t i o n s  u n le s s  t h e  i n s u r e r  r e c e iv e d  f a i r  v a lu e  f o r  t h e  a s s e t  t r a n s f e r r e d .  
T h is  b r o a d  o u t l i n e  i s  r e p e a le d  a n d  r e p la c e d  w i t h  a  m o r e  d e t a i le d  d e s c r i p t i o n  
o f  t h e  a c c e p t a b le  t r a n s f e r s  a n d  u n a c c e p t a b le  t r a n s a c t i o n s  w h ic h  m a y  b e  
v o id e d . T h e  e s s e n t i a l  i n t e n t  o f  c u r r e n t  A S  2 1 . 7 8 . f : 5 0  is  r e t a in e d .

T h e  r e e n a c t e d  A S  2 1 . 7 8 . 2 5 0  p e r t a in s  to  t r a n s f e r s  o c c u r r i n g  p r i o r  to  a  p e t i t i o n  
f o r  r e h a b i l i t a t i o n  o r  l i q u i d a t i o n .  T h i s  n e w  s e c t i o n  s p e c i f i c a l ly  r e c o g n i z e s  
t r a n s a c t i o n s  in v o lv in g  r e in s u r a n c e  c o n t r a c t s .

S e c t io n  7 3 .  A S  2 1 . 7 8 . 2 5 1 .  F r a u d u le n t  T r a n s f e r  A f t e r  P e t i t i o n .
P a ge 6 4 .  l in e  2 2  to  p a g e  6 6 .  l i n e  6 .

N ew  s e c t i o n  A S  2 1 . 7 8 . 2 5 1  p e r t a in s  to  t r a n s f e r s  a n d  t r a n s a c t i o n s  o c c u r r i n g  
a f t e r  a  d e l i n q u e n c y  p r o c e e d in g  h a s  b e e n  u n d e r t a k e n  b u t  b e fo r e  a n  o r d e r  o f  
r e h a b i l i t a t i o n  o r  l i q u i d a t i o n  h a s  b e e n  e n t e r e d  o r  b e f o r e  t h e  r e c e iv e r  t a k e s  
p o s s e s s i o n  o f  t h e  i n s u r e r ' s  p r o p e r t y .

S e c t io n  7 3 .  A S  2 1 . 7 8 . 2 5 2 .  V o id a b le  P r e fe r e n c e s  a n d  L ie n s .
P a ge  6 6 .  l i n e  6  t o  p a g e  7 1 .  l in e  1 1 .

N ew  s e c t i o n  A S  2 1 . 7 8 . 2 5 2  p r o v id e s  t h e  d e t a i le d  g u id e l in e s  f o r  t h e  v o i d in g  o r  
r e v e r s in g  im p r o p e r  t r a n s f e r s  o f  p r o p e r t y .  T h is  s e c t io n  m a in t a in s  t h e  p e r s o n a l  
l i a b i l i t y  o f  a n y  p e r s o n ,  ( i n c lu d i n g  i n s u r e r  e m p lo y e e s ,  o f f i c e r s ,  o r  
s h a r e h o ld e r s ) ,  a c t in g  o n  b e h a l f  o f  a n  i n s u r e r  t h a t  k n o w in g ly  p a r t i c ip a t e s  in  
g iv in g  o f  a  p r e fe r e n c e  w h o  k n o w s  o r  h a s  a  r e a s o n a b le  c a u s e  t o  b e lie v e  t h a t  a n  
i n s u r e r  i s  o r  is  a b o u t  to  b e c o m e  in s o lv e n t .

S e c t io n  7 3 .  A S  2 1 . 7 8 . 2 5 3 .  C la im s  o f  H o ld e r s  o f  V o id  o r  V o id a b le  R ig h t s  
P a g e  7 1 .  l i n e s  1 2 - 2 9 .

N ew  s e c t i o n  A S  2 1 . 7 8 . 2 5 3  o u t l i n e s  h o w  c la im s  o f  p e r s o n  w h o  r e c e iv e d  a  
p r e fe r e n c e  a r e  t o  b e  t r e a t e d .  In  g e n e r a l  s u c h  c la im s  a r e  t o  b e  d i s a l lo w e d  a n d  
n o t  a l lo w e d  t o  p a r t i c ip a t e  i n  a n y  d i s t r i b u t i o n  o f  t h e  in s o lv e n t  i n s u r e r s  e s t a t e .  
H o w e v e r , a  c la im  b y  s u c h  a  c r e d i t o r  w i l l  be. a l lo w e d  a s  a n  " e x c u s e d  la t e  c la im "  
o n ly  i f  t h e  t r a n s f e r  w h ic h  p r o v id e d  f o r  t h e  p r e fe r e n c e  is  r e v e r s e d .

S e c t io n  7 4 .  A S  2 1 . 7 8 . 2 6 0 .  P r i o r i t y  o f  D i s t r i b u t i o n  
P a g e  7 2 .  l in e  1 t o  p a g e  7 4 .  l in e  5 .

T h e  c u r r e n t  la w  g o v e r n in g  l i q u i d a t i o n s  d o e s  n o t  p r o v id e  f o r  a  s t a t u t o r y  
p r i o r i t y  f o r  d i s t r i b u t i o n  o f  a n  in s o lv e n t  in s u r e r ' s  e s ta te . B y  in t e r p r e t a t i o n ,  th e  
a d m in i s t r a t i v e  e x p e n s e s  t o  l i q u id a t e  a n  i n s u r e r  r e c e iv e  p r i o r i t y  t r e a tm e n t .  
C u r r e n t ly ,  A S  2 1 . 7 8 . 2 6 0  p r o v id e s  a  p r i o r i t y  f o r  w a g e s  o w e d  e m p lo y e e s  u p  to  
$ 5 0 0 .  T h e  n e w  v e r s i o n  o f  A S  2 1 . 7 8 . 2 6 0  p r o v id e s  f o r  a  s p e c i f ic  p r i o r i t y  f o r  t h e  
d i s t r i b u t i o n  o f  a n  in s o lv e n t  i n s u r e r ' s  e s t a t e .  A d d i t i o n a l ly ,  a  m e t h o d o lo g y  is
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d e f in e d  t h a t  c a l ls  f o r  a l l  c la im s  in  e a c h  c la s s  to  b e  p a id  o r  s u f f i c i e n t  f u n d s  s e t
a s id e  b e fo r e  a n y  c la im s  in  t h e  n e x t  lo w e r  p r i o r i t y  c la s s  a r e  p a id .  T h e  o r d e r  o f
d i s t r ib u t io n  i s  a s  fo l lo w s :

1 . C la s s  1 . T h e  e x p e n s e s  a n d  c o s t s  a d m in i s t r a t i o n  f o r  t h e  r e h a b i l i t a t i o n  o r  
l i q u id a t i o n ;

2 . C la s s  2 .  W a g e s  f o r  e m p lo y e e s  f o r  u p  t o  tw o  m o n t h s  p a y  b u t  p r i n c ip a l  
o f f i c e r s  a n d  d i r e c t o r s  a re  n o t  a l lo w e d  to  b e n e f i t  b y  t h i s  p r i o r i t y ;

3 .  C la s s  3 .  A l l  c la im s  f o r  lo s s e s  in c u r r e d  u n d e r  i n s u r a n c e  p o l i c ie s  i n c lu d in g  
t h i r d  p a r t y  l i a b i l i t y  c la im s  a n d  c la im s  o f  a n y  g u a r a n t e e  a s s o c ia t io n ;

4 . C la s s  4 .  C la im s  f o r  u n e a r n e d  p r e m iu m s  u n d e r  n o n a c c e s s i b le  i n s u r a n c e  
p o l i c i e s ,  o t h e r  p r e m iu m s  r e f u n d s ,  a n d  c la im s  o f  g e n e r a l  c r e d i t o r s  
i n c lu d in g  c la im s  m a d e  b y  c e d in g  o r  a s s e s s in g  r e i n s u r e r s  u n d e r  c o n t r a c t s  
o f  r e in s u r a n c e ;

5 . C la s s  5 .  C la im s  o f  f e d e r a l ,  s t a t e ,  o r  lo c a l  g o v e r n m e n t  o t h e r  t h a n  c la im s  
m a d e  u n d e r  C la s s  3 ;

6 . C la s s  6 .  C la im s  f i le d  la t e  o r  a n y  o t h e r  c la im s  o t h e r  t h a n  t h o s e  c la im s  
u n d e r  C la s s  7  o r  C la s s  8 ;

7 . C la s s  7 .  S u r p lu s  n o t e s ,  c o n t r i b u t i o n  n o t e s ,  o r  s im i la r  o b l i g a t i o n s ,  a n d  
p r e m iu m  r e fu n d s  u n d e r  a s s e s s a b le  in s u r a n c e  p o l ic ie s ;  a n d

8 . C la s s  8 .  C la im s  o f  s h a r e h o ld e r s  o r  o t h e r  o w n e r s  in  t h e i r  c a p a c i t y  a s  
s h a r e h o ld e r s  o r  o w n e r s .

S e c t io n  7 5 .  A S  2 1 . 7 8 . 2 7 0 .  S e t o f fs  a n d  C o u n t e r c la im s  
P a g e  7 4 .  l in e s  6 - 2 4 .

T h is  s e c t io n  c la r i f i e s  t h e  r e q u i r e m e n t  t h a t  m u t u a l  d e b t s  o r  c r e d i t s  b e tw e e n  
th e  im p a i r e d  o r  i n s o lv e n t  i n s u r e r  a n d  a n y  o t h e r  p e r s o n  b e  n e t t e d  o u t  w i t h  a  
r e s u l t a n t  s in g le  a m o u n t  e i t h e r  p a id  t o  th e  i n s u r e r  o r  p a id  b y  i t .

S e c t io n  7 6 .  A S  2 1 . 7 8 . 2 7 1 .  R e c o v e r y  o f  P r e m iu m s  O w ed  
P a g e  7 4 .  l in e  2 5  to  p a g e  7 5 .  l in e  1 5 .

T h i s  n e w  s e c t io n  r e q u i r e s  t h a t  a n y  p e r s o n ,  i n c lu d in g  l i c e n s e d  a g e n t s  a n d  
b r o k e r s ,  r e s p o n s ib le  f c r  t h e  p a y m e n t  o f  p r e m iu m  to  a n  i n s u r e r  p a y  t o  t h e  
r e c e iv e r  t h e  a m o u n t  o f  p r e m iu m  d u e  f o r  th e  e n t i r e  t e rm  o f  t h e  p o l i c y  a t  th e  
t im e  o f  t h e  d e c la r a t i o n  o f  i n s o lv e n c y .  T h e  a m o u n t s  a r e  t o  i n c lu d e  
c o m m is s io n s .  T h e  d i r e c t o r  m a y  im p o s e  a  m o n e t a r y  p e n a l t y  o f  u p  to  $ 1 , 0 0 0  
f o r  e a c h  v io la t i o n  o f  t h is  s e c t io n  a n d  m a y  a ls o  s u s p e n d  o r  r e v o k e  th e  a g e n t 's  o r  
b r o k e r ' s  l i c e n s e .
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S e c t io n  7 6 .  A S  2 1 . 7 8 . 2 7 2 .  R e in s u r e r s  L i a b i l i t y
P a ge  7 5 .  l i n e s  1 6 - 2 3 .

T h is  n e w  s u b s e c t i o n  p e r t a i n s  t o  a  r e in s u r e r ' s  o b l ig a t i o n s  t o  t h e  e s t a t e  o f  a n  
in s o lv e n t  o r  im p a i r e d  i n s u r e r .  P a y m e n t s  u n d e r  a  c o n t r a c t  o f  r e in s u r a n c e  d u e  
a n  i n s u r e r  i n  d e l in q u e n c y  m a y  n o t  b e  r e d u c e d  a s  a  r e s u l t  o f  t h e  r e h a b i l i t a t i o n  
o r  l i q u i d a t i o n  p r o c e e d in g .  U n le s s  t h e  r e i n s u r a n c e  c o n t r a c t  s p e c i f i c a l l y  
p r o v id e s  f o r  p a y m e n t  t o  a  p e r s o n  o t h e r  t h a n  th e  im p a i r e d  o r  in s o lv e n t  in s u r e r ,  
a  p a y m e n t  t o  a  p e r s o n  o t h e r  t h a n  t h e  im p a i r e d  o r  i n s o lv e n t  i n s u r e r  d o e s  n o t  
r e d u c e  t h e  r e in s u r e r ' s  o b l ig a t io n  to  t h a t  in s u r e r .

S e c t io n  7 7 .  A S  2 1 . 7 8 . 2 8 0 .  S p e c ia l C la im s .
P a g e  7 5 .  l i n e  2 4  to  p a g e  7 6 .  l in e  2 0 .

C u r r e n t ly  A S  2 1 . 7 8 . 2 8 0  c o n t a in s  p r o v i s io n s  p e r t a in in g  to  b o t h  c o n t in g e n t  a n d  
u n l iq u id a t e d  c la im s ,  a n d  t h i r d  p a r t y  l i a b i l i t y  c la im s .  T h is  o n e  s e c t io n  h a s  n o w  
b e e n  d i v id e d  i n t o  tw o  s e p a r a t e  s e c t io n s  w it h  A S  2 1 . 7 8 . 2 8 0  p e r t a in in g  to  
c o n t in g e n t  a n d  u n l iq u id a t e d  c la im s  a n d  A S  2 1 . 7 8 . 2 8 1  p e r t a in in g  t o  t h i r d  p a r t y  
c la im s .

A S  2 1 . 7 8 . 2 8 0  p r o v id e s  t h a t  a  c o n t in g e n t  a n d  u n l i q u id a t e d  c la im  w i l l  b e  
a l lo w e d  t o  p a r t i c ip a t e  m  a  d i s t r i b u t i o n  o f  a n  i n s o lv e n t  in s u r e r ' s  e s t a t e  o n ly  i f , 
e i t h e r  t h e  c la im  b e c o m e s  a b s o lu t e  b e fo r e  t h e  l a s t  d a y  a l lo w e d  f o r  th e  f i l in g  o f  
c la im s  o r  a  s u r p lu s  o f  f u n d s  r e m a in s  a f t e r  a l l  o t h e r  c la im s  a r e  p a id .

S e c t io n  7 8 .  A S  2 1 . 7 8 . 2 8 1 .  S p e c ia l P r o v i s io n s  f o r  T h i r d - P a r t y  C la im s .
P a g e  7 6 .  l i n e  2 1  to  p a g e  7 8 .  l in e  9 .

N ew  s e c t i o n  A S  2 1 . 7 8 . 2 8 1  p r o v id e s  t h e  s p e c i a l  g u id e l i n e s  f o r  t h i r d  p a r t y  
c la im s .  I t  p r o v id e s  f o r  e i t h e r  t h e  t h i r d  p a r t y  o r  th e  i n s u r e d  o f  t h e  i n s u r e r  in  
l i q u id a t i o n  t o  f i le  a  c la im  a g a in s t  th e  in s o lv e n t  i n s u r e r ' s  e s ta te . T h e  r e c e iv e r  is  
r e q u i r e d  to  m a k e  r e c o m m e n d a t io n s  t o  th e  c o u r t  i n  r e g a rd  t o  t h e  a l lo w a n c e  o f  
a  t h i r d  p a r t y  c la im  b a s e d  o n  t h e  r e c e iv e r ' s  c o n s i d e r a t i o n  o f  t h e  p r o b a b le  
o u t c o m e  o f  t h e  p e n d in g  a c t i o n  a g a in s t  t h e  in s u r e d .  I f  s e v e r a l  t h i r d  p a r t y  
c la im s  a g a in s t  o n e  i n s u r e d  a r e  m a d e  w h ic h  e x c e e d s  t h e  p o l i c y  l im i t s ,  e a c h  
c la im  w i l l  b e  p r o p o r t i o n a t e ly  r e d u c e d  s o  t h a t  t h e  t o t a l  p a id  d o e s  n o t  e x c e e d  
t h e  p o l i c y  l im i t s .  N o  s e p a r a t e  t h i r d  p a r t y  c la im  is  a l lo w e d  i f  c o v e re d  b y  a n y  
g u a ra n te e  a s s o c ia t io n .

S e c t io n  7 9 .  A S  2 1 . 7 8 . 2 9 0 .  N o t ic e  to  C r e d i t o r s  a n d  O th e r s  
P a g e  7 8 .  l i n e  1 0  to  p a g e  7 9 .  l in e  9 .

T h is  s e c t i o n  h a s  b e e n  r e p e a le d  a n d  r e e n a c t e d  t o  p r o v id e  f o r  a  m o r e  d e t a i le d  
o u t l i n e  o f  h o w  t h e  r e c e iv e r  is  t o  p r o v id e  n o t ic e  to  p o t e n t i a l  c la im a n t s  a n d  
o t h e r  p e r s o n s  a f fe c t e d  b y  t h e  l i q u id a t i o n  o f  a n  i n s o lv e n t  i n s u r e r .  N o t ic e  is  
r e q u i r e d  to  b e  m a d e  b y  s e v e r a l  d i f f e r e n t  m e d ia .
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T h e  n o t ic e  m u s t  b e  g iv e n  b y  t h e  r e c e iv e r  a s  s o o n  a s  is  p o s s ib le  a f t e r  t h e  e n t r y  
o f  t h e  o r d e r  o f  l i q u id a t i o n  a n d  m u s t  s p e c i fy  t h e  a m o u n t  o f  t im e  a llo w e d  f o r  th e  
f i l in g  o f  c la im s .  T h e  t im e  a l lo w e d  f o r  t h e  f i l i n g  o f  c la im s  m u s t  b e  a t  le a s t  s ix  
m o n th s  a f t e r  t h e  d a t e  o f  th e  l iq u id a t io n  o r d e r  i s  e n t e r e d .

S e c t io n  8 0 .  A S  2 1 . 7 8 . 2 9 1 .  D u t ie s  o f  A g e n ts  
P a ge 7 9 .  l in e  1 0  to  p a g e  8 0 .  l i n e  1 0 .

T h is  n e w  s e c t io n  r e q u i r e s  t h a t  e a c h  a p p o in t e d ,  l ic e n s e d  a g e n t  o f  a n  i n s u r e r  in  
l i q u i d a t i o n  p r o v i d e  w r i t t e n  n o t i c e  t o  e a c h  p o l i c y h o ld e r  i s s u e d  c o v e r a g e  
t h r o u g h  t h e  a g e n t  o f  t h e  l i q u id a t i o n  o r d e r .  T h i s  n o t ic e  m u s t  b e  a c c o m p lis h e d  
w i t h in  1 5  d a y s  f r o m  th e  d a t e  th e  a g e n t  r e c e iv e s  n o t ic e  u n d e r  A S  2 1 . 7 8 . 2 9 0 .  
T h e  w r i t t e n  n o t i c e  m u s t  i n c lu d e  t h e  n a m e  a n d  a d d r e s s  o f  t h e  a g e n t ,  
i d e n t i f i c a t i o n  o f  t h e  p o l i c y  a f f e c t e d ,  a n d  t h e  n a t u r e  o f  h o w  t h e  p o l i c y  is  
a f fe c te d  s u c h  a s  t e rm in a t i o n  u n d e r  A S  2 1 . 7 8 . 1 0 0 .  T h e  r e c e iv e r  m a y  w a iv e  th e  
n o t ic e  r e q u i r e d  b y  t h i s  s e c t io n  i f  o t h e r  a p p r o p r i a t e  n o t ic e  h a s  b e e n  g iv e n  to  
p o l i c y h o ld e r s .

S e c t io n  8 0 .  A S  2 1 . 7 8 . 2 9 2 .  F i l in g  o f  C la im s  
P a g e  8 0 .  l in e  1 1  to  p a g e  8 1 .  l i n e  1 5 .

T h is  n e w  s e c t io n  r e q u i r e s  t h a t  p r o o f  o f  a  c la im  m u s t  b e  f i le d  i n  th e  fo rm  
r e q u i r e d  b y  A S  2 1 . 7 8 . 1 7 0 .  T h is  s e c t io n  a ls o  p r o v id e s  f o r  th e  g u id e l in e s  u n d e r  
w h ic h  la t e  f i le d  c la im s  m a y  p a r t i c ip a t e  in  th e  d i s t r i b u t i o n  o f  t h e  e s t a t e  o f  th e  
in s o lv e n t  i n s u r e r .

S e c t io n  8 0 .  A S  2 1 . 7 8 . 2 9 3 .  R e c e iv e r 's  R e c o m m e n d a t io n  t o  th e  C o u r t  
P a g e  8 1 .  l in e  1 6  to  p a g e  8 1 .  l i n e  5 .

T h is  n e w  s e c t io n  r e q u i r e s  t h e  r e c e iv e r  t o  r e p o r t  t o  t h e  c o u r t  t h e  n a t u r e  o f  
e a c h  c la im  m a d e  to  in c lu d e  t h e  n a m e  a n d  a d d r e s s  o f  th e  c la im a n t  a n d  a m o u n t  
o f  c la im  r e c o m m e n d e d .  T h e  c o u r t  m a y  a p p r o v e ,  d i s a p p r o v e ,  o r  m o d i f y  th e  
r e p o r t  o n  th e  c la im s  m a d e . H o w e v e r , i f  t h e  c o u r t  t a k e s  n o  a c t io n  o n  a  r e p o r t  
w i t h in  6 0  d a y s  o f  t h e  d a t e  o f  r e p o r t in g ,  th e  c la im s  w i l l  b e  c o n s id e r e d  t o  b e  
a l lo w e d  i n  th e  a m o u n t  r e p o r t e d .  I n  n o  e v e n t , w i l l  a  c la im  u n d e r  a  p o l i c y  o f  
in s u r a n c e  b e  a l lo w e d  in  a n  a m o u n t  in  e x c e s s  o f  t h e  a p p l i c a b le  p o l i c y  l im i t s .  
T h is  r e p o r t  o r  r e p o r t s  a s  a c c e p te d  b y  t h e  c o u r t  p r o v id e  f o r  t h e  d e t a i l  o f  th e  
c la im s  w h ic h  w i l l  p a r t i c ip a t e  in  t h e  o r d e r ly  d i s t r i b u t i o n  o f  t h e  a s s e t s  o f  a n  
in s o lv e n t  i n s u r e r .

S e c t io n  8 0 .  A S  2 1 . 7 8 . 2 9 4 .  D i s t r ib u t i o n  o f  A s s e t s  
P a g e  8 2 .  l in e s  6 - 1 3 .

T h is  n e w  s e c t io n  r e q u i r e s  th e  r e c e iv e r  to  a c c o m p l i s h  th e  f i n a l  d i s t r i b u t i o n  o f  
fu n d s  to  c la im a n t s  u n d e r  th e  c o u r t ' s  s u p e r v i s i o n .  T h e  d i s t r i b u t i o n  p la n  m u s t
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r e c o g n iz e  u~ e  s t a t u t o r y  p r i o r i t i e s  a n d  p r o v id e  f o r  a  r e a s o n a b le  b a la n c e  o f  
e x p e d ie n c y  w i t h  t h e  p r o t e c t i o n  o f  u n l i q u id a t e d  a n d  u n d e t e rm in e d  c la im s  
in c lu d in g  t h i r d  p a r t y  c la im s .

S e c t io n  8 0 .  A S  2 1 . 7 8 . 2 9 5 .  U n c la im e d  a n d  W i th h e ld  M o n e y  
P a ge 8 2 .  l i n e  1 4  t o  p a g e  8 3 .  l in e  6 .

T h i s  n e w  s e c t io n  p r o v id e s  t h a t  a n y  u n c la im e d  f u n d s  s u b je c t  to  d i s t r i b u t i o n  
u n d e r  a  l i q u id a t i o n  p r o c e e d in g  r e m a in in g  w h e n  t h e  c o u r t  i s  g o in g  to  e n d  th e  
r e c e i v e r s h i p  w i l l  i n u r e  to  t h e  s t a t e  w i t h o u t  g o in g  t h r o u g h  a n y  f u r t h e r  
p r o c e e d in g s .

S e c t io n  8 0 .  A S  2 1 . 7 8 . 2 9 6 .  T e rm in a t i o n  o f  P r o c e e d in g s  
P a ge 8 3 .  l i n e s  7 - 1 5 .

T h is  n e w  s e c t io n  p r o v id e s  f o r  th e  r e c e iv e r  t o  a p p ly  to  t h e  c o u r t  f o r  d i s c h a r g e  
f r o m  t h e  r e h a b i l i t a t i o n  o r  l i q u id a t i o n  p r o c e e d in g s  w h e n  a l l  d u t i e s  h a v e  b e e n  
p e r f o rm e d .  T h e  c o u r t  m a y  g r a n t  th e  d i s c h a rg e  a n d  i s s u e  a n y  o t h e r  o r d e r s  i t  
d e e m s  a p p r o p r i a t e .  I t  i s  a n t ic ip a t e d  t h a t  s u c h  o r d e r s  w o u ld  in c lu d e  a n  o r d e r  
d i s s o lv in g  t h e  c o r p o r a t e  e x is t e n c e  o f  a n  in s o lv e n t  a n d  l iq u id a t e d  in s u r e r .

T h is  s e c t io n  a l lo w s  a n y  o t h e r  p e r s o n  to  a p p ly  to  t h e  c o u r t  a t  a n y  t im e  f o r  a n  
o r d e r  d i s c h a r g in g  a  d e l in q u e n c y  p r o c e e d in g . H o w e v e r ,  i f  t h e  a p p l i c a t i o n  i s  
d e n ie d , t h e  a p p l i c a n t  i s  r e q u i r e d  t o  p a y  th e  c o s t s  in c u r r e d  b y  t h e  r e c e iv e r  in  
r e s i s t in g  th e  a p p li c a t i o n .

S e c t io n  8 0 .  A S  2 1 . 7 8 . 2 9 7 .  R e o p e n in g  L iq u id a t io n  
P a g e  8 3 .  l i n e s  1 6 - 2 2 .

F o r  g o o d  c a u s e  in c lu d in g  t h e  d is c o v e ry  o f  a d d i t i o n a l  a s s e t s ,  t h e  d i r e c t o r  o r  a n y  
o t h e r  p e r s o n  m a y  p e t i t i o n  t h e  c o u r t  to  r e o p e n  a  p r e v i o u s ly  c lo s e d  l i q u id a t i o n .  
I f  s u f f i c i e n t ly  ju s t i f i e d ,  t h e  c o u r t  m u s t  r e o p e n  th e  l i q u id a t i o n .

S e c t i o n  8 0 .  A S  2 1 . 7 8 . 2 9 8 .  D i s p o s i t i o n  o f  R e c o r d s  D u r i n g  a n d  A f t e r  
T e rm in a t i o n  o f  L iq u id a t io n .

P a g e  8 3 .  l i n e s  2 3 - 2 8 .

T h is  n e w  s e c t io n  a l lo w s  th e  d i r e c t o r  to  r e c o m m e n d  to  t h e  c o u r t  a n d  t h e  c o u r t  
to  o r d e r  w h ic h  r e c o r d s  o f  a  l iq u id a t e d  i n s u r e r  s h o u ld  b e  r e t a in e d  a n d  w h ic h  
s h o u ld  b e  d e s t r o y e d .
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OTHER. (Sections 81-89)

S e c t io n  8 1 .  A S  2 1 . 8 8 . 0 5 0 ( a ) .  P o w e r s  a n d  d u t ie s  
P a g e  8 3 .  l in e  2 9  to  p a g e  8 5 .  l i n e  1 4 .

T h is  e d i t o r i a l  c h a n g e  m e r e ly  a m e n d s  a  c r o s s  r e f e r e n c e  to  s t a t u t e s  r e v i s e d  
e ls e w h e re  in  t h i s  le g i s la t i o n .

S e c t io n  8 2 .  A S  2 1 . 9 0 . 9 0 0 .  D e f in i t i o n s  f o r  T it le  
P a ge  8 5 .  l i n e  2 9  to  p a g e  8 6 .  l in e  5 .

T h i s  s e c t i o n  i s  a m e n d e d  to  p r o v id e  d e f i n i t i o n s  f o r  t h e  t e r m s  " im p a i r e d " ,  
" im p a i rm e n t " ,  " i n s o lv e n t " ,  " i n s o lv e n c y " ,  a n d  " p o l i c y h o ld e r  s u r p lu s " .  T h e s e  
t e rm s  a r e  u s e d  i n  s e v e r a l c h a p t e r s  o f  T i t le  2 1 .

S e c t io n  8 3 .  A p p lic a b i l i t y  o f  R e in s u r a n c e  C r e d i t  
P a g e  8 6 .  l i n e s  6 - 9 .

T h i s  s e c t i o n  d e la y s  t h e  e f f e c t i v e  a p p l i c a t i o n  o f  t h e  c h a n g e s  a f f e c t i n g  
r e i n s u r a n c e  c r e d i t  a l lo w e d  a  d o m e s t ic  c e d in g  i n s u r e r  t o  a v o id  im p a c t  o n  
e x is t in g  c o n t r a c t s .  T h is  m a k e s  r e n e g o t ia t io n  o f  t h o s e  c o n t r a c t s  u n n e c e s s a r y .

S e c t io n  8 4 .  A p p lic a b i l i t y  o f  C a p i t a l  a n d  S u r p lu s  R e q u i r e m e n t s  
P a g e  8 6 .  l i n e s  1 0 - 1 5 .

T h is  s e c t i o n  d e la y s  t h e  im p a c t  o f  t h e  n e w  c a p i t a l a n d  s u r p lu s  r e q u i r e m e n t s  
r e q u i r e d  i n  t h i s  le g i s la t i o n  u n t i l  J a n u a r y  1 , 1 9 9 2  w h e n  t h i s  s e c t io n  i s  r e p e a le d  
b y  s e c t io n  8 6 .

S e c t io n  8 5 .  R e p e a le r
P a g e  8 6 .  l i n e s  1 6 - 1 7 .

S e c t io n s  r e p e a le d  a r e :

A S  2 1 . 0 9 . 0 8 0 ( b ) .  T h i s  r e p e a l  r e q u i r e s  d o m e s t ic  i n s u r e r s  t o  m a in t a i n  th e  
c u r r e n t ly  r e q u i r e d  c a p i t a l  a n d  s u r p lu s  a m o u n t s .
A S  2 1 . 0 9 . 0 8 0 ( c ) .  T h i s  r e p e a l  r e q u i r e s  d o m e s t ic  i n s u r e r s  to  m a in t a i n  th e  
c u r r e n t ly  r e q u i r e d  c a p i t a l a n d  s u r p lu s  a m o u n t s .
A S  2 1 . 2 1 . 0 2 0 ( b ) .  T h i s  r e p e a l  d e le t e s  t h e  g r a n d f a t h e r i n g  n e c e s s a r y  f o r  th e  
1 9 6 6  m a jo r  r e d r a f t i n g  o f  t h is  c h a p t e r  b u t  w h ic h  n o w , a f t e r  2 2  y e a r s ,  is  n o t  
r e q u i r e d .
A S  2 1 . 2 1 . 2 7 0 ( d ) .  M o v e d  to  d e f in i t i o n  s e c t io n  A S  2 1 . 2 1 . 6 0 0 ( 6 ) .
A S  2 1 . 7 8 . 3 3 0 ( 1 ) .  D e f in i t i o n  o f  " a n c i l la r y  s ta t e "  r e m o v e d .
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S e c t io n  8 6 .  R e p e a l o f  S e c t io n  8 4  
P a g e  8 6 .  l i n e  1 8 .

T h i s  s e c t i o n  r e p e a ls  s e c t io n  8 4  w h ic h  d e la y s  t h e  im p a c t  o f  t h e  n e w  c a p i t a l  
a n d  s u r p lu s  r e q u i r e m e n t s  r e q u i r e d  in  t h i s  le g is la t io n .

S e c t io n  8 7 .  C h a n g e  o f  C iv i l R u le  6 2 (a )  
P a g e  8 6 .  l i n e s  1 9 - 2 2 .

S e c t io n  8 8 .  C h a n g e  o f  C iv i l R u le  6 5 (c )  
P a g e  8 6 .  l i n e s  2 3 - 2 7 .

S e c t io n  8 9 .  C h a n g e  o f  C iv i l R u le  4 1
P a g e  8 6 .  l in e  7  to  to  p a g e  8 7 .  l in e  3 .

S e c t io n  9 0 .  C h a n g e  o f  C iv i l R u le  1 9  
P a g e  8 7 .  l i n e s  4 - 6 .

S e c t io n  9 1 .  E f fe c t iv e  d a t e  o f  A c t 
P a g e  8 7 .  l in e  7 .

T h e  A c t  t a k e s  e f fe c t  im m e d ia t e ly .
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S t a t e  o  f  A l a s  ic a
OFFICE OF  THE GOVERNOR 

♦ I U N E A r

March 23, 1989

The Honorable Tim Kelly 
President of the Senate 
Alaska State Legislature 
P.O. Box V 
Juneau, AK 99811

Dear Mr. President:

Under the authority of art. Ill, sec. 18, of the Alaska 
Constitution, I am transmitting a bill relating to the 
powers of the Alaska Power Authority. This bill has two 
main components:

1. the conversion of the power project fund from a 
fund supported by the general fund to a revolving 
loan fund financed primarily by the sale of 
bonds, and

2. the authorization permitting the agency to sell 
waste heat directly to retail customers.

With regard to the first of these components, the authority 
would sell bonds to finance loans from the power project 
revolving loan fund. The fund would consist of appropri­
ations, repayments of principal to the fund, interest on 
loans made from the fund, income from investment of money 
in the fund, and the proceeds of bond sales. The authority 
would pledge the money repaid to t.he fund as security for 
bond debt service, but the balance from appropriated money 
would be returned to the general fund at the end of each 
fiscal year.

Although temporary retention of interest and income in the 
fund raises an issue under the dedicated-fund pronibition 
of art. IX, sec. 7, of the Alaska Constitution, the 
Department of Law believes that the constitutionality of 
that "dedication" of interest and income would be 
defensible. 1982 Op. Att'y Gen. No. 13 (Nov. 30).
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The bill provides a mechanism for the authority to recover 
money to which the borrower is entitled under the power 
cost equalization program, or from another state agency, 
when the borrower is in default on its loan payments to the 
fund.

The list of eligible borrowers would be expanded from those 
utilities eligible under AS 44.83.170 to include school 
districts, regional educational attendance areas, regional 
housing authorities, and certain business enterprises 
(defined in sec. 14 of the b i l l ) . The list of activities 
eligible for loans would be expanded to include the 
acquisition of an existing power project, the acquisition 
of bulk fuel reserves, or other energy resources, and con­
sumer end-use improvements to reduce the demand for energy.

In addition, the loan fund would no longer be limited to 
costs associated with a "small-scale power production 
facility." Instead, AS 44.83.170(b)(1)(B) would refer to 
"power projects," as including those activities described 
in the bill. The definition of " small-scal.e power 
production facility" would be repealed. Sections 5 and 15 
of the bill.

Under existing law, the authority sells energy to 
utilities, who then pass the energy on to their retail 
customers. This bill would permit the authority to bypass 
the utilities and to sell waste heat directly to retail 
consumers. The waste heat sold by the APA would displace 
other heat sources, such as diesel fuel and oil, currently 
being used to heat the retail customers' facilities.

The proposed amendments described above necessitate the 
following additional changes in existing statutes. In 
order to enhance marketability of bonds, AS 44.83.187(a) is 
amended in sec. 12 of the bill so that projects financed by 
the power project revolving loan fund would not be subject 
to OMB review, and approval by the legislature, under 
AS 44.83.177 —  44.83.185. The statement of the enumerated 
powers of the authority would be amended by sec. 2 of the 
bill, to reflect the authority's power to sell waste heat 
to retail consumers. The requirement that loan repayments 
be deposited in the general fund would be repealed (in sec. 
15) since those payments would be paid into the power 
project revolving loan fund and used as security for the 
bond financing.
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Additionally, the bill would make several technical correc­
tions. One is that the reference in AS 44.83.187 (a)(1) 
(sec. 12 of the bill) to the renewable resources fund would 
be eliminated since that fund was repealed in 1984. 
Section 16, ch. 161, SLA 1984 . Another is that the terms 
"cities" and "boroughs" would be deleted from two lists in 
AS 44.83.170(b) which also include "municipalities." As 
defined in AS 29.71.800, the term "municipality" includes 
cities and boroughs, making the separate references u n­
necessary. Section 5 of the 1 vil.
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PROPOSED POWER PROJECT REVOLVING LOAN FUND - SB 238 

NEED FOR LEGISLATION
Inability to meet demand for loans

o The Alaska Energy Authority receives many requests for

FINANCING FOR FEASIBLE ENERGY PROJECTS WHICH IT IS UNABLE 
TO MEET.

o The Authority has two methods to finance projects —
LOANS FUNDED WITH LEGISLATIVE APPROPRIATIONS AND BOND 
FUNDED LOANS. v. ;

s. t .. **'

o There is currently no legislative funding available for

LOANS.

o Bond funding of projects works only for large projects

WITH STRONG AND FAIRLY PREDICTABLE SOURCES OR REVENUES 
AND WHICH ARE EASILY UNDERSTOOD BY THE BOND MARKET.

0 SMALLER/ MORE COMPLICATED PROJECTS ARE NOT FINANCEABLE
WITHOUT SOME ADDED SOURCE OF SECURITY.

NEED FOR ADDITIONAL SECURITY
o The Authority does not have the financial strength that

WOULD CAUSE THE USE OF ITS GENERAL OBLIGATION TO ADD 
SECURITY TO ANY BONDS ISSUED. IT HAS NO UNRESTRICTED 
CASH/ AND NO EQUITY THAT IS NOT TIED UP IN FIXED ASSETS.



o Without a secondary source of repayment the Authority

WOULD NOT BE ABLE TO SELL BONDS FOR MOST PROJECTS, EVEN 
IF THESE WERE BACKED BY THE MORAL OBLIGATION OF THE STATE.

0 The AMENDMENTS TO AS 44.83.170 ATTEMPT TO ADD SECURITY TO
ANY BONDS ISSUED BY THE AUTHORITY WITHOUT ALLOWING FOR
THE ACCUMULATION OF LARGE CASE BALANCES BY THE AUTHORITY.

0 The AUTHORITY WOULD SELL BONDS AND LOAN THE PROCEEDS TO
COMMUNITIES AND UTILITIES AROUND THE STATE.

o Payments on new and existing"Power ftKTjecr'Revolving Loanr *

Fund (PPRLF) loans would be made to a bond trustee, who

WOULD MAKE INTEREST AND PRINCIPAL PAYMENTS AS NEEDED ON 
THE BONDS. ADMINISTRATIVE COSTS OF THE FUND WOULD ALSO 
BE PAID FROM THE TRUST ACCOUNT.

o There are currently approximately $2.4 million in annual

PRINCIPAL AND INTEREST PAYMENTS COMING IN TO THE
Authority on Power Project Loans. In the event of a

DEFAULT BY ANY OF THE BORROWERS ON THEIR PAYMENT TO THE 
AUTHORITY/ THESE FUNDS COULD BE USED TO MAKE UP ANY 
DIFFERENCE BETWEEN REQUIRED DEBT SERVICES PAYMENTS AND 
THE AMOUNT COLLECTED BY THE AUTHORITY FROM ITS BORROWERS.

1097V/ - 2 - A p r i l  5, 1S90



0 AT THE END OF EACH FISCAL YEAR/ FUNDS HELD BY THE TRUSTEE
THAT ARE NOT NEEDED FOR BOND PAYMENTS AND ADMINISTRATION 
OF THE PROJECT WOULD BE REMITTED AUTOMATICALLY BY THE 
TRUSTEE TO THE GENERAL FUND.

o The legislation states that the Authority may intercept a

COMMUNITY'S POWER COST EQUALIZATION PAYMENTS OR ITS 
REVENUE SHARING IN THE EVENT OF A DEFAULT. THIS LANGUAGE 
IS SIMILAR TO THAT WHICH IS FOUND IN ALL OF THE MUNICIPAL
Bond Bank' s loan programs.

o This language is to the important marketability of the
.

BONDS AND WILL LOWER INTEREST RATES^m borrowers, 
ACCORDING TO JOHN NUVEEN & CO,!» THE:.AUTHORITY‘>S«SENIOR 
UNDERWRITERS, INCLUDING SUCH LANGUAfelNCREASES A BOND'S

r W
RATING BY A FULL HALF STEP, I .E . ,  FROM A- TCrA., ; ’THIS
RESULTS IN SIGNIFICANT SAVINGS FOR THE BORROWERS..£*

USE OF THE NEW PPRLF
o The New PPRLF would allow communities around the state to

HAVE ACCESS TO THE BOND MARKET FOR POWER PROJECTS THAT 
WOULD NOT OTHERWISE BE FINANCEABLE IN THAT WAY.

Rural Projects

o In the rural areas, projects are too small to warrant a

BOND SALE.
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o Most rural communities are not financially strong enough

FOR THEIR BONDS TO BE MARKETABLE.

o Bank financing is sometimes possible/ but a bank will not

GENERALLY LEND MONEY FOR TERMS LONG ENOUGH FOR THE 
PROJECTS TO REMAIN FINANCIALLY FEASIBLE.

0 IN RURAL AREAS/ THIS PROJECT ADDS AN ESSENTIAL SOURCE OF
NEW CAPITAL FOR DEVELOPMENT OF INFRASTRUCTURE.

o Rural projects that could benefit from the new PPRLF
include:

Waste heat projects rN CawiUNiTiES-.«wcH..;As Sand\V-i. "■ **•-;
Point/ Fort Yukon, and BdONAH
A SMALL HYDROELECTRIC PROJECT IN KlUG.'COVE.
Black Bear Lake hydroelectric project air Prince1-o f  
Wales Island.

Projects in Urban Areas

o There are times that large utilities or cities  have small

PROJECTS THAT MAKE ECONOMIC SENSE BUT ARE EITHER TOO 
SMALL TO GO TO THE BOND MARKET OR TOO COMPLICATED TO 
EXPLAIN TO IT.

o Banks are a possible avenue for financing, but changes to

THE TAX CODE PASSED IN 1986 AND THE SHORT TERM OF BANK
FINANCING MAKE COMMERCIAL BANKS AN UNPALATABLE SOURCE OF
FUNDING.
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0 Pr'OJECTS IN URBAN AREAS OR PROPOSED BY LARGER UTILITIES 
THAT COULD BENEFIT FROM THE PPRLF INCLUDE!
- • Electrification of Hollis ( served by Alaska Power & 

Telephone.
Expansion of generating facilities in Nome

A GEOTHERMAL PLANT IN UNALASKA,

OTHER ISSUES
o The bill expands the purposes for which loans may be made

TO INCLUDE!
Waste energy conservation facilities

Consumer and use improvements to reduce energy demand

Acquisition of power projects  ̂Cthis provision would
.v- • • • .

BENEFIT OUZINKIE AND BETHEL WHO, ARE INTERESTED IN 
ACQUIRING EXISTING PLANT'FACrLrriES); '•
ACQUISITION/ CONSTRUCTION,- OR REPAl* OF BULK .FUEL 
STORAGE FACILITIES ■
Acquisition of bulk fuel a ’

j  ** ?

o The bill authorizes additional eligible borrowers/ 
including:

School districts

Regional educational attendance areas (REAA)
Regional housing authorities 
Business enterprises
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o Bu s in e s s  e n t e r p r i s e  i s  included  to allow loans where a

PRIVATE CORPORATION IS INTERESTED IN DEVELOPING A PROJECT 
OR .RESOURCE AND SELLING POWER TO THE COMMUNITY OR 
UT IL ITY . ONE EXAMPLE OF THIS TYPE OF PROJECT IS THE 
GEOTHERMAL PROJECT IN UNALASKA.

o Th i s  b i l l  passed  Senate Labor and Commerce last  year and

WAS CONSIDERED IN SENATE FINANCE LAST MONTH.

o Senator Duncan proposed  and the committee approved

AMENDMENTS WHICH WOULD REQUIRE THAT ANY SCHOOL DISTRICT, 
REAA, HOUSING AUTHORITY OR BUSINESS ENTERPRISE MUST HAVE 
THE APPROVAL OF THE LOCAL U T I L I T Y 'W  BE EL IG IBLE ..FOR A 
LOAN TO CONSTRUCT A POWER GENERATION FACILITY TN 'TTfE
UT IL ITY 'S  SERVICE AREA. THESE AMENDMENTS WERE SUPPORTED

' .€

by  the Energy Au t h o r i t y , the Alaska Rural El e c t r ic  
Co o pe r a t iv e  As s o c ia t i o n , and Tl i n g i t  Ha id a  Reg ional  
El e c t r i c  Au t h o r i t y .
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ALASKA S KtkOY AtfllOlXTY

NUKiSX CUSTCKEX SAW 1ST AO SUSS CIT AUtSOXIZZD AX AXHUAL ROTZ DAT CUHUHT 3ALA PAYMENT AMOU NEXT PAT AC

ALASKA EUCTAIC LIGHT A fOWK* JUNKAB 5300000.00 .083000 10/13/10 3184000.00 17000.00 04/13/90 9;
c m  or xijw con xao con 3200000.00 .070000 01/01/81 3143387.83 9808.10 07/01/90 ??
ILIAMU'NWKALZH ILIAMNA 9300009,00 - .09*000 01/01/87 132443*.4* 19718.43 07/01/00 «:
ALASKA ZLXCTJUC LIGHT A tWUL juszau 31000000.00 .083009 01/91/82 3108114.44 33382.30 07/01/SC ?:
ALASKA ZUCTA1C LIGHT A KWBt JUKZAG 8200000.00 .070000 07/01/81 814*320.4* 9373.00 07/01/00 ?:
bztxzl cogzhzjuiich utility ANCH0XA3X 31000000.00 .030000 07/01/32 134*307.*1 94983.80 07/01/90 i:
c m  or siika SITKA 813,000̂)00.00 .040000 01/01/(3 013402370.1* 400014,70 07/01/90 j;
ALASKA XLZCIVC LIGHT A POHXX JGNZAU PHlQi SICOOOOO.OO .088300 10/01/83 8*72*11.21 31470.08 04/01/90 j;
ALASKA ELECTRIC LZCIZ A PCWtt JUNEAU 32000000.00 .082800 10/01/R3 *171833*.31 1109*3.90 04/01/90 j-
AF-4-ffA ELECTRIC LICIT A KWA juhzau 1300000.00 .088300 01/01/14 84877*7,1* 23733.03 07/31/90 e:
ALASKA ELECTRIC LIGHT A POWER JUNEAU. 33000000.00 .088300 0F/01/84 81*311*0.04 102140.10 08/01/10 y;
ALASKA ELECTRIC LIGHT A POWER junzau 32000000.00 .082800 01/01/84 •1743383.00 110943.10 03/01/90 ?'
COLD IAY (OAK) SAKS POINT 3300000.00 .00000* tis / a u fe ,, 340*344.13 23308.33 07/01/90 5*
FAX SOSTI UTILITY rAOSASKS . 3200000.00 .080300 oi/oiyfr- *UI313.I7- 10807.43 07/01/90 r
TANAKA WHER TAUAXA 3130000.00 .083300 07/01/83 IW » L U 7344.17 07/01/90 y
0 A K ISC COLO SAY 11233831.00 .088000 oi/ox/a* lU N I I I . t t 73787.87 07/01/90 c
um oac  electric L.TVZUKK 810000.00 .080000 07/01/13 01*337.25"«" 22*8.30 07/01/90 ?
mcou miaxwxM electric coo? GJXKXO c u n 8230000.00 .030000 07/01/1* 8200800.00 ' 8183.02 07/01/90 3
city cr n w  covk Kim» covx 8120000.00 .070300 07/01/13 8101074,36 8040.28 07/01/90 3
c m  or clahx'S ioist CLOUC8 mint 3177000.00 .073000 07/01/(7 8143711.23 7444,80 07/01/90 s
G A K ISC COLS IAY 31000000.00 .031100 02/11/(8 3383*44.SO 20373.10 07/01/90 3
CSITSA ELECTRIC ISC csttika 3101300.00 .07*800 07/01/** 3*312*.92 304:.30 07/01/90 e
CORDOVA ELXCTRie COOT.,INC. CORDOVA 11930000.00 .030000 03/30/M 81030000.00 82098.12 07/01/90 c
CITY or OALZBA CAUSA 31330090.00 .077100 08/20/1* 31330000.00 63742.01 01/01/91 t
comtAs cavz uizLirr COmUM COVK 370000.00 .011*00 07/01/8* 382201.14 4984.13 07/01/00 j
CITY or &ALZKA (ULZHA 8243000.00 .018*00 08/20/8* 0243000.00 17128.48 01/01/81 3
XXKANA rest AUTHORITY NDIASA 3323000.00 .07*700 08/12/M 8179808.13 13784.47 07/01/83 3
c m  or larsen iay LARSEN BAY 1413134.00 .07*300 08/00/8* 3437*78,0* 14303.74 01/01/81 3
c m  or ouxzmz OUSIKKZX, 130000.00 .073400 07/01/8* •43888.21 2773.14 07/01/80 3
HID0LZ rUSTOWIH ELECTRIC COOf CKOUEJJ CJUUfX 8133009.00 .073300 07/01/3* 8139(18.00 7178.40 07/01/90 3
u m u  licit a rown BXT7LUB 830300.00 .073300 07/01/8* •27200.93 2171.11 07/01/10 y
KCOUTH LIGHT A POK80 CO. HCOUXl 3338000.00 .073300 10/21/8* 0317134.14 24371.01 07/01/90 ;
ZAQLX TOWER cokpary KAGU 332000.00 .0*7100 07/01/M 328233.93 3318.83 07/01/M J

334328330.00 330148773.78 1387090.38 —

0 ^  l u r u u j ^ b L  o^o 6 ^  ^1-31 | ^ o
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P.O. Ilox V 
Juneau , A laska 99811 

(907) 465-2828

A l a s k a  S t a t e  L e g i s l a t u r e
Anchorage * D is tr ic t 10 M em ber 

Alaska Legislative 
Council 

Labor &  Commerce 
Committee 

Special Committee 
on Foreign Trade 

Finance Sub-Committee 
for Labor

3111 C Street, S u ite  412 
Anchorage, A laska 99503 

(907) 561-2040

Representative Virginia Collins

MEMORANDUM

TO: Representative Dave Donley, Chair
House Labor & Commerce Committee

FROM: Representative Virginia Collin^/v^^''-"'^^

DATE: April 29, 1990 "

RE: SB 238, "An Act relating to the power project fund, and to the
powers of the Alaska Energy Authority to finance and make loans from the 
power project fund and to sell waste heat; and providing for an 
effective date"

I respectfully request that you schedule the above-referenced bill for a 
hearing in the House Labor and Commerce Committee. There are currently 
requests in the amount of $33 million for loans that cannot be made 
under the current funding program. The current program has never had a 
default.

I appreciate your attention to this request. Thank you.





H O U SE C O M M IT T E E  R E P O R T
Date Referred: April 27, 1990 FURTHER REFERRALS:

Date of Committee Action: B l s h o
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The IABOR & COMMERCE Committee considered: CSSB 2 5 9 ( J U D H e f d  am)

CS SB NO. 259 (Jud)(efd am) INSURANCE GUARANTY FUNDS

"An Act relating to insurance guaranty funds and to definitions of 
"impaired or impairment" and "insolvent or insolvency" in laws relating 
to insurance; amending Rules 24(a) and 62(a), Alaska Rules of Civil 
Procedure; and providing for an effective date."
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S  T  A  T  E  O  V  A  I „  A  S  K  A
office or the governor 

J  V N K A I•

April 4, 1989

The Honorable Tim Kelly 
President of the Senate 
Alaska State Legislature 
P.O. Box V 
Juneau, AK 99811

Dear Mr. President:

Under the authority of art. Ill, sec. 18, of the Alaska 
Constitution, I am transmitting a bill relating to insur­
ance guaranty funds. This bill addresses the problem of 
providing funds for the payment of claims when an insurance 
company becomes insolvent.

When insurer insolvencies occur, policyholders should be 
able to have their claims paid through an industry financed 
guaranty fund. The policy implemented by guaranty funds is 
that the risk of insolvency should be spread over all other 
insurers in the system. Although Alaska already has a 
guaranty fund, its inadequacies have been exposed by recent 
experience. The commissioner of the Department of Commerce 
and Economic Development reports that in a recent case as 
much as $5 million in claims of injured seamen could be 
deprived of coverage because our present fund does not 
provide for it. This proposal creates a new marine in­
surance account within our existing guaranty fund. The 
proposal also allows pre-funding assessments to the present 
fund so that it may be able to meet demands upon it in the 
f u t u r e .

An even more serious inadequacy is our current lack of any 
guaranty fund at all for life, annuity, and disability 
insurance coverage. This proposal establishes a new 
guaranty fund for these kinds of insurance, based on the 
Life and Health Insurance Guaranty Association Model Act 
adopted by the National Association of Insurance Comm i s s­
ioners in 1986.

The division of insurance will provide a more detailed 
description of this proposal  an insur­
ance consumer.

Steve Cowper 
Governor
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M y  name is a m W N n M |  C o u n s e l  for the

A m e r i c a n  C o u ncil of L i f e  I n s u r a n c e  (ACLI). The A C L I  is a national 

trade a s s o c i a t i o n  r e p r e s e n t i n g  o v e r  600 legal r e s e r v e  life 

insurance companies. T h e s e  companies w r i t e  a p p r o x i m a t e l y  93% of 

the life i n s u r a n c e  in f o r c e  in the United States. T h r e e  h u n d r e d  

and for t y - f o u r  of our c o m p a n i e s  are licensed to d o  b u s i n e s s  in 

Alaska, a c c o u n t i n g  for 96.4% of the life i n s u r a n c e  in force in the 

state.

W e  supp o r t  the e n a c t m e n t  of life and h e a l t h  i n s u r a n c e  

g u a r a n t y  a s s o c i a t i o n s  in a l l  states, the D i s t r i c t  o f  C o l umbia, and 

Puerto Rico. C u rrently, s u c h  a s sociations exist in of the 52 

jurisdictions. The ju r i s d i c t i o n s  w i t h o u t  g u a r a n t y

a s s o c i a t i o n s  for the life a n d  h e a l t h  insurance i n d u s t r y  are 

Alaska, California, C o l o r a d o ,  the Distr i c t  of C o l u m b i a ,  Louisiana, 

N e w  J e r s e y

e x n c L

W e  also support S e n a t e  B i l l  259 in concept. T h e  b i l l  is 

p a t t e r n e d  s u b s t a n t i a l l y  a f t e r  the Life & Heal t h  I n s u r a n c e  Guaranty

A s s o c i a t i o n  M o d e l  A c t  a d o p t e d  b y  the N a t i o n a l  A s s o c i a t i o n  of

I n s u r a n c e  C o m m i s s i o n e r s  (NAIC) . W e  w o u l d  like to of£er5 H B 8 i  

a m e n d m e n  w h i c h  we b e l i e v e  w i l l  more c l o sely a l i g n  t h e  b i l l  with

legislation e n a c t e d  in oth e r  

states. T h e a m e n d m e n - ^ p w e  recommend to thje l a n g u a g e   ̂ *

c u r r e n t l y  c o n tained in S e n a t e  Bill 259 are as follows:



P r e m i u m  T a x  O f f s e t

T h e  N A I C  M o d e l  Act includes, as an o p t i o n a l

p r o v i s i o n ,  the following language:

A  m e m b e r  in s u r e r  m a y  o f f s e t  a g a i n s t  its ( p r e m i u m ,

to t h i s  sta t e  an a s s e s s m e n t  d e s c r i b e d  irT S e c t i o n  
to the ext e n t  of t w e n t y  p e r c e n t  o f  the a m o u n t  

of s u c h  a s s e s s m e n t  for e a c h  o f  the five c a l e n d a r  
y e a r s  f o l l o w i n g  the year in w h i c h  such a s s e s s m e n t  
w a s  paid. In the event a m e m b e r  i n s u r e r  should 
c e a s e  d o i n g  business, all u n c r e d i t e d  a s s e s sments 
m a y  b e  c r e d i t e d  against its a p r e m i u m £ B i B M N l H H B H V  

t t a x  l i a b i l i t y f o r  the y e a r  
it c e a s e s  d o i n g  business. ....

T h i s  p r o v i s i o n  has been a d o p t e d  in some form b y  35" 2'

of t h e  j u r i s d i c t i o n s  w h i c h  h a v e  o p e r a t i o n a l

l i f e / h e a l t h  g u a r a n t y  associations. W e  s t r o n g l y  b e l i e v e

it s h o u l d  be i n c o r p o r a t e d  into the l a n guage o f  Sen a t e

Bill 259.

T h e  p r o b l e m  of insurance c o m p a n y  i n s o l v e n c y  is a 

social p r o b l e m ,  n o t  simply an i n d u s t r y  problem. S t a t e  

r e g u l a t o r s  p l a y  a n  important r o l e  in p o l i c i n g  the 

s o l v e n c y  o f  the i n d u s t r y  to p r e v e n t  loss to c o n sumers.

W h e n  the s y s t e m  fails, the cost, shou l d  be s p r e a d  as 

b r o a d l y  as p o s sible, not borne e n t i r e l y  b y  the i n s u r e d  

p o p u l a t i o n  o f  the state. Moreover, it is p a t e n t l y  

u n f a i r  to r e q u i r e  solvent, w e l l - m a n a g e d  c o m p a n i e s  to p a y  

the l o s s e s  o f  t h e i r  p o o r l y - m a n a g e d  c o mpetitors. In 

effect, the f i n ancially sound c o m p a n i e s  p a y  tw i c e  ■—  

once w h e n  t h e y  lose business t o  c o m p e t i t o r s  w h o s e  

p r o d u c t s  c o s t  less, and again w h e n  that c o m p e t i t o r ’s 

i n a p p r o p r i a t e  p r i c i n g  levels r e s u l t  in an i n s o l v e n c y  for 

w h i c h  g u a r a n t y  a s s o c i a t i o n  a s s e s s m e n t s  are levied.



W i t h o u t  a p r e m i u m  tax offset, c o n s u m e r s  w h o  c h o o s e  to 

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

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

l e v e l s  are i n c r e a s e d  to r e f l e c t  t h e i r  c o m p a n y ’s c o s t  of 

p a y i n g  the l o s s e s  for an i n s o l v e n t  c o m p e t i t o r .

E v e n  w i t h  a full p r e m i u m  t a x  offset, i n s u r e r s  do 

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

t i m e  v a l u e  o f  t h e i r  money. I n s u r e r s  l e n d  m o n e y  u p  front 

•to p a y  all c l a i m s  o f  i n s o l v e n t  c o m p e t i t o r s ,  t h e n  r e c o v e r  

it, w i t h o u t  i n t e r e s t ,  at the r a t e  of 20% p e r  y e a r  o *er 

the n e x t  five yea r s .  C o m p a n i e s  e s t i m a t e  t h a t  this 

r e s u l t s  in a t o t a l  r e c o u p m e n t  o f  70-8 0 %  of t h e  m o n i e s  

i n i t i a l l y  p a i d  to the g u a r a n t y  a s s o c i a t i o n  b y  w a y  of 

a s s e s s m e n t .
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F o r  a n  A c t  e n t i t l e d :  A n  A c t  r e l a t i n g  t o  i n s u r a n c e  g u a r a n t y  f u n d s  a n d  t o
d e f i n i t i o n s  o f  " i m p a i r e d  o r  i m p a i r m e n t "  a n d  " i n s o l v e n t  
o r  i n s o l v e n c y "  i n  l a w s  r e l a t i n g  t o  i n s u r a n c e ;  a m e n d i n g  
R u l e s  2 4 ( a )  a n d  6 2 ( a ) ,  R u l e s  o f  C i v i l  P r o c e d u r e ;  a n d  
p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e .

S E C T I O N  1

S e c .  2 1 . 2 1 . 2 5 0 ( c )  O t h e r  I n v e s t m e n t s ;  P r o h i b i t i o n s
( P a g e  1 ,  L i n e s  1 2  t o  1 8 . )

T h i s  S e c t i o n  a l l o w s  i n s u r e r s  t o  i n v e s t  i n  n o t e s  a n d  o t h e r  e v i d e n c e  o f  
i n d e b t e d n e s s  o f  t h e  A l a s k a  L i f e  a n d  D i s a b i l i t y  I n s u r a n c e  G u a r a n t y  A s s o c i a t i o n  
( A L D I G A )  a n d  t o  h a v e  t h o s e  n o t e s  a n d  o t h e r  e v i d e n c e  o f  i n d e b t e d n e s s  
c o n s i d e r e d  a s  a d m i t t e d  a s s e t s  o f  t h e  i n s u r e r .

S E C T I O N  2

S e c .  2 1 . 3 6 . 0 3 5  P r o h i b i t e d  A d v e r t i s e m e n t s  a n d  R e p r e s e n t a t i o n s
( P a g e  1 ,  L i n e  1 9  t o  P a g e  2 ,  L i n e  3 . )

T h i s  S e c t i o n  m a k e s  t h e  u s e  o f  t h e  p r o t e c t i o n  a f f o r d e d  b y  t h i s  A c t  t o  a i d  a  
p e r s o n  i n  t h e  s a l e  o f  i n s u r a n c e  a  p r o h i b i t e d  u n f a i r  t r a d e  p r a c t i c e .  T h i s  
w o u l d  e x t e n d  t o  a  p e r s o n  w i t h  a n  i n t e r e s t  i n  a  p o l i c y  w h o  u s e s  t h e  p r e s e n c e  
o f  t h e  A l a s k a  L i f e  a n d  D i s a b i l i t y  I n s u r a n c e  G u a r a n t y  A s s o c i a t i o n  ( A L D I G A )  t o  
s u p p o r t  t h e  v a l u e  o f  t h e  p o l i c y  a s  c o l l a t e r a l  i n  a  l o a n  t r a n s a c t i o n ,  w h i c h  
a c t i o n  w o u l d  b e  p r o h i b i t e d .

T h e  l e g i t i m a t e  f u n c t i o n  o f  a d v e r t i s i n g  t h e  e x i s t e n c e  o f  t h e  A c t  b y  t h e  
A L D I G A  a n d  t h e  D i r e c t o r  w o u l d  b e  p e r m i t t e d .  T h i s  w o u l d  b e  p a r t i c u l a r l y  
d e s i r a b l e  i n  n o t i f y i n g  p o l i c y h o l d e r s  o f  a  c o m p a n y  f o u n d  t o  b e  i n s o l v e n t .  I t  
w o u l d  a l s o  b e  a p p r o p r i a t e  f o r  i n s u r e r  t r a d e  g r o u p s  n o t  e n g a g e d  i n  s a l e s  t o  
p r o v i d e  s u c h  i n f o r m a t i o n  l . s  p u b l i c  s e r v i c e  a n n o u n c e m e n t s .

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

S E C T I O N  3

S e c .  2 1 . 7 9  A l a s k a  L i f e  a n d  D i s a b i l i t y  I n s u r a n c e  G u a r a n t y  A s s o c i a t i o n
( P a g e  2 ,  L i n e  4  t o  P a g e  2 4 ,  L i n e  4 . )

T h i s  S e c t i o n  c r e a t e s  t h e  A l a s k a  L i f e  a n d  D i s a b i l i t y  I n s u r a n c e  G u a r a n t y  
A s s o c i a t i o n  ( A L D I G A )  w h i c h  w i l l  a d d r e s s  t h e  p r o b l e m  o f  p r o v i d i n g  f u n d s  f o r  
t h e  p a y m e n t  o f  c l a i m s  w h e n  a n  i n s u r a n c e  c o m p a n y  b e c o m e s  i n s o l v e n t .  T h e  
p r o p o s a l  c r e a t e s  a  f u n d i n g  m e c h a n i s m  t o  g u a r a n t e e  l i f e  i n s u r a n c e ,  d i s a b i l i t y
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i n s u r a n c e  a n d  a n n u i t y  w r i t i n g s  o f  a d m i t t e d  i n s u r e r s .  T h e s e  k i n d s  o f  
i n s u r a n c e  a r e  n o t  p r e s e n t l y  c o v e r e d  b y  a n y  f o r m  o f  p r o t e c t i o n .  T h e  p r o p o s a l  
i s  b a s e d  o n  a  m o d e l  d r a f t e d  b y  t h e  N a t i o n a l  A s s o c i a t i o n  o f  I n s u r a n c e  
C o m m i s s i o n e r s .

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

T h e  b a s i c  p u r p o s e  o f  A L D I G A  i s  t o  p r o v i d e  p r o t e c t i o n  f o r  p o l i c y h o l d e r s  a n d  
c l a i m a n t s  f r o m  t h e  f i n a n c i a l  l o s s  r e s u l t i n g  f r o m  i n s u r e r  i m p a i r m e n t  o r  
i n s o l v e n c y .

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

T h i s  s e c t i o n  o u t l i n e s  w h a t  A L D I G A  d o e s  a n d  d o e s  n o t  c o v e r .

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

T h i s  s u b s e c t i o n  l i s t s  p e r s o n s  c o v e r e d  b y  A L D I G A .

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

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

S u b s e c t i o n  ( c )
( P a g e  3 ,  L i n e  1 0  t o  P a g e  4 ,  L i n e  1 9 . )

T h i s  s u b s e c t i o n  l i s t s  i t e m s  n o t  c o v e r e d  b y  A L D I G A .

S u b s e c t i o n  ( c ) ( 1 )  e x c l u d e s  c o v e r a g e  f o r  p a r t s  o f  t h e  p o l i c y  o r  c o n t r a c t  n o t  
g u a r a n t e e d  b y  t h e  i n s u r e r .  I t  i s  d i r e c t e d  t o w a r d  t h e  n o n - g u a r a n t e e d  p o r t i o n  
o f  v a r i a b l e  p o l i c i e s  a n d  c o n t r a c t s .

S u b s e c t i o n  ( c ) ( 2 )  e x c l u d e s  t h a t  p a r t  o f  t h e  r i s k  b o r n e  b y  t h e  i n s u r e d .  I t  a c t s  
t o  e x c l u d e  t h e  d e d u c t i b l e  p o r t i o n  o f  a  p o l i c y .

S u b s e c t i o n  ( c ) ( 3 )  e x c l u d e s  t h e  r e i n s u r a n c e  b u s i n e s s  o f  t h e  i m p a i r e d  o r  
i n s o l v e n t  i n s u r e r  o t h e r  t h a n  r e i n s u r a n c e  f o r  w h i c h  a s s u m p t i o n  c e r t i f i c a t e s  
a r e  u s e d .
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S u b s e c t i o n  ( c ) ( 4 )  l i m i t s  c o v e r a g e  f o r  t h e  r a t e  o f  i n t e r e s t  o n  p o l i c i e s  o r  
c o n t r a c t s  w h i c h  e x c e e d  l e v e l s  e s t a b l i s h e d  i n  t h e  s e c t i o n .

S u b s e c t i o n  ( c ) ( 5 )  e x c l u d e s  c o v e r a g e  f o r  l i f e ,  d i s a b i l i t y  o r  a n n u i t y  p r o d u c t s  
o f f e r e d  b y  s e l f  i n s u r e r s  o r  a r e  s e l f  f u n d e d .

S u b s e c t i o n  ( c ) ( 6 )  e x c l u d e s  c o v e r a g e  f o r  d i v i d e n d s  o r  e x p e r i e n c e  r a t i n g  
c r e d i t s  o r  a l l o w a n c e s  f o r  a d m i n i s t r a t i o n  o f  t h e  p o l i c y  o r  c o n t r a c t .

S u b s e c t i o n  ( c ) ( 7 )  e x c l u d e s  c o v e r a g e  f o r  p o l i c i e s  i s s u e d  b y  a  m e m b e r  i n s u r e r  
w h i l e  i t  w a s  n o n a d m i t t e d  i n  A l a s k a .

S u b s e c t i o n  ( d )
( P a g e  4 ,  L i n e s  2 0  t o  2 5 . )

T h i s  s u b s e c t i o n  d e f i n e s  t h e  t e r m  " p u b l i s h e d  m o n t h l y  a v e r a g e "  u s e d  i n  
S u b s e c t i o n  ( c ) ( 4 )  w h i c h  l i m i t s  t h e  r a t e  o f  i n t e r e s t  u s e d  o n  c o v e r e d  p o l i c i e s  
a n d  c o n t r a c t s .

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

T h i s  s e c t i o n  s t a t e s  t h e  l i m i t s  o f  c o v e r a g e  o f f e r e d  b y  A L D I G A .  T h e  l i m i t s  a r e
V  $ 3 0 0 , 0 0 0  o n  a n y  o n e  l i f e .
V  $ 1 0 0 , 0 0 0  f o r  c a s h  s u r r e n d e r  v a l u e .
V  $ 1 0 0 , 0 0 0  f o r  d i s a b i l i t y  i n s u r a n c e  b e n e f i t s .
V  $ 1 0 0 , 0 0 0  i n  t h e  p r e s e n t  v a l u e  o f  a n n u i t y  b e n e f i t s .
V  $ 5 , 0 0 0 , 0 0 0  i n  u n a l l o c a t e d  a n n u i t y  c o n t r a c t  b e n e f i t s  i r r e s p e c t i v e  o f

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

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

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

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

S u b s e c t i o n  ( a )
( P a g e  5 ,  L i n e s  1 6  t o  2 8 . )

T h i s  s u b s e c t i o n  c r e a t e s  A L D I G A  a s  a  n o n p r o f i t  e n t i t y .  M e m b e r s h i p  i n  
A L D I G A  i s  a  c o n d i t i o n  o f  a n  i n s u r e r s  a u t h o r i t y  t o  t r a n s a c t  i n s u r a n c e  i n  t h i s  
s t a t e .  T o  p a y  f o r  a s s e s s m e n t  a n d  a d m i n i s t r a t i o n ,  t w o  a c c o u n t s  a r e  
e s t a b l i s h e d .  O n e  i s  f o r  d i s a b i l i t y  i n s u r a n c e  a n d  t h e  o t h e r  i s  f o r  l i f e  i n s u r a n c e  
a n n u i t y  a n d  u n a l l o c a t e d  a n n u i t y  c o n t r a c t s .
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S u b s e c t i o n  ( b )
( P a g e  5 ,  L i n e  2 9  t o  P a g e  6 ,  L i n e  4 . . )

T h i s  s u b s e c t i o n  p l a c e s  A L D I G A  u n d e r  t h e  s u p e r v i s i o n  o f  t h e  D i r e c t o r  o f  
I n s u r a n c e .  P r o v i s i o n  i s  m a d e  f o r  p u b l i c  m e e t i n g s .

S e c .  2 1 . 7 9 . 0 5 0  B o a r d  o f  G o v e r n o r s
( P a g e  6 ,  L i n e s  5  t o  1 9 . )

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

T h i s  s u b s e c t i o n  p r o v i d e s  f o r  t h e  n u m b e r  a n d  t e r m  o f  t h e  m e m b e r s  o f  t h e  
B o a r d  o f  G o v e r n o r s  o f  A L D I G A  t o  b e  d e t e r m i n e d  i n  t h e  p l a n  o f  o p e r a t i o n .

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

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

S u b s e c t i o n  ( c )
( P a g e  6 ,  L i n e s  1 6  t o  1 9 . )

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

S e c .  2 1 . 7 9 . 0 6 0  P o w e r s  a n d  D u t i e s  o f  t h e  A s s o c i a t i o n
( P a g e  6 ,  L i n e  2 0  t o  P a g e  1 4 ,  L i n e  1 . )

T h i s  S e c t i o n  i s  t h e  h e a r t  o f  t h e  A L D I G A  p r o p o s a l .  I t  d e t a i l s  t h e  d u t i e s  o f  t h e  
A L D I G A  b y  d i s t i n g u i s h i n g  b e t w e e n :

1 . t h o s e  i n s u r e r s  w h o s e  " i m p a i r e d "  s t a t u s  i s  a t t r i b u t a b l e  t o  a  f i n d i n g  b y  
t h e  D i r e c t o r  p r i o r  t o  a n  o r d e r  o f  l i q u i d a t i o n  a n d  t h o s e  w h o s e  
" i n s o l v e n t "  s t a t u s  i s  a t t r i b u t a b l e  t o  s u c h  a n  o r d e r ;  a n d ,

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

P r i o r  t o  a n  o r d e r  o f  l i q u i d a t i o n ,  A L D I G A  h a s  n o  l i a b i l i t y .

S u b s e c t i o n  ( a )
( P a g e  6 ,  L i n e  2 0  t o  P a g e  7 ,  L i n e  1 . )

T h i s  s u b s e c t i o n  a l l o w s  t h e  A L D I G A  t o  a c t  t o  g u a r a n t e e ,  a s s u m e  o r  r e i n s u r e  
a n y  o r  a l l  p o l i c i e s  o f  a n  i m p a i r e d  d o m e s t i c  i n s u r e r .  A L D I G A  w o u l d
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p r e s u m a b l y  d o  s o  i n  t h o s e  s i t u a t i o n s  w h e r e  e a r l y  a c t i o n  w o u l d  p r e v e n t  a  
m o r e  c o s t l y  i n s o l v e n c y  o f  l a t e r  l i q u i d a t i o n .  A c t i o n  u n d e r  t h i s  s u b s e c t i o n  i s  
n o t  l i m i t e d  t o  r e s i d e n t  p o l i c y h o l d e r s .

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

T h i s  s u b s e c t i o n  r e q u i r e s  A L D I G A  t o  a c t  e v e n  w i t h o u t  a n  o r d e r  o f  l i q u i d a t i o n  
i n  t h e  c a s e  o f  a n  i m p a i r e d  m e m b e r  i n s u r e r  ( n o t  i n s o l v e n t )  t h a t  i s  n o t  p a y i n g  
c l a i m s  p r o v i d e d  t h e  c o n d i t i o n s  i n  S u b s e c t i o n  ( c )  a r e  m e t .  A L D I G A ,  a s  a  
c o n d i t i o n  o f  i t s  a s s i s t a n c e ,  m a y  n e g o t i a t e  a n y  r e q u i r e m e n t s  o r  s a f e g u a r d s  i t  
d e e m s  n e c e s s a r y  s o  l o n g  a s  t h e y  a r e  a p p r o v e d  b y  t h e  D i r e c t o r ,  a r e  a c c e p t e d  
b y  t h e  i m p a i r e d  i n s u r e r ,  a n d  d o  n o t  i m p a i r  t h e  c o n t r a c t u a l  o b l i g a t i o n s  t o  t h e  
p o l i c y h o l d e r s ,  i n s u r e d s  , a n d  b e n e f i c i a r i e s .

I n  t h e  a b s e n c e  o f  a n y  c o u r t  o r d e r ,  b e f o r e  a n y  n e g o t i a t i o n s  b e c o m e  f i n a l  t h e  
i m p a i r e d  i n s u r e r ' s  a c c e p t a n c e  o f  t h e  t e r m s  o f  A L D I G A  i s  n e c e s s a r y .  T h r o u g h  
t h i s  a p p r o a c h ,  a  m e c h a n i s m  i s  p r o v i d e d  f o r  e a r l y  a c t i o n  b y  A L D I G A  b e f o r e  
t h e  s i t u a t i o n  f u r t h e r  d e t e r i o r a t e s .  T h e  p o l i c y h o l d e r ,  i n s u r e d ,  a n d  
b e n e f i c i a r i e s  a r e  p r o t e c t e d ,  c l a i m s  a r e  p a i d  a n d  c o v e r a g e s  c o n t i n u e d ,  f o r  
e x a m p l e  t h r o u g h  r e h a b i l i t a t i n g  t h e  i m p a i r e d  i n s u r e r s ,  o r  r e i n s u r i n g  t h e  
p o l i c i e s  e l s e w h e r e .

S u b s e c t i o n  ( c )
( P a g e  7 ,  L i n e  1 5  t o  P a g e  8 ,  L i n e  1 3 . )

T h i s  s u b s e c t i o n  e s t a b l i s h e s  c o n d i t i o n s  p r e c e d e n t  t o  r e q u i r e d  a c t i o n  b y  
A L D I G A .  O n e  o f  t h e  m o s t  i m p o r t a n t  c o n d i t i o n s  i s  t h a t  t h e r e  b e  a  s t a t u t o r y  
p r o v i s i o n  f o r  t h e  r e p a y m e n t  o f  A L D I G A  p r i o r  t o  t h e  r e t u r n  o f  t h e  c o m p a n y  t o  
s h a r e h o l d e r  o r  p r i v a t e  c o n t r o l .  T h e  A L D I G A  r o l e  h e r e  i s  t h e  p a y m e n t  o f  
b e n e f i t s  a n d  " h a r d s h i p "  c a s h  w i t h d r a w a l s  t o  c o v e r e d  p e r s o n s .  I t  a l s o  
e s t a b l i s h e s  t h a t  n o  a c t i o n  h a s  b e e n  t a k e n  t h a t  w o u l d  e f f e c t i v e l y  r e n d e r  t h e  
i n s u r e r  a  n o n - v i a b l e  e n t i t y .

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

T h i s  s u b s e c t i o n  d e t a i l s  t h e  m a i n  r o l e  o f  A L D I G A  i n  t h e  e v e n t  o f  a n  
i n s o l v e n c y .  I t  p r o v i d e s  t h a t  i f  t h e  i n s u r e r  a c q u i r e s  i t s  i n s o l v e n t  s t a t u s  a s  a  
r e s u l t  o f  a  f i n a l  o r d e r  o f  l i q u i d a t i o n ,  r e h a b i l i t a t i o n  o r  c o n s e r v a t i o n ,  A L D I G A  
s h a l l ,  r a t h e r  t h a n  m a y ,  g u a r a n t e e ,  a s s u m e ,  r e i n s u r e  o r  c a u s e  t o  b e  
g u a r a n t e e d ,  a s s u m e d ,  o r  r e i n s u r e d ,  t h e  c o v e r e d  p o l i c i e s  o f  t h e  i n s o l v e n t  
i n s u r e r  a n d  t o  a s s u r e  p a y m e n t  o f  c o n t r a c t u a l  o b l i g a t i o n s .

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

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

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

T h i s  s u b s e c t i o n  c a l l s  f o r  a  d i l i g e n t  e f f o r t  b y  A L D I G A  t o  g i v e  a t  l e a s t  3 0  d a y s  
n o t i c e  o f  t e r m i n a t i o n  o f  c o v e r a g e .

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

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

S u b s e c t i o n  ( f )
( P a g e  9 ,  L i n e  2 7  t o  P a g e  1 0 ,  L i n e  7 . )

T h i s  s u b s e c t i o n  p r o v i d e s  t h a t  t h e  s u b s t i t u t e  c o v e r a g e  r e q u i r e d  i n  S u b s e c t i o n  
( e ) ( 3 )  b e  o f f e r e d  w i t h o u t  n e w  u n d e r w r i t i n g  a n d  w i t h  c o v e r a g e  f o r  c o n d i t i o n s  
t h a t  e x i s t e d  u n d e r  t h e  r e p l a c e d  c o v e r a g e .

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

T h i s  s u b s e c t i o n  p r o v i d e s  t h a t  t h e  a l t e r n a t i v e  p o l i c y  o f f e r e d  b y  A L D I G A  s h a l l  
b e  s u b j e c t  t o  t h e  a p p r o v a l  o f  t h e  D i r e c t o r  o f  I n s u r a n c e .  I t  a l l o w s  f o r  m u l t i p l e  
a l t e r n a t i v e s  t h a t  a r e  s u b j e c t  t o  t h e  s a m e  k i n d s  o f  r a t e  a n d  f o r m  s t a n d a r d s  a s  
o t h e r  l i f e  a n d  d i s a b i l i t y  i n s u r a n c e  p o l i c i e s .  T h e  p r i m a r y  d i f f e r e n c e  i s  t h a t  
A L D I G A  c a n n o t  r e f l e c t  c h a n g e s  i n  t h e  h e a l t h  o f  t h e  i n s u r e d  a f t e r  t h e  o r i g i n a l  
p o l i c y  w a s  l a s t  u n d e r w r i t t e n .

S u b s e c t i o n  ( h )
( P a g e  1 0 ,  L i n e s  2 3  t o  2 8 . )

T h i s  s u b s e c t i o n  p r o v i d e s  t h a t  r e i s s u e  r a t e s  t h a t  a r e  d i f f e r e n t  f r o m  t h o s e  o n  
t h e  t e r m i n a t e d  c o v e r a g e  a r e  s u b j e c t  t o  t h e  a p p r o v a l  o f  t h e  D i r e c t o r  o f  
I n s u r a n c e  o r  b y  t h e  c o u r t .
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S u b s e c t i o n  ( i )
( P a g e  1 0 ,  L i n e  2 9  t o  P a g e  1 1 ,  L i n e  4 . )

T h i s  s u b s e c t i o n  p r o v i d e s  t h a t  A L D I G A ' s  o b l i g a t i o n s  t o  p r o v i d e  c o v e r a g e  
u n d e r  a  p o l i c y  o f  a n  i m p a i r e d  o r  i n s o l v e n t  i n s u r e r  c e a s e  w h e n  t h e  c o v e r a g e  
i s  r e p l a c e d  w i t h  s i m i l a r  c o v e r a g e .

S u b s e c t i o n  ( j )
( P a g e  1 1 ,  L i n e s  4  t o  7 . )

T h i s  s u b s e c t i o n  t i e s  t h e  c o v e r a g e  p r o v i d i n g  f o r  g u a r a n t e e d  i n t e r e s t  t o  t h e  
l i m i t  o n  i n t e r e s t  i n  S e c t i o n  2 1 . 7 9 . 0 2 0 ( c ) ( 4 ) .

S u b s e c t i o n  ( k )
( P a g e  1 1 ,  L i n e s  9  t o  1 4 . )

T h i s  s u b s e c t i o n  p r o v i d e s  t h a t  n o n - p a y m e n t  o f  p r e m i u m s  b y  3 1  d a y s  a f t e r  
r e q u i r e d  b y  t h e  c o n t r a c t  t e r m i n a t e s  A L D I G A ’s  o b l i g a t i o n s  u n d e r  t h e  c o n t r a c t  
o t h e r  t h a n  f o r  c l a i m s  i n c u r r e d  o r  c a s h  s u r r e n d e r  v a l u e s  d u e .

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

T h i s  s u b s e c t i o n  p r o v i d e s  t h a t  p r e m i u m s  d u e  a f t e r  a n  o r d e r  o f  l i q u i d a t i o n  
b e l o n g  t o  a n d  a r e  p a y a b l e  t o  A L D I G A .

S u b s e c t i o n  ( m )
( P a g e  1 1 ,  L i n e s  2 0  t o  2 3 . )

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

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

T h i s  s u b s e c t i o n  p r o v i d e s  t h a t  u n d e r  c e r t a i n  c i r c u m s t a n c e s ,  t h e  c o u r t  c a n  
i s s u e  p o l i c y  o r  c o n t r a c t  l i e n s ,  i n  c o n n e c t i o n  w i t h  A L D I G A  p r o v i d e d  
g u a r a n t e e s ,  a s s u m p t i o n s  o r  r e i n s u r a n c e  a g r e e m e n t s .  T h i s  i s  a  d e v i c e  t h a t  
h a s  b e e n  u s e d  i n  t h e  p a s t  i n  c o n n e c t i o n  w i t h  t h e  c o n t i n u a t i o n  o f  t h e  
i n s o l v e n t  i n s u r e r s '  c o v e r a g e .  S i n c e  b y  d e f i n i t i o n ,  t h e  a s s e t s  o f  t h e  i n s o l v e n t  
i n s u r e r  w e r e  n o t  a d e q u a t e  t o  s u p p o r t  i t s  c o n t r a c t u a l  o b l i g a t i o n s ,  l i e n s  w e r e  
u s e d  t o  r e d u c e  i t s  o b l i g a t i o n s  t o  a  l e v e l  w h e r e  t h e  a s s e t s  w o u l d  b e  a d e q u a t e .
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S u b s e c t i o n  ( o )
( P a g e  1 2 ,  L i n e s  6  t o  1 1 . )

T h i s  s u b s e c t i o n  p e r m i t s  A L D I G A  t o  s e e k  c o u r t  i m p o s e d  t e m p o r a r y  ^ t a y s  o n  
t h e  p a y m e n t  o f  c a s h  v a l u e s  a n d  p o l i c y  l o a n s .  T h i s  i s  i n t e n d e d  t o  a v o i d  a  r u n  
o n  t h e  a s s e t s  o f  t h e  i m p a i r e d  o r  i n s o l v e n t  i n s u r e r .  T h e  l a n g u a g e  o n  L i n e s  1 0  
t o  1 1  w h i c h  r e a d s  " i n  a d d i t i o n  t o  a  c o n t r a c t u a l  p r o v i s i o n  f o r  d e f e r r , ? 1. o f  a  
c a s h  o r  p o l i c y  l o a n  v a l u e "  r e f e r s  t o  p o t e n t i a l  p o l i c y  p r o v i s i o n s  w h i c h  d e l a y  
a c c e s s  t o  c a s h  o r  p o l i c y  l o a n  v a l u e .  T h e  i n j u n c t i o n  a b i l i t y  i s  i n  a d d i t i o n  t o  
t h o s e  c o n t r a c t u a l  p r o v i s i o n s .

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

T h i s  s u b s e c t i o n  g r a n t s  t h e  D i r e c t o r  o f  I n s u r a n c e  t h e  a u t h o r i t y  t o  a s s u m e  t h e  
d u t i e s  a n d  p o w e r s  o f  A L D I G A  i f  i t  f a i l s  t o  e x e r c i s e  i t s  a u t h o r i t y  u n d e r  t h e  A c t  
w i t h i n  a  r e a s o n a b l e  p e r i o d  o f  t i m e .

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

T h i s  s u b s e c t i o n  a l l o w s  t h e  D i r e c t o r  o f  I n s u r a n c e  t o  e n l i s t  t h e  a i d  o f  A L D I G A  
i n  m a t t e r s  r e l a t i n g  t o  a n  i m p a i r e d  o r  i n s o l v e n t  i n s u r e r .

S u b s e c t i o n  ( r )
( P a g e  1 2  L i n e s  2 0  t o  2 5 . )

T h i s  s u b s e c t i o n  c o n f e r s  s t a n d i n g  i n  c o u r t  o n  A L D I G A  e x t e n d i n g  t o  a n y  
m a t t e r s  c o n c e r n i n g  t h e  d u t i e s  o f  A L D I G A .  T h i s  e n a b l e s  A L D I G A  t o  p r o t e c t  
i t s  i n t e r e s t s  a n d  t h o s e  o f  t h e  i n s u r e d s  a n d  p o l i c y h o l d e r s  i n  t h e  h a n d l i n g  o f  
a n  i m p a i r m e n t  o r  i n s o l v e n c y  p r o c e e d i n g .

S u b s e c t i o n  ( s )
( P a g e  1 2 ,  L i n e  2 6  t o  P a g e  1 3 ,  L i n e  7 . )

T h i s  s u b s e c t i o n  p r o v i d e s  t h a t  a  p e r s o n  w h o  r e c e i v e s  a  b e n e f i t  f r o m  A L D I G A  
o n  a  c o v e r e d  p o l i c y  m a k e s  a n  a s s i g n m e n t  t o  A L D I G A  t o  t h e  e x t e n t  o f  t h e  
b e n e f i t s  r e c e i v e d .  I t  a l s o  e s t a b l i s h e s  s u b r o g a t i o n  r i g h t s  f o r  A L D I G A .  I t  
p r o v i d e s  t h a t  A L D I G A ' s  r i g h t  t o  a s s e t s  o f  t h e  i n s o l v e n t  i n s u r e r  i s  t h e  s a m e  a s  
a n y  o t h e r  p e r s o n  e n t i t l e d  t o  b e n e f i t s  u n d e r  t h i s  A c t .

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

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

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

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

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

T h i s  s u b s e c t i o n  e s t a b l i s h e s  t h e  a s s e s s m e n t  m e c h a n i s m  t o  f u n d  t h e  p u r p o s e s  
o f  t h i s  A c t .  L a t e  p a y m e n t s  a c c r u e  a  1 0 %  p e n a l t y  c h a r g e .

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

T h i s  s u b s e c t i o n  p r o v i d e s  f o r  t w o  k i n d s  o f  a s s e s s m e n t  t h a t  w i l l  b e  u s e d  b y  
A L D I G A  t o  p a y  c l a i m s  u n d e r  t h e  A c t  a s  w e l l  a s  c e r t a i n  e x a m i n a t i o n s  a n d  t h e  
a d m i n i s t r a t i v e  c o s t s  o f  A L D I G A .

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

T h i s  s u b s e c t i o n  d e s c r i b e s  h o w  t h e  a s s e s s m e n t  t o  f u n d  c e r t a i n  e x a m i n a t i o n s  
a n d  t h e  a d m i n i s t r a t i v e  c o s t s  o f  A L D I G A  w i l l  b e  m a d e  ,

S u b s e c t i o n  ( d )
( P a g e  1 4 ,  L i n e  2 8  t o  P a g e  1 5 ,  L i n e  4 . )

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

S u b s e c t i o n  ( e )
( P a g e  1 5 ,  L i n e s  5  t o  1 1 . )

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

S e c .  2 1 . 7 9 . 0 8 0  P l a n  o f  O p e r a t i o n
( P a g e  1 5 ,  L i n e  1 2  t o  P a g e  1 6 ,  L i n e  2 0 . )

T h i s  s e c t i o n  r e q u i r e s  t h e  a d o p t i o n  o f  a  p l a n  o f  o p e r a t i o n  b y  A L D I G A  t o  
p r o v i d e  f o r  t h e  a d m i n i s t r a t i o n  o f  A L D I G A .  T h i s  p l a n  w o u l d  b e  s u b j e c t  t o  
r e v i e w  a n d  a p p r o v a l  b y  t h e  D i r e c t o r  o f  I n s u r a n c e .  T h e  N a t i o n a l  A s s o c i a t i o n  
o f  I n s u r a n c e  C o m m i s s i o n e r s  h a s  a d o p t e d  a  m o d e l  p l a n  o f  o p e r a t i o n  w h i c h  i s
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a v a i l a b l e  I n  t h e  o f f i c e  o f  t h e  D i v i s i o n  o f  I n s u r a n c e .  I t  i s  a n t i c i p a t e d  t h a t  
A L D I G A ,  u p o n  p a s s a g e  o f  t h i s  A c t  w o u l d  s u b s t a n t i a l l y  a d o p t  t h e  p r o v i s i o n s  
c o n t a i n e d  i n  t h e  m o d e l  p l a n .

S e c .  2 1 . 7 9 . 0 9 0  P o w e r s  a n d  D u t i e s  o f  t h e  D i r e c t o r
( P a g e  1 6 ,  L i n e  2 1  t o  P a g e  1 7 ,  L i n e  1 4 . )

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

T h i s  s u b s e c t i o n  r e q u i r e s  t h e  D i r e c t o r  t o  p r o v i d e  p r e m i u m  d a t a  t o  A L D I G A  
o n  r e q u e s t .  T h i s  d a t a  w i l l  b e  u s e d  t o  c o n f i r m  t h a t  a s s e s s m e n t s  a r e  b e i n g  
p r o p e r l y  p a i d .

S u b s e c t i o n  ( b )
( P a g e  1 6 ,  L i n e  2 5  t o  P a g e  1 7 ,  L i n e  7 . )

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

S u b s e c t i o n  ( c )
( P a g e  1 7 ,  L i n e s  8  t o  1 1 . )

T h i s  s u b s e c t i o n  p r o v i d e s  a n  a p p e a l  m e c h a n i s m  t o  t h e  D i r e c t o r  f o r  a c t i o n s  o f  
A L D IG A .

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

T h i s  s u b s e c t i o n  r e q u i r e s  t h e  l i q u i d a t o r ,  r e h a b i l i t a t o r ,  o r  c o n s e r v a t o r  ( t h e  
D i r e c t o r  o f  I n s u r a n c e )  t o  n o t i f y  i n t e r e s t e d  p a r t i e s  o f  t h e  e f f e c t  o f  t h i s  A c t .  
O t h e r  s e c t i o n s  i n  T i t l e  2 1  t i e  i n  w i t h  t h i s  A c t .  A S  2 1 . 6 9 . 5 3 0  p r o v i d e s  a  
r e s p o n s e  t o  a  s i t u a t i o n  w h e r e  a  d e f i c i e n c y  i n  c a p i t a l  o r  a s s e t s  i s  f o u n d .  A S  
2 1 . 7 8  c o n t a i n s  p r o v i s i o n s  f o r  t h e  d i r e c t o r  t o  s e e k  a p p o i n t m e n t  a s  r e c e i v e r  
a n d  s p e a k s  t o  r e h a b i l i t a t i o n s  a n d  l i q u i d a t i o n s .

S e c .  2 1 . 7 9 . 1 0 0  P r e v e n t i o n  o f  I n s o l v e n c i e s
( P a g e  1 7 ,  L i n e  1 5  t o  P a g e  1 9 ,  L i n e  1 7 . )

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

S u b s e c t i o n  ( a )
( P a g e  1 7 ,  L i n e s  1 5  t o  2 6 . )

T h i s  s u b s e c t i o n  r e q u i r e s  t h e  D i r e c t o r  t o  n o t i f y  o t h e r  s t a t e s  o f  a c t i o n  t a k e n  
a g a i n s t  a n  i n s u r e r  r e l a t i n g  t o  i s s u e s  i m p a c t e d  b y  t h i s  A c t .
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S u b s e c t i o n  ( b )
( P a g e  1 7 ,  L i n e  2 7  t o  P a g e  1 8 ,  L i n e  3 . )

T h i s  s u b s e c t i o n  r e q u i r e s  t h e  D i r e c t o r  t o  n o t i f y  A L D I G A  o f  a c t i o n s  t a k e n  b y  
o t h e r  s t a t e s  a g a i n s t  a n  i n s u r e r  r e l a t i n g  t o  i s s u e s  i m p a c t e d  b y  t h i s  A c t .

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

T h i s  s u b s e c t i o n  r e q u i r e s  t h e  D i r e c t o r  t o  n o t i f y  A L D I G A  o f  c o m p a n i e s  
s u s p e c t e d  o f  b e i n g  i m p a i r e d  o r  i n s o l v e n t  d u r i n g  t h e  c o u r s e  o f  o r  f o l l o w i n g  
a n  e x a m i n a t i o n .

S u b s e c t i o n  ( d )
( P a g e  1 8 ,  L i n e s  7  t o  1 2 . )

T h i s  s u b s e c t i o n  r e q u i r e s  t h e  D i r e c t o r  t o  f u r n i s h  A L D I G A  w i t h  e a r l y  w a r n i n g  
d a t a  d e v e l o p e d  b y  t h e  N a t i o n a l  A s s o c i a t i o n  o f  I n s u r a n c e  C o m m i s s i o n e r s  u s e d  
i n  d e t e c t i n g  p r o b l e m  i n s u r e r s .

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

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

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

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

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

T h i s  s u b s e c t i o n  a l l o w s  A L D I G A  t o  r e q u e s t  a n  e x a m i n a t i o n  b y  t h e  D i r e c t o r  o f  
a n  i n s u r e r .  T h i s  e x a m  i s  p a i d  f o r  b y  A L D I G A .  E x a m i n a t i o n  i s  t h e  p r i n c i p l e  
t o o l  i n  d e t e r m i n i n g  f i n a n c i a l  s t a t u s .

S u b s e c t i o n  ( h )
( P a g e  1 9 ,  L i n e s  9  t o  1 0 . )

T h i s  s u b s e c t i o n  a l l o w s  A L D I G A  t o  m a k e  r e c o m m e n d a t i o n s  t o  t h e  D i r e c t o r  
c o n c e r n i n g  t h e  d e t e c t i o n  a n d  p r e v e n t i o n  o f  i n s o l v e n c i e s .
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S u b s e c t i o n  ( i )
( P a g e  1 9 ,  L i n e s  1 1  t o  1 7 . )

T h i s  s u b s e c t i o n  r e q u i r e s  A L D I G A  t o  m a k e  a  r e p o r t  a t  t h e  c o n c l u s i o n  o f  a n  
i n s o l v e n c y .  T h i s  r e p o r t  i s  t o  d i s c u s s  t h e  h i s t o r y  a n d  c a u s e  o f  t h e  i n s o l v e n c y .  
T h i s  s u b s e c t i o n  s e e k s  t o  f i n d  c o m m o n  c a u s e s  w h i c h  m a y  b e  u s e d  t o  d e t e c t  
f u t u r e  p r o b l e m s  w i t h  o t h e r  i n s u r e r s .

S e c .  2 1 . 7 9 . 1 1 0  M i s c e l l a n e o u s  P r o v i s i o n s
( P a g e  1 9 ,  L i n e  1 8  t o  P a g e  2 1 ,  L i n e  2 6 . )

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

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

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

T h i s  s u b s e c t i o n  r e q u i r e s  A L D I G A  t o  m a i n t a i n  r e c o r d s  o f  a l l  i t s  n e g o t i a t i o n s  
a n d  a c t i o n s .  A L D I G A  s h o u l d  b e  h e l d  p u b l i c l y  a c c o u n t a b l e  f o r  i t s  a c t i o n s .  O n  
t h e  o t h e r  h a n d ,  e f f e c t i v e  h a n d l i n g  o f  a  r e h a b i l i t a t i o n  o r  l i q u i d a t i o n  e f f o r t  
r e q u i r e s  m i n i m u m  p u b l i c i t y .  T h u s ,  s u c h  r e c o r d s  w i l l  b e  m a d e  p u b l i c  o n l y  
a f t e r  t h e  l i q u i d a t i o n ,  r e h a b i l i t a t i o n  o r  c o n s e r v a t i o n  p r o c e e d i n g  i s  
t e r m i n a t e d ,  t h e  i m p a i r m e n t  o r  i n s o l v e n c y  i s  t e r m i n a t e d  o r  t h e r e  i s  a  p r i o r  
o r d e r  b y  t h e  c o u r t .

S u b s e c t i o n  ( c )
( P a g e  2 0 ,  L i n e s  2  t o  1 7 . )

T h i s  s u b s e c t i o n  p r o v i d e s  t h a t  s i n c e  A L D I G A  h a s  t h e  o b l i g a t i o n  i m p o s e d  u p o n  
i t  t o  c o n t i n u e  c o v e r a g e  f o r  p o l i c y h o l d e r s  o f  i n s o l v e n t  i n s u r e r s ,  t h e  a s s e t s  o f  
t h e  i n s o l v e n t  i n s u r e r  o u g h t  t o  b e  u s e d ,  t o  t h e  e x t e n t  a v a i l a b l e ,  f o r  t h e  
p u r p o s e  o f  c o n t i n u i n g  s u c h  c o v e r a g e .

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

T h i s  s u b s e c t i o n  i s  i n t e n d e d  t o  p r e v e n t  t h e  s h a r e h o l d e r s  o f  a n  i m p a i r e d  
i n s u r e r  f r o m  s i t t i n g  b a c k  a n d  d o i n g  n o t h i n g  a n d  t h e n  r e a p i n g  t h e  b e n e f i t  o f  
f u n d s  p u t  u p  b y  t h e  A L D I G A .  T h e s e  s t o c k h o l d e r s  s h o u l d  n o t  o b t a i n  a  m o r e  
a d v a n t a g e o u s  p o s i t i o n  t h a n  t h e y  w o u l d  h a v e  o c c u p i e d  i n  t h e  a b s e n c e  o f  t h i s  
A c t .  T h e  c o u r t  i s  e m p o w e r e d  b y  o r d e r  t o  m o d i f y  a n d  d i s t r i b u t e  t h e  
o w n e r s h i p  r i g h t s  o f  i m p a i r e d  i n s u r e r s  t o  e s t a b l i s h  e q u i t y .
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S u b s e c t i o n  ( e )
( P a g e  2 1 ,  L i n e s  1 t o  2 6 . )

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

S e c .  2 1 . 7 9 . 1 2 0  E x a m i n a t i o n  o f  t h e  A s s o c i a t i o n ,  A n n u a l  R e p o r t
( P a g e  2 1 ,  L i n e  2 7  t o  P a g e  2 2 ,  L i n e  4 . )

T h i s  s e c t i o n  e n a b l e  t h e  D i r e c t o r  o f  I n s u r a n c e  t o  e x a m i n e  A L D I G A .  I t  a l s o  
r e q u i r e s  A L D I G A  t o  f i l e  a n  a n n u a l  r e p o r t .

S e c .  2 1 . 7 9 . 1 3 0  T a x  E x e m p t i o n s
( P a g e  2 2 ,  L i n e s  5  t o  7 . )

T h i s  s e c t i o n  p r o v i d e s  t h a t  A L D I G A  i s  t a x  e x e m p t  e x c e p t  f o r  r e a l  p r o p e r t y  
t a x e s .  A L D I G A  i s  n o t  a  p r o f i t  m a k i n g  o r g a n i z a t i o n ,  r a t h e r ,  i t  i s  a  g u a r a n t e e  
m e c h a n i s m ,  t h u s  i t s  t a x  e x e m p t  s t a t u s .

S e c .  2 1 . 7 9 . 1 4 0  I m m u n i t y
( P a g e  2 2 ,  L i n e s  8  t o  1 1 . )

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

S e c .  2 1 . 7 9 . 1 5 0  S t a y  o f  P r o c e e d i n g ,  R e o p e n i n g  D e f a u l t  J u d g e m e n t s
( P a g e  2 2 ,  L i n e s  1 2  t o  1 6 . )

T h i s  s e c t i o n  p r o v i d e s  f o r  a n  a u t o m a t i c  s t a y  o f  6 0  d a y s  i n  a c t i o n s  i n v o l v i n g  
t h e  l i q u i d a t i o n ,  r e h a b i l i t a t i o n  o r  c o n s e r v a t i o n  o f  a n  i n s o l v e n t  i n s u r e r ,  w h i c h  
r e q u i r e s  a  c h a n g e  i n  t h e  r u l e s  o f  t h e  c o u r t .

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

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

S e c  2 1 . 7 9  w i l l  b e  c i t e d  a s  t h e  " A l a s k a  L i f e  a n d  D i s a b i l i t y  I n s u r a n c e  G u a r a n t y  
A s s o c i a t i o n  A c t . "
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S E C T I O N  4

S e c .  2 1 . 3 0 . 0 2 0  A p p l i c a b i l i t y
( P a g e  2 4 ,  L i n e s  5  t o  1 0 . )

T h i s  a m e n d m e n t  e x p a n d s  t h e  e x i s t i n g  A l a s k a  I n s u r a n c e  G u a r a n t y  
A s s o c i a t i o n  ( A I G A )  t o  i n c l u d e  m a r i n e  c o v e r a g e  f o r  v e s s e l s  u n d e r  1 0 0  f e e t  i n  
l e n g t h .  P r e s e n t l y  n o  m a r i n e  c o v e r a g e  i s  p r o v i d e d  u n d e r  A I G A .  I t  a l s o  
c l a r i f i e s  t h a t  c o v e r a g e  i s  e x t e n d e d  o n l y  f o r  p o l i c i e s  w r i t t e n  b y  a n  a d m i t t e d  
i n s u r e r .

S E C T I O N  5

S e c .  2 1 . 8 0 . 0 4 0  C r e a t i o n  o f  A s s o c i a t i o n
( P a g e  2 4 ,  L i n e s  1 2  t o  2 6 . )

T h i s  e x p a n s i o n  o f  t h e  e x i s t i n g  A l a s k a  I n s u r a n c e  G u a r a n t y  A s s o c i a t i o n  (A IG A )  
t o  i n c l u d e  m a r i n e  c o v e r a g e  f o r  v e s s e l s  u n d e r  1 0 0  f e e t  i n  l e n g t h  h a s  b e e n  
p l a c e d  i n  t h e  " a l l  o t h e r  i n s u r a n c e "  a c c o u n t .

S E C T I O N  6  

S e c .  2 1 . 8 0 . 0 5 0 ( a )
( P a g e  2 4 ,  L i n e  2 7  t o  P a g e  2 5 ,  L i n e  7 . )

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

S E C T I O N  7  

S e c .  2 1 . 8 0 . 0 6 0 ( a )
( P a g e  2 5 ,  L i n e  8  t o  P a g e  2 7 ,  L i n e  2 5 . )

T h i s  a m e n d m e n t  c l a r i f i e s  t h a t  t h e  o b l i g a t i o n  o f  t h e  a s s o c i a t i o n  c o m m e n c e s  
w i t h  a n  o r d e r  f r o m  t h e  c o u r t  w h e n  t h e  i n s o l v e n t  i n s u r e r  o r  t h e  r e c e i v e r  h a s  
c e a s e d  p a y m e n t  o f  a n y  o r  a l l  c l a i m s .  ( P a g e  2 5 ,  L i n e s  1 2  t o  1 6 ) .

T h i s  a m e n d m e n t  i n c r e a s e s  t h e  c o v e r e d  c l a i m  a m o u n t  f r o m  $ 3 0 0 , 0 0 0  t o  
$ 5 0 0 , 0 0 0  ( P a g e  2 5 ,  L i n e  2 1 ) .

A s s e s s m e n t s  m a y  b e  d e f e r r e d  i f  i t  w o u l d  e n d a n g e r  t h e  m e m b e r  i n s u r e r s  
a b i l i t y  t o  m e e t  i t s  c o n t r a c t u a l  o b l i g a t i o n s  ( P a g e  2 6 ,  L i n e s  2 3  t o  2 4 ) .
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I t  r e q u i r e s  t h a t  A I G A ’s  s e r v i c i n g  f a c i l i t y  o p e r a t e  a n d  m a i n t a i n  i t s  p r i n c i p a l  
o f f i c e  i n  A l a s k a  u n l e s s  c o s t  s a v i n g s  c a n  b e  d e m o n s t r a t e d  w i t h o u t  s e r v i c e  
d e l a y s  ( P a g e  2 7 ,  L i n e s  1 4  t o  1 8 ) .

S E C T I O N  8  

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

T h i s  a m e n d m e n t  r e m o v e s  l a n g u a g e  t h a t  i s  n o  l o n g e r  n e c e s s a r y .  S i n c e  t h e  
p l a n  d o e s  e x i s t  a n d  t h e  D i r e c t o r  m a y  r e q u i r e  r e v i s i o n ,  i t  n o  l o n g e r  
a c c o m p l i s h e s  a n y t h i n g .

S E C T I O N  9  

S e c .  2 1 . 8 0 . 0 8 0 ( b )
( P a g e  2 8 ,  L i n e  1 0  t o  P a g e  2 9 .  L i n e  3 . )

T h e  l e v e l  o f  p e n a l t y  f o r  f a i l u r e  h a s  b e e n  i n c r e a s e d  f r o m  a  m i n i m u m  o f  $ 1 0 0  
p e r  m o n t h  t o  $ 2 5 0  p e r  m o n t h  ( P a g e  2 8 ,  L i n e  2 6 ) .

T h i s  a m e n d m e n t  a l s o  a l l o w s  t h e  D i r e c t o r  o f  I n s u r a n c e  t o  a s s u m e  A I G A  
p o w e r s  i f  t h e  c o u r t  f i n d s  t h a t  A I G A  h a s  f a i l e d  t o  a c t  i n  a c c o r d a n c e  w i t h  
s t a t u t e ,  o r  i t s  p l a n  o f  o p e r a t i o n  ( P a g e  2 8 ,  L i n e  2 9  t o  P a g e  2 9 ,  L i n e  3 ) .

S E C T I O N  1 0

S e c .  2 1 . 8 0 . 1 2 0  E x a m i n a t i o n  o f  A s s o c i a t i o n
( P a g e  2 9 ,  L i n e s  4  t o  9 . )

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

S E C T I O N  1 1

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

T h i s  S e c t i o n  a l l o w s  a s s e s s m e n t s  t o  b e  r e f l e c t e d  i n  f u t u r e  c h a r g e s  m a d e  f o r  
i n s u r a n c e  p o l i c i e s .  T h i s  a m e n d m e n t  a l l o w s  a n  a s s e s s m e n t  t o  b e  r e f l e c t e d  a s  
a  s e p a r a t e  c h a r g e  o n  t h e  p o l i c y .  I t  a l s o  a l l o w s  a  r a t i n g  o r g a n i z a t i o n  t o  m a k e  
a  p r o v i s i o n  i n  t h e  r a t e  s t r u c t u r e  f o r  r e c o v e r y  o f  a s s e s s m e n t s  b y  i t s  m e m b e r  
o r  s u b s c r i b e r  i n s u r e r s .  T h a t  c h a r g e  i s  n o t  t a x a b l e .
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S E C T I O N  1 2

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

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

S E C T I O N  1 3

Repea led
( P a g e  3 0 ,  L i n e s  6  t o  7 . )

A S  2 1 . 8 0 . 0 7 0 ( d )  i s  r e p e a l e d .  T h i s  s e c t i o n  r e l a t e s  t o  a l l o w i n g  t h e  f u n c t i o n s  
o f  A I G A  t o  b e  p e r f o r m e d  o u t  o f  s t a t e .

A S  2 1 . 8 0 . 1 7 0  i s  r e p e a l e d .  T h i s  s e c t i o n  r e l a t e s  t o  t e r m i n a t i o n  o f  A I G A .  I f  
A I G A  i s  t o  b e  d i s b a n d e d ,  i t  w o u l d  b e  a p p r o p r i a t e  t o  a d d r e s s  t h a t  i s s u e  a t  t h e  
t i m e  i t  b e c o m e s  a  p o s s i b i l i t y .

S E C T I O N  1 4

R u l e  6 2 ( a )  R u l e s  o f  C i v i l  P r o c e d u r e
( P a g e  3 0 ,  L i n e s  8  t o  1 1 . )

T h i s  S e c t i o n  r e f l e c t s  t h e  c h a n g e  m a d e  i n  S e c .  2 1 . 7 9 . 1 5 0  o n  P a g e  2 2 ,  L i n e s  
1 2  t o  1 6 .

S E C T I O N  1 5

R u l e  2 4 ( a )  R u l e s  o f  C i v i l  P r o c e d u r e
( P a g e  3 0 ,  L i n e s  1 2  t o  1 5 . )

T h i s  S e c t i o n  r e f l e c t s  t h e  c h a n g e  m a d e  i n  S e c .  2 1 . 7 9 . 0 6 0 ( r )  o n  P a g e  1 2 ,  
L i n e s  2 0  t o  2 5 .

S E C T I O N  1 6

I n i t i a l  O r g a n i z a t i o n  o f  A s s o c i a t i o n
( P a g e  3 0 ,  L i n e s  1 6  t o  2 4 . )

T h i s  i s  a  t e m p o r a r y  s t a t u t e  s i n c e  i t s  i m p a c t  i s  o f  s h o r t  d u r a t i o n .  T o  a v o i d  
p r o b l e m s  i n  i n i t i a l l y  s e l e c t i n g  t h e  b o a r d ,  t h i s  s e c t i o n  p r o v i d e s  f o r  a n  
o r g a n i z a t i o n a l  m e e t i n g  t o  b e  c a l l e d  b y  t h e  D i r e c t o r  o f  I n s u r a n c e .  A  v o t i n g
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p r o c e s s  i s  d e s c r i b e d .  I f  n o  b o a r d  m e m b e r s  a r e  s e l e c t e d  w i t h i n  6 0  d a y s  t h e  
D i r e c t o r  m a y  a p p o i n t  t h e  i n i t i a l  b o a r d .

S E C T I O N  1 7

E f f e c t i v e  D a t e
( P a g e  3 0 ,  L i n e  2 5 . )

T h i s  p r o p o s a l  i s  e f f e c t i v e  J a n u a r y  1 ,  1 9 9 1 .
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V. M E M O R A N D U M S t a t e  o f  A l a s k a
TO: D o n  K o c h

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

d a t e :  F e b r u a r y  1 6 ,  1 9 9 0

F IL E  N O .:

THRU: T E L E P H O N E  N O .: ( 9 0 7 )  4 6 5 - 2 5 7 7

s u b j e c t : C P A  M u t u a l  I n s .  C o .
R i s k  R e t e n t i o n  G r o u p

f r o m : T e d  L e h r b a c h / # /  (  -  '
I n s u r a n c e  M a r k e t  A n a l y s t  I I I  
D i v i s i o n  o f  I n s u r a n c e  
D e p a r t m e n t  o f  C o m m e r c e  a n d  

a n d  E c o n o m i c  D e v e l o p m e n t

Per y o u r  ins t ruc t ions  I have  fo rm u la te d  a re s p o n se  let ter  to Mr.  H. P  Head ,  of
the C P A  fi rm o f  T hom as ,  Head & Gre isen.  Mr.  H ead  w ro te  to me, co py ing  the
C o m m i s s i o n e r  and  the  S e n a t e  and  H o u s e L a b o r  &  C o m m e r ce C o m m i t t e e s  
r e g a r d i n g  an i m p l i e d  t h r e a t  by h i s  ^ r i s k  r e t e n t i o n  g r o u p j  C P A  M u tu a l  
In s u r a n c e  C o m p a n y  R isk  R e te n t io n  G ro u p ,  to  n o n - r e n e w  his p o l ic y  be cau se  
they fee l  that  ou r  in it ia l  reg is t ra t ion  fee o f  $ 1 ,0 0 0  is too high.  A t tach ed  is a 
copy o f  m y  re sp o n se  le t te r  to Mr.  Head.

As y o u  k n o w ,  th is  is o n e  o f  m a n y  o n g o i n g  i s su e s  i n v o l v in g  m a n y  state
r e g u l a t o r y  a g e n c i e s ,  th e  N A I C ,  a n d  th e  r i s k  r e t e n t i o n  i n t e r e s t s .  T h e  
reg u la to ry  no t ice  and  hear ing  p ro ce s s  was  p ro p e r ly  fo l low ed .  The fee  is non 
d i s c r i m in a to r y  as r e q u i r e d  by the F e d e r a l  L i a b i l i t y  R i s k  R e t e n t io n  A c t  o f

I su sp ec t  that  Mr.  Head  m a y  no t  fu l ly  rea l ize  the  d i s t inc t ions  be tw een  his risk 
re ten t ion  g r o u p  " insu rer"  and that  o f  an a d m i t t e d  in su re r ,  so  I a t t e m p te d  to 
touch upon  so m e  o f  the im po r tan t  d i s t inc t ions  in m y  le t te r  to him.

N eed le ss  to  say ,  it is f ru s t r a t in g  to r ece iv e  a  l e t te r  su ch  as this w hen  you 
r e a l i z e  th e  i n h e r e n t  d a n g e r s  to th e  i n s u r in g  p u b l i c  r e g a r d in g  the u se  o f  
u n d e r c a p i t a l i z e d  r i s k  r e t e n t i o n  g r o u p s  a n d /o r  p u r c h a s i n g  g r o u p  i n s u r e r s .  I 
am e s p e c ia l ly  c o n c e rn e d  a b o u t  C P A  M utu a l ' s  im p l ie d  th rea t  to  ca nce l  these 
two A la s k a  po l icy ho lde r s  becau se  they  do not l ike  o u r  fee  s t ructure .  M os t  o f  
the r i sk  r e t en t ion  g roups  w ho are  ac tive  in the  sta te  have  had no p ro b le m  in 
c o m p ly in g  wi th  o u r  r e g i s t r a t io n  r e q u i r e m e n t s  an d  the  in i t ia l  r eg is t ra t io n  fee.
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I a t tach  to this  m e m o  the fo l lo w in g  i tems w h ic h  m ay  c o n s t i tu te  a b r ie f ing  o f  
the d e v e lo p m e n t  p ro ce s s  fo r  the reg u la t ion s  and  the fees.

1. M y  m e m o  o f  M a rc h  24, 1989 to D irec to r  Paul Roller .
2. R o n  Zobel 's  m e m o  to Art  Pete rson ,  Dept,  o f  L aw ,  o f  Ju ne  7, 1989.
3. A r t  Pe terson 's  m e m o  to D irec to r  Rol le r  o f  Ju ly  24, 1989.
4. C o p y  o f  the o r ig inal  po l icy  s t a tem en t  draf ted  in Oct.  1988.
5.  C o p y  o f  O rd e r  89-3  and the regula t ions .

C o n f i rm in g  ou r  w or r ie s  a b o u t  the r isk  re ten t ion  s o lv e n c y  is sue ,  is the fact  that  
w i th in  th is  m o n t h ,  t w o  r i s k  r e t e n t i o n  g ro u p s  h a v e  a n n o u n c e d  th a t  they  will  
no  lo nge r  be  w r i t ing  o r  r en ew in g  any  po lic ies .

P e t r o m a r k  R isk  R e t e n t i o n  G r o u p  has  w r i t t en  to i t 's  p o l i c y h o l d e r s  a b o u t  a 
p r o b l e m  w i th  th e i r  m o s t  r e c e n t  a c tu a r ia l  s t a t e m e n t .  T h e  l e t te r  s t a r t s  out  as 
fo l lo w s :

D e a r  P o l i c y h o ld e r ,  I h a v e  s o m e  ve ry  bad  n e w s  to rep o r t .  In shor t ,  the 
B o a r d  w as  s h o c k e d  to learn  las t  w eek  f ro m  W y a t t  a n d  C o . ,  P e t ro m ark ' s  
a c t u a r i e s ,  t h a t  th e  D e c e m b e r  3 1 ,  1 9 89  f i n a n c i a l  s t a t e m e n t  r e s e r v e s  
w h i c h  W y a t t  p r o j e c t s  are n e e d e d  to p a y  fo r  o u t s t a n d i n g  c l a im s  a re  
n e a r ly  three  t im es  the r e se rv es  tha t  h a v e  been  e s ta b l i sh e d  on  a case  by 
c a s e  bas is  by  P e t r o m a r k ’s c la im s  m an ag e rs .

P e t r o m a r k  go es  on  to e x p la in  tha t  they  will  h a v e  the i s s u e  r e v ie w e d ,  but  in 
the in te r im ,  they  will  be  fo rced  to  n o n - r e n e w  an y  po l ic ie s  c o m in g  d u e  wi th in  
the ne x t  60 days  and  c e ase  w r i t ing  an y  new po l ic ies .

I have  req u e s ted  the n a m e s  o f  any  A la sk an  p o l i c y h o ld e r s  f ro m  th em  bu t  in 5 
days  a n d  severa l  p h o n e  ca l ls  have  no t  rec e iv ed  an  a d e q u a te  re spo nse .

A n o t h e r  r i s k  r e t e n t i o n  g r o u p ,  E n v i r o n m e n t a l  P r o t e c t i o n  I n s u r a n c e  C o . ,  has  
d i s c o n t in u e d  op e ra t ion s  du e  to  w ha t  w a s  de sc r ib ed  as "a la c k  o f  in te re s t  from 
buyers , . . . "  in an ar t ic le  a p pea r ing  in the  Ja n u a ry  15th 1990 is sue  o f  B us in ess  
Insurance .  I do no t  b e l iev e  they have  any  A la s k a  po l icyho lders .

R e g a rd in g  C P A 's  s t a t e m e n t  tha t  o u r  fees  are " ino rd in a te ly  h igh"  and  a re  "f ive 
t im es  h ighe r"  than  any  o th e r  S'ate,  I w o u ld  l ike  to su b m i t  the  a t t a c h e d  c o p y  
o f  the m o s t  recen t  i s sue  o f  T h e  R isk  R e ten t ion  R ep o r te r ,  an unoff ic ia l  indus t ry  
voice fo r  r i sk  re ten t ion  in te res ts .  O f  in te res t  is V e rm o n t ' s  d e c i s io n  to ch a rg e  a 
$ 2 00  reg is t ra t io n  fee to ou t  o f  s t a te  r i s k  r e ten t ion  g roups .  In ad d i t i o n  to the 
$ 2 0 0  f e e  t h e y  a l s o  c h a r g e  a n o t h e r  $ 3 0 0  o n c e  the  r i sk  r e t e n t i o n  g r o u p  is
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ac cep ted  b y  the  V e r m o n t  DOI.  Th is  m e a n s  V e r m o n t  w i l l  n o w  im p le m e n t  a 
total in i t ia l  r e g i s t r a t io n  fee  o f  $ 5 0 0  for the  r eg i s t r a t io n  and a c c e p t a n c e  o f  a 
r i sk  r e t e n t i o n  g roup .  T h e i r  to ta l  co n t in u a t io n  fee c h a r g e s  will  n o w  be $400 .  
A dd  to th is  the fact that  Sou th  Carol ina 's  reg is t ra t ion  fee is $6 00 ,  it reaff irms 
the r e a s o n a b le n e s s  o f  o u r  ch a rg es ,  e s p e c ia l ly  w h e n  one  co n s id e r s  the burden  
A laska 's  g e o g ra p h ic a l  location .

It  a p p e a r s  t h a t  m a n y  o t h e r  s t a te s  a re  lo o k i n g  h a rd  at  r e g i s t r a t i o n  and 
co n t in u a t io n  fees  du e  to in c rea sed  t im e  an d  e f fo r t  sp en t  by  s ta tes  w hich  must 
n o w  a t  l e a s t  r e g i s t e r  a n d  m o n i t o r  n o t  o n ly  r i s k  r e t e n t i o n  g r o u p s  but 
pu rch as in g  g ro u p s  as wel l .

A lso  in th e  F e b ru a ry  15th is sue ,  re ference  is m a d e  to  G eorg ia 's  r e c e n t  decis ion 
to r eq u i r e  a l l  r i sk  r e t e n t io n  g roups  p r o v id in g  c o v e r a g e  to m e m b e r s  in G eorg ia  
to c o m p l y  w i th  th e i r  U n a u th o r i z e d  In su re r s  A c t .  I t  a p p e a r s  tha t  they are 
fo l low ing  o u r  lead  as ou t l ined  in our po l icy  s t a t e m e n t  of  Oct. 1988 , regard ing  
a s t r ic te r  r e g u l a to r y  s tance .

I f  an y o n e  w i s h e s  any  fu r the r  in fo rm at ion  such  as c o p ie s  o f  the federa l  ac t  or 
co p ie s  o f  the  m a n y  in fo rm a t iv e  a rt ic les  c o l le c te d  in my topic  f i les  abou t  the 
is sues su r ro u n d in g  r i sk  re ten t ion ,  I wil l  be  happ y  to p ro v id e  them.

HTL
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E C O N O M I C  D E V E L O P M E N T r
DIVISION OF INSURANCE '

STEVE COWPER, GOVERNOR

P. 0. BOX D
JUNEAU, ALASKA 99811-0800 
PHONE: (907) 465-2515

F e b r u a r y  2 0 ,  1 9 9 0

M r .  H . P .  H e a d ,  P r e s i d e n t  
C e r t i f i e d  P u b l i c  A c c o u n t a n t s  
T h o m a s ,  H e a d  a n d  G r e i s e n  
A P r o f e s s i o n a l  C o r p o r a t i o n  
1 4 0 0  W e s t  B e n s o n  B l v d . ,  S u i t e  4 0 0  
A n c h o r a g e ,  AK 9 9 5 0 3 - 3 6 5 8

D e a r  M r .  H e a d :

R E :  CPA M u t u a l  I n s u r a n c e  C o m p a n y  o f  A m e r i c a
R i s k  R e t e n t i o n  G r o u p

T h i s  w i l l  a c k n o w l e d g e  a n d  t h a n k  y o u  f o r  y o u r  l e t t e r  o f  J a n u a r y  2 6 ,  
1 9 9 0 ,  r e c e i v e d  F e b r u a r y  5 .  I  c a n  u n d e r s t a n d  y o u r  c o n c e r n  r e g a r d i n g  
t h e  l e t t e r  r e c e i v e d  f r o m  y o u r  r i s k  r e t e n t i o n  g r o u p ,  CPA  M u t u a l  
I n s u r a n c e  C o m p a n y  o f  A m e r i c a  R i s k  R e t e n t i o n  G r o u p ,  w h i c h  s e e m s  t o  
i m p l y  t h a t  t h e y  m ay  d e c i d e  t o  d i s c o n t i n u e  d o i n g  b u s i n e s s  i n  A l a s k a  
p r i m a r i l y  b e c a u s e  t h e y  o b j e c t  t o  o u r  r e g i s t r a t i o n  r e q u i r e m e n t s  a n d  
f e e s .

I n  t h i s  l e t t e r ,  I  w i l l  a t t e m p t  t o  a d d r e s s  y o u r  c o n c e r n s  a n d  w i l l  
a l s o  a t t e m p t  t o  c l a r i f y  s e v e r a l  i t e m s  i n  C P A ' s  l e t t e r  w h i c h  we f e e l  
m ay  b e  m i s l e a d i n g .  I ' m  s u r e  t h a t  y o u  c a n  a p p r e c i a t e  t h a t  i n  a n y  
d i s p u t e ,  t h e r e  a r e  a l w a y s  tv /o  s i d e s  t o  a n y  i s s u e .  T h e  f o l l o w i n g  i s  
s o m e w h a t  l e n g t h y  b u t  w i l l  h o p e f u l l y  r e s p o n d  t o  y o u r  c o n c e r n s .

I n  y o u r  l e t t e r  y o u  a s k  b y  w h a t  a u t h o r i t y  a n d  p r o c e d u r e  t h e  r e g i s ­
t r a t i o n  f e e s  w e r e  e s t a b l i s h e d .  T h e  f e e s  w e r e  e s t a b l i s h e d  b y  
O r d e r  8 9 - 3  a d o p t i n g  r e g u l a t i o n s  3  AAC 2 4 . 1 0 1 - 5 9 0 .  I n  a d d i t i o n ,
3  AAC 3 1 . 0 6 0 ( a ) 1 4  e s t a b l i s h e d  t h e  a m o u n t  o f  t h e  f e e s ,  a s  i m p l e ­
m e n t e d  b y  O r d e r s  8 9 - 2  a n d  8 9 - 4 .  I  e n c l o s e  c o p i e s  f o r  y o u r  b e n e f i t .

T h e  r e g u l a t i o n s  w e r e  d e v e l o p e d  i n  l a t e  1 9 8 8  a n d  c o p i e s  w e r e  s e n t  o n  
J a n u a r y  2 0 ,  1 9 8 9  t o  a l l  r i s k  r e t e n t i o n  g r o u p s  w i t h  a  n o t i c e  o f  a  
h e a r i n g  t o  b e  h e l d  o n  M a r c h  1 0 ,  1 9 8 9 .  N o t i c e s  w e r e  p l a c e d  i n  t h e  
m a j o r  n e w s p a p e r s  i n  A l a s k a  d u r i n g  t h e  w e e k  o f  J a n u a r y  2 6 ,  1 9 8 9  
s t a t i n g  t h a t  a  h e a r i n g  w o u l d  b e  h e l d  i n  J u n e a u  o n  M a r c h  1 0 ,  1 9 8 9 .
T h e  n o t i c e  a l s o  s o l i c i t e d  a n y  w r i t t e n  t e s t i m o n y  f r o m  a n y  r i s k  
r e t e n t i o n  g r o u p  o r  i n t e r e s t e d  p a r t y ;  t h e  d e a d l i n e  b e i n g  M a r c h  1 0 ,  
1 9 8 9 .  T h e  h e a r i n g  d a t e  w a s  a l s o  p u b l i s h e d  i n  s e v e r a l  i n s u r a n c e  
p e r i o d i c a l s  w i t h i n  a r t i c l e s  c o v e r i n g  t h e  p r o p o s e d  r e g u l a t i o n s .
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T h e  h e a r i n g  w a s  h e l d  o n  M a r c h  1 0 ,  1 9 8 9  a n d  t h r e e  p e o p l e  a t t e n d e d ,  
w i t h  n o  o n e  w i s h i n g  t o  g i v e  v e r b a l  t e s t i m o n y .  T h e r e  w e r e  t h r e e  
s u b m i s s i o n s  o f  w r i t t e n  t e s t i m o n y ;  tw o  o b j e c t e d  t o  t h e  e s t a b l i s h m e n t  
o f  f e e s .  O u r  r e s e a r c h  h a d  i n d i c a t e d  t h a t  t h e  s t a t e  d o e s  h a v e  
a u t h o r i t y  i m p l i e d  i n  t h e  f e d e r a l  l a w ,  a n d  v e s t e d  i n  s t a t e  l a w ,  t o  
r e q u i r e  r i s k  r e t e n t i o n  g r o u p s  t o  r e g i s t e r  w i t h  a n d  p a y  a p p r o p r i a t e  
f e e s  o n  a  n o n d i s c r i m i n a t o r y  b a s i s .

T h e  r e g u l a t i o n s  w e r e  r e v i e w e d  a n d  r e v i s e d  b y  o u r  D e p a r t m e n t  o f  Law 
a n d  w e r e  s i g n e d  b y  t h e  d i r e c t o r  o n  A p r i l  2 4 ,  1 9 8 9  a n d  b y  t h e  
L t .  G o v r ,  i o r  on  J u l y  2 4 ,  1 9 8 9 .  T h e  e f f e c t i v e  d a t e  w a s  s e t  a t  
A u g u s t  2 3 ,  1 9 8 9 .  O r d e r  8 9 - 3  w a s  s e n t  t o  a l l  r i s k  r e t e n t i o n  g r o u p s  
i n  O c t o b e r  o f  1 9 8 9  a n d  a  N o t i c e  o f  F e e s  Du e  w a s  s e n t  o u t  r e f e r r i n g  
t o  t h e  a d o p t e d  r e g s  o n  D e c e m b e r  8 ,  1 9 8 9 .  We g r a n t e d  a  g r a c e  p e r i o d  
o f  3 0  d a y s  b e y o n d  t h e  D e c e m b e r  31  d u e  d a t e  f o r  t h e  p a y m e n t  o f  t h e  
r e g i s t r a t i o n  f e e s .  I n  e s s e n c e ,  a m p l e  n o t i c e  w a s  g i v e n  b y  t h e  
d i v i s i o n  o f  i t s  i n t e n t  t o  e s t a b l i s h  r e g i s t r a t i o n  f e e s  a n d  r e q u i r e ­
m e n t s  f o r  r e g i s t r a t i o n .

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

T h e  r e g i s t r a t i o n  a n d  f e e  r e g u l a t i o n s  c am e  a b o u t  w i t h  a  p r o c e s s  
s t a r t e d  i n  1 9 8 8  w h e n  t h e  D i r e c t o r  o f  I n s u r a n c e  r e q u e s t e d  t h a t  a  
p o l i c y  s t a t e m e n t  b e  d r a f t e d  r e g a r d i n g  t h e  a p p l i c a b l e  s t a t e  i n s u r a n c e  
r e g u l a t o r y  l a w s  a n d  t h e  r e g u l a t i o n  o f  r i s k  r e t e n t i o n  g r o u p s  a n d  
p u r c h a s i n g  g r o u p s  f o r m e d  u n d e r  t h e  1 9 8 6  F e d e r a l  L i a b i l i t y  R i s k  
R e t e n t i o n  A c t .  A p o l i c y  s t a t e m e n t  w a s  d e v e l o p e d  a n d  m a i l e d  t o  a l l  
r i s k  r e t e n t i o n  g r o u p s  w h o  h a d  s e n t  t o  u s  a  l e t t e r  o f  i n t e n t .

T h i s  i n c l u d e d  CPA M u t u a l  I n s u r a n c e  C om p an y  o f  A m e r i c a ,  A R i s k  
R e t e n t i o n  G r o u p .  T h e  p o l i c y  s t a t e m e n t  o u t l i n e d  a p p l i c a b l e  s t a t e  
l a w s  w h i c h  w o u l d  a p p l y  t o  t h e  r e g i s t r a t i o n  a n d  r e g u l a t i o n  o f  r i s k  
r e t e n t i o n  g r o u p s  o p e r a t i n g  i n  A l a s k a .  U n d e r  t h e  F e d e r a l  L i a b i l i t y  
R i s k  R e t e n t i o n  A c t  o f  1 9 8 6 ,  r i s k  r e t e n t i o n  g r o u p s  w e r e  a l l o w e d  t o  
f o r m  b y  d o m i c i l i n g  t h e m s e l v e s  i n  o n e  o f  t h e  5 0  s t a t e s .  T h e y  v / e r e  
t h e n  e x e m p t e d  f r o m  m o s t  s t a t e  r e g u l a t o r y  l a w s  a n d ,  i n  e s s e n c e ,  w e r e  
a l l o w e d  t o  d o  b u s i n e s s  a c r o s s  s t a t e  l i n e s .  T h e  s t a t e s  d o  r e t a i n  
c e r t a i n  r e g u l a t o r y  p o w e r s ,  b u t ,  u n f o r t u n a t e l y ,  t h e  f e d e r a l  l a w  l e f t  
s o m e  r e g u l a t o r y  v o i d s  b e t w e e n  w h e r e  t h e  f e d e r a l  l a v ;  p r o v i d e d  e x e m p ­
t i o n s  v e r s u s  w h e r e  s t a t e  r e g u l a t o r y  a u t h o r i t y  w o u l d  p r e v a i l .

F o r  e x a m p l e ,  r i s k  r e t e n t i o n  g r o u p s  w o u l d  s t i l l  b e  s u b j e c t  t o  c e r t a i n  
p o r t i o n s  o f  e a c h  s t a t e ' s  l a w s  r e g a r d i n g  d e c e p t i v e ,  f a l s e ,  o r  f r a u d ­
u l e n t  p r a c t i c e s ,  b u t  a r e  p r e e m p t e d  f r o m  s om e  p o r t i o n s ' o f  t h e  s t a t e  
u n f a i r  t r a d e  p r a c t i c e s  l a w s  t h a t  r e l a t e  t o  u n f a i r  m e t h o d s  o f  c o m p e ­
t i t i o n  o r  u n f a i r  a c t -  o r  p r a c t i c e s .  I n  a d d i t i o n ,  r i s k  r e t e n t i o n
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g r o u p s  w e r e  e x e m p t e d  a n d  p r e v e n t e d  f r o m  p a r t i c i p a t i n g  i n  a n y  i n s u r ­
a n c e  i n s o l v e n c y  g u a r a n t y  a s s o c i a t i o n  o r  f u n d  o f  a n y  s t a t e .  B e c a u s e  
b o t h  o f  t h e s e  i s s u e s  w e r e  o f  a  g r e a t  c o n c e r n  t o  t h e  d i r e c t o r ,  h e  
f e l t  i t  n e c e s s a r y  t o  t r y  t o  d e f i n e  t h e  b o u n d a r i e s  o f  o u r  s t a t e  
r e g u l a t o r y  i n s u r a n c e  l a w s  w i t h  r e s p e c t  t o  t h e  f e d e r a l  a c t .  T h e  
i s s u e  o f  s o l v e n c y  i s  e x t r e m e l y  i m p o r t a n t  t o  a n y  s t a t e  i n s u r a n c e  
d e p a r t m e n t  a s ,  I  am c e r t a i n  a s  a  C P A ,  y o u  c a n  a p p r e c i a t e .  I n  
a d d i t i o n ,  we r e c o g n i z e d  t h a t  c e r t a i n  p r o b l e m s  r e g a r d i n g  t h e  s o l i c i ­
t a t i o n  a n d  s a l e  o f  p o l i c i e s  t o  A l a s k a n  i n s u r e d s  w o u l d  o c c u r  a n d  
c o m p l a i n t s  w o u l d  a r i s e .  U n f o r t u n a t e l y ,  e v e n  t h o u g h  t h e  f e d e r a l  l a w  
p r e e m p t s  c e r t a i n  o f  o u r  u n f a i r  p r a c t i c e s  a n d  t r a d e  l a w s ,  t h e  U . S .  
D e p a r t m e n t  o f  C o m m e r c e  f a i l e d  t o  s e t  u p  a n y  f o r m  o f  c o m p l a i n t  
d e p a r t m e n t  t o  h a n d l e  c o n c e r n s  r a i s e d  b y  i n s u r e d s  i n  s t a t e s  o u t s i d e  
o f  t h e  s t a t e  o f  d o m i c i l e  o f  t h e  r i s k  r e t e n t i o n  g r o u p s .  T h e  d i r e c t o r  
a n t i c i p a t e d ,  c o r r e c t l y ,  t h a t  c o m p l a i n t s  w o u l d  f i r s t  c o m e  t o  u s ,  a n d  
we w o u l d  a t t e m p t  t o  a s s i s t  o u r  A l a s k a n  i n s u r a n c e  c o n s u m e r s  t o  t h e  
e x t e n t  t h a t  we w e r e  n o t  h a m p e r e d  b y  t h e  f e d e r a l  l a w .

I n  e s t a b l i s h i n g  t h e  f e e  a m o u n t ,  t h e  d i r e c t o r  l o o k e d  t o  o u r  e x i s t i n g  
f e e s  f o r  a  c o m p a r i s o n .  T h e  d i v i s i o n  h a s  a  n o n r e f u n d a b l e  f e e  o f  
$ 1 , 0 0 0 . 0 0  f o r  i n s u r e r s  w h o  s e e k  t o  o b t a i n  a  c e r t i f i c a t e  o f  a u t h o r i t y  
a n d ,  t h u s ,  b e c o m e  a n  " a d m i t t e d  i n s u r e r "  i n  o u r  s t a t e .  T h e y  s u b m i t  
a n  a p p l i c a t i o n  a n d  d o c u m e n t s  w h i c h  a r e  r e v i e w e d  a n d  a n a l y z e d  b y  t h e  
d e p a r t m e n t .  I f  t h e  a p p l i c a t i o n  i s  r e j e c t e d ,  t h e  f e e  i s  n o t  
r e f u n d e d .

S i n c e  t h e  f e d e r a l  a c t  r e q u i r e s  t h a t  we  c a n n o t  d i s c r i m i n a t e  a g a i n s t  
r i s k  r e t e n t i o n  g r o u p s  b e c a u s e  o f  m i n im u m  c a p i t a l  a n d  s u r p l u s  
r e q u i r e m e n t s ,  we c a n n o t  r e j e c t  t h e m  f o r  n o t  m e e t i n g  o u r  m in im u m  
f i n a n c i a l  r e q u i r e m e n t s  f o r  " a d m i t t e d "  i n s u r e r s .  H o w e v e r ,  w e  s t i l l  
h a v e  t h e  o b l i g a t i o n  t o  r e v i e w  t h e  r e g i s t r a t i o n  m a t e r i a l s  s u b m i t t e d  
b y  t h e  r i s k  r e t e n t i o n  g r o u p s  t o  a s c e r t a i n  w h e t h e r  o r  n o t  t h e y  m e e t  
t h e  r e q u i r e m e n t s  o f  t h e  R i s k  R e t e n t i o n  A c t  b y  d e f i n i t i o n  a n d  m e e t  
t h e i r  d o m i c i l e d  s t a t e ' s  r e q u i r e m e n t s .  T h i s  i s  a  s i m i l a r  p r o c e s s  t o  
w h a t  i s  d o n e  w i t h  i n s u r e r s '  a p p l i c a t i o n s  f o r  c e r t i f i c a t i o n  o r  
a d m i t t a n c e ,  e v e n  t h o u g h  o u r  r e m e d i e s  w i t h  r i s k  r e t e n t i o n  g r o u p s  a r e  
l i m i t e d .

T h e r e f o r e ,  i t  w a s  d e t e r m i n e d  t h a t  s i n c e  we a l r e a d y  h a d  a  f e e  
s t a n d a r d  s e t  f o r  t h e  r e v i e w  o f  t h o s e  i n s u r e r s  w h o  a p p l y  f o r  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  d i r e c t o r  u s e d  t h e  s am e  f e e  t o  a p p l y  t o  
t h e  r e g i s t r a t i o n  o f  r i s k  r e t e n t i o n  g r o u p s .  I n  e s s e n c e ,  t h e  f e e  
f i g u r e  o f  $ 1 , 0 0 0 . 0 0  m e e t s  t h e  f e d e r a l  l a w  d e f i n i t i o n  o f  b e i n g  
" n o n d i s c r i m i n a t o r y "  a s  c o n t a i n e d  i n  S e c .  3  ( a ) 4 .  o f  t h e  L i a b i l i t y  
R i s k  R e t e n t i o n  A c t  o f  1 9 8 6 :

S e c .  3 ( a )  E x c e p t  a s  p r o v i d e d  i n  t h i s  s e c t i o n ,  a 
r i s k  r e t e n t i o n  g r o u p  i s  e x e m p t  f r o m  a n y  s t a t e  l a w ,  
r u l e ,  r e g u l a t i o n ,  o r  o r d e r  t o  t h e  e x t e n t  t h a t  s u c h  l a w ,  
r u l e ,  r e g u l a t i o n  o r  o r d e r  w o u l d  —



Hr. H.P. Head -4- February 20, 1990

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

P l e a s e  b e  a w a r e  t h a t  t h e  d i v i s i o n  h a s  g i v e n  t h i s  m a t t e r  much  
t h o u g h t .  We a r e  c o n c e r n e d  a b o u t  t h e  p l i g h t  o f  t h e  A l a s k a n  b u s i ­
n e s s m a n  r e g a r d i n g  t h e  a v a i l a b i l i t y  a n d  a f f o r d a b i l i t y  o f  i n s u r a n c e .  
T h e  R i s k  R e t e n t i o n  A c t  w a s  a n  a t t e m p t  b y  C o n g r e s s  t o  a d d r e s s  t h i s  
p r o b l e m .  I t  i s  a  g o o d  c o n c e p t  i n  m an y  w a y s ,  b u t  i s  f a r  f r o m  
p e r f e c t .  T h e r e  h a v e  b e e n  o n g o i n g  i s s u e s  w h i c h  a r e  s t i l l  b e i n g  
d e b a t e d  w i t h i n  t h e  i n s u r a n c e  i n d u s t r y  a n d  b y  s t a t e  r e g u l a t o r s .
P l e a s e  r e c o g n i z e  t h a t  CPA M u t u a l ,  a s  a  r i s k  r e t e n t i o n  g r o u p ,  i s  
a p p a r e n t l y  u n h a p p y  w i t h  o u r  r e g u l a t o r y  p o s i t i o n .  T h i s  i s  t h e i r  
r i g h t  a n d  we  h a v e  n o  p r o b l e m  w i t h  t h a t .  H o w e v e r ,  p l e a s e  a l s o  b e  
a w a r e  t h a t  o u r  r e a s o n s  f o r  a t t e m p t i n g  t o  a p p l y  A l a s k a  i n s u r a n c e  l a w s  
w h e r e  t h e y  a r e  n o t  p r e e m p t e d  b y  f e d e r a l  l a w  i s  t o  t r y  t o  p r o t e c t  t h e  
A l a s k a  i n s u r a n c e  c o n s u m e r  a s  b e s t  we c a n .  T h i s  i s  o u r  d u t y  a n d  i s
n o t  d o n e  i n  a  c a p r i c i o u s  m a n n e r  a s  t h e  l e t t e r  f r o m  CPA M u t u a l  s e e m s
t o  i m p l y .

I t  i s  i n t e r e s t i n g  t o  n o t e  t h a t  t h e i r  l e t t e r  d e s c r i b e s  o u r  f e e  a s  
b e i n g  " i n o r d i n a t e l y  h i g h "  b e i n g  " f i v e  t i m e s  h i g h e r "  t h a n  a n y  o t h e r  
s t a t e .  T h i s  i s  s i m p l y  m i s l e a d i n g .  M an y  s t a t e s  c h a r g e  r e g i s t r a t i o n  
f e e s .  S o u t h  C a r o l i n a  h a s  a  r e g i s t r a t i o n  f e e  o f  $ 6 0 0 .  I t  c o n c e r n s  
me t h a t  y o u r  r i s k  r e t e n t i o n  g r o u p  i s  i m p l y i n g  a  t h r e a t  o f  c a n c e l ­
l a t i o n  o f  y o u r  p o l i c y  b e c a u s e  t h e y  d i s a g r e e  w i t h  o u r  f e e s  o r  f e e l  
t h a t  i t  i s  t o o  h i g h .  T h e y  a l s o  I m p l y  t h a t  t h e  f e e  i s  s o  h i g h  t h a t  
i t  i s  a  f i n a n c i a l  b u r d e n  t o  t h e m .  I  w o u l d  h o p e  t h a t  t h i s  i s  n o t  t h e  
c a s e .  As  a n  i n s u r e r  d o m i c i l e d  i n  V e r m o n t ,  I  w o u l d  a s s u m e  t h a t  t h e y  
h a v e  e n o u g h  c a p i t a l  a n d  s u r p l u s  t o  m e e t  t h e i r  o p e r a t i n g  a n d  c l a i m s  
o b l i g a t i o n s .  T o  a p p a r e n t l y  t h r e a t e n  tw o  l o n e  A l a s k a n  p o l i c y h o l d e r s  
b e c a u s e  o f  a  o n e - t i m e  i n i t i a l  f e e  o f  $ 1 , 0 0 0  ( b y  t h e  w a y ,  t h e  c o n ­
t i n u a t i o n  f e e s  a r e  $ 2 0 0  a n n u a l l y  f o r  a  r i s k  r e t e n t i o n  g r o u p  a s  
o p p o s e d  t o  $ 5 0 0  f o r  a n  a d m i t t e d  i n s u r e r )  s e e m s  t o  b e  h i g h l y  u n u s u a l  
c o m i n g  f r o m  a n  i n s u r e r  w h o  m a y  p o t e n t i a l l y  h a v e  t o  p a y  a  p o l i c y  
l i m i t  c l a i m  o f  $ 5 0 0 , 0 0 0  o r  $ 1 , 0 0 0 , 0 0 0 .

We c a n  o n l y  a s s u m e  t h a t  CPA M u t u a l  I n s u r a n c e  C o m p a n y  R i s k  R e t e n t i o n  
G r o u p  g a v e  y o u  t h e  p r o p e r  d i s c l o s u r e  n o t i c e  a s  r e q u i r e d  b y  t h e  
f e d e r a l  a c t .  T h i s  d i s c l o s u r e  n o t i c e  i s  t o  i n f o r m  p o l i c y h o l d e r s  t h a t  
t h e  r i s k  r e t e n t i o n  g r o u p  i s  n o t  s u b j e c t  t o  a l l  o f  t h e  i n s u r a n c e  l a w s  
o f  y o u r  s t a t e  a n d  i s  n o t  s u b j e c t  t o  t h e  s t a t e  i n s u r a n c e  i n s o l v e n c y  
g u a r a n t y  f u n d .  T h i s  m e a n s  t h a t  i f  y o u r  r i s k  r e t e n t i o n  g r o u p  d o e s  
b e c o m e  i n s o l v e n t ,  f o r  w h a t e v e r  r e a s o n ,  t h e n  b o t h  y o u  a s  a  p o l i c y ­
h o l d e r ,  a n d  a n y  p e r s o n s  h a v i n g  a  c l a i m  u n d e r  t h e  p o l i c y ,  m a y  b e  l e f t  
u n p r o t e c t e d .  T h i s  i s  o n e  o f  t h e  d i s c l o s u r e  i s s u e s  w i t h  w h i c h  s t a t e
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i n s u r a n c e  d e p a r t m e n t s  a r e  c o n c e r n e d .  T h e  n o t i c e  i s  s u p p o s e d  t o  b e  
s t a m p e d  o n  t h e  p o l i c y .  We a r e  c u r i o u s  t o  k n o w  i f  t h i s  i s s u e  w a s  
e v e r  d i s c u s s e d  o r  e x p l a i n e d  t o  y o u  w h e n  t h e  p o l i c y  w a s  s o l i c i t e d .  I  
w o u l d  a p p r e c i a t e  h e a r i n g  f r o m  y o u .

We r e a l i z e  t h i s  l e t t e r  i s  l o n g ;  h o w e v e r ,  we h a v e  a t t e m p t e d  t o  d e a l  
w i t h  t h e  i s s u e s  w i t h  w h i c h  y o u  a r e  c o n c e r n e d .  T h e r e  a r e  m a n y  m o r e  
s u b - i s s u e s  w h i c h  c a n n o t  b e  r e a s o n a b l y  d i s c u s s e d  i n  a l e t t e r .  I  
w o u l d  b e  m o r e  t h a n  h a p p y  t o  d i s c u s s  t h e  i s s u e s  f u r t h e r  w i t h  y o u  b y  
p h o n e ,  i f  y o u  d e s i r e .  My t e l e p h o n e  n u m b e r  i s  ( 9 0 7 )  4 6 5 - 2 5 6 0 ) .

I n s u r a n c e  M a r k e t  A n a l y s t

H T L / j  c 2 1 01 q
0 2 2 0 9 0 c
E n c l o s u r e s
c c :  L a r r y  M e r c u l i e f f ,  C o m m i s s i o n e r

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

D a v i d  W a l s h ,  D i r e c t o r ,  D i v i s i o n  
o f  I n s u r a n c e  

H o u s e  L a b o r  & C o m m e r c e  C o m m i t t e e  
D a v e  D o n l e y  
Max  G r u e n b e r g ,  J r .
M a r k  B o y e r  
V i r g i n i a  C o l l i n s  
L o r e n  L eman  

S e n a t e  L a b o r  & C o m m e r c e  C o m m i t t e e  
D i c k  E l i a s o n  
P a t r i c k  R o d e y  
J a n  F a i k s  
J a y  K e r t t u l a  
J a c k  C o g h i l l  

CPA M u t u a l
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P O L I C Y  S T A T E M E N T  
R I S K  R E T E N T IO N  G R O U P S  

P U R C H A S I N G  G R O U P S

STATE OF ALASKA
DIVISION OF INSURANCE

T h e  D i v i s i o n  o f  I n s u r a n c e  h a s  r e c e i v e d  a  n u m b e r  o f  i n q u i r i e s  c o n c e r n i n g  t h e  
r e g u l a t i o n  o f  R i s k  R e t e n t i o n  G r o u p s  a n d  P u r c h a s i n g  G r o u p s  t h a t  s e e k  t o  t r a n s a c t  
i n s u r a n c e  b u s i n e s s  i n  t h e  s t a t e  o f  A l a s k a .  T h e  L i a b i l i t y  R i s k  R e t e n t i o n  A c t  o f  1 9 8 6  
( L R R A  1 9 8 6 )  p r e s c r i b e s  t h e  e x t e n t  t o  w h i c h  s t a t e s  m a y  l i c e n s e ,  r e g u l a t e  a n d  t a x  R i s k  
R e t e n t i o n  G r o u p s  ( R R G s )  a n d  P u r c h a s i n g  G r o u p s  ( P G s ) .  T h e  f o l l o w i n g  I s  a  s u m m a r y  
o u t l i n e  o f  t h e  a p p l i c a b l e  s t a t e  s t a t u t e s  a n d  r e g u l a t i o n s  w i t h  w h i c h  t h e s e  g r o u p s  m u s t  
c o m p l y .  I t  I s  a d v i s a b l e  t h a t  t h i s  o u t l i n e  b e  u s e d  a s  a  g u i d e  o n l y ,  a n d ,  t h e  s p e c i f i c  s t a t e  
s t a t u t e s  m e n t i o n e d  h e r e i n  s h o u l d  a lw a y s  b e  r e f e r r e d  t o .  T h e  p u r p o s e  o f  t h i s  o u t l i n e  I s  t o  
a d v i s e  R R G s  a n d  P G s  a s  t o  h o w  t h e  S t a t e  o f  A l a s k a ,  D i v i s i o n  o f  I n s u r a n c e ,  i n t e n d s  t o  
e x e r c i s e  t h o s e  r e g u l a t o r y  a n d  t a x i n g  p o w e r s  r e s e r v e d  t o  t h e  s t a t e s  u n d e r  L R R A  1 9 8 6 .

I .  R I S K  R E T E N T I O N  G R O U P S  D O M I C I L E D  IN  T H E  S T A T E  O F  A L A S K A

R i s k  R e t e n t i o n  G r o u p s  c h a r t e r e d  u n d e r  t h e  l a w s  o f  t h e  S t a t e  o f  A l a s k a  w i l l  b e  
o r g a n i z e d ,  r e g u l a t e d  a n d  t a x e d  a s  a  d o m e s t i c  l i a b i l i t y  i n s u r a n c e  c o m p a n y .  T h e y  m a y  b e  
f o r m e d  u n d e r  T i t l e  2 1  o f  t h e  A l a s k a  I n s u r a n c e  C o d e .  R i s k  R e t e n t i o n  G r o u p s  a r e  e x e m p t  
a n d  e x c l u d e d  f r o m  T h e  A l a s k a  I n s u r a n c e  G u a r a n t e e  A c t  (A S  2 1 . 8 0 ) ,  p u r s u a n t  t o  s e c t i o n  
3  ( a ) ( 2 )  o f  t h e  L R R A  1 9 8 6 .  T h e r e f o r e  a l l  p o l i c i e s  i s s u e d  b y  a  d o m e s t i c  R R G  m u s t  p r o v i d e  
t h e  n o t i c e  s e t  f o r t h  i n  s e c t i o n  3 ( a ) ( l ) ( I )  o f  t h e  L R R A  1 9 8 6 .

R i s k  R e t e n t i o n  G r o u p s  c h a r t e r e d  i n  t h i s  s t a t e  m u s t  a l s o  c o m p l y  w i t h  s e c t i o n  
3 ( d ) ( 1 ) ( A )  a n d  3 ( d ) ( 2 ) ( 3 )  o f  t h e  L R R A  1 9 8 6 .  ‘

I I .  R I S K  R E T E N T I O N  G R O U P S  N O T  C H A R T E R E D  IN  T H I S  S T A T E

A . R e g i s t r a t i o n :

T h e  d i v i s i o n  w i l l  r e q u i r e  t h e  r e g i s t r a t i o n  o f  R R G s  o n  a  f o r m  p r e s c r i b e d  b y  t h e  
d i r e c t o r ,  a n d  p a y m e n t  o f  a  r e g i s t r a t i o n  f e e  t o  c o v e r  t h e  c o s t s  o f  p r o c e s s i n g  b o t h  t h e  
r e g i s t r a t i o n  f o r m s  a n d  t h e  f o r m s  r e q u i r e d  f o r  t h e  d e s i g n a t i o n  o f  t h e  D i r e c t o r  o f  
I n s u r a n c e  f o r  s e r v i c e  o f  l e g a l  d o c u m e n t s  a n d  p r o c e s s .  P r o p o s e d  r e g u l a t i o n s  a r e  
p e n d i n g  p u r s u a n t  t o  A S  2 1 . 0 6 . 0 9 0 .  T h e  r e g i s t r a t i o n  f o r m  i s  a t t a c h e d .  T h e  p r o p o s e d  
f e e  i s  $ 1 0 0 0 .

B .  L a w s  R e l a t i n g  t o  t h e  P r o c u r e m e n t  o f  C o v e r a g e  f o r  R R G  M e m b e r s :

T h e  d i v i s i o n  r e q u i r e s  t h a t  i n s u r a n c e  w r i t t e n  o r  p l a c e d  w i t h  a n  R R G  u p o n  a  
s u b j e c t  o r  a  r i s k  r e s i d e n t ,  l o c a t e d ,  o r  t o  b e  p e r f o r m e d  i n  A i a s k a  b e  d o n e  t h r o u g h  a  
p r o p e r l y  l i c e n s e d  A l a s k a  S u r p l u s  L i n e s  B r o k e r .  T h e r e  i s  n o  r e s i d e n c y  r e q u i r e m e n t  
t o  o b t a i n  t h e  l i c e n s e .  T h e  a p p l i c a b l e  s t a t e  l a w  i s  A S  2 1 . 3 4 .

S i n c e  t h e  F e d e r a l  l a w  p r e e m p t s  t h e  s t a t e s  f r o m  r e q u i r i n g  n o n - d o m e s t i c  R R G s  t o  
m a i n t a i n  m i n i m u m  s u r p l u s  o r  c a p i t a l .  A S  2 1 . 3 4 . 0 4 0 ( c )  d o e s  n o t  a p p l y .  H o w e v e r ,  
t h e  b a l a n c e  o f  A S  2 1 . 3 4 ,  i n c l u d i n g  t h e  S u r p l u s  L i n e s  B r o k e r s  B o n d  p e r  A S  2 1 . 3 4 . 1 4 0  
h a s  n o t  b e e n  p r e e m p t e d .

T h e r e f o r e  a  p r o p e r l y  l i c e n s e d  A l a s k a  S u r p l u s  L i n e s  B r o k e r ,  ( e i t h e r  r e s i d e n t  o r  
n o n - r e s i d e n t )  m a y  p l a c e  c o v e r a g e  w i t h  a  R i s k  R e t e n t i o n  G r o u p  w i t h o u t  t h e  r e q u i r e d  
s u r p l u s  a n d  c a p i t a l  r e q u i r e d  i n  A S  2 1 . 3 4 . 0 4 0 ( c ) .

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

STATE  O F  A LA SKA
PO L IC Y  S T A T E M E N T  1
R IS K  R E T E N T IO N  &  PU R C H A S IN G  G R O U P S

11/21/88



w h o  i s  a l s o  a u t h o r i z e d  t o  d o  b u s i n e s s  a s  a  l i a b i l i t y  I n s u r e r  I n  a n y  s t a t e .  I t  s h o u l d  b e  
n o t e d  t h a t  a n y  R i s k  R e t e n t i o n  C r o u p  t h a t  m a y  h a v e  f o r m e d  u n d e r  t h e  s p e c i a l  
c a p t i v e  l a w s  o f  a  s t a t e  m u s t  s t i l l  m e e t  t h e  r e q u i r e m e n t  o f  b e i n g  a b l e  t o  d o  b u s i n e s s  a s  
a  l i a b i l i t y  i n s u r e r  I n  t h a t  s t a t e  i n  o r d e r  t o  m e e t  t h e  r e q u i r e d  d e f i n i t i o n  o f  a n  R R G  a s  
d e f i n e d  I n  s e c d o n  2  ( a ) ( 4 ) ( C ) ( l )  o f  t h e  L R R A  1 9 8 6 .

C .  E x a m i n a t i o n  S t a t u t e s :

W i t h  t h e  e x c e p t i o n s  a n d  l i m i t a t i o n  a s  o u t l i n e d  I n  s e c t i o n  3  ( a ) ( 1 ) ( E )  o f  t h e  L R R A  
1 9 8 6 ,  a l l  o f  t h e  l a w s  o f  t h e  S t a t e  o f  A l a s k a  p e r t a i n i n g  t o  t h e  e x a m i n a t i o n  o f  
a d m i t t e d  i n s u r e r s  s h a l l  a p p l y  t o  t h e  e x a m i n a t i o n  o f  R R G s  w h e t h e r  d o m i c i l e d  i n  
t h i s  s t a t e  o r  n o t .  S p e c i f i c  l a w s  o f  I n t e r e s t  t o  R R G s  a r e  A S  2 1 . 0 6 . 0 8 0 ,  A S  2 1 . 0 6 . 1 2 0 -  
1 7 0 .

A n y  p e r s o n  a c t i n g  o r  o f f e r i n g  t o  a c t  a s  a n  a g e n t  o r  b r o k e r  f o r  a n  R R G  n o t  
d o m i c i l e d  I n  A l a s k a  s h a l l  b e  s u b j e c t  t o  t h e  e x a m i n a t i o n  p r o v i s i o n s  o u t l i n e d  i n  A S  
2 1 . 3 4  a n d  m u s t  h o l d  a  v a l i d  A l a s k a  s u r p l u s  l i n e s  b r o k e r ’ s  l i c e n s e .  H o w e v e r ,  i f  a  
p l a c e m e n t  i s  m a d e  b y  a  p e r s o n  a c t i n g  f o r  o r  o f f e r i n g  t o  a c t  f o r  a n  R R G ,  w h o  d o e s  n o t  
h o l d  a  v a l i d  A l a s k a  s u r p l u s  l i n e s  b r o k e r ' s  l i c e n s e ,  t h a t  p e r s o n  m a y  b e  s u b j e c t  t o  
f i n e s  a n d  p e n a l t i e s  I n c l u d i n g  t h o s e  c o n t a i n e d  I n  A S  2 1 . 3 3 ,  A S  2 1 . 3 4  a n d  A S  2 1 . 3 6 .

D .  T a x e s :

T h e  R i s k  R e t e n t i o n  G r o u p  i s  r e s p o n s i b l e  f o r  t h e  r e p o r t i n g  a n d  p a y m e n t  o f  
p r e m i u m  t a x e s  p u r s u a n t  t o  A S  2 1 . 0 9 . 2 0 0  a n d  A S  2 1 . 0 9 . 2 1 0 .  C u r r e n t l y  t h a t  r a t e  i s  
2 . 7 % .  H o w e v e r ,  w h e r e  t h e  R i s k  R e t e n t i o n  G r o u p  p r o v i d e s  d o c u m e n t a t i o n  t o  t h e  
D i v i s i o n  v e r i f y i n g  t h e  p r o p e r  c o l l e c t i o n ,  r e p o r t i n g  a n d  p a y m e n t  o f  a p p l i c a b l e  t a x e s  
b y  a  p r o p e r l y  l i c e n s e d  A l a s k a  S u r p l u s  L i n e s  B r o k e r  p u r s u a n t  t o  A S  2 1 . 3 4 . 1 8 0 ,  t h e  
l i a b i l i t y  f o r  t h e  p a y m e n t  o f  t h a t  p o r t i o n  o f  t a x  i s  w a i v e d .

E .  A n n u a l  R e p o r t :

T h e  f i l i n g  o f  a n  a n n u a l  r e p o r t  a s  p r e s c r i b e d  b y  L R R A  1 9 8 6  s h o u l d  b e  d o n e  
a c c o r d i n g  t o  A S  2 1 . 0 9 . 2 0 0  a n d / o r  A S  2 1 . 3 4 . 0 4 0 .

I I I .  P U R C H A S I N G  G R O U P S

A . R e g i s t r a t i o n :

T h e  d i v i s i o n  i s  c u r r e n t l y  p r o p o s i n g  r e g u l a t i o n s  t h a t  w i l l  r e q u i r e  t h e  
r e g i s t r a t i o n  o f  P u r c h a s i n g  G r o u p s  u p o n  a  f o r m  p r e s c r i b e d  b y  t h e  d i r e c t o r  a n d  t h e  
p a y m e n t  o f  a  r e g i s t r a t i o n  f e e  t o  c o v e r  t h e  c o s t s  o f  p r o c e s s i n g  t h e  r e g i s t r a t i o n  f o r m s  
a n d  t h e  f o r m s  d e s i g n a t i n g  t h e  D i r e c t o r  o f  I n s u r a n c e  f o r  s e r v i c e  o f  l e g a l  d o c u m e n t s  
a n d  p r o c e s s .  T h e  r e g i s t r a t i o n  f o r m  I s  a t t a c h e d .  T h e  p r o p o s e d  f e e  i s  $ 5 0 0 .

B .  L a w s  R e l a t i n g  t o  t h e  P r o c u r e m e n t  o f  I n s u r a n c e  C o v e r a g e  b y  o r  f o r  P u r c h a s i n g  
G r o u p s  o n  S u b j e c t s  R e s i d e n t . L o c a t e d  o r  t o  b e  P e n o r m e d  i n  A l a s k a :

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

1 . A n  Admitted o r  Domestic Insurer: t h e  p e r s o n  a c t i n g  o r  o f f e r i n g  t o  a c t  o r  
a i d i n g  I n  t h e  p r o c u r e m e n t ,  w h e t h e r  a n  e m p l o y e e  o r  m e m b e r  o r  t h e  P G  o r  n o t ,  
m u s t  h a v e  a  v a l i d  A l a s k a  a g e n t ' s  o r  b r o k e r ' s  l i c e n s e .  T h e r e  i s  n o  d i s c r i m i n a t i o n  
a s  t o  r e s i d e n c y  o f  t h e  a g e n t  o r  b r o k e r .
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I
2 .  A  N o n a d m i t t e d  I n s u r e r ;  t h e  p u r c h a s e  c a n  o n l y  b e  f r o m  a n  " e l i g i b l e "  

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

T h e  p u r c h a s e  o f  l i a b i l i t y  i n s u r a n c e  f r o m  a  n o n e l l g i b l e  o r  u n a u t h o r i z e d  
I n s u r e r  t h a t  d o e s  n o t  m e e t  t h e  r e q u i r e m e n t s  o f  A S  2 1 . 3 4 . 0 4 0 - 0 5 0  I s  n o t  l e g a l  a n d  
I s  s u b j e c t  t o  A S  2 1 . 3 3 . 0 3 7  a n d  a l l  a p p l i c a b l e  p e n a l t i e s  I n c l u d i n g  t h o s e  o u t l i n e d  
i n  A S  2 1 . 3 3 . 0 5 5 .  P e n a l t i e s  c o n t a i n e d  i n  A S  2 1 . 3 6  m a y  a l s o  a p p l y .

3 .  A  R i s k  R e t e n t i o n  G r o u p  D o m i c i l e d  I n  A l a s k a ;  t h e  p u r c h a s e  m u s t  b e  m a d e  
a s  o u t l i n e d  I n  s e c t i o n  I  o f  t h i s  o u t l i n e .

4 .  A  R i s k  R e t e n t i o n  G r o u p  N o t  D o m i c i l e d  i n  A l a s k a ;  t h e  p u r c h a s e  m u s t  b e  
d o n e  t h r o u g h  a  p r o p e r l y  l i c e n s e d  A l a s k a  s u r p l u s  l i n e s  b r o k e r  a s  o u t l i n e d  I n  
s e c t i o n  I I  ( B )  a b o v e .

C .  T a x e s :

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

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

F O R  F U R T H E R  I N F O R M A T IO N

W r i t e  t o  S t a t e  o f  A l a s k a ,  D i v i s i o n  O f  I n s u r a n c e .  T e d  L e h r b a c h ,  M a r k e t  A n a l y s t .
P O  B o x  D . J u n e a u , A l a s k a .  9 9 8 1 1  - 0 8 0 0 .
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M E M O R A N D U M S t a t e  o f  A l a s k a
T O :  P a u l  R o l l e r  

D i r e c t o r
D i v i s i o n  o f  I n s u r a n c e

D A T E :  M a r c h  2 4 .  1 9 8 9

F I L E  N O . :

T H R U : D o n  K o c h
C h i e f  o f  M a r k e t  S u r v e i l l a n c e

T E L E P H O N E  N O . :  ( 9 0 7 ) 4 6 5 - 2 5 6 0

S U B J E C T :  A d o p t i o n  o f  R i s k  R e t e n t i o n  
R e g u l a t i o n s

F R O M : T e d  L e h r b a c h
I n s u r a n c e  M a r k e t  A n a l y s t  
D i v i s i o n  o f  I n s u r a n c e  
D e p a r t m e n t  o f  C o m m e r c e  a n d  

a n d  E c o n o m i c  D e v e l o p m e n t

I  c o n d u c t e d  a  h e a r i n g  M a r c h  1 0 .  1 9 8 9  i n  t h e  L a r g e  C o n f e r e n c e  R o o m .  9 t h  F l o o r ,  S t a t e  O f f i c e  B u i l d i n g ,  
J u n e a u  a t  9 : 0 0  a . m .  f o r  t h e  p u r p o s e s  o f  r e c e i v i n g  t e s t i m o n y  o n  t h e  p r o p o s e d  a d o p t i o n  o f  n e w  
r e g u l a t i o n s  3  A A C  2 4 . 0 1 0  -  2 9 0 ,  a n d  3  A A C  2 4 . 3 0 0 - 5 9 0 ,  r e l a t i n g  t o  t h e  r e g i s t r a t i o n  a n d  p a y m e n t  o f  
f e e s  b y  r i s k  r e t e n t i o n  a n d  p u r c h a s i n g  g r o u p s .

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

F o u r  p i e c e s  o f  w r i t t e n  t e s t i m o n y  w e r e  r e c e i v e d  p r i o r  t o  t h e  d e a d l i n e  o f  5 : 0 0  p .m .  t h e  s a m e  d a y .  N o  
o t h e r  t e s t i m o n y  w a s  r e c e i v e d  a f t e r  t h e  d e a d l i n e .  T h e  w r i t t e n  t e s t i m o n y  w a s  r e c e i v e d  f r o m :

T h e  N a t i o n a l  R i s k  R e t e n t i o n  A s s o c i a t i o n
T h e  N a t i o n a l  A s s o c i a t i o n  o f  W h o l e s a l e r - D i s t r i b u t o r s  (A  R i s k  R e t e n t i o n  G r o u p )
J o h n  J .  S a r c h i o  o f  C h a d b o u m e  &  P a r k e ,  r e p r e s e n t i n g  C h i c a g o  I n s u r a n c e  C o m p a n y  
T h e  H o u s i n g  A u t h o r i t y  R i s k  R e t e n t i o n  G r o u p ,  I n c .

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

T h e  F e d e r a l  L i a b i l i t y  R i s k  R e t e n t i o n  A c t  o f  1 9 7 6  a l l o w s  f o r  t h e  e s t a b l i s h m e n t  o f  t w o  t y p e s  o f  
e n t i t i e s :  R i s k  R e t e n t i o n  G r o u p s ,  a n d ,  P u r c h a s i n g  G r o u p s .  R i s k  R e t e n t i o n  G r o u p s  a r e  c r e a t e d  a s  
i n s u r a n c e  c o m p a n i e s  d o m i c i l e d  i n  o n e  s t a t e .  P u r c h a s i n g  G r o u p s  a r e  s e t  u p  a s  a n y  g r o u p  o f  
i n d i v i d u a l s  o r  e n t i t i e s  w i t h  a  c o m m o n  l i a b i l i t y  e x p o s u r e ,  t o  p u r c h a s e  i n s u r a n c e  f o r  i t ' s  m e m b e r s  o n  a  
g r o u p  b a s i s .

T h e  i n t e n t  o f  C o n g r e s s  i n  a l l o w i n g  t h e s e  t y p e s  o f  e n t i t l e s  t o  b e  e s t a b l i s h e d  w a s  t o  i n c r e a s e  
a v a i l a b i l i t y  a n d  a f f o r d a b i l i t y  o f  l i a b i l i t y  i n s u r a n c e ,  e s p e c i a l l y  t h o s e  l i n e s  o f  i n s u r a n c e  w h i c h  w e r e  
h i t  b y  t h e  " h a r d "  m a r k e t  o f  1 9 8 6 .

C o n g r e s s  g a v e  r i s k  r e t e n t i o n  g r o u p s  e x e m p t i o n s  t o  a l l  s t a t e  r e g u l a t o r y  l a w s ,  e x c e p t  t h e  i n s u r a n c e  
l a w s  o f  t h e  d o m i c i l i a r y  s t a t e  a n d  s o m e  s p e c i f i c  l a w s  t h a t  a r e  m e n t i o n e d  i n  t h e  a c t ,  w h i c h  a n y  s t a t e  
m a y  a p p l y  t o  r i s k  r e t e n t i o n  g r o u p s .  O n  t h e  o t h e r  h a n d ,  p u r c h a s i n g  g r o u p s  w e r e  r e q u i r e d  t o  c o m p l y  
w i t h  a l l  s t a t e  I n s u r a n c e  l a w s  e x c e p t  t h o s e  l a w s  f o r  w h i c h  t h e y  w e r e  s p e c i f i c a l l y  e x e m p t e d  a s  
c o n t a i n e d  i n  t h e  F e d e r a l  A c t .  T h i s  m e a n s  t h a t  w i t h  r e s p e c t  t o  n o n - d o m i c i l i a r y  s t a t e s ,  p u r c h a s i n g  
g r o u p s  a r e  s u b j e c t  t o  a l l  s t a t e  i n s u r a n c e  l a w s  e x c e p t  w h e r e  s p e c i f i c a l l y  e x e m p t e d ,  b u t  r i s k  r e t e n t i o n  
g r o u p s  a r e  m o r e  b r o a d l y  e x e m p t e d  f o r m  s t a t e  i n s u r a n c e  l a w s ,  e x c e p t  w h e r e  t h e  F e d e r a l  A c t  
s p e c i f i c a l l y  p r o v i d e s  a u t h o r i t y .  T h i s  i s  a n  i m p o r t a n t  d i s t i n c t i o n  w h i c h  s h o u l d  b e  k e p t  i n  m i n d  
w h e n e v e r  i n t e r p r e t i n g  t h e  F e d e r a l  A c t  a n d  a p p l y i n g  A l a s k a  I n s u r a n c e  S t a t u t e s  t o  e a c h  o f  t h e  t w o  
e n t i t i e s  c r e a t e d  b y  t h e  L R R A  o f  1 9 8 6 .
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M E M O R A N D U M
P a u l  R o l l e r
R i s k  R e t e n t i o n  R e g u l a t i o n s

T h e  F e d e r a l  A c t  s e t s  f o r t h  a  p r o c e s s  o f  i n f o r m i n g  e a c h  s t a t e  i n  w h i c h  g r o u p s  w a n t  t o  d o  b u s i n e s s .  
T h i s  p r o c e s s  r e q u i r e s  a  l e t t e r  o f  i n t e n t  t o  b e  s e n t  t o  t h e  s t a t e  l i s t i n g  s o m e  b a s i c  I n f o r m a t i o n .  T h e  
F e d e r a l  r e q u i r e m e n t s  a r e  g r e a t e r  f o r  r i s k  r e t e n t i o n  g r o u p s  t h a n  f o r  p u r c h a s i n g  g r o u p s .  T h e  F e d e r a l  
a c t  d o e s  r e q u i r e  t h a t  b o t h  e n t i t i e s  " r e g i s t e r  w i t h  a n d  d e s i g n a t e  t h e  s t a t e  i n s u r a n c e  c o m m i s s i o n e r  o f  
e a c h  s t a t e  i n  w h i c h  i t  d o e s  b u s i n e s s  a s  i t s  a g e n t  s o l e l y  f o r  t h e  p u r p o s e  o f  r e c e i v i n g  s e r v i c e  o f  l e g a l  
d o c u m e n t s  o r  p r o c e s s . . . ' ’ I t  d o e s  a l l o w  a n  e x e m p t i o n  f o r  a n y  r i s k  r e t e n t i o n  g r o u p  o r  p u r c h a s i n g  g r o u p  
w h i c h  w a s  f o r m e d  p r i o r  t o  A p r i l  1 .  1 9 8 6  u n d e r  t h e  1 9 8 1  P r o d u c t  L i a b i l i t y  R i s k  R e t e n t i o n  A c t .

T h e  p u r p o s e  o f  t h e  p r o p o s e d  r e g u l a t i o n s  i s  t o  s e t  s p e c i f i c  r e g i s t r a t i o n  r e q u i r e m e n t s  f o r  b o t h  r i s k  
r e t e n t i o n  g r o u p s  a n d  p u r c h a s i n g  g r o u p s  t h a t  w i s h  t o  d o  b u s i n e s s  i n  A l a s k a .  S i n c e  w e  h a v e  i s s u e d  a  
p o l i c y  s t a t e m e n t  w h i c h  d e s c r i b e s  h o w  a n d  t o  w h a t  e x t e n t  A l a s k a  l a w  a p p l i e s  t o  t h e s e  e n t i t i e s ,  i t  h a s  
b e c o m e  c l e a r  t h a t  w e  d o  n o t  r e c e i v e  a l l  t h e  i n f o r m a t i o n  w e  n e e d  f r o m  t h e  F e d e r a l l y  r e q u i r e d  " l e t t e r s  
o f  I n t e n t "  t o  p r o p e r l y  m o n i t o r  a n d  r e g u l a t e  t h e  g r o u p s  a c c o r d i n g  t o  t h e  A l a s k a  I n s u r a n c e  L a w s  w h i c h  
a p p l y .

T h e  m o s t  s i g n i f i c a n t  o f  t h e  a p p l i c a b l e  A l a s k a  L a w s  I s  A S  2 1 . 3 4 ,  t h e  s u r p l u s  l i n e s  l a w s .  I n  o r d e r  f o r  u s  
t o  a d e q u a t e l y  p r o t e c t  t h e  i n s u r i n g  p u b l i c  f r o m  t h e  o v e r u s e  o r  i m p r o p e r  u s e  o f  u n a u t h o r i z e d  I n s u r e r s ,  
w e  n e e d  t o  h a v e  t h e  i n f o r m a t i o n  w h i c h  i s  o u t l i n e d  i n  t h e  p r o p o s e d  r e g u l a t i o n s .  I t  i s  a l s o  a  m e t h o d  b y  
w h i c h  w e  c a n  i n f o r m  e a c h  g r o u p  w i s h i n g  t o  d o  b u s i n e s s  i n  A l a s k a  o n  h o w  A S 2 1 . 3 4  a p p l i e s  t o  t h e m .

T h e  f e e s  a r e  n e c e s s a r y  t o  c o v e r  o u r  r e g u l a t o r y  c o s t s  a n d  a r e  n o n - d i s c r i m i n a t o r y .  T h e  $ 1 , 0 0 0  
r e g i s t r a t i o n  f e e  f o r  r i s k  r e t e n t i o n  g r o u p s ,  f o r  e x a m p l e ,  i s  t h e  s a m e  c h a r g e d  a n  a d m i t t e d  i n s u r e r  
e n t e r i n g  o u r  s t a t e .

S U M M A R Y  O F  W R I T T E N  T E S T I M O N Y

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

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

T h e  t e s t i m o n y  f r o m  T h e  N a t i o n a l  A s s o c i a t i o n  o f  W h o l e s a l e r - D i s t r i b u t o r s  a d d r e s s e s  t h e  
" g r a n d f a t h e r "  c l a u s e  i n  t h e  F e d e r a l  A c t ,  s u r m i s i n g  t h a t  t h o s e  g r o u p s  t h a t  w e r e  f o r m e d  p r i o r  t o  t h e  
1 9 8 6  a m e n d m e n t s  t o  t h e  a c t  a r e  e x e m p t  f r o m  a n y  r e g i s t r a t i o n  r e q u i r e m e n t s .

A N A L Y S I S  A N D  R E C C O M E N D A T I O N

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

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

Page 2



M E M O R A N D U M
P a u l  R o l l e r
R i s k  R e t e n t i o n  R e g u l a t i o n s

T h e  t w o  r e c e n t  F e d e r a l  C o u r t  d e c i s i o n s .  I n s u r a n c e  C o m p a n y  o f  t h e  S t a t e  o f  P e n n s y l v a n i a  v . 
C o r c o r a n ,  N o .  8 7 - 7 8 5 8 ,  2 cL  c i r .  a n d  F r o n t i e r  I n s u r a n c e  C o m p a n y ,  n c .  e t  a l .  v s .  W i l l i a m  D .  H a g e r ,  
C o m m i s s i o n e r  o f  I n s u r a n c e  o f  t h e  S t a t e  o f  I o w a ,  N o .  8 7 - 6 4 5 - E , c l e a r l y  r e i n f o r c e  t h e  r i g h t s  o f  n o n -  
d o m i c l l i a i y  s t a t e s  t o  r e g u l a t e  p u r c h a s i n g  g r o u p s  a n d  t h e i r  i n s u r e r s  i n  s u c h  a  m a n n e r  a s  t o  p r o t e c t  t h e  
I n s u r i n g  p u b l i c .

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

I t  i s  m y  r e c o m m e n d a t i o n  t h a t  w e  a d o p t  t h e  r e g u l a t i o n s  a s  p r o p o s e d ,  w i t h  one small change:

3  A A C  2 4 . 0 3 0  s h o u l d  b e  c h a n g e d  t o  s h o w  a  c o n t i n u a t i o n  f e e  o f  $ 2 0 0  I n s t e a d  o f  $ 5 0 0 .

T h i s  r e c o m m e n d a t i o n  I s  s u g g e s t e d  a s  t h e  o r i g i n a l  f i g u r e s  f o r  R i s k  R e t e n t i o n  G r o u p s  a r e  b a s e d  
u p o n  t h e  s a m e  f e e s  a n d  c o n t i n u a t i o n  f e e s  f o r  a d m i t t e d  i n s u r e r s .  T h e  c o n t i n u a t i o n  f e e  o f  $ 5 0 0  i s  
t h e  s a m e  f e e  p r o p o s e d  f o r  a l l  a d m i t t e d  I n s u r e r s  i n  a  p e n d i n g  i n s u r a n c e  b i l l  b e f o r e  t h e  l e g i s l a t i v e  
c o m m i t t e e s .  I t  i n c l u d e s  t h e  c o m b i n e d  c o s t s  f o r  t h e  f i l i n g  o f  A n n u a l  s t a t e m e n t s  a n d  r a t e  a n d  
f o r m  f i l i n g s  b y  a d m i t t e d  i n s u r e r s .

S i n c e  R i s k  R e t e n t i o n  G r o u p s  a r e  o n l y  r e q u i r e d  t o  s u b m i t  A n n u a l  S t a t e m e n t s  a n d  a r e  e x e m p t  
f r o m  m o s t  o f  o u r  r a t e  a n d  f o r m  f i l i n g  r e q u i r e m e n t s ,  t h e  $ 2 0 0  f i g u r e  i s  m o r e  r e a s o n a b l e  t h a n  t h e  
$ 5 0 0  f i g u r e  I n  t h e  o r i g i n a l  p r o p o s a l .

E N C L O S U R E S

W r i t t e n  T e s t i m o n y
S i g n  I n  S h e e t  o f  t h e  M a r c h  1 0 t h  H e a r i n g  
P o l i c y  S t a t e m e n t  
R e g i s t r a t i o n  F o r m s
F e d e r a l  L i a b i l i t y  R i s k  R e t e n t i o n  A n t  o f  1 9 8 6  
A r t i c l e s  o n  t h e  I o w a  a n d  N e w  Y o r k  C o u r t  D e c i s i o n s  
A r t i c l e s  r e g a r d i n g  t h e  I s s u e s
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■"fflElVIQRANDUM
r

TO: Art Peterson
Assistant Attorney General 
and Regulations Attorney-Juneau

FROM:: Ron Zobel v^f/
Assistant Attorney General 
Commercial Section-Anchorage

m

S ( a te  of  A l a s k a
Department of Law 

date :j u n e 7, 1989 

f ile  n o : 9 9 3 _ 8 9 „ 0 0 8 6  

TEL. NO: 276-3550

subject:RegU iati0ng regarding risk 
retention'groups and risk 
purchasing groups 
(3 AAC 24.010 —  .290 and 
3 AAC 24.300 -- .590)

Attached are regulations adopted by the Director of Insurance 
to require the registration of entities known as risk retention groups 
and risk purchasing groups. Although the regulations are relatively 
simple, the need for the regulations and the background of the Federal 
Liability Risk Retention Act, as amended in 1986, is somewhat complex.

The Congress in 1986 allowed entities known as "risk retention 
groups" and "risk purchasing groups" to form as an alternative method 
of insurance in order to meet the "liability crisis." The Liability 
Risk Retention Act, as amended, 15 U.S.C.A. § 3901 —  3906 (Supp. 1989) 
preempted certain aspects of state insurance regulation in order to 
allow these groups to •operate free from competing and inconsistent 
state regulations. These regulations are an effort to require the 
regulation of such groups and give the Director of Insurance 
information that will allow him to regulate them to the extent federal 
law all o w s , and also to give him information so that he can verify that 
they are a group qualifying under the Act. The justification for these 
regulations is explained in the March 24, 1989, memorandum from T e d  
Lehrbach to Paul Roller in the file.

The insurance regulators across the country have been somewhat 
concerned about these risk retention groups, and especially, the risk 
purchasing groups. Our Director of Insurance, along with other 
insurance regulators, sees much potential abuse in the use of the "risk 
purchasing group" device to evade state laws that require minimum 
solvency and security for policy holders.

As the comments submitted concerning these regulations, 
especially by the National Risk Retention Association, indicate, there 
is a dispute as to the extent of state power to regulate these 
entities. Although there is an argument that the federal act preempts 
a registration that is for any purpose other than receiving service :d f  
legal documents or process, the federal act does not specifically- 
exempt these groups from registration or fees by nondomflpRfclidr^f^tates.:

The two major cases that have considered the extent.,of..state 
regulation under the Liability Risk Retention Act have 'construed.the 
Act rather narrowly and allowed state regulation where there'was not * * I ’ ’ \»
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express preemption. Insurance Co. of the State of Pennsylvania v. 
Corcoran, 350 F.2d 88 (2d Cir. 1988) (Liability Risk Retention Act does 
not prohibit all state policy form and rate regulation of purchasing 
groups) and Frontier insurance Co. v. H a g e r , Case No. 87-645-E 
(U.S.D.C. of Iowa, Hay 1983) (Risk Retention Act does not preempt the 
state of Iowa from requiring that insurers be admitted in Iowa before 
selling insurance to Iowa members of purchasing groups).

My review of this matter indicates that the position of the 
Director that the state retains the power to register these risk 
retention groups and risk purchasing groups is likely to be sustained 
by the courts. It is possible that Congress intended to preempt such 
regulation, but if that is what they intended, they did not express 
themselves very clearly. Other than this preemption issue, I do not 
foresee anv other substantial legal or constitutional difficulties in 
these regulations.

I have gone over the other items on the checklist, such as 
notice, and find it to be in order. I have made small editorial 
changes in the regulations in order to conform their style with the 
manual. I have used the U.S.C.A. cite for the Risk Retention Act since 
it is not in the U.S.C. I hope that was correct. I have added AS
21.03.010 as authority. This is the basic section which subjects those 
transacting the business of insurance to the insurance code. The term 
"transact the business of insurance in Alaska, relative to a subject 
or risk resident, located or performed in Alaska" is a term of art 
finding its source in section AS 21.03.010. The definition of 
"transact" is the same as that found in AS 21.90.900. I ha\e left this 
redundancy in the regulations in order to make it clear that the term 
as applied to these particular entities has the same meaning as used 
in the code. I know that we generally do not repeat statutory 
language, but I thought there may be reason to do so here because of 
the very dispute as to whether these entities are transacting the 
business of insurance so as to subject themselves to regulation and the 
lack of any specific chapter in the code subjecting these entities to 
specific regulation, as there is with other entities formed to provide 
insurance.

If you have questions about these regulations, please do not 
hesitate to call.

R Z : 1ms
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M E M O R A N D U M

TO: Paul A. Roller, Director 
Division of Insurance 
Department of Commerce 
and Economic Development

from: Arthur H. Peterson
Assistant Attorn e V G e d e r a l ^  

and Regulations Attorney

S t a t e  of A l a s k a
Departma

DATE: July 24, 1989 

f ile  n o .: 993-89-0086

TEL. NO.: 465-3600 £cn"en? n,

° ' ^ c O p ^ e r  
subject: Regulations re risRo

tention groups and puf̂ <?.'?ĉ /
chasing groups (3 AAC
24.010 -- 590)

Under AS 44.62.060, we have reviewed your adoption of 
these regulations, and approve them for filing by the lieutenant 
governor. A  duplicate original of this memorandum is being fur­
nished the lieutenant governor, along with the regulations and 
related documents.

The January 20, 1989 public notice and your April 24, 
1989 adoption order both state that this action is not expected 
to require an increased appropriation. Therefore, AS 44.62.195 
does not require a fiscal note.

As suggested by your staff, we have deleted "risk" from 
the phrase "risk purchasing group," wherever it appeared in tnis 
set of regulations, to conform that term to the way it appears in 
15 U.S.C. 3901 -- 3906. It had been included in that term in 
error. By the duplicate original of this memorandum, I am asking 
the lieutenant governor's staff to instruct the publisher to make 
that same correction in 3 AAC 3 1 . 0 6 0 (a)(16) and (17), where that 
same phrase appears.

We have slightly reworded 3 AAC 24.040 and 3 AAC 24.330 
(virtually identical sections) to clarify your intent. In both 
sections, the lieutenant governor's staff will be inserting the 
effective date of those regulations in the blanks that we have 
penned in.

Under the authority of AS 44.62.060(a)(4), in 3 AAC 
24.290 and 3 AAC 24.590 we have deleted the definition of "trans­
act," which restates AS 21 .90.900, and have replaced it with a 
reference to that statute. (Please see pp. 27 and 28 of the 
Drafting Manual for Administrative Regulations [Dept, of Law, 9th 
e a T T  July 1985'}, regarding the restating of statutes.)

In accordance with AS 44.62.125(b)(6), some other, more 
minor, corrections have been made in these regulations, as shown 
on the attached copy.



Paul A. Roller, Director of Insurance 
Dept, of Commerce & Economic Devel. 
Our file: 993-89-0086

July 24, 1989
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3 AAC 24.030 and 3 AAC 24.320 refer to a "continuation 
fee" that must accompany a "continuation application." We note 
that nowhere else in the regulations is a "continuation applica­
tion" mentioned. We recommend that, as soon as possible, your 
division begin a regulations project to addresi, this procedural 
gap. The regulations in that project should cover such items as
(1) how long an initial registration is in effect, (2) what must 
be done to "continue" the registration (i.e., submission of a 
continuation application along with certain information), and (3) 
how long the "continuation" is in effect.

AHP/BJJ/pjg

cc w/enc.: Hon. Larry Merculieff, Commissioner
Department of Commerce & Economic Development

Ron Zobel, Assistant Attorney General 
Department of Law - Anchorage



S T E V E  C O W K R ,  G O V E R N O R

P. 0 . BOX D

JUNEAU, ALASKA 99411-0800 
PH O N E : (907) 4(0-2515

D E P A R T M E N T  O F  C O M M E R C E  &  
E C O N O M IC  D E V E L O P M E N T

D I V I S I O N  O F  I N S U R A N C E

ORDER 8 9 - 3  ADOPT ING  REGULAT IO NS  .OF 
THE D I V I S I O N  OF INSURANCE

T h e  a t t a c h e d  f i v e  p a g e s  o f  r e g u l a t i o n s ,  d e a l i n g  w i t h  r i s k  r e t e n t i o n
g r o u p s  a n d  r i s k  p u r c h a s i n g  g r o u p s ,  1 s  h e r e b y  a d o p t e d  a n d  c e r t i f i e d  t o
b e  a  c o r r e c t  c o p y  o f  t h e  r e g u l a t i o n s  t h a t  t h e  D i v i s i o n  o f  I n s u r a n c e  
a d o p t s  u n d e r  a u t h o r i t y  v e s t e d  b y  AS 2 1 . 0 6 . 0 9 0  a n d  a f t e r  c o m p l i a n c e  
w i t h  t h e  A d m i n i s t r a t i v e  P r o c e d u r e s  A c t  (A S  4 4 . 6 2 ) ,  s p e c i f i c a l l y  
i n c l u d i n g  n o t i c e  u n d e r  AS 4 4 . 6 2 . 1 9 0  a n d  4 4 . 6 2 . 2 0 0  a n d  o p p o r t u n i t y  f o r  
p u b l i c  c o n m e n t  u n d e r  AS 4 4 . 6 2 . 2 1 0 .

T h i s  a c t i o n  i s  n o t  e x p e c t e d  t o  r e q u i r e  a n  i n c r e a s e d  a p p r o p r i a t i o n .

T h i s  o r d e r  t a k e s  e f f e c t  o n  t h e  3 0 t h  d a y  a f t e r  I t  h a s  b e e n  f i l e d  b y  t h e
L i e u t e n a n t  G o v e r n o r ,  a s  p r o v i d e d  I n  AS 4 4 . 6 2 . 1 8 0 ,

DA T E :  A p r i l  M  , 1 9 8 9  
J u n e a u ,  A l a s k a

f a

D i r e c t o r  o f  I n s u r a n c e

F I L I N G  C E R T I F I C A T I O N

I ,  S t e p h e n  M c A l p i n e ,  L i t f u t f e n a n t  G o v e r n o r  f o r  t h e  S t a t e  o f  A l a s k a  
c e r t i f y  t h a t  o n  »
a t  H  5  cj  f i l e #  t h e  a t t a c h e d  r e g u l a t i o n s  a c c o r d i n g  t o
t h e  p r o v i s i o n s  o ^  AS 4 4 £ 6 2 . 0 £ 7 -  4 4 . 6 2 . 1 2 0 .

L i e u t e n a n t  G o v e r n o r

P R / d j  d O l 2 4 B  
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(ii) its principal place of business; and 

(iii) its directors and principal
of f i c e r s ;

(E) the complete name, firm name, physical 
address and mailing address of all persons acting, or 
offering to act, as an agent, broker, or surplus lines 
broker for the risk retention group, and identification of 
all types of licenses held by each person and firm, in­
cluding the state in which each license is held;

(F) a 7I classes or lines of insurance the 
risk retention group intends to offer; and

(G) such other information, including infor­
mation concerning its membership, that the director re­
quires to establish its qualification as a risk retention 
group to transact business in Alaska;

(2) a copy of its plan of operation and the feas­
ibility study submitted to its state of domicile, including all 
r evisions;

(3) a complete copy of the financial statement sub­
mitted to its state of domicile, certified by an independent 
public accountant, including a statement of opinion on its 
reserves for loss and its reserves for loss adjustment expenses 
prepared by a member of the American Academy of Actuaries or by 
another qualified specialist in such reserves;

(4) a copy of each examination of the risk re­
tention group, certified by the commissioner or other public 
officer conducting the examination, except that if no examina­
tion has been conducted or if one is pending, a statement to 
that effect, signed by an officer of the risk retention group, 
shall be submitted in its place;

(5) upon a form prescribed by the director, a 
statement appointing the director as its agent for the purpose 
of receiving service of legal documents or process; and

(6) such other information as the director requires 
to verify its qualification and continuing qualification as a 
risk retention group transacting or seeking to transact business 
in Alaska. (Eff. 8/23/89, Reg. Ill)

Authority: AS 21.03.010
AS 21.06.090
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S T E V E  C O W F E K ,  G O V E R N O R

P. 0 . BOX 0

JUNEAU, ALASKA 99911-0800 
PH O N E : (907) 465-2515

D E P A R T M E N T  O F  C O M M E R C E  A  
E C O N O M IC  D E V E L O P M E N T

D I V I S I O N  O F  I N S U R A N C E

ORDER 8 9 - 3  ADO PT IN G  REGULAT IONS  .OF 
THE D I V I S I O N  OF INSURANCE

T h e  a t t a c h e d  f i v e  p a g e s  o f  r e g u l a t i o n s ,  d e a l i n g  w i t h  r i s k  r e t e n t i o n
g r o u p s  a n d  r i s k  p u r c h a s i n g  g r o u p s ,  1 s  h e r e b y  a d o p t e d  a n d  c e r t i f i e d  t o
b e  a c o r r e c t  c o p y  o f  t h e  r e g u l a t i o n s  t h a t  t h e  D i v i s i o n  o f  I n s u r a n c e  
a d o p t s  u n d e r  a u t h o r i t y  v e s t e d  b y  AS 2 1 . 0 6 . 0 9 0  a n d  a f t e r  c o m p l i a n c e  
w i t h  t h e  A d m i n i s t r a t i v e  P r o c e d u r e s  A c t  ( A S  4 4 . 6 2 ) ,  s p e c i f i c a l l y  
i n c l u d i n g  n o t i c e  u n d e r  AS 4 4 . 6 2 , 1 9 0  a n d  4 4 . 6 2 . 2 0 0  a n d  o p p o r t u n i t y  f o r  
p u b l i c  c o m m e n t  u n d e r  AS 4 4 . 6 2 . 2 1 0 .

T h i s  a c . t l o n  1 s  n o t  e x p e c t e d  t o  r e q u i r e  a n  I n c r e a s e d  a p p r o p r i a t i o n .

T h i s  o r d e r  t a k e s  e f f e c t  o n  t h e  3 0 t h  d a y  a f t e r  1 t  h a s  b e e n  f i l e d  b y  t h e
L i e u t e n a n t  G o v e r n o r ,  a s  p r o v i d e d  1 n  AS 4 4 . 6 2 . 1 8 0 .

DA TE :  A p r i l  % < /  , 1 9 8 9
J u n e a u ,  A l a s k a

D i r e c t o r  o f  I n s u r a n c e

F I L I N G  C E R T I F I C A T I O N

I ,  S t e p h e n  M c A l p i n e ,  L l t f u t f e n a n t  G o v e r n o r  f o r  t h e  S t a t e  o f  A l a s k a ,  
c e r t i f y  t h a t  o n  Q - S /  , 1 9  | y ,
a t  H  - 'S r ) f  J  . m . , / i r i l e f f  t h e  a t t a c h e d  r e g u l a t i o n s  a c c o r d i n g  t o
t h e  p r o v i s i o n s  o ^  AS 4 % 6 2 . -  44.62.120.

L i e u t e n a n t  G o v e r n o r

t a u t e r .  M l ^  ________
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CHAPTER 24.
RISK RETENTION GROUPS AND PURCHASING GROUPS.

Article
1. Risk Retention Groups (3 AAC 24.010 - 3 AAC 24.290)
2. Purchasing Groups (3 AAC 24.300 - 3 AAC 24.590)

Article 1.
RISK RETENTION GROUPS.

Section 
10. Purpose
20. Filing of registration forms 
30. Payment of fee 
40. Existing operation; compliance 

290. Definitions

3 AAC 24.010. PURPOSE. The purpose of 3 AAC 24.010 - 
3 AAC 24.290 is to establish, consistent with 15 U.S.C. 3901 —  
3906, as amended as of October 27, 1989, (Liability Risk 
Retention Act of 1986), a procedure for the registration of risk 
retention groups that seek to transact the business of insurance 
in Alaska, or relative to a subject or risk that is resident, 
located, or to be performed in Alaska, and to provide for the 
payment of fees for the administrative cost of the registration 
process. (Eff. 8/23/89, Reg. Ill)

Authority: AS 21.03.010
AS 21.06.090

3 AAC 24.020. FILING OF REGISTRATION FORMS. Before trans­
acting the business of insurance in this state, a risk retention 
group shall submit to the director

(1) a completed registration form that shall in­
clude the following information:

(A) each state in which the risk retention 
group is chartered or licensed to do business as a lia­
bility insurer;

(B) the date of its charter or license;

(C) the state in which it is domiciled;

(D) the complete physical address and mailing
address of

(i) its offices in its state of
domicile;
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