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W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T

1 r e s e r v e s . o f  a d m i t t e d  in s u r e r s  a u th o r i z e d  t o  w r i t e  l i k e  k in d s  o f  in s u r ­

2 ance in  t h i s  s t a t e  o r  o f  i r r e v o c a b l e ,  c l e a n ,  and u n c o n d i t i o n a l  l e t t e r s

3 o f  c r e d i t ;  th e  t r u s t  fund must have an e x p i r a t i o n  d a t e  t h a t  a t  no time

4 i s  l e s s  than  f i v e  v e a r s :

5 151 [OF NOT LESS THAN $50,000,000 AS SECURITY TO THE FULL

6 AMOUNT, FOR ALL  POLICY HOLDERS AND CREDITORS IN  THE UNITED STATES , OF

7 EACH MEMBER OF THE GROUP; (4)] an " i n s u r a n c e  e x c h a n g e "  c r e a t e d  by  the

8 laws o f  i n d i v i d u a l  s t a t e s  may q u a l i f y  i f  i t  m a in ta in s  c a p i t a l  and

9 s u r p lu s ,  o r  th e  s u b s t a n t i a l  e o u i v a l e n t ,  o f  n o t  l e s s  than  $50,000,000

10 r$15.000.0001 in  t h e  a a a r e a a te ;  f o r  in su ran ce  exchanaes  t h a t  m a in ta in

11 funds f o r  th e  p r o t e c t i o n  o f  a l l  in su ra n ce  exchanae  p o l i c v h o l d e r s , each

12 i n d i v i d u a l  s v n d i c a t e  s h a l l  m a in ta in  minimum c a p i t a l  and s u r p lu s ,  or

13 th e  s u b s t a n t i a l  e o u i v a l e n t ,  o f  n o t  l e s s  than  $3 ,000,000; i n  t h e  e v e n t

14
th e  in su ra n ce  exchange does  n o t  m a in ta in  funds  f o r  th e  p r o t e c t i o n  o f

15
a l l  i t s  p o l i c y h o l d e r s ,  each i n d i v i d u a l  s y n d i c a t e  s h a l l  meet t h e  m in i ­

16
mum rCAP ITAL  AND SURPLUS 1 r e o u ir e m e n ts  o f  (11 o r  (21 o f  t h i s  sub­

17
s e c t i o n .

18
* Sec . 52. AS 21.36 i s  amended b y  a d d in g  a new s e c t i o n  t o  r e a d ;

19
Sec .  21.36.365. IMMUNITY FOR REPORTS ON FRAUD. (a) A p e rson  i s

20
n o t  l i a b l e  f o r  c i v i l  damages f o r  f i l i n g  a r e p o r t  w i t h  o r  f u r n is h in g

21
o th e r  in fo r m a t io n  w h e th e r  w r i t t e n  o r  o r a l ,  c o n c e r n in g  su sp e c te d ,

22
a n t i c i p a t e d ,  o r  com p le ted  f r a u d u le n t  a c t s  t c

23
(1) la w  en fo rcem en t  o f f i c i a l s ,  t h e i r  a g e n ts  and em p lo yees ;

24
(2) th e  N a t i o n a l  A s s o c i a t i o n  o f  In s u ra n c e  Com m issioners ,

25
th e  d i v i s i o n  o f  in su r a n c e ,  an agency  i n  a s t a t e  t h a t  r e g u la t e s  in s u r ­

26
ance , o r  an o r g a n i z a t i o n  e s t a b l i s h e d  t o  d e t e c t  and p r e v e n t  f r a u d u le n t

27
in su ra n ce  a c t s ,  t h e i r  a g e n ts ,  em p lo yees ,  o r  d e s ig n e e s .

28
(b) T h i s  s e c t i o n  does  n o t  p r e c lu d e  l i a b i l i t y  f o r  c i v i l  damages

29
as a r e s u l t  o f  r e c k l e s s ,  w i 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 .
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1 * S ec .  53. AS 21.66.080 i s  amended t o  r ea d :

2 S ec .  21.66.080. ANNUAL STATEMENT. E x c e p t  as p r o v id e d  in  (b) o f

3 t h i s  s ' c t i o n .  e v e r y  [EVERY] c o r p o r a t io n .  on o r  b e fo r e  March 1

4 (MARCH 2] o f  each y e a r ,  s h a l l  f u r n is h  th e  d i r e c t o r  a sworn s ta tem en t

5 o f  a s s e t s  and l i a b i l i t i e s ,  and o f  a l l  t i t l e  premiums r e c e i v e d  b y  i t

6 d u r in g  th e  p re c e d in g  c a le n d a r  y e a r ,  s e t t i n g  o u t  among o th e r  th in g s

7 t h a t  th r e e  p e r c e n t  o f  a l l  g ro s s  premiums on t i t l e  in su ra n ce  p o l i c i e s

8 is s u e d  b y  i t  d u r in g  th e  year*, c o v e r in g  p r o p e r t y  in  t h i s  s t a t e ^  have

9 been s e t  a s id e  and h e ld  b y  i t  i n  an a ccou n t known as th e  T i t l e  I n s u r ­

10 ance Unearned Premium R e s e r ve  Fundj. as p r o v id e d  in  t h i s  c h a p t e r .  The

11 r e p o r t in a  fo rm a t f o r  a a i v e n  v e a r  i s  th e  most r e c e n t l v  app ro ved  Na­

12 t i o n a l  A s s o c i a t i o n  o f  In su ra n c e  C o m m iss ion e rs ' Annua l F i n a n c i a l  S t a t e ­

13 ment blank, form and i n s t r u c t i o n s  app ro ved  b v  th e  d i r e c t o r ,  su pp lem en t ­

14 ed f o r  a d d i t i o n a l  in fo r m a t io n  as r e a u ir e d  b v  th e  d i r e c t o r .  The d i r e c ­

15 t o r  mav r e o u i r e  th e  s ta te m e n t  t o  be f i l e d  on e l e c t r o n i c  m ed ia . The

16 s ta te m e n t  must [SHALL] a l s o  show [ IN  THE FORM WHICH MAY BE PRESC 3ED

17 BY THE DIRECTOR] a l l  u n p a id  l o s s e s  and c la im s  upon t i t l e  in su ran ce

18
p o l i c i e s  o f  w h ich  th e  c o r p o r a t io n  has r e c e i v e d  due n o t i c e  i n  w r i t i n g

19
from o r  on b e h a l f  o f  t h e  in s u r e d .  W i th  t h e  f i l i n g  o f  t h e  s ta te m e n t

20
th e  c o r p o r a t io n  s h a l l  p a y  a f i l i n g  f e e  s e t  under  AS 21 .05.250.

21 * S e c .  54. AS 21.66.080 i s  amended b y  a dd in g  a new s u b s e c t i o n  t o  r e a d :

22
(b) A  d o m e s t ic  t i t l e  in su r a n c e  company s h a l l  com p ly  w i t h  AS 2 1 . -

23
0 9 .2 0 0 ( f ) .

24 * S e c .  55. AS 21.66 i s  amended b y  a d d in g  a new s e c t i o n  t o  r e a d :

25
S ec .  21 .66 .085. QUARTERLY STATEMENT. (a) The d i r e c t o r  may

26
r e q u i r e  an in s u r e r  t o  f i l e  q u a r t e r l y  f i n a n c i a l  s t a t e m e n ts .  I f  r e q u i r ­

27
ed , t h e  s ta te m e n ts  must f o l l o w  t h e  fo rm a t  s p e c i f i e d  i n  AS 2 1 .6 6 . -

28
0 8 0 (a ) .

29
(b) A  q u a r t e r l y  f i n a n c i a l  s t a t e m e n t ,  i f  r e q u i r e d ,  i s  due 60 days
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(c) An in s u r e r  s h a l l  pay  t o  t h e  d i v i s i o n  $100 f o r  each day  the

in s u r e r  f a i l s  t o  f i l e  th e  q u a r t e r l y  s ta te m e n t  i n  th e  form r e q u ir e d  or 

w i t h i n  t h e  t im e  e s t a b l i s h e d  i n  (b) o f  t h i s  s e c t i o n .

* S ec .  56. AS 21 .66 .090(b) i s  amended t o  r e a d :

(b) W i th  th e  f i l i n g  o f  t h e  a p p l i c a t io n * ,  t h e  c o r p o r a t io n  s h a l l  

pa y  a f e e  s e t  under AS 21.06.250 and*. i n  a d d i t io n * ,  s h a l l  pay  a l l  

(TRAVELING] expenses  [OF THE DIRECTOR OR AN AUTHORIZED REPRESENTATIVE 

OF THE DIRECTOR AND PER DIEM AT  THE CIV "ENT LEVEL FOR STATE EMPLOYEES 

AT THE LOCATION OF THE EXAMINATION] incv.> red i n  e xam in in g  th e  a p p l i ­

c a n t ' s  t i t l e  p l a n t  o r  p l a n t s , as r e q u i r e d  b v  AS 21 .06 .160 .

* S e c .  57. AS 21.66.130 i s  r e p e a le d  and r e e n a c te d  t o  read :

S e c .  21.66.130. EXPENSES OF EXAMINATION. Expenses  in c u r r e d  due

t o  an e x a m in a t io n  o f  t h e  company s h a l l  be  p a id  as r e q u ir e d  b y  AS 2 1 . -  

06.160.

* S ec . 58. AS 21 .69 .530(a) i s  amended t o  r e a d :

(a) I f  an in s u r e r  becomes im p a ir ed  [A STOCK INSUR ER 'S  CAPITAL , 

AS REPRESENTED BY THE AGGREGATE PAR Vi. UE OF IT S  OUTSTANDING CAPITAL 

STOCK, BECOMES IMPAIRED, OR THE ASSETS OF A  MUTUAL INSURER ARE LESS 

THAN IT S  L I A B I L I T I E S  AND THE MINIMUM AMOUNT OF SURPLUS REQUIRED To BE 

M AINTAINED  BY I T  UNDER AS 21.69.220 OR 21.69.270 FOR AUTHORITY TO 

TRANSACT THE KINDS OF INSURANCE BEING TRANSACTED], t h e  d i r e c t o r  s h a l l  

[AT ONCE] d e te rm in e  t h e  amount o f  d e f i c i e n c y  and s e r v e  n o t i c e  upon the  

in s u r e r  t o  make good th e  d e f i c i e n c y  w i t h i n  60 days  a f t e r  s e r v i c e  o f  

t h e  n o t i c e .

* S e c .  59. AS 21.78.020 i s  r e p e a le d  and r e e n a c te d  t o  r e a d :

S e c .  21 .78 .020 . COMMENCEMENT OF DELINQUENCY PROCEEDINGS. (a) A 

d e l i n q u e n c y  p ro c e e d in g  may n o t  be  commenced under t h i s  c h a p te r ,  u n le ss  

commenced b y  t h e  d i r e c t o r .  A  c o u r t  does  n o t  ha ve  j u r i s d i c t i o n  to

after the end of the quarter to which it applies.
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e n t e r t a i n ,  h e a r ,  o r  d e te rm in e  a d e l i n q u e n c y  p ro c e e d in g  commenced b y  a 

person  o t h e r  th an  th e  d i r e c t o r .

(b) The  d i r e c t o r  s h a l l  commence t h e  p ro c e e d in g s  b y  a p p l i c a t i o n  

t o  th e  c o u r t  f o r  an o rd e r  d i r e c t i n g  t h e  in s u r e r  t o  show cause  why the  

d i r e c t o r  s h o u ld  n o t  have  t h e  r e l i e f  r e q u e s te d .  On th e  r e tu r n  o f  the  

o rd e r  t o  show cause ,  and a f t e r  a f u l l  h e a r in g ,  t h e  c o u r t  s h a l l  e i t h e r  

deny  t h e  a p p l i c a t i o n  o r  g r a n t  th e  a p p l i c a t i o n ,  t o g e th e r  w i t h  o th e r  

r e l i e f  t h a t  t h e  n a tu re  o f  t h e  case  and th e  i n t e r e s t  o f  th e  p o l i c y h o l d ­

e r s ,  c r e d i t o r s ,  s t o c k h o ld e r s ,  members, s u b s c r i b e r s ,  o r  th e  p u b l i c  

m ig h t  r e q u i r e .

(c) A  c o u r t  does  n o t  h a ve  j u r i s d i c t i o n  t o  e n t e r t a i n ,  h e a r ,  o r  

d e te rm in e  a c o m p la in t  a s k in g  f o r  an i n j u n c t i o n  o r  r e s t r a i n i n g  o rd e r  or 

o th e r  r e l i e f  c o n ce rn in g  th e  d i s s o l u t i o n ,  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 ,  

s e q u e s t r a t i o n ,  c o n s e r v a t io n ,  o r  r e c e i v e r s h i p  o f  an in s u r e r ,  o th e r  than  

as p r o v id e d  under t h i s  c h a p t e r .

(d) I n  a d d i t i o n  t o  o t h e r  grounds  f o r  j u r i s d i c t i o n  p r o v id e d  by 

t h e  law s  o f  t h i s  s t a t e ,  a c o u r t  h a v in g  j u r i s d i c t i o n  o f  th e  s u b je c t  

m a t te r  has j u r i s d i c t i o n  o v e r  a p e rson  s e r v e d  under th e  A la s k a  R u le s  o f  

C i v i l  P ro cedu re  o r  o th e r  a p p l i c a b l e  p r o v i s i o n s  o f  law  in  an a c t io n  

b rou gh t  b y  t h e  r e c e i v e r  o f  a d o m e s t ic  i n s u r e r  o r  an a l i e n  in s u r e r  

d o m ic i l e d  i n  t h i s  s t a t e  i f  t h e  p e rson

(1) s e r v e d  i s  o b l i g a t e d  t o  t h e  in s u r e r  i n  any way as an

i n c i d e n t  t o  an agency  o r  b ro k e ra g e  arrangem en t t h a t  m ig h t  e x i s t  o r  has

e x i s t e d  b e tw een  th e  in s u r e r  and t h e  a g e n t  o r  b r o k e r ,  in  a a c t i o n  on or 

i n c i d e n t  t o  t h e  o b l i g a t i o n ;

(2) s e r v e d  i s  a r e i n s u r e r  who has a t  any  t im e  w r i t t e n  a

p o l i c y  o f  r e in s u r a n c e  f o r  an i n s u r e r  a g a in s t  w h ich  a r e h a b i l i t a t i o n  or

l i q u i d a t i o n  o r d e r  i s  i n  e f f e c t  when th e  a c t i o n  i s  commenced, o r  i s  an 

a g e n t  o r  b r o k e r  o f  o r  f o r  th e  r e i n s u r e r ,  i n  any  a c t i o n  o r  i n c i d e n t
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1 r e l a t e d  t o  th e  r e in s u r a n c e  c o n t r a c t ;  or

2 (3) i s  o r  has been an o f f i c e r ,  manager, t r u s t e e ,  o r g a n iz e r ,

3 prom o te r , o r  person  i n  a p o s i t i o n  o f  com parab le  a u t h o r i t y  o r  in f lu e n c e

4 in  an in s u r e r  a g a in s t  wh ich  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  o rd e r  is

5 in  e f f e c t  when t h e  a c t io n  i s  commenced, i n  any a c t i o n  r e s u l t i n g  from

6 such a r e l a t i o n s h i p  w i t h  th e  in s u r e r .

7 (e) I f  t h e  c o u r t ,  on m o tion  o f  a p a r t y ,  f i n d s  t h a t  an a c t io n

8 s h o u ld ,  as a m a t te r  o f  s u b s t a n t i a l  j u s t i c e ,  be t r i e d  in  a forum o u t ­

L! 9 s id e  t h i s  s t a t e ,  t h e  c o u r t  may e n t e r  an a p p r o p r ia t e  o rd e r  t o  s ta y

10 f u r t h e r  p ro c e e d in g s  on th e  a c t i o n  i n  t h i s  s t a t e .

11 ( f )  The c o u r t  s h a l l  a p p o in t  th e  d i r e c t o r  as th e  r e c e i v e r  in  a l l

12 a c t i o n s  ta k e n  under  t h i s  c h a p te r .

13 * S e c .  10. AS 21.78.030 i s  r e p e a le d  and r e e n a c te d  t o  r e a d :

14
Sec . 21.78.030. INJUNCTIONS AND ORDERS. (a) A r e c e i v e r  ap­

15 p o in te d  i n  a p ro c e e d in g  under t h i s  c h a p te r  may a t  any t im e  a p p ly  f o r ,

16
and a c o u r t  may g r a n t ,  a r e s t r a i n i n g  o r d e r ,  p r e l im in a r y  o r  permanent

17
in j u n c t i o n ,  o r  o th e r  o rd e r  c o n s id e r e d  n e c e s sa r y  t o  p r e v e n t

18
(1) t h e  t r a n s a c t i o n  o f  f u r t h e r  b u s in e s s ;

19
(2) th e  t r a n s f e r  o f  p r o p e r t y ;

20
(3) i n t e r f e r e n c e  w i t h  th e  r e c e i v e r  o r  w i t h  a p roceed in g

21
under t h i s  c h a p t e r ;

; 22
(4) w a s te  o f  th e  i n s u r e r 's  a s s e t s ;

23
(5) d i s s i p a t i o n  and t r a n s f e r  o f  bank a c c o u n ts ;

24
(6) t h e  i n s t i t u t i o n  o r  f u r t h e r  p r o s e c u t io n  o f  any a c t io n s

25
o r  p ro c e e d in g s ;

26
(7) t h e  o b ta in in g  o f  p r e f e r e n c e s ,  ju dgm en ts ,  a t ta ch m en ts ,

27
g a rn ish m en ts ,  o r  l i e n s  a g a in s t  th e  in s u r e r ,  i t s  a s s e t s ,  o r  i t s  p o l i c y ­

28
h o ld e r s ;

29
(8) t h e  l e v y i n g  o f  e x e c u t io n  a g a in s t  t h e  in s u r e r ,  i t s
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a s s e t s ,  o r  i t s  p o l i c y h o l d e r s ;

(9) th e  making o f  a s a l e  o r  deed  f o r  nonpayment o f  t a x e s  or 

a ssessm en ts  t h a t  w ou ld  l e s s e n  th e  v a l u e  o f  t h e  a s s e t s  o f  t h e  in s u r e r ;

(10) th e  w i t h h o ld in g  from th e  r e c e i v e r  o f  books , a ccou n ts ,  

docum ents , o r  o th e r  r e c o rd s  r e l a t i n g  t o  th e  b u s in e s s  o f  th e  in s u r e r ;  

o r

(11) any o th e r  th r e a te n e d  o r  c o n te m p la te d  a c t i o n  t h a t  m ight 

le s s e n  t h e  v a lu e  o f  th e  i n s u r e r 's  a s s e t s  o r  p r e ju d i c e  t h e  r i g h t s  o f  

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

p ro c e e d in g  under  t h i s  c h a p te r .

(b) The r e c e i v e r  may a p p ly  t o  a c o u r t  o u t s i d e  o f  t h e  s t a t e  fo r  

th e  r e l i e f  d e s c r ib e d  i n  (a) o f  t h i s  s e c t i o n .

(c) A  bond may n o t  be r e q u ir e d  o f  th e  d i r e c t o r  as a p r e r e q u i s i t e  

t o  i s s u in g  an i n j u n c t i o n  o r  r e s t r a i n i n g  o rd e r  under  t h i s  s e c t i o n .

* S e c .  61. AS 21.78.040 i s  amended b y  a d d in g  new pa ra g raphs  t o  read :

(11) has f a i l e d  t o  remove a p e rson  who, i n  f a c t ,  has execu ­

t i v e  a u t h o r i t y  i n  t h e  in s u r e r ,  w h e th e r  an o f f i c e r ,  manager, g en e ra l  

a g e n t ,  em p lo yee ,  o r  o th e r  p e rson , i f  t h e  p e rson  has been found  a f t e r  

n o t i c e  and h e a r in g  b y  th e  d i r e c t o r  t o  be  d i s h o n e s t  o r  u n t r u s tw o r th y  in  

a way a f f e c t i n g  th e  i n s u r e r 's  b u s in e s s ;

(12) a f t e r  demand b y  th e  d i r e c t o r  under AS 21.06.120 or 

under  t h i s  c h a p te r ,  has f a i l e d  t o  p ro m p t ly  make a v a i l a b l e  f o r  e x ­

a m in a t io n  i t s  own p r o p e r t y ,  books , a c c o u n ts ,  docum ents , o r  o th e r  

r e c o r d s ,  o r  th o s e  o f  a s u b s i d ia r y  o r  r e l a t e d  company w i t h i n  th e  c o n -

. I
t r o l  o f  t h e  in s u r e r ,  o r  th o s e  o f  a p e rson  h a v in g  e x e c u t i v e  a u t h o r i t y  ,

i
i n  t h e  i n s u r e r  so  f a r  as t h e y  p e r t a i n  t o  th e  in s u r e r ;

(13) has ,  w i t h i n  th e  p r e v io u s  f o u r  y e a r s ,  w i l f u l l y  v i o l a t e d  

i t s  c h a r t e r  o r  a r t i c l e s  o f  i n c o r p o r a t io n ,  i t s  b y la w s ,  an in su ra n ce  law 

o f  t h i s  s t a t e ,  o r  a v a l i d  o rd e r  o f  t h e  d i r e c t o r  is s u e d  under  t h i s

CSSB 212(L&C) -54-



t i t l e ;  o r

(14) has f a i l e d  t o  f i l e ,  w i t h i n  th e  t im e  a l l o w e d  b y  law , i t s  

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

w r i t t e n  demand .by th e  d i r e c t o r ,  has f a i l e d  t o  g i v e  an im m ed ia te  and 

a dequ a te  e x p la n a t i o n .

* S ec .  62. AS 21.78.040 i s  amended b y  a d d in g  a new s u b s e c t i o n  to  read :

(b) The d i r e c t o r  may a p p ly  t o  th e  c o u r t  f o r  an o rd e r  a p p o in t in g  

th e  d i r e c t o r  as r e c e i v e r  o f  a d o m e s t ic  i n s u r e r ,  and d i r e c t i n g  th e  

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

(1) th e r e  i s  r e a s o n a b le  cause  t o  b e l i e v e  t h a t  t h e r e  has 

been em bezz lem en t from th e  in s u r e r ,  w r o n g fu l  s e q u e s t r a t i o n  o r  d i v e r ­

s io n  o f  t h e  i n s u r e r 's  a s s e t s ,  f o r g e r y  o r  fr a u d  a f f e c t i n g  t h e  in s u r e r ,  

o r  o t h e r  i l l e g a l  con d u c t  i n ,  b y ,  o r  w i t h  r e s p e c t  t o  th e  in s u r e r  t h a t ,  

i f  e s t a b l i s h e d ,  wou ld  endanger a s s e t s  i n  an amount t h r e a t e n in g  th e  

s o l v e n c y  o f  t h e  i n s u r e r ;

(2) c o n t r o l  o f  t h e  in s u r e r ,  w h e th e r  b y  s t o c k  ow n ersh ip  or 

o t h e r w is e ,  and w h e th e r  d i r e c t  o r  i n d i r e c t ,  i s  i n  a p e rson  o r  persons 

found a f t e r  n o t i c e  and h e a r in g  t o  be  u n t r u s t w o r t h y ;

(3) a person  who, i n  f a c t ,  has e x e c u t i v e  a u t h o r i t y  in  th e  

in s u r e r ,  w h e th e r  an o f f i c e r ,  manager, g e n e r a l  a g e n t ,  d i r e c t o r  or 

t r u s t e e ,  em p lo yee ,  o r  o th e r  p e rso n ,  has r e fu s e d  t o  be exam ined  under 

o a th  b y  t h e  d i r e c t o r  c o n ce rn in g  t h e  i n s u r e r ' s  a f f a i r s ,  w h e th e r  in  t h i s  

s t a t e  o r  e ls e w h e r e ,  and a f t e r  r e a s o n a b le  n o t i c e  o f  t h e  f a c t  t h e  in s u r ­

e r  has f a i l e d  t o  p ro m p t ly  and e f f e c t i v e l y  t e r m in a t e  th e  employment and 

s t a t u s  o f  t h e  p e rson  and t h e  p e r s o n 's  i n f l u e n c e  on management.

* S ec .  63. AS 21.78.090 i s  amended b y  a d d in g  new s u b s e c t i o n s  t o  read :

(d) An o rd e r  is s u e d  under  t h i s  s e c t i o n  must r e q u i r e  an a cco u n t ­

in g  t o  t h e  c o u r t  b y  th e  r e c e i v e r .  A c c o u n t in g s  must be a t  t h e  i n ­

t e r v a l s  t h a t  t h e  c o u r t  s p e c i f i e s  i n  i t s  o rd e r .
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(e) F .n try  o f  an o rd e r  o f  r e h a b i l i t a t i o n  does n o t  c o n s t i t u t e  an 

a n t i c i p a t o r y  b reach  o f  c o n t r a c t s  o f  th e  i s s u e r .

( f )  A c o u r t  in  t h i s  s t a t e  b e fo r e  w h ich  an a c t io n  or  p vo ceed in g  

i s  pen d in g  in  w h ich  the  in s u r e r  i s  a p a r t y  or  in  wh ich  the  in s u r e r  i s  

o b l i g a t e d  to  d e fen d  a p a r t y ,  s h a l l  s t a y  the  a c t io n  or  p ro c e e d in g  when 

a r e h a b i l i t a t i o n  o rd e r  a g a in s t  th e  in s u r e r  i s  e n te r e d .  The s t a y  s h a l l  

be imposed f o r  t h a t  p e r io d  o f  t im e  n e c e s sa r y  fo r  the  r e c e i v e r  to  

o b ta in  p ro p e r  r e p r e s e n t a t i o n  and p rep a re  fo r  f u r t h e r  p ro c e e d in g s .  The 

r e c e i v e r  s h a l l  ta k e  a c t i o n  r e s p e c t in g  th e  pend ing  l i t i g a t i o n  t h a t  the  

r e c e i v e r  c o n s id e r s  n e c e s s a r y  in  th e  i n t e r e s t s  o f  j u s t i c e  and f o r  the 

p r o t e c t i o n  o f  c r e d i t o r s ,  p o l i c y h o l d e r s ,  and th e  p u b l i c .  The r e c e i v e r  

s h a l l  im m e d ia te ly  c o n s id e r  a l l  l i t i g a t i o n  p end ing  o u ts id e  t h i s  s t a t e ,  

and s h a l l  p e t i t i o n  the  c o u r ts  h a v in g  j u r i s d i c t i o n  o ve r  t h a t  l i t i g a t i o n  

f o r  s ta y s  i f  n e c e s s a r y  to  p r o t e c t  th e  e s t a t e  o f  th e  in s u r e r .

(g) A  s t a t u t e  o f  l i m i t a t i o n s  o r  d e fen se  o f  la ches  does n o t  run 

w i t h  r e s p e c t  to  an a c t i o n  b y  or  a g a in s t  an in s u r e r  be tw een  the  f i l i n g  

o f  a p e t i t i o n  f o r  a ppo in tm en t o f  a r e c e i v e r  f o r  the  in s u r e r  and the  

o rd e r  g r a n t in g  o r  d e n y in g  t h a t  p e t i t i o n .  An a c c io n  by  or a g a in s t  th e  

in s u r e r  t h a t  m ig h t  have  been  commenced when th e  p e t i t i o n  was f i l e d  may 

be commenced f o r  a t  l e a s t  60 days a f t e r  th e  o rd e r  o f  r e h a b i l i t a t i o n  i s  

e n te r e d  or  th e  p e t i t i o n  i s  d e n ie d .

(h) A  g u a r a n ty  a s s o c i a t i o n  or  f o r e i g n  g u a ra n ty  a s s o c i a t i o n  has 

s ta n d in g  to  appear  in  a c o u r t  p ro c e e d in g  c on cern in g  th e  r e h a b i l i t a t i o n  

o f  a d o m es t ic  in s u r e r  i f  th e  a s s o c i a t i o n  i s  or m igh t  become l i a b l e  to  

a c t  as a r e s u l t  o f  th e  r e h a b i l i t a t i o n .

*  Sec . 64. AS 21.78.100 i s  amended b y  a d d in g  new s u b s e c t io n s  to  r e a d :

(c )  An o rd e r  i s s u e d  under t h i s  s e c t i o n  must r e q u ir e  an a c c o u n t ­

in g  to  th e  c o u r t  b y  th e  r e c e i v e r .  A c c o u n t in g s  must be a t  the  i n ­

t e r v a l s  t h a t  th e  c o u r t  s p e c i f i e s  i n  i t s  o rd e r .
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(d) P o l i c i e s ,  o th e r  th a n  l i f e  o r  h e a l t h  in su r a n c e  o r  a n n u i t i e s ,  

in  e f f e c t  a t  th e  t im e  o f  is s u a n ce  o f  an o rd e r  o f  l i q u i d a t i o n  c o n t in u e  

in  f o r c e  o n l y  f o r  t h e  l e s s e r  o f

(1) a p e r io d  o f  30 da ys  a f t e r  t h e  d a t e  o f  e n t r y  o f  the

l i q u i d a t i o n  o r d e r ;

(2) th e  e x p i r a t i o n  o f  t h e  p o l i c y  c o v e r a g e ;

(3) th e  d a te  on w h ich  th e  in s u r e d  r e p la c e s  th e  in su ran ce

co ve ra g e  w i t h  e q u i v a l e n t  in su ra n ce  in  a n o th e r  i n s u r e r  o r  o th e rw is e

te r m in a te s  th e  p o l i c y ;  o r

(4) th e  d a te  on w h ich  t h e  r e c e i v e r  e f f e c t s  a t r a n s f e r  o f  

th e  p o l i c y  o b l i g a t i o n  t o  a s o l v e n t  assum ing in s u r e r .

(e) Fo r  pu rposes  o f  any o th e r  p r o v i s i o n  o f  la w ,  an o rd e r  o f  

l i q u i d a t i o n  t e r m in a te s  p o l i c y  co v e ra g e  a t  th e  t im e  s p e c i f i e d  in  (d) o f  

t h i s  s e c t i o n .

( f )  A  p o l i c y  o f  l i f e ,  h e a l t h  in s u r a n c e ,  o r  a n n u i t i e s ,  i n  e f f e c t  

a t  t h e  t im e  an o rd e r  o f  l i q u i d a t i o n  i s  i s s u e d ,  c o n t in u e s  in  f o r c e  fo r  

th e  p e r io d  and under  th e  te rm s  p r o v id e d  f o r  b y  an a p p l i c a b l e  g u a ra n ty  

a s s o c i a t i o n  o r  f o r e i g n  g u a r a n ty  a s s o c i a t i o n .

(g) A  p o l i c y  o f  l i f e ,  h e a l t h  in s u r a n c e ,  o r  a n n u i t i e s ,  and any 

p e r io d  o f  c o v e ra g e  n o t  c o v e r e d  b y  a g u a r a n ty  a s s o c i a t i o n  o r  f o r e ig n  

g u a r a n ty  a s s o c i a t i o n  t e r m in a te s  as p r o v id e d  i n  (d) and (e) o f  t h i s  

s e c t i o n .

(h) Upon is s u a n c e  o f  an o rd e r  a p p o in t in g  a r e c e i v e r  o f  a domes­

t i c  in s u r e r  o r  o f  an a l i e n  i n s u r e r  d o m ic i l e d  i n  t h i s  s t a t e ,  an a c t io n  

may n o t  be  b rou g h t  a g a in s t  th e  i n s u r e r  o r  r e c e i v e r ,  w h e th e r  i n  t h i s  

s t a t e  o r  e ls e w h e r e ,  and an e x i s t i n g  a c t i o n  may n o t  be m a in ta in e d  or  

f u r t h e r  p r e s e n te d  a f t e r  is s u a n c e  o f  an o r d e r .  A  c o u r t  o f  t h i s  s t a t e  

s h a l l  g i v e  f u l l  f a i t h  and c r e d i t  t o  an i n j u n c t i o n  a g a in s t  th e  r e c e i v e r  

o r  t h e  company, o r  a g a in s t  t h e  c o n t i n u a t i o n  o f  an e x i s t i n g  a c t io n
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a g a in s t  th e  r e c e i v e r  o r  th e  company, i f  an i n j u n c t i o n  i s  in c lu d e d  in 

an o rd e r  t o  l i q u i d a t e  an in s u r e r  t h a t  i s  i s s u e d  under  co r respon d in g  

p r o v i s i o n s  i n  a n o th e r  s t a t e .  I f ,  i n  t h e  r e c e i v e r ' s  judgm en t, p r o t e c ­

t i o n  o f  th e  e s t a t e  o f  th e  in s u r e r  n e c e s s i t a t e s  i n t e r v e n t i o n  in  an

a c t i o n  a g a in s t  th e  in s u r e r  t h a t  i s  p en d in g  o u t s id e  t h i s  s t a t e ,  the 

r e c e i v e r  may in t e r v e n e  in  th e  a c t i o n .  The  r e c e i v e r  may de fen d  an 

a c t i o n  in  w h ich  th e  r e c e i v e r  i n t e r v e n e s  under  t h i s  s e c t i o n  a t  th e

expense  o f  th e  e s t a t e  o f  th e  in s u r e r .

( i )  The r e c e i v e r  may, w i t h i n  two y e a r s  a f t e r  an o rd e r  f o r  l i q ­

u i d a t i o n ,  o r  w i t h i n  t h e  a d d i t i o n a l  t im e  t h a t  a p p l i c a b l e  law  p e rm i ts ,  

i n s t i t u t e  an a c t i o n  o r  p ro c e e d in g  on b e h a l f  o f  th e  e s t a t e  o f  th e

in s u r e r  i f  t h e  p e r io d  o f  l i m i t a t i o n  a p p l i c a b l e  t o  th e  a c t i o n  o r  p ro ­

c e e d in g  f i x e d  b y  law  has n o t  e x p i r e d  a t  t h e  t im e  o f  t h e  f i l i n g  o f  th e

p e t i t i o n  upon w h ich  t h e  l i q u i d a t i o n  o rd e r  i s  e n t e r e d .  I f ,  b y  a g ree ­

m ent, a p e r io d  o f  l i m i t a t i o n  i s  f i x e d  f o r  i n s t i t u t i n g  a s u i t  o r  p ro ­

c e e d in g  upon a c la im ,  o r  f o r  f i l i n g  a c la im ,  p r o o f  o f  c la im ,  p ro o f  o f  

l o s s ,  demand, o r  n o t i c e ,  o r  i f  in  a j u d i c i a l  o r  o th e r  p ro c e e d in g  a 

p e r io d  o f  l i m i t a t i o n  i s  f i x e d ,  e i t h e r  i n  th e  p ro c e e d in g  o r  by  a p n l i c a -  

b l e  la w , f o r  t a k in g  an a c t i o n ,  f i l i n g  a c la im  o r  p l e a d in g ,  o r  do in g  an 

a c t ,  and i f  t h e  p er . *>d had n o t  e x p i r e d  as o f  t h e  d a te  o f  t h e  f i l i n g  o f  

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

e s t a t e ,  t a k e  an a c t i o n  o r  do an a c t ,  r e q u ir e d  o f  o r  p e r m i t t e d  t o  the  

i n s u r e r ,  w i t h i n  a p e r io d  o f  180 da ys  a f t e r  th e  e n t r y  o f  an o rd e r  fo r

l i q u i d a t i o n ,  o r  w i t h i n  a lo n g e r  p e r i o d  t h a t  i s  shown t o  th e  s a t i s f a c ­

t i o n  o f  t h e  c o u r t  n o t  t o  be u n f a i r l y  p r e j u d i c i a l  t o  t h e  o th e r  p a r t y .

( j )  A  s t a t u t e  o f  l i m i t a t i o n s  o r  d e fe n s e  o f  la c h e s  does n o t  run 

w i t h  r e s p e c t  t o  an a c t i o n  a g a in s t  an in s u r e r  be tw een  th e  f i l i n g  o f  a 

p e t i t i o n  f o r  l i q u i d a t i o n  a g a in s t  an in s u r e r  and th e  d e n i a l  o f  the 

p e t i t i o n .  An a c t i o n  a g a in s t  t h e  in s u r e r  t h a t  m ig h t  have  been 
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commenced when th e  p e t i t i o n  was f i l e d  may be commenced f o r  a t  l e a s t  60 

days  a f t e r  t h e  p e t i t i o n  i s  d e n ie d .

(k) A  g u a r a n ty  a s s o c i a t i o n  o r  f o r e ig n  g u a r a n ty  a s s o c i a t i o n  has 

s ta n d in g  t o  a ppear  in  a c o u r t  p ro c e e d in g  c o n c e rn in g  th e  l i q u i d a t i o n  o f  

an in s u r e r  i f  t h e  a s s o c i a t i o n  i s ,  o r  m ig h t  become, l i a b l e  t o  a c t  as a 

r e s u l t  o f  th e  l i q u i d a t i o n .

* S ec .  65. AS 21.78.130 i s  amended b y  a d d in g  new s u b s e c t i o n s  t o  read :

(g) I f  i t  appears  t o  th e  r e c e i v e r  t h a t  th e r e  has been a v i o ­

l a t i o n  o f  c i v i l  o r  c r im in a l  la w ,  o r  b rea ch  o f  a cc. i t r a c t u a l  o r  f i d u c i ­

a r y  o b l i g a t i o n  d e t r im e n t a l  t o  th e  in s u r e r  b y  an o f f i c e r ,  manager,

a g e n t ,  b r o k e r ,  em p lo yee ,  o r  o th e r  p e rso n ,  th e  r e c e i v e r  may pursue a l l  

a p p r o p r ia t e  l e g a l  rem ed ies  on b e h a l f  o f  t h e  i n s u r e r .

(h) I f  t h e  r e c e i v e r  d e te rm in e 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 i d a ­

t i o n ,  c o n v e r s io n ,  r e in s u r a n c e ,  m erger , o r  o th e r  t r a n s fo r m a t io n  o f  th e  

in s u r e r  i s  a p p r o p r i a t e ,  t h e  r e c e i v e r  s h a l l  p re p a re  a p la n  t o  implement 

t h e  chan ges . Upon a p p l i c a t i o n  o f  t h e  r e c e i v e r  f o r  a p p r o v a l  o f  the  

p la n ,  and a f t e r  th e  n o t i c e  and h e a r in g s  t h a t  th e  c o u r t  p r e s c r ib e s ,  th e  

c o u r t  may e i t h e r  a pp ro ve  o r  d is a p p r o v e  th e  p la n  p ro p o sed ,  o r  may 

m o d i f y  i t  and a o o ro ve  i t  as m o d i f i e d .  A  p la n  a pp ro ved  under t h i s  

s e c t i o n  must b e ,  i n  t h e  judgm ent o f  t h e  c o u r t ,  f a i r  and e q u i t a b l e  to  

a l l  p a r t i e s  c on ce rn ed .  I f  t h e  p la n  i s  a p p ro ved ,  t h e  r e c e i v e r  s h a l l  

c a r r y  o u t  t h e  p l a n .  I n  t h e  case  o f  a l i f e  in s u r e r ,  th e  p la n  proposed 

may in c l u d e  th e  im p o s i t i o n  o f  l i e n s  upon th e  p o l i c i e s  o f  t h e  company, 

i f  a l l  r i g h t s  o f  s h a r e h o ld e r s  a re  f i r s t  r e l i n q u i s h e d .  A  p la n  f o r  a 

l i f e  i n s u r e r  may a l s o  p ropose  im p o s i t i o n  o f  a m ora tor ium  upon lo a n  and 

cash s u r r e n d e r  r i g h t s  under  p o l i c i e s ,  f o r  th e  p e r i o d ,  and t o  the  

e x t e n c ,  c o n s id e r e d  n e c e s s a r y .

( i )  I f  t h e  p r o p e r t y  o f  t h e  in s u r e r  does n o t  c o n ta in  s u f f i c i e n t  

cash o r  l i q u i d  a s s e t s  t o  d e f r a y  th e  c o s t s  in c u r r e d ,  t h e  d i r e c t o r  may
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advance  th e  c o s t s  in c u r r e d  o u t  o f  an a p p r o p r i a t i o n  to  th e  d i v i s i o n  fo r  

t h a t  p u rpose . Amounts advanced  f o r  e xpenses  o f  a d m in i s t r a t i o n  must be 

r e p a id  t o  th e  s t a t e  o u t  o f  t h e  f i r s t  a v a i l a b l e  money o f  th e  in s u r e r .

( j )  The r e c e i v e r  may

(1) h o ld  h e a r in g s ,  subpoena w i tn e s s e s  t o  compel t h e i r

a t t e n d a n c e ,  a d m in is t e r  o a th s ,  exam ine  a p e rson  under o a th ,  and compel 

a pe rson  t o  s u b s c r ib e  t o  th e  p e r s o n 's  t e s t im o n y  a f t e r  i t  has been 

c o r r e c t l y  reduced  t o  w r i t i n g ,  and may r e q u i r e  th e  p r o d u c t io n  o f  books, 

p a p e rs ,  r e c o r d s ,  o r  o th e r  documents t h a t  t h e  r e c e i v e r  d e te rm in e s  are 

r e l e v a n t  t o  th e  i n q u i r y ;

(2) remove r e c o rd s  and p r o p e r t y  o f  th e  in s u r e r  t o  the  

o f f i c e s  o f  t h e  d i r e c t o r  o r  t o  a n o th e r  p l a c e  t h a t  i s  c o n v e n ie n t  f o r  the  

pu rposes  o f  e f f i c i e n t  and o r d e r l y  e x e c u t i o n  o f  th e  l i q u i d a t i o n ;  a 

g u a ra n ty  a s s o c i a t i o n  o r  a f o r e ig n  g u a ra n ty  a s s o c i a t i o n  s h a l l  be a l l o w ­

ed r e a so n a b le  a ccess  t o  th e  r e c o rd s  o f  t h e  in s u r e r  t h a t  i s  n e c e s sa ry  

f o r  th e  a s s o c i a t i o n  t o  c a r r y  o u t  i t s  s t a t u t o r y  o b l i g a t i o n s ;

(3) i n t e r v e n e  in  a p r o c e e d in g ,  w h e re ve r  i n s t i t u t e d ,  t h a t

m ig h t  l e a d  t o  th e  a p p o in tm en t  o f  a r e c e i v e r  o r  t r u s t e e ,  and may a c t  as 

t h e  r e c e i v e r  o r  t r u s t e e  i f  t h e  a p p o in tm en t  i s  o f f e r e d ;

(4) e n t e r  i n t o  agreem en ts  w i t h  a r e c e i v e r  o r  com m issioner 

o f  a n o th e r  s t a t e  r e l a t i n g  t o  th e  r e h a b i l i t a t i o n ,  l i q u i d a t i o n ,  co n se r ­

v a t i o n ,  o r  d i s s o l u t i o n  o f  an in s u r e r  d o in g  b u s in e s s  in  b o th  t h i s  s t a t e  

and th e  o th e r  s t a t e .

* S e c .  66. AS 21 .78 .170(c) i s  r e p e a le d  and r e e n a c te d  t o  r e a d :

(c) I f  a c la im  i s  d e n ie d  in  w h o le  o r  i n  p a r t  b y  th e  r e c e i v e r ,  

w r i t t e n  n o t i c e  o f  t h e  d e t e r m in a t i o n  s h a l l  be  g i v e n  t o  t h e  c la im a n t  or 

th e  c l a i m a n t 's  a t t o r n e y  b y  f i r s t  c l a s s  m a i l  a t  t h e  a dd ress  shown in  

th e  p r o o f  o f  c la '.m . An o b j e c t i o n  b y  th e  c la im a n t  must be f i l e d  w i th  

th e  r e c e i v e r  w i t h i n  60 days  a f t e r  t h e  d a t e  o f  m a i l in g  o f  th e  n o t i c e .
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I f  an o b j e c t i o n  i s  n o t  f i l e d ,  th e  c la im a n t  may n o t  o b j e c t  t o  the  

d e t e r m in a t i o n .

* S ec .  67. AS 21 .78 .170(d) i s  r e p e a le d  and r e e n a c te d  t o  r e a d :

(d) I f  an o b j e c t i o n  i s  f i l e d  w i t h  th e  r e c e i v e r  and th e  r e c e i v e r  

does  n o t  a l t e r  th e  d e n ia l  o f  t h e  c la im  as a r e s u l t  o f  th e  o b j e c t i o n ,  

th e  r e c e i v e r  s h a l l  ask  th e  c o u r t  f o r  a h e a r in g  as soon as p r a c t i c a b l e  

and g i v e  n o t i c e  o f  t h e  h e a r in g  b y  f i r s t  c l a s s  m a i l  t o  th e  c la im a n t  or 

th e  c l a i m a n t 's  a t t o r n e y  and t o  any  o t h e r  person  d i r e c t l y  a f f e c t e d ,  not 

l e s s  th a n  10 nor more th a n  30 d a y s  b e f o r e  th e  d a te  o f  th e  h e a r in g .

* S ec .  68. AS 21.78.170 i s  amended b y  a dd in g  new s u b s e c t io n s  t o  read :

(e) A c la im  need n o t  be c o n s id e r e d  o r  a l lo w e d  i f  i t  does  not 

c o n ta in  a l l  t h e  in fo r m a t io n  in  (a) o f  t h i s  s e c t i o n  t h a t  m igh t  be 

a p p l i c a b l e .  The r e c e i v e r  may r e q u i r e  t h a t  a p r e s c r ib e d  form be used 

and may r e q u i r e  t h a t  o th e r  in fo r m a t io n  and documents be in c lu d e d .

( f )  A t  any  t im e ,  th e  r e c e i v e r  may r e q u e s t  t h e  c la im a n t  t o  p re ­

s e n t  in fo r m a t io n  o r  e v id e n c e  su p p le m e n ta ry  t o  t h a t  r e q u i r e d  under (a) 

o f  t h i s  s e c t i o n ,  and may t a k e  t e s t im o n y  under  o a th ,  r e q u i r e  p ro d u c t io n  

o f  a f f i d a v i t s  o r  d e p o s i t i o n s ,  o r  o th e r w is e  o b t a in  a d d i t i o n a l  in fo rm a ­

t i o n  o r  e v id e n c e .

(g) A  judgm ent o r  o rd e r  a g a in s t  an in s u r e d  o r  th e  in s u r e r  en­

t e r e d  a f t e r  th e  d a te  o f  f i l i n g  o f  a s u c c e s s fu l  p e t i t i o n  f o r  l i q u i d a ­

t i o n ,  and a judgm ent o r  o rd e r  a g a in s t  an in su r e d  o r  th e  in s u r e r  en ­

t e r e d  a t  any  t im e  b y  d e f a u l t  o r  b y  c o l l u s i o n ,  need  n o t  be  c o n s id e re d  

as e v id e n c e  o f  l i a b i l i t y  o r  t h e  amount o f  damages. A judgm en t or 

o rd e r  a g a in s t  an in s u r e d  o r  t h e  in s u r e r  e n te r e d  w i t h i n  th e  f o u r  months 

b e fo r e  t h e  f i l i n g  o f  t h e  p e t i t i o n  need n o t  be c o n s id e r e d  e v id e n c e  o f  

l i a b i l i t y  o r  o f  t h e  amount o f  damages.

(h) A c la im  o f  a g u a r a n ty  a s s o c i a t i o n  o r  f o r e i g n  g u a r a n ty  a sso ­

c i a t i o n  s h a l l  be i n  t h e  form  and c o n ta in  th e  s u b s t a n t i a t i o n  agreed  to
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I

by th e  a s s o c i a t i o n  and th e  r e c e i v e r .

* S ec .  69. AS 21 .78 .180(d) i s  r e p e a le d  and r e e n a c te d  t o  r e a d :

(d) The d e t e r m in a t i o n  o f  t h e  v a lu e  o f  a s e c u r i t y  h e ld  by a 

secu red  c r e d i t o r  s h a l l  be under th e  s u p e r v i s i o n  and c o n t r o l  o f  the  

c o u r t ,  w i t h  due reg a rd  f o r  recom m endations made by  th e  r e c e i v e r .  The 

v a lu e  d e te rm in ed  must be c r e d i t e d  upon th e  s e cu re d  c la im ,  and a d e f i ­

c i e n c y  must ba t r e a t e d  as an unsecured  c la im .  I f  th e  c la im a n t  su r ren ­

d e r s  th e  s e c u r i t y  t o  th e  r e c e i v e r ,  th e  e n t i r e  c la im  s h a l l  be a l lo w e d  

as i f  un secu red . The v a lu e  o f  a s e c u r i t y  h e ld  b y  a s e cu re d  c r e d i t o r  

must be d e te rm in ed  in  one o f  th e  f o l l o w i n g  w a ys ,  as t h e  c o u r t  d i r e c t s :

(1) b y  c o n v e r t in g  t h e  s e c u r i t y  i n t o  money a c c o r d in g  to  th e  

term s o f  th e  agreem en t under w h ich  th e  s e c u r i t y  was d e l i v e r e d  to  th e  

c r e d i t o r ;  o r

(2) by  agreem en t, a r b i t r a t i o n ,  com prom ise, o r  l i t i g a t i o n  

be tw een  th e  c r e d i t o r  and th e  r e c e i v e r .

* S e c .  70. AS 21.78.180 i s  amended b y  a d d in g  a new s u b s e c t i o n  t o  read :

(e) I f  a c r e d i t o r ,  whose c la im  a g a in s t  an in s u r e r  i s  s ecu red  in  

who le  o r  i n  p a r t  b y  th e  u n d e r ta k in g  o f  a n o th e r  p e rso n ,  f a i l s  t o  p rove  

and f i l e  t h a t  c la im ,  t h e  o th e r  p e rso n  may do so i n  t h e  c r e d i t o r ' s  

name, and i s  s u b ro g a te d  t o  t h e  r i g h t s  o f  t h e  c r e d i t o r ,  w h e th e r  the. 

c la im  was f i l e d  b y  t h e  c r e d i t o r  o r  b y  t h e  o t h e r  p e rso n  in  t h e  c r e d i ­

t o r ' s  name, t o  t h e  e x t e n t  t h a t  t h e  o th e r  p e rson  d i s c h a r g e s  th e  un­

d e r t a k in g .  I n  th e  absence  o f  an agreem en t w i t h  t h e  c r e d i t o r ,  th e  

o th e r  p e rson  i s  n o t  e n t i t l e d  t o  a d i s t r i b u t i o n  u n t i l  t h e  amount p a id  

t o  th e  c r e d i t o r  on th e  u n d e r ta k in g  p lu s  t h e  d i s t r i b u t i o n s  p a id  on th e  

c la im  from th e  i n s u r e r 's  e s t a t e  t o  t h e  c r e d i t o r  e q u a ls  th e  amount o f  

t h e  e n t i r e  c la im  o f  t h e  c r e d i t o r .  An y  e x c e s s  r e c e i v e d  b y  th e  c r e d i t o r  

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

s u b s e c t i o n ,  " o t h e r  p e r s o n "  does n o t  i n c l u d e  a g u a r a n ty  a s s o c i a t i o n  or
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1 f o r e i g n  g u a r a n ty  a s s o c i a t i o n .

I 2 * S e c .  71. AS 21 .78 .200(a) i s  amended t o  r ead :

3 (a) AS 21 .78.020. 21.78.030. 21.78.130 -  21.78.190 and AS 2 1 . -

4 78.330(21 -  (51 (21.78.330(11 -  (511 and (71 -  (131 c o n s t i t u t e  and may

5 be r e f e r r e d  t o  as th e  U n ifo rm  In s u r e r s  L i q u i d a t i o n  A c t .

6 * S e c .  72. AS 21.78.250 i s  r e p e a le d  and r e e n a c te d  t o  read :

7 Sec .  21 .78 .250. FRAUDULENT TRANSFERS BEFORE P E T IT IO N .  (a) A

1 0
t r a n s f e r  made, o r  an o b l i g a t i o n  in c u r r e d ,  b y  an in s u r e r  w i t h i n  one

9 y e a r  b e f o r e  t h e  f i l i n g  o f  a s u c c e s s fu l  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  or

10 l i q u i d a t i o n  under  t h i s  c h a p te r  i s  f r a u d u le n t  as t o  th e n  e x i s t i n g  and

11 fu tu r e  c r e d i t o r s  i f  made o r  in c u r r e d  w i t h o u t  f a i r  c o n s id e r a t i o n ,  or

12 w i t h  a c t u a l  i n t e n t  t o  h in d e r ,  d e l a y ,  o r  d e f r a u d  e i t h e r  e x i s t i n g  or

13
fu t u r e  c r e d i t o r s .  A  t r a n s f e r  made, o r  an o b l i g a t i o n  in c u r r e d ,  b y  an

14
in s u r e r  o rd e r e d  t o  be r e h a b i l i t a t e d  o r  l i q u i d a t e d  under t h i s  c h ap te r

15
1

t h a t  i s  f r a u d u l e n t  under  t h i s  s e c t i o n ,  may be a vo id e d  b y  th e  r e c e i v e r ,

,6 ! u n le s s  t h e  t r a n s f e r  o r  o b l i g a t i o n  was t o  a p e rso n  who in  good f a i t h  i s

17
a p u rc h a se r ,  l i e n o r ,  o r  o b l i g e e  f o r  a p r e s e n t  f a i r  e q u i v a l e n t  v a lu e .

18
A p u rc h a se r ,  l i e n o r ,  o r  o b l i g e e ,  who i n  good f a i t h  has g i v e n  a c o n s id ­

19
e r a t i o n  l e s s  th a n  f a i r  f o r  th e  t r a n s f e r ,  l i e n ,  o r  o b l i g a t i o n  may

20
r e t a i n  t h e  p r o p e r t y ,  l i e n ,  o r  o b l i g a t i o n  as s e c u r i t y  f o r  repaym ent.

! 21 The c o v r t  may, on due n o t i c e ,  o rd e r  a t r a n s f e r  o r  o b l i g a t i o n  t o  be

jj 22
p r e s e r v e d  f o r  t h e  b e n e f i t  o f  t h e  e s t a t e ,  and in  t h a t  e v e n t ,  th e  r e ­

23
c e i v e r  s h a l l  su cceed  t o  and may e n fo r c e  th e  r i g h t s  o f  t h e  p u rchaser ,

24
l i e n o r ,  o r  o b l i g e e .

25
(b) A  t r a n s f e r

26
(1) o f  p r o p e r t y  o ch er  th a n  r e a l  p r o p e r t y  i s  c o n s id e r e d  to

27
be made when i t  becomes so f a r  p e r f e c t e d  t h a t  no subsequ en t l i e n

28
o b t a in a b l e  b y  l e g a l  o r  e q u i t a b l e  p ro c e e d in g s  on a s im p le  c o n t r a c t

29
c o u ld  become s u p e r io r  t o  th e  r i g h t s  o f  t h e  t r a n s f e r e e  under
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3

1 AS 21 .78 .252;

2 (2) o f  r e a l  p r o p e r t y  i s  c o n s id e r e d  t o  be made when i t

becomes so f a r  p e r f e c t e d  t h a t  no subsequ en t bona f i d e  p u rch ase r  from

4 th e  in s u r e r  c o u ld  o b t a in  r i g h t s  s u p e r io r  t o  th e  r i g h t s  o f  th e  t r a n s -

5 f e r e e ;

6 (3) t h a t  c r e a t e s  an e q u i t a b l e  l i e n  i s  n o t  c o n s id e r e d  t o  be

p e r f e c t e d  i f  t h e r e  a re  a v a i l a b l e  means b y  w h ich  a l e g a l  l i e n  c ou ld  be7

8 c r e a t e d ;

9 (4) n o t  p e r f e c t e d  b e fo r e  th e  f i l i n g  o f  a p e t i t i o n  f o r

;o

11

12

13

14

15

16

17

18

19

20
f

21

22

23

24

25

26

27

28 

29

l i q u i d a t i o n  i s  c o n s id e r e d  t o  be  made im m e d ia te ly  b e f o r e  th e  f i l i n q  o f  

th e  s u c c e s s fu l  p e t i t i o n .

(c) The p r o v i s i o n s  o f  (b) o f  t h i s  s e c t i o n  a p p l y  w h e th e r  o r  no t  

th e r e  i s  o r  was a c r e d i t o r  who m igh t ha ve  o b ta in e d  a l i e n  o r  a person 

who m ig h t  have  become a bona f i d e  p u rc h a se r .

(d) A  t r a n s a c t i o n  o f  t h e  in s u r e r  w i t h  a r e i n s u r e r  i s  c o n s id e re d  

f r a u d u l e n t  and may be  a v o id e d  b y  th e  r e c e i v e r  under  (a) o f  t h i s  s e c ­

t i o n  i f

(1) t h e  t r a n s a c t i o n  c o n s i s t s  o f  t h e  t e r m in a t i o n ,  a d j u s t ­

ment, o r  s e t t l e m e n t  o f  a r e in s u r a n c e  c o n t r a c t  i n  w h ich  th e  r e in s u r e r  

i s  r e l e a s e d  from a p a r t  o f  i t s  d u t y  t o  pa y  th e  o r i g i n a l l y  s p e c i f i e d  

sh a re  o f  lo s s e s  t h a t  o c c u r r ed  b e f o r e  th e  t im e  o f  th e  t r a n s a c t i o n ,  

u n le s s  t h e  r e i n s u r e r  g i v e s  a p r e s e n t  f a i r  e q u i v a l e n t  v a lu e  f o r  the  

r e l e a s e ;  and

(2) a p a r t  o f  t h e  t r a n s a c t i o n  to o k  p l a c e  w i t h i n  one y e a r  

b e fo r e  t h e  d a te  o f  f i l i n g  o f  t h e  p e t i t i o n  th rou g h  w h ich  th e  r e c e i v e r ­

s h ip  was commenced.

* S ec . 73. AS 21.78 i s  amended b y  a d d in g  new s e c t i o n s  t o  r e a d :

S e c .  21 .78.251. FRAUDULENT TRANSFER AFTER P E T IT IO N .  (a) A f t e r  

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  has been f i l e d ,  a 
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t r a n s f e r  o f  t h e  r e a l  p r o p e r t y  o f  t h e  i n s u r e r  made t o  a person  a c t in g  

in  good f a l ^ h  i s  v a l i d  a g a in s t  th e  r e c e i v e r  i f  made f o r  a p r e s e n t  f a i r  

e q u i v a l e n t  v a l u e ,  o r ,  i f  n o t  made ’o r  a p r e s e n t  f a i r  e q u i v a l e n t  v a lu e ,  

th en  t o  th e  e x t e n t  o f  t h e  p r e s e n t  c o n s id e r a t i o n  a c t u a l l y  p a id ,  fo r  

w h ich  amount th e  t r a n s f e r e e  has a l i e n  on t h e  p r o p e r t y  t r a n s f e r r e d .  

The commencement o f  a p ro c e e d in g  in  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  i s  

c o n s t r u c t i v e  n o t i c e  upon th e  r e c o r d in g  o f  a cop y  o f  th e  p e t i t i o n  f o r ,  

c r  o rd 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  w i t h  th e  r e c o r d e r  o f  deeds 

in  t h e  j u r i s d i c t i o n  where th e  r e a l  p r o p e r t y  i n  q u e s t io n  i s  lo c a t e d .  

The e x e r c i s e  b y  a c o u r t  o f  t h e  U n i t e d  S t a t e s ,  o r  any s t a t e  o r  j u r i s ­

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

t h e  in s u r e r  i n  any c o u n ty  o r  borough in  any  s t a t e  i s  n o t  im p a ired  by 

th e  pendency  o f  a p ro c e e d in g  u n le s s  th e  copy  i s  re co rd e d  in  th e  coun ty  

o r  borough b e fo r e  th e  consummation o f  th e  j u d i c i a l  s a l e .

(b) A f t e r  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  has been 

f i l e d ,  and b e f o r e  e i t h e r  t h e  r e c e i v e r  ta k e s  p o s s e s s io n  o f  th e  p r o p e r t y  

o f  t h e  i n s u r e r  o r  an 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  i s  g ran ­

t e d ,

(1) a t r a n s f e r  o f  any  o f  th e  p r o p e r t y  o f  t h e  in s u r e r ,  o th e r  

th a n  r e a l  p r o p e r t y ,  made t o  a p e rso n  a c t i n g  i n  good f a i t h  i s  v a l i d  

a g a in s t  t h e  r e c e i v e r  if made f o r  a p r e s e n t  f a i r  e q u i v a l e n t  v a lu e ,  o r , 

i f  n o t  made f o r  ~ ± ±r  e q u i v a l e n t  v a l u e ,  th e n  t o  t h e  e x t e n t  o f  che 

p r e s e n t  c o n s id e r a t i o n  a c t u a l l y  p a id ,  f o r  w h ich  amount t h e  t r a n s f e r e e  

has a l i e n  on t h e  p r o p e r t y  t r a n s f e r r e d ;

(?.) a p e rson  in d e b t e d  t o  th e  i n s u r e r  o r  h o ld in g  p r o p e r t y  o f  

th e  in s u r e r  may, i f  a c t i n g  in  good f a i t h ,  pay  th e  in d e b ted n e s s  or  

d e l i v e r  t h e  p r o p e r t y ,  o r  any  p a r t  o f  i t ,  t o  t h e  in s u r e r  o r  upon th e  

i n s u r e r 's  o r d e r ,  w i t h  t h e  same e f f e c t  as i f  th e  p e t _ t i o n  were not 

p e n d in g ;
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1 (3) a pers.on h a v in g  a c t u a l  know ledge  o f  th e  p en d in g  reh a ­

2 b i l i t a t i o n  o r  l i q u i d a t i o n  i s  c o n s id e r e d  n o t  t o  have  a c t e d  in  good

3 f a i t h ;

4 (4) a p e rson  a s s e r t i n g  th e  v a l i d i t y  o f  a t r a n s f e r  under

5 t h i s  s e c t i o n  has t h e  burden  o f  p r o o f .

6 (c) E x c e p t  as o th e r w is e  p r o v id e d  in  t h i s  s e c t i o n ,  a t r a n s f e r  by

7 o r  on b e h a l f  o f  t h e  in s u r e r  a f t e r  t h e  d a te  o f  t h e  p e t i t i o n  f o r  l i q ­

8 u id a t i o n  b y  a pe rson  t h e r  than  t h e  r e c e i v e r  i s  n o t  v a l i d  a g a in s t  the

9 r e c e i v e r .

10 (d) N o th in g  i n  t h i s  s e c t i o n  im p a ir s  th e  n e g o t i a b i l i t y  o f  c u r re n ­

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

12 S ec .  21 .78.252. VOIDABLE PREFERENCES AND L IE N S .  (a) A t r a n s f e r

13 o f  p r o p e r t y  o f  an in s u r e r  t o  o r  f o r  th e  b e n e f i t  o f  a c r e d i t o r ,  f o r  or

14 on a cco u n t  o f  an a n te c e d e n t  d e b t ,  made b y  th e  in s u r e r  w i t h i n  one y e a r

15 b e fo r e  th e  f i l i n g  o f  a s u c c e s s fu l  p e - i t i o n  f o r  l i q u i d a t i o n  under  t h i s

16
c h a p te r ,  t h e  e f f e c t  o f  w h ich  m igh t be t o  e n a b le  th e  c r e d i t o r  t o  o b ta in

17
a g r e a t e r  p e r c e n ta g e  o f  th e  d e b t  th a n  a n o th e r  c r e d i t o r  o f  t h e  same

18
c l a s s  w ou ld  r e c e i v e  i s  c o n s id e r e d  a p r e f e r e n c e .  I f  a l i q u i d a t i o n

19
o r d e : i s  e n t e r e d  w h i l e  t h e  in s u r e r  i s  a l r e a d y  s u b j e c t  t o  a r e h a b i l i t a ­

20
t i o n  o rd e r ,  th e n  a t r a n s f e r  i s  c o n s id e r e d  a p r e f e r e n c e  i f  i t  i s  made

21
w i t h i n  one y e a r  b e f o r e  th e  f i l i n g  o f  t h e  s u c c e s s f u l  p e t i t i o n  fo r

22
r e h a b i l i t a t i o n ,  o r  w i t h i n  two  y e a r s  b e f o r e  t h e  f i l i n g  o f  t h e  s u c c e s s ­

23
f u l  p e t i t i o n  f o r  l i q u i d a t i o n ,  w h ic h e v e r  t im e  i s  s h o r t e r .

24
(b) A  p r e f e r e n c e  may be a v o id e d  b y  t h e  r e c e i v e r  i f

25
(1) t h e  in s u r e r  was i n s o l v e n t  a t  t h e  t im e  o f  t h e  t r a n s f e r ;

26
(2) th e  t r a n s f e r  was made w i t h i n  t h e  f o u r  months b e fo r e  the

27
f i l i n g  o f  t h e  p e t i t i o n ;

28
(3) t h e  c r e d i t o r  r e c e i v i n g  i t  o r  t o  be b e n e f i t e d  b y  i t  or

29
th e  c r e d i t o r ' s  a g e n t  had, a t  t h e  t im e  th e  t r a n s f e r  was made,
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1 re a so n a b le  cause to  b e l i e v <  t h a t  th e  in s u r e r  was i n s o l v e n t  o r  was

2 abou t t o  become i n s o l v e n t ?  o r

3 (4) th e  c r e d i t o r  r e c e i v i n g  i t  was an o f f i c e r ,  o r  was an

4 em p loyee , a t t o r n e y ,  o r  o th e r  p e rson  who a c t e d  in  t h a t  c a p a c i t y  whe ther

5 or  n o t  th e  c r e d i t o r  h e ld  such a p o s i t i o n ,  o r  was a s h a r e h o ld e r  h o ld in g

6 d i r e c t l y  o r  i n d i r e c t l y  more th an  f i v e  p e r c e n t  o f  a c l a s s  o f  an e q u i t y

7 s e c u r i t y  is s u e d  b y  th e  in s u r e r ,  o r  w j s  a n o th e r  p e rso n ,  f i r m ,  c o rp o ra ­

8 t i o n ,  a s s o c i a t i o n ,  o r  group o f  p e rsons  w i t h  whom th e  in s u r e r  d id  not

9 d e a l  a t  a rm 's  le n g th .

10 (c) I f  a p r e f e r e n c e  i s  v o i d a b l e ,  th e  r e c e i v e r  may r e c o v e r  the

11 p r o p e r t y  o r ,  i f  i t  has been c o n v e r t e d ,  t h e  v a lu e  o f  th e  p r o p e r t y ,  from

12 a person  who has r e c e i v e d  o r  c o n v e r t e d  th e  p r o p e r t y ,  e x c e p t  t h a t  i f  a

13 bona f i d e  p u rch a se r  o r  l i e n o r  has g i v e n  l e s s  th a n  f a i r  e q u i v a l e n t

14
v a lu e ,  t h e  person  has a l i e n  upon th e  p r o p e r t y  t o  th e  e x t e n t  o f  th e

15
c o n s id e r a t i o n  a c t u a l l y  g i v e n  b y  t h e  p e rso n .  I f  a p r e f e r e n c e  b y  way o f

16
l i e n  o r  s e c u r i t y  t i t l e  i s  v o i d a b l e ,  t h e  c o u r t  may, a f t e r  n o t i c e ,  o rder

17
th e  l i e n  o r  t i t l e  t o  be  p r e s e r v e d  f o r  t h e  b e n e f i t  o f  t h e  e s t a t e ,  in

18
e v e n t  th e  l i e n  or t i t l e  passes  t o  t h e  r e c e i v e r .

19
(d) The  p r o v i s i o n s  o f  t h i s  s u b s e c t i o n  a p p ly  w h e th e r  o r  n o t  th e r e

20
a re  or  were  c r e d i t o r s  who m ig h t  h a ve  o b ta in e d  l i e n s  o r  p e rsons  who

21
m igh t  ha ve  become bona f i d e  p u rc h a se rs .  A  t r a n s f e r

22
(1) o f  p r o p e r t y  o th e r  th a n  r e a l  p r o p e r t y  i s  c o n s id e r e d  to

23
be made when i t  becomes so f a r  p e r f e c t e d  t h a t  no su b se q v e n t  l i e n

24
o b t a in a b l e  b y  l e g a l  o r  e q u i t a b l e  p ro c e e d in g s  on a c o n t r a c t  c ou ld

25
become s u p e r io r  t o  t h e  r i g h t s  o f  t h e  t r a n s f e r e e ;

26
(2) o f  r e a l  p r o p e r t y  i s  c o n s id e r e d  t o  be made when i t

27
becomes so  f a r  p e r f e c t e d  t h a t  no su bsequ en t  bona f i d e  p u rc h a se r  from

28
th e  in s u r e r  c o u ld  o b t a in  r i g h t s  s u p e r io r  t o  t h e  r i g h t s  o f  t h e  t r a n s ­

29
f e r e e ;
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(3) t h a t  c r e a t e s  an e q u i t a b l e  l i e n  i s  n o t  c o n s id e r e d  t o  be

p e r f e c t e d  i f  th e r e  a re  a v a i l a b l e  means by wh ich  a l e g a l  l i e n  c o u ld  be

c r e a t e d ;  o r

(4) n o t  p e r f e c t e d  b e fo r e  th e  f i l i n g  o f  a p e t i t i o n  fo r  

l i q u i d a t i o n  i s  c o n s id e r e d  t o  be made im m e d ia te ly  b e f o r e  th e  f i l i n g  o f  

th e  s u c c e s s fu l  p e t i t i o n .

(e) A l i e n  obtc i n a b l e  by  l e g a l  o r  e q u i t a b l e  p ro c e e d in g s

(1) upon a c o n t r a c t  i s  one a r i s i n g  in  th e  o r d in a r y  course  

o f  a p ro c e e d in g  upon th e  e n t r y  o r  d o c k e t in g  o f  a judgm en t or  d e c re e ,  

o r  upon a t ta ch m e n t ,  g a rn ish m en t ,  e x e c u t i o n ,  or  l i k e  p r o c e s s ,  whe ther  

b e f o r e ,  upon, o r  a f t e r  judgm ent o r  d e c re e  and w h e th e r  b e fo r e  o r  upon 

l e v y ;  i t  does  n o t  in c lu d e  a l i e n  t h a t ,  under a p p l i c a b l e  la w ,  i s  g iv e n  

a s p e c i a l  p r i o r i t y  o v e r  o th e r  l i e n s  t h a t  a re  p r i o r  in  t im e ;  o r

(2) c o u ld  become s u p e r io r  t o  th e  r i g h t s  o f  a t r a n s f e r e e ,  or

a p u rch ase r  c o u ld  o b t a in  r i g h t s  s u p e r io r  t o  th e  r i g h t s  o f  a t r a n s f e r e e  

w i t h i n  th e  meaning o f  (d) o f  t h i s  s e c t i o n ,  i f  t h e  consequences  would 

f o l l o w  o n l y  from th e  l i e n  o r  p u rch a se  i t s e l f ,  o r  from  th e  l i e n  or 

pu rchase  f o l l o w e d  b y  a s t e p  c o m p le t e l y  w i t h i n  t h e  c o n t r o l  o f  the  

r e s p e c t i v e  l i e n h o l d e r  o r  p u rc h a se r ,  w i t h  o r  w i t h o u t  t h e  a id  o f  m in is ­

t e r i a l  a c t i o n  b y  p u b l i c  o f f i c i a l s ;  a l i e n  c o u ld  n o t ,  how ever ,  become 

s u p e r io r  and a p e rson  c o u ld  n o t  c r e a t e  s u p e r io r  r i g h t s  f o r  t h e  purpose 

o f  (d) o f  t h i s  s e c t i o n  th rough  a c t s  subsequ en t t o  t h e  o b t a in in g  o f  a 

l i e n  o r  suosequen t t o  a pu rchase  t h a t  r e q u i r e s  th e  agreem en t or  con­

c u r re n c e  o f  a t h i r d  p a r t y  o r  t h a t  r e q u i r e s  f u r t h e r  j u d i c i a l  a c t io n  or 

r u l i n g .

( f )  A t r a n s f e r  o f  p r o p e r t y  f o r  o r  on a ccoun t o f  a new and con­

tem poraneous c o n s id e r a t i o n  t h a t  i s  c o n s id e r e d  under (d) o f  t h i s  s e c ­

t i o n  t o  be made a f t e r  t h e  t r a n s f e r  because  o f  d e la y  i n  p e r f e c t i n g  i t ,  

does  n o t  become a t r a n s f e r  f o r  o r  on a ccou n t o f  an a n te c e d e n t  d e b t  i f
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a c t s  r e q u ir e d  b y  th e  a p p l i c a b l e  law  t o  be per fo rm ed  in  o r d e r  t o  p e r ­

f e c t  th e  t r a n s f e r  a g a in s t  p. l i e n  o r  bona f i d e  p u r c h a s e r 's  r i g h t s  are  

pe r fo rm ed  w i t h i n  21 d a y s ,  o r  a p e r i o d  e x p r e s s l y  a l lo w e d  b y  t h e  law , 

w h ic h e v e r  i s  l e s s .  A  t r a n s f e r  t o  s e cu re  a f u t u r e  lo a n ,  i f  a lo an  i s  

a c t u a l l y  made, o r  a t r a n s f e r  t h a t  becomes s e c u r i t y  f o r  a f u t u r e  lo an ,  

has t h e  same e f f e c t  as a t r a n s f e r  f o r  o r  on accoun t o f  a new and 

contemporaneous c o n s id e r a t i o n .

(g) I f  a l i e n  t h a t  i s  c o n s id e r e d  v o i d a b l e  under (b) o f  t h i s  

s e c t i o n  has been d i s s o l v e d  b y  t h e  f u r n i s h in g  o f  a bond o r  o th e r  o b l i ­

g a t i o n ,  and th e  bond o r  o t h e r  o b l i g a t i o n  has  been  in d e m n i f i e d  d i r e c t l y  

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

an i n s u r e r  b e fo r e  t h e  f i l i n g  o f  a p e t i t i o n  under  t h i s  c h a p t e r  t h a t  

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

a l s o  c o n s id e r e d  v o i d a b l e .

(h) The p r o p e r t y  a f f e c t e d  b y  a l i e n  t h a t  i s  c o n s id e r e d  v o i d a b l e  

under  (b) and (g) o f  t h i s  s e c t i o n  s h a l l  be  d is c h a rg e d  from  th e  l i e n ,  

and t h a t  p r o p e r t y  and th e  in d e m n i f y in g  p r o p e r t y  t r a n s f e r r e d  t o  o r  fo r  

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

t h a t  t h e  c o u r t  may o r d e r  a l i e n  t o  be p r e s e r v e d  f o r  th e  b e n e f i t  o f  th e  

e s t a t e ,  and th e  c o u r t  may d i r e c t  t h a t  a con ve yan ce  be e x e c u te d  as i s  

p ro p e r  o r  adequa te  t o  e v id e n c e  t h e  t i t l e  o f  t h e  r e c e i v e r .

( i )  The  c o u r t  has  j u r i s d i c t i o n  o f  a p ro c e e d in g  b y  t h e  r e c e i v e r  

t o  h e a r  and d e te r m in e  t h e  r i g h t s  o f  p a r t i e s  under t h i s  s e c t i o n .  

R ea son ab le  n o t i c e  o f  a h e a r in g  i n  t h e  p r o c e e d in g  s h a l l  be g i v e n  t o  a l l  

p a r t i e s  i n  i n t e r e s t ,  i n c l u d in g  th e  o b l i g e e  o f  a r e l e a s i n g  bond or  

o th e r  l i k e  o b l i g a t i o n .  I f  an o r d e r  i s  e n t e r e d  fo r  th e  r e c o v e r y  o f  

i n d e m n i f y in g  p r o p e r t y  i n  k in d  o r  ' o r  t h e  a v o id a n c e  o f  an in d e m n i f y in g  

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

same p ro c e e d in g  d e te r m in e  t h e  v a l u e  o f  t h e  p r o p e r t y  o r  l i e n ,  and i f
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1 th e  v a lu e  o f  th e  p r o p e r t y  io  l e s s  \ “an t h e  amount o f  th e  in d e m n i ty  or

2 th e  amount o f  th e  l i e n ,  th e  t r a n s f e r e e  o r  l i e n h o l d e r  may e l e c t  to

3 r e t a i n  t h e  p r o p e r t y  o r  l i e n  upon paym ent o f  i t s  v a lu e ,  as  d e term in ed

4 by th e  c o u r t ,  t o  th e  r e c e i v e r ,  v / i th in  th e  t im e  t h a t  th e  c o u r t  f i x e s .

5 ( j )  The l i a b i l i t y  o f  a s u r e t y  under  a r e l e a s i n g  bond o r  o th e r

6 o b l i g a t i o n  s h a l l  be d is c h a rg e d  t o  th e  e x t e n t  o f  th e  v a lu e  o f  th e

7 in d e m n i f y in g  p r o p e r t y  r e c o ve r e d  o r  th e  in d e m n i f y in g  l i e n  a vo id e d  by

8 th e  r e c e i v e r ,  o r ,  i f  t h e  p r o p e r t y  i s  r e t a i n e d  under  ( i )  o f  t h i s  s e c ­

\ 9 t i o n ,  t o  th e  e x t e n t  o f  t h e  amount p a id  t o  th e  r e c e i v e r .

10 (k) I f  a c r e d i t o r  has been p r e f e r r e d ,  and a f t e r w a r d  in  good

11 f a i t h  g i v e s  th e  i n s u r e r  f u r t h e r  c r e d i t  w i t h o u t  s e c u r i t y  o f  any k in d ,

12 f o r  p r o p e r t y  t h a t  becomes a p a r t  o f  th e  i n s u r e r 's  e s t a t e ,  th e  amount

13 o f  th e  new c r e d i t  r em a in in g  unpa id  a t  t h e  t im e  o f  th e  p e t i t i o n  may be

14 s e t  o f f  a g a in s t  th e  p r e f e r e n c e  t h a t  w ou ld  o th e r w is e  be r e c o v e r a b le

15 from th e  c r e d i t o r .

16 (1) I f  an in s u r e r ,  d i r e c t l y  o r  i n d i r e c t l y ,  w i t h i n  fo u r  months

17 b e fo r e  t h e  f i l i n g  o f  a s u c c e s s fu l  p e t i t i o n  f o r  l i q u i d a t i o n  under t h i s

18
c h a p te r  o r  a t  any t im e  i n  c o n te m p la t io n  o f  a p ro c e e d in g  t o  l i q u i d a t e

19
i t ,  pays  money or t r a n s f e r s  p r o p e r t y  t o  an a t t o r n e y  f o r  s e r v i c e s

20
ren d e red  o r  t o  be r e n d e re d ,  th e  t r a n s a c t i o n  may be exam ined by  th e

21
c o u r t  on i t s  own m o tion  o r  s h a l l  be  exam ined b y  t h e  c o u r t  on p e t i t i o n

22
o f  t h e  r e c e i v e r .  The t r a n s a c t i o n  may be h e ld  v a l i d  o n l y  t o  th e  e x t e n t

23
o f  a r e a so n a b le  amount t o  be d e te rm in ed  b y  t h e  c o u r t ,  and th e  excess

24
may be  r e c o v e r e d  by t h e  r e c e i v e r  f o r  th e  b e n e f i t  o f  th e  e s t a t e ,  e x c e p t

25
t h a t  i f  t h e  a t t o r n e y  i s  i n  a p o s i t i o n  o f  i n f l u e n c e  in  t h e  in s u r e r  or

26
an a f f i l i a t e ,  payment o f  money o r  th e  t r a n s f e r  o f  p r o p e r t y  t o  th e

27
a t t o r n e y  f o r  s e r v i c e s  ren d e red  o r  t o  be r e n d e re d  i s  g o ve rn ed  by  (b )(4 )

28
o f  t h i s  s e c t i o n .

29
(m) An o f f i c e r ,  manager, em p lo yee , s h a r e h o ld e r ,  member!
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s u b s c r i b e r ,  a t t o r n e y ,  o r  o th e r  p e rson  a c t i n g  on b e h a l f  o f  an in s u r e r ,  

who k n o w in g ly  p a r t i c i p a t e s  i n  g i v i n g  a p r e f e r e n c e  even  though  the  

person  has r e a so n a b le  cause  t o  b e l i e v e  t h a t  th e  in s u r e r  i s ,  o r  is  

a bo u t  t o  become, i n s o l v e n t  a t  t h e  t im e  o f  t h e  p r e f e r e n c e ,  i s  p e rson ­

a l l y  l i a b l e  t o  th e  r e c e i v e r  f o r  t h e  amount o f  th e  p r e f e r e n c e .  I t  i s  a 

r e b u t t a b l e  p re su m p tion  t h a t  a p r e f e r e n c e  was g i v e n  w i t h  r e a so n a b le  

cause  t o  b e l i e v e  th e  in s u r e r  i s  o r  i s  a bo u t  t o  become i n s o l v e n t  i f  the  

t r a n s f e r  was made w i t h i n  f o u r  months b e f o r e  th e  f i l i n g  o f  a s u c c e s s fu l  

p e t i t i o n  f o r  l i q u i d a t i o n .

(n) I f  a person  r e c e i v e s  p r o p e r t y  from th e  i n s u r e r ,  or  the 

b e n e f i t  o f  t h e  p r o p e r t y ,  and th e  p r e f e r e n c e  f o r  t h e  p r o p e r t y  i s  found 

v o i d a b l e  u nd er  (b) o f  t h i s  s e c t i o n ,  t h e  p e rson  i s  p e r s o n a l l y  l i a b l e  

f o r  t h e  v a l u e  o f  t h e  p r o p e r t y  and s h a l l  a ccou n t  t o  t h e  r e c e i v e r  fo r  

i t .

(o) N o th in g  in  (in) o r  (n) o f  t h i s  s e c t i o n  a f f e c t s  an y  o th e r

c la im  b y  t h e  r e c e i v e r  a g a in s t  any  p e rso n .

S e c .  21 .78.253. CLAIMS OF HOLDERS OF VOID OR VOIDABLE RIGHTS,

(a) A  c la im  o f  a c r e d i t o r  who has r e c e i v e d  o r  a c q u ir e d  a p r e f e r e n c e ,  

l i e n ,  c o n ve ya n ce ,  t r a n s f e r ,  a ss ig n m en t ,  o r  encumbrance t h a t  i s  v o i d ­

a b l e  under  t h i s  c h a p te r ,  may n o t  be  a l l o w e d  u n le s s  t h e  c r e d i t o r  s u r ­

r e n d e rs  t h e  p r e f e r e n c e ,  l i e n ,  c on ve yan ce ,  t r a n s f e r ,  a ss ignm en t,  or 

encumbrance. I f  t h e  a vo id a n c e  i s  a f f e c t e d  b y  a p ro c e e d in g  in  w h ich  a 

f i n a l  ju dgm en t has been e n t e r e d ,  th e  c la im  may n o t  be a l lo w e d  u n le s s  

t h e  money i s  p a id  o r  t h e  p r o p e r t y  i s  d e l i v e r e d  t o  th e  r e c e i v e r  w i t h i n  

30 da ys  a f t e r  th e  d a te  o f  t h e  e n t e r i n g  o f  t h e  f i n a l  judgm en t, e x c e p t  

t h a t  t h e  c o u r t  h a v in g  j u r i s d i c t i o n  o v e r  t h e  l i q u i d a t i o n  may a l lo w

f u r t h e r  t im e  i f  t h e r e  i s  an a p p e a l  o r  o th e r  c o n t i n u a t i o n  o f  t h e  p ro ­

c e e d in g .

(b) A  c la im  a l l o w a b l e  under  (a) o f  t h i s  s e c t i o n  by reason  o f
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I

a v o id a n c e ,  w he the r  v o l u n t a r y  o r  i n v o lu n t a r y ,  o r  a p r e f e r e n c e ,  l i e n ,  

c on ve yan ce ,  t r a n s f e r ,  a ss ig n m en t ,  o r  encumbrance, may be f i l e d  as an 

excused  l a t e  f i l i n g  under AS 21.78.290 i f  f i l e d  w i t h i n  30 days  a f t e r  

th e  d a te  o f  a v o id a n c e ,  o r  w i t h i n  th e  f u r t h e r  t im e  a l lo w e d  by  th e  cou r t  

under (a) o f  t h i s  s e c t i o n .

* Sec . 74. AS 21.78.260 i s  r e p e a le d  and r e e n a c te d  to  read :

Sec .  21.78.260. PR IOR ITY  OF D ISTR IBUT ION . The p r i o r i t y  o f

d i s t r i b u t i o n  o f  c la im s  from an i n s u r e r 's  e s t a t e  i s  i n  a cco rdance  w i th  

th e  o rd e r  i n  w h ich  each c l a s s  o f  c la im s  i s  s e t  o u t  in  t h i s  s e c t i o n .  

E v e r y  c la im  in  each c l a s s  must be p a id  i n  f u l l ,  o r  adequ a te  money

r e t a in e d  f o r  paym en t, b e fo r e  th e  members o f  th e  n e x t  c l a s s  may r e c e i v e  

paym ent. A  s u b c la s s  may n o t  be e s t a b l i s h e d  w i t h i n  a c l a s s .  The o rder  

o f  d i s t r i b u t i o n  o f  c la im s  i s :

(1) c l a s s  1: th e  c o s t s  and expenses  o f  a d m in is t r a t i o n

d u r in g  r e h a b i l i t a t i o n  and l i q u i d a t i o n ,  i n c l u d in g  th e  f o l l o w i n g :

(A) th e  a c t u a l  and n e c e s sa r y  c o s t s  p r e s e r v in g  or

r e c o v e r in g  th e  a s s e t s  o f  t h e  in s u r e r ;

(B) com pensa t ion  f o r  a l l  s e r v i c e s  ren dered  i n  the  

r e h a b i l i t a t i o n  and l i q u i d a t i o n ;

(C) any  n e c e s s a r y  f i l i n g  f e e s ;

(D) t h e  f e e s  and m i le a g e  p a y a b le  t o  w i t n e s s e s ;

(E) r e a so n a b le  a t t o r n e y 's  f e e s  and e t h e r  p r o f e s s i o n a l  

s e r v i c e s  r en d e red  in  t h e  r e h a b i l i t a t i o n  and l i q u i d a t i o n ;

fF) t h e  r e a s o n a b le  e xp en ses  o f  a g u a r a n ty  a s s o c i a t i o n

o r  f o r e i g n  g u a ra n ty  a s s o c i a t i o n  t h a t  i s  h a n d l in g  c la im s ;

(2) c l a s s  2: r e a so n a b le  com pensa t ion  t o  em p loyees  fo r

s e r v i c e s  p e r fo rm ed , t o  th e  e x t e n t  t h a t  t h e  c la im  does  n o t  e xceed  two

months o f  m onetary  com pensa t ion  and r e p r e s e n t s  payment f o r  s e r v i c e s

performed within one year before the filing of the petition for
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l i q u i d a t i o n  o r ,  i f  r e h a b i l i t a t i o n  p receded  l i q u i d a t i o n ,  w i t h i n  one 

y e a r  b e f o r e  th e  f i l i n g  o f  th e  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 ;  p r i n c i p a l  

o f f i c e r s  and d i r e c t o r s  o f  th e  in s u r e r  a re  n o t  e n t i t l e d  t o  th e  b e n e f i t  

o f  t h i s  p r i o r i t y  e x c e p t  as o th e r w is e  app ro ved  by  t h e  r e c e i v e r  and the 

c o u r t?  th e  p r i o r i t y  in  t h i s  pa ragraph  i s  in  p la c e  o f  any  o th e r  s im i l a r  

p r i o r i t y  t h a t  m igh t  be a u th o r i z e d  by  la w  as t o  wages o r  com pensation  

o f  em p lo yees ;

(3) c l a s s  3: a l l  c la im s  under  p o l i c i e s ,  i n c l u d in g  c la im s

o f  th e  f e d e r a l ,  o r  a s t a t e  o r  l o c a l  gove rnm en t,  f o r  lo s s e s  in cu r re d ,  

i n c l u d in g  t h i r d - p a r t y  c la im s ,  and f»" o f  a g u a r a n ty  a s s o c i a t io n

or f o r e ig n  g u a ra n ty  a s s o c i a t io n  .xa im s under l i f e  in su ran ce  and

a n n u i t y  p o l i c i e s ,  w h e th e r  f< ,h p ro c e e d s ,  a n n u i t y  p ro ceed s ,  or

in v e s tm e n t  v a lu e s ,  s h a l l  be '  ;ed  as l o s s  c la im s ;  t h a t  p o r t i o n  o f  a 

l o s s  f o r  w h ich  i n d e m n i f i c a t i  -,s p r o v i d e d  b y  o th e r  b e n e f i t s  o r  advan ­

ta g e s  r e c o v e r e d  b y  th e  c l a i -  . t ,  may n o t  be i n c lu d e d  in  t h i s  c la s s ,  

o th e r  th a n  b e n e f i t s  o r  adv n ta g e s  r e c o v e r e d  o r  r e c o v e r a b le  in  d i s ­

charge  o f  f a m i l i a l  o b l i g a t i o n s  o r  s u p p o r t ,  o r  b y  way o f  s u c c e s s io n  a t  

d e a th ,  o r  as p ro ceeds  o f  l i f e  in su r a n c e ,  o r  as g r a t u i t i e s ;  payment by 

an em p lo ye r  t o  an em ployee  may n o t  b e  t r e a t e d  as a g r a t u i t y ;

(4) c l a s s  4: c la im s  under  n o n a s s e s s a b le  p o l i c i e s  fo r  

unearned premium o r  o th e r  premium r e fu n d s  and 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 l u d in g  c la im s  o f  c e d in g  and assum ing  com pan ies  under  con ­

t r a c t s  o f  r e in s u r a n c e ;

(5) c l a s s  5: c la im s  o f  th e  f e d e r a l ,  o r  a s t a t e  o r  l o c a l  

go ve rnm en t,  o th e r  th a n  c la im s  under  (3) o f  t h i s  s e c t i o n ;  c la im s ,  

i n c l u d in g  th o s e  o f  a governm en t body  f o r  a p e n a l t y  o r  f o r f e i t u r e ,  

s h a l l  be a l l o w e d  i n  t h i s  c la s s  o n l y  t o  t h e  e x t e n t  c f  t h e  p e c u n ia r y  

l o s s  s u s ta in e d  from th e  a c t ,  t r a n s a c t i o n ,  o r  p r o c e e d in g  o u t  o f  which 

th e  p e n a l t y  o r  f o r f e i t u r e  a ro se ,  a lo n g  w i t h  r e a s o n a b le  and a c tu a l
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c o s t s  a t t r i b u t a b l e  t o  i t ;  t h e  rem a in in g  p o r t i o n  o f  th e  c la im s  are  in  

th e  c l a s s  o f  c la im s  s e t  o u t  ir< (8) o f  t h i s  s e c t i o n ;

(6) c l a s s  6; c la im s  f i l e d  l a t e ,  o r  any  o th e r  c la im s  o th e r

than  c la im s  under (7) and (8) o f  t h i s  s e c t i o n ;

(7) c l a s s  7; s u r p lu s  o r  c o n t r i b u t i o n  n o t e s ,  o r  s im i l a r

o b l i g a t i o n s ,  and premium r e fu n d s  on a s s e s s a b le  p o l i c i e s ;  paym ents t o  

members o f  d o m e s t ic  m utua l in su ran ce  companies s h a l l  be l i m i t e d  in  

acco rdance  w i t h  la w ;

(8) c l a s s  8: t h e  c la im s  o f  s h a r e h o ld e r s  o r  o th e r  owners,

in  t h e i r  c a p a c i t y  as s h a r e h o ld e r s .

* S ec .  75. AS 21.78.270 i s  r e p e a le d  and r e e n a c te d  t o  re a d :

S e c .  21 .78.270. SETOFFS AND COUNTERCLAIMS. (a) E x c e p t  as

p r o v id e d  in  (b) o f  t h i s  s e c t i o n  and i n  AS 21.78.271, a m u tua l d e b t  or 

m utua l c r e d i t  be tw een  an in s u r e r  and a n o th e r  p e rson  in  c o n n e c t io n  w i th  

an a c t i o n  o r  p ro c e e d in g  under  t h i s  c h a p te r  s h a l l  be s e t  o f f ,  and o n ly  

th e  b a la n c e  may be  a l lo w e d  o r  p a id .

(b) A  s e t o f f  o r  c o u n te r c la im  may n o t  be a l l o w e d  in  f a v o r  o f  a 

p erson  i f  t h e  o b l i g a t i o n  o f  th e

(1) i n s u r e r  t o  t h e  person  w ou ld  n o t ,  a t  t h e  d a t e  o f  th e  

f i l i n g  o f  a p e t i t i o n  f o r  l i q u i d a t i o n ,  e n t i t l e  th e  p e rson  t o  sh a re  as a 

c la im a n t  i n  th e  a s s e t s  o f  t h e  in s u r e r ;

(2) in s u r e r  t o  t h e  person  was pu rchased  b y  o r  t r a n s f e r r e d  

t o  th e  p e rso n  w i t h  a v i e w  t o  i t s  b e in g  used  as a s e t o f f ;

(3) p e rson  i s  t o  pay  an assessm en t l e v i e d  a g a in s t  th e  

members o r  s u b s c r ib e r s  o f  t h e  in s u r e r ,  o r  i s  t o  p a y  a b a la n c e  upon a 

s u b s c r i p t i o n  t o  t h e  c a p i t a l  s to c k  o f  t h e  in s u r e r ,  o r  i s  in  any  o th e r  

way i n  t h e  n a tu r e  o f  a c a p i t a l  c o n t r i b u t i o n ;  o r

(4) p e rson  i s  t o  pa y  premiums, w h e th e r  ea rned  o r  unearned , 

t o  th e  in s u r e r .
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* S e c .  76. AS 21.78 i s  amended b y  a dd in g  new s e c t i o n s  t o  read :

Sec . 21.78.271. RECOVERY OF PREMIUMS OWED. (a) An

(1) a g e n t ,  b r o k e r ,  premium f in a n c e  company, o r  any  o th e r  

p e rso n ,  o th e r  than  th e  in s u r e d ,  r e s p o n s ib l e  f o r  th e  payment o f  a 

premium i s  o b l i g a t e d  t o  pay  an un pa id  ea rned  premium due th e  in s u r e r  

a t  t h e  t im e  o f  th e  d e c l a r a t i o n  o f  i n s o l v e n c y ,  as shown on th e  re co rd s  

o f  t h e  in s u r e r ;  n e i t h e r  a c r e d i t  nor a s e t o f f  i s  a l lo w e d  to  an a gen t ,  

b r o k e r ,  o r  premium f in a n c e  company f o r  an amount advanced  t o  th e  

in s u r e r  b y  th e  a g e n t ,  b r o k e r ,  o r  premium f in a n c e  company on b e h a l f  o f ,  

b u t  i n  th e  absence  o f  a payment b y ,  t h e  in s u r e d ;

(2) in s u r e d  i s  o b l i g a t e d  t o  pa y  an u n p a id  earned  premium 

due t h e  in s u r e r  a t  t h e  t im e  o f  th e  d e c l a r a t i o n  o f  i n s o l v e n c y ,  as shown 

on th e  r e c o rd s  o f  t h e  in s u r e r .

(b) I f  t h e r e  a re  grounds f o r  b e l i e v i n g  t h a t  a p e rson  has v i o l a t ­

ed t h i s  s e c t i o n ,  th e  d i r e c t o r  may i n i t i a t e  p ro c e e d in g s  under AS 2 1 . -  

06.170 -  21.06.230.

(c) Upon a f i n d i n g  o f  a v i o l a t i o n  o f  t h i s  s e c t i o n ,  th e  d i r e c t o r  

may o rd e r  a p e n a l t y  o f  n o t  more than  $1,000 f o r  each a c t  i n  v i o l a t i o n  

o f  t h i s  s e c t i o n  and may suspend o r  r e vo k e  th e  p e r s o n 's  l i c e n s e  is su ed  

under  t h i s  t i t l e .

S ec . 21.78.272. REINSURER 'S  L IA B I L I T Y .  The amount r e c o v e r a b le  

b y  t h e  r e c e i v e r  from r e in s u r e r s  may n o t  be  red uced  as a r e s u l t  o f  

d e l in q u e n c y  p r o c e e d in g s ,  r e g a r d le s s  o f  a p r o v i s i o n  i n  th e  r e in s u ra n ce  

c o n t r a c t  o r  o th e r  agreem en t. Payment made d i r e c t l y  t o  an in s u r e d  or 

o th e r  c r e d i t o r  does n o t  d im in i s h  t h e  r e i n s u r e r 's  o b l i g a t i o n  t o  th e  

i n s u r e r 's  e s t a t e  u n le s s  t h e  r e in s u r a n c e  c o n t r a c t  p r o v id e d  f o r  d i r e c t  

c o v e ra g e  o f  a named in s u r e d  and th e  payment v/as made in  d i s c h a r g e  o f  

t h a t  o b l i g a t i o n .

* S e c .  77. AS 21.78.280 i s  r e p e a le d  and r e e n a c te d  t o  r ea d :
)
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S ec .  21 .78 .280 . SP E C IAL  CLAIMS. (a) A c o n t in g e n t  and u n l i q ­

u id a t e d  c la im  may n o t  sh a re  in  a 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  an

in s u r e r  t h a t  has been adJ u d i c a t e d  t o  be i n s o l v e n t  by  an o rd e r  made

under  t h i s  c h a p t e r ,  e x c e p t  t h a t  th e  c la im  s h a l l  be c o n s id e r e d ,  i f  

p r o p e r l y  p r e s e n t e d ,  and may be  a l l o w e d  t o  sh a re  i f

(1) t h e  c la im  becomes a b s o lu t e  a g a in s t  th e  in s u r e r  on or 

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

e r ;  o r

(2) th e r e  i s  a s u r p lu s  and t h e  l i q u i d a t i o n  i s ,  a f t e r  t h a t ,  

c on d u c ted  upon th e  b a s i s  t h a t  th e  in s u r e r  i s  s o l v e n t .

(b) The c la im  o f  a t h i r d  p a r t y ,  t h a t  i s  c o n t i n g e n t  o n l y  on th e  

t h i r d  p a r t y  c la im a n t  f i r s t  o b t a in in g  a judgm ent a g a in s t  t h e  in su red ,  

s h a l l  be c o n s id e r e d  and a l l o w e d  as i f  t h e r e  w ere  n o t  a c o n t in g e n c y .

(c) A c la im  may be a l l o w e d  e ven  i f  c o n t i n g e n t ,  i f  i t  i s  f i l e d  

under  AS 21 .78.292. I t  may be a l l o w e d  and may p a r t i c i p a t e  in  a l l

d i s t r i b u t i o n s  d e c la r e d  a f t e r  i t  i s  f i l e d  t o  th e  e x t e n t  t h a t  i t  does

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

(d) A c la im  t h a t  i s  due e x c e p t  f o r  th e  pa ssa ge  o f  t im e  s h a l l  be

t r e a t e d  as an a b s o lu t e  c la im  i s  t r e a t e d ,  e x c e p t  t h a t  t h e  c la im  may be

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

(e) A  c la im  made under  an employment c o n t r a c t  b y  a d i r e c t o r ,  

p r i n c i p a l  o f f i c e r ,  o r  p e rso n  i n  f a c t  p e r fo rm in g  s i m i l a r  f u n c t i o n s  or  

h a v in g  s i m i l a r  pow ers , i s  ^ . I r - i ted  t o  payment f o r  s e r v i c e s  rendered  

b e f o r e  t h e  is s u a n ce  o f  an 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  under 

t h i s  c h a p t e r .

* S ec .  78. AS 21.78 i s  amended b y  a dd in g  a new s e c t i o n  t o  read :

Se c .  21.78.281. SP EC IAL  PROVISIONS FOR TH IRD -PARTY  CLAIMS. (a)

I f  a t h i r d  p a r t y  a s s e r t s  a cause  o f  a c t i o n  a g a in s t  an in s u r e d  o f  an 

in s u r e r  i n  l i q u i d a t i o n ,  t h e  t h i r d  p a r t y  may f i l e  a c la im  w i t h  th e
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r e c e i v e r .

(b) W hether  o r  n o t  th e  t h i r d  p a r t y  f i l e s  . la irn , t h e  in su red  

may f i l e  a c la im  on t h e  i n s u r e d 's  own b e h a l f  in  th e  l i q u i d a t i o n .  I f  

th e  in s u r e d  f a i l s  t o  f i l e  a c la im  by  th e  d a t e  f o r  f i l i n g  c la im s  spec ­

i f i e d  in  t h e  o rd e r  o f  l i q u i d a t i o n  o r  w i t h i n  60 days  a f t e r  m a i l i n g  o f  

t h e  n o t i c e  r e q u ir e d  b y  AS 21.78.290, w h ic h e v e r  i s  l a t e r ,  t h e  in su red  

i s  an unexcused  l a t e  f i l e r .

(c) The  r e c e i v e r  s h a l l  make a recom m endation  to  th e  c o u r t  under 

AS 21.78.260 f o r  th e  a l lo w a n c e  o f  an i n s u r e d 's  c la im  under  (b) o f  t h i s  

s e c t i o n  a f t e r  c o n s id e r a t i o n  o f  th e  p r o b a b le  outcome o f  a pend ing  

a c t i o n  a g a in s t  t h e  in s u r e d  on w h ich  th e  c la im  i s  ba sed , t h e  p ro b a b le  

damages r e c o v e r a b le  i n  th e  a c t i o n ,  and th e  p ro b a b le  c o s t s  and expenses 

o f  d e fe n s e .  A f t e r  a l lo w a n c e  b y  t h e  c o u r t ,  t h e  r e c e i v e r  s h a l l  w i th h o ld  

from th e  u n d i s t r i b u t e d  a s s e t s  o f  t h e  in s u r e r  as a r e s e r v e  t h e  amounts 

p a ya b le  on th e  c la im ,  pen d in g  t h e  outcome o f  l i t i g a t i o n  and nego­

t i a t i o n  w i t h  th e  in s u r e d .  I f  a p p r o p r i a t e ,  t h e  r e c e i v e r  may r e c o n s id e r  

t h e  c la im  on th e  b a s i s  o f  a d d i t i o n a l  in fo r m a t io n  and may amend recom­

m endat ions  made t o  t h e  c o u r t .  The  in s u r e d  s h a l l  be a f f o r d e d  t h e  same 

n o t i c e  and o p p o r t u n i t y  t o  be h ea rd  on a l l  changes in  th e  recommenda­

t i o n s  as in  i t s  i n i t i a l  d e t e r m in a t i o n .  The c o u r t  may amend i t s  a l l o w ­

ance . As  c la im s  a g a in s t  th e  in s u r e d  a re  s e t t l e d  or b a r r e d ,  t h e  i n ­

su red  s h a l l  be p a id  from  t h e  amount w i t h h e l d  t h e  same p e r c e n ta g e  as 

was p a id  on o th e r  c la im s  o f  l i k e  p r o p e r t y ,  based  on t h e  l e s s e r  o f  (1) 

th e  amount a c t u a l l y  r e c o v e r e d  from  t h e  in su r e d  b y  a c t i o n  o r  p a id  by 

agreem ent p lu s  t h e  r e a s o n a b le  c o s t s  and e xpenses  o f  d e f e n s e ,  o r  (2) 

th e  amount a l lo w e d  on t h e  c la im s  b y  t h e  c o u r t .  A f t e r  a l l  c la im s  are 

s e t t l e d  o r  b a r r e d ,  any  sum r e m a in in g  from  t h e  amount w i t h h e l d  r e v e r t s  

t o  th e  u n d i s t r i b u t e d  a s s e t s  o f  t h e  i n s u r e r .  D e la y  i n  f i n a l  payment 

under t h i s  s u b s e c t io n  i s  n o t  a reason  f o r  u n rea so n a b le  d e l a y  o f  the
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f i n a l  d i s t r i b u t i o n  and d i s c h a r g e  o f  th e  r e c e i v e r .

vd) I f  s e v e r a l  c l a im s  founded  upon one p o l i c y  a re  f i l e d ,  whe ther  

b y  t h i r d  p a r t i e s  o r  as c la im s  b y  th e  in s u r e d  under  t h i s  s e c t i o n ,  and 

th e  a g g re g a te  a l lo w e d  amount o f  t h e  c la im s  t o  w h ich  th e  same l i m i t  of 

l i a b i l i t y  i n  th e  p o l i c y  i s  a p p l i c a b l e  e x c e e d s  t h a t  l i m i t ,  e ach  c la im  

as a l lo w e d  s h a l l  be  red uced  in  t h e  same p r o p o r t io n  so t h a t  t h e  t o t a l  

amount o f  t h e  c la im s  e q u a ls  th e  p o l i c y  l i m i t .  C la im s  by  t h e  in sured  

s h a l l  be e v a lu a t e d  as i n  (c) o f  t h i s  s e c t i o n .  I f  an i n s u r e d 's  c la im  

i s  s u b s e q u e n t ly  reduced  under  (c) o f  t h i s  s e c t i o n ,  th e  amount a v a i l ­

a b l e  s h a l l  be  a p p o r t io n e d  r a t a b l y  among t h e  c la im s  t h a t  h a v e  been 

reduced  under  t h i s  s u b s e c t i o n .

(e) A  c la im  may n o t  be p r e s e n te d  u n d e r  t h i s  s e c t i o n  i f  i t  i s  or 

m ig h t  be  c o v e re d  b y  a g u a r a n t y  a s s o c i a t i o n  o r  f o r e ig n  g u a r a n t y  a sso ­

c i a t i o n .

* S e c .  79. AS 21.78.290 i s  r e p e a le d  and r e e n a c te d  co read :

S e c .  21.78.290. NOTICE  TO CREDITORS AND OTHERS. (a) U n le s s  th e  

c o u r t  d i r e c t s  o th e r w is e ,  t h e  r e c e i v e r  s h a l l  g i v e  o r  cause t o  b e  g i v e n  

n o t i c e  o f  t h e  l i q u i d a t i o n  o r d e r  as soon as p o s s i b l e  a f t e r  th e  d a t e  o f  

th e  e n t r y  o f  t h e  o rd e r  o f  l i q u i d a t i o n

(1) b y  f i r s t  c l a s s  m a i l  and e i t h e r  b y  te le g ra m  o r  t e l e ­

phone , t o  th e  in su ra n ce  d i r e c t o r ,  c om m iss ion e r ,  o r  s u p e r in t e n d e n t  o f

each  j u r i s d i c t i o n  i n  w h ich  th e  in s u r e r  i s  d o in g  b u s in e s s ;

(2) b y  f i r s t  c l a s s  m a i l  t o  a g u a r a n ty  a s s o c i a t i o n  o r  a

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

a r e s u l t  o f  t h e  l i q u i d a t i o n ;

(3) b y  f i r s t  c l a s s  m a i l  t o  a l l  in s u r a n c e  agen ts  o f  th e

in s u r e r ;

(4) b y  f i r s t  c l a s s  m a i l  t o  a l l  p e r s o n s  known o r  r e a s o n a b ly  

e x p e c t e d  t o  have  c la im s  a g a in s t  th e  in s u r e r ,  i n c l u d in g  a l l
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p o l i c y h o l d e r s ,  a t  th e  p e r s o n 's  l a s t  known a d d re ss  as in d i c a t e d  b y  the  

r e co rd s  o f  th e  in s u r e r ;  and

(5) b y  p u b l i c a t i o n  in  a newspaper o f  g e n e r a l  c i r c u l a t i o n  in  

th e  l o c a l e  in  wh ich  th e  in s u r e r  has i t s  p r i n c i p a l  p la c e  o f  b u s in e s s  

and in  o th e r  l o c a t i o n s  t h a t  th e  r e c e i v e r  c o n s id e r s  a p p r o p r ia t e .

(b) N o t i c e  t o  p o t e n t i a l  c la im a n ts  under  (a) o f  t h i s  s e c t i o n  must 

s t a t e  t h a t  a c la im a n t  s h a l l  f i l e  a c la im  w i t h  t h e  r e c e i v e r ,  a lo n g  w i th  

th e  in fo r m a t io n  r e q u ir e d  b y  AS 2 1 .7 8 .1 7 0 (a ) ,  on o r  b e f o r e  th e  da te  

s p e c i f i e d  in  th e  n o t i c e .  The  t im e  s p e c i f i e d  i n  th e  n o t i c e  may n o t  be 

l e s s  th an  s i x  months a f t e r  t h e  d a t e  t h e  l i q u i d a t i o n  o r d e r  was e n te r e d .  

The l i q u i d a t i o n  need n o t  r e q u i r e  a p e rson  c l a im in g  a cash su rren d e r  

v a lu e  o r  o th e r  in ve s tm e n t  v a lu e  in  l i f e  in su r a n c e  and a n n u i t i e s  to  

f i l e  a c la im .  A  c la im a n t  has  a d u t y  t o  keep  t h e  r e c e i v e r  in fo rm ed  o f  

a change o f  a dd ress .

* S e c .  80. AS 21.78 i s  amended by  a d d in g  new s e c t i o n s  t o  re a d :

S e c .  21.78.291. DUTIES OF AGENTS. (a) A  pe rson  who r e c e i v e s  

n o t i c e  i n  t h e  form p r e s c r ib e d  in  AS 21.78.290 t h a t  an in s u r e r  t h a t  the  

p e rson  r e p r e s e n ts  as an a g e n t  i s  t h e  s u b j e c t  o f  a l i q u i d a t i o n  o rd e r ,  

s h a l l ,  w i t h i n  15 days  a f c e r  r e c e i p t  o f  t h a t  n o t i c e ,  g i v e  w r i t t e n  

n o t i c e  o f  t h e  l i q u i d a t i o n  o rd e r  as p r o v id e d  i n  t h i s  s e c t i o n .  The 

n o t i c e  s h a l l  be i n  w r i t i n g  and s h a l l  be  s e n t  b y  f i r s t  c l a s s  m a i l  to  

each  p o l i c y h o l d e r  o r  o th e r  p e rso n  named in  a p o l i c y  i s s u e d  th rou g h  the  

a g e n t  b y  t h e  in s u r e r ,  a t  t h e  l a s t  a d d re s s  c o n ta in e d  i n  t h e  a g e n t 's  

r e c o r d s .  A  p o l i c y  i s  c o n s id e r e d  t o  be  i s s u e d  th ro u g h  an a g e n t  i f  th e  

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

t h e  a g e n t  has had in  th e  a g e n t ' s  p o s s e s s io n  a cop y  o f  t h e  d e c l a r a t i o n s  

o f  t h e  p o l i c y  a t  any  t im e  d u r in g  t h e  l i f e  o f  t h e  p o l i c y ,  u n le s s  the 

ow n ersh ip  o f  th e  e x p i r a t i o n  o f  t h e  p o l i c y  has been  t r a n s f e r r e d  to  

a n o th e r .  The  w r i t t e n  n o t i c e  is s u e d  u nd er  t h i s  s e c t i o n  must in c lu d e
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th e  name and a d d re s s  o f  th e  i n s u r e r ,  th e  name and address  o f  th 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  im p a ired  and th e  n a tu re  o f  th e  

im pa irm en t,  i n c l u d in g  t e r m in a t i o n  o f  c o ve rage  as s p e c i f i e d  in  AS 2 1 . -  

78.100(d) -  (g) . N o t i c e  under t h i s  s e c t i o n  b y  a g e n e ra l  a gen t s a t ' s- 

f i e s  th e  n o t i c e  re q u ir e m e n t  f o r  an a g e n t  under c o n t r a c t  t o  th e  g e n e ra l  

a g e n t .  Each a g e n t  o b l i g a t e d  t o  g i v e  n o t i c e  under  t h i s  s e c t i o n  s h a l l  

f i l e  a r e p o r t  o f  com p lian ce  w i t h  t h e  r e c e i v e r .

(b) An a g e n t  f a i l i n g  t o  g i v e  n o t i c e  or r i l e  a r e p o r t  o f  c o m p l i ­

ance as r e q u i r e d  i i  (a) o f  t h i s  s e c t i o n  i s ,  a f t e r  a p ro c e e d in g  under 

AS 21.06.070 -  21.06.240, s u b i e c t  t o  a p e n a l t y  o f  n o t  more than  $1/000 

and su sp en s ion  o r  r e v o c a t i o n  o f  th e  a g e n t 's  l i c e n s e  is s u e d  under t h i s  

t i t l e .

(c) The r e c e i v e r  may w a iv e  t h e  d u t i e s  imposed b y  t h i s  s e c t io n  i f  

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

in s u r e r  under  l i q u i d a t i o n  i s  a d e q u a te .

S ec . 21.78.292. F I L IN G  OF CLA IMS . (a) P ro o f  o f  a c la im  s h a l l  

be f i l e d  w i t h  t h e  r e c e i v e r ,  i n  t h e  form  r e q u i r e d  b y  AS 21.78.170, on

o r  b e f o r e  th e  l a s t  d a y  f o r  f i l i n g  s p e c i f i e d  i n  th e  n o t i c e  r e q u ir e d

under t h i s  c h a p t e r ,  e x c e p t  t h a t  p r o o f  o f  a c la im  f o r  cash  su rren d e r  

v a lu e  o r  o th e r  in v e s tm e n t  v a l u e  in  l i f -  in su ra n ce  and a n n u i t i e s  need 

n o t  be  f i l e d  u n le s s  e x p r e s s l y  ' / th e  r e c e i v e r .

(b) The r e c e i v e r  may, unde i f o l l o w in g  c ir c u m s ta n c e s ,  p e rm i t

a c la im a n t  who makes a l a c e  f i l i n g  t o  share  in  d i s t r i b u t i o n s ,  w he ther  

p a s t  o r  f u t u r e ,  as i f  t h e  c la im  was n o t  l a t e ,  t o  t h e  e x t e n t  t h a t  a 

paym ent does  n o t  p r e ju d i c e  t h e  o r d e r l y  a d m in i s t r a t i o n  o f  th e  l i q ­

u i d a t i o n :

(1) t h e  e x i s t e n c e  o f  t h e  c la im  was n o t  known t o  th e  c la im ­

a n t  and t h e  c la im  was f i l e d  as  p ro m p t ly  as was r e a s o n a b ly  p o s s i b l e

a f t e r  l e a r n in g  o f  i t ;
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1 (2) a t r a n s f e r  t o  a c r e d i t o r  was a v o id e d  under  t h i s  chap ­

2 t e r ,  o r  was v o l u n t a r i l y  s u r re n d e re d  under  t h i s  c h a p t e r ,  and th e  f i l i n g

3 s a t i s f i e s  t h e  c o n d i t i o n s  o f  AS 21 .78 .253; o r

4 (3) t h e  v a l u a t i o n  u nd er  AS 2 1 .7 8 .1 8 0 (d ) ,  o f  s e c u r i t y  h e ld

5 b y  a s e cu red  c r e d i t o r ,  shows a d e f i c i e n c y ,  a c la im  f o r  w h ich  i s  f i l e d

6 w i t h i n  30 da ys  a f t e r  t h e  v a l u a t i o n .

7 (c) The r e c e i v e r  s h a l l  p e r m i t  l a t e - f i l e d  c la im s  t o  share in

8 d i s t r i b u t i o n s ,  w h e th e r  p a s t  o r  f u t u r e ,  as i f  t h e y  w ere  n o t  l a t e ,  i f

9 th e  c la im s  a re  c la im s  o f  a g u a r a n t y  a s s o c i a t i o n  o r  f o r e i g n  g u a ran ty

10 a s s o c i a t i o n  f o r  re im bursem en t o f  c o v e re d  c la im s  p a id  o r  expenses

11 in c u r r e d ,  o r  b o th ,  a f t e r  th e  l a s t  da y  f o r  f i l i n g ,  and i f  th e  payments

12 were  made and e xp en ses  were  i n c u r r e d  as p r o v i d e d  b y  la w .

13 (d) The  r e c e i v e r  may c o n s id e r  a c la im  t h a t  i s  f i l e d  l a t e  and

14 t h a t  i s  n o t  c o v e r e d  b y  (b) o f  t h i s  s e c t i o n ,  and may p e rm i t  i t  t o

16 r e c e i v e  d i s t r i b u t i o n s  t h a t  a re  s u b s e q u e n t l y  d e c l a r e d  on any c la im s  o f

16 th e  same o r  lo w e r  p r i o r i t y ,  i f  t h e  paym ent does n o t  p r e ju d ic e  th e

17
o r d e r l y  a d m in i s t r a t i o n  o f  th e  l i q u i d a t i o n .  The  l a t e - f i l i n g  c la im a n t

18
s h a l l  r e c e i v e ,  a t  each  d i s t r i b u t i o n ,  th e  same p e r c e n ta g e  o f  th e  amount

19
a l lo w e d  on t h e  c la im  as i s  t h e n  b e in g  p a id  t o  c la im a n t s  o f  a lo w e r

20
p r i o r i t y ,  u n t i l  t h e  c la im  has been  p a id  i n  f u l l .

21
S ec .  21 .78 .293 . R E C E IV E R 'S "  RECOMMENDATION TO THE COURT. (a)

22
The r e c e i v e r  s h a l l  r e v i e w  a l l  c la im s  f i l e d  in  t h e  l i q u i d a t i o n  and

23
s h a l l  make f u r t h e r  i n v e s t i g a t i o n  t h a t  t h e  r e c e i v e r  c o n s id e r s  n eces ­

24
s a r y .  The  r e c e i v e r  may compound, com prom ise, o r  n e g o t i a t e  th e  amount

25
f o r  w h ich  a c la im  w i l l  be recommended t o  t h e  c o u r t ,  u n le s s  th e  r e ­

26
c e i v e r  i s  r e q u i r e d  b y  la w  t o  a c c e p t  a c la im  as  s e t t l e d  b y  a person o r

27
o r g a n i z a t i o n ,  i n c l u d in g  a g u a r a n ty  a s s o c i a t i o n  o r  f o r e i g n  gu a ran ty

28
a s s o c i a t i o n .  As  soon as p r a c t i c a b l e ,  t h e  r e c e i v e r  s h a l l  p r e s e n t  t o

29
th e  c o u r t  a r e p o r t  o f  t h e  c la im s  a g a i n s t  th e  in s u r e r ,  a lo n g  w i th  th e
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1 r e c e i v e r ' s  recom m endations . The r e p o r t  must i n c l u d e  th e  name and

2 a dd res s  o f  each c la im a n t  and th e  amount o f  th e  c la im  f i n a l l y  recom­

3 mended, i f  a n y .  I f  t h e  in s u r e r  has i s s u e d  a n n u i t i e s  o r  l i f e  insurance

4 p o l i c i e s ,  t h e  r e c e i v e r  s h a l l  r e p o r t  t h e  p e rson s  t o  whom, a cco rd in g  to

5 th ~  re co rd s  o f  t h e  in s u r e r ,  amounts a r e  owed as cash  s u r r e n d e r  va lu es

6 o r  o th e r  in v e s tm e n t  v a lu e s ,  and t h e  amounts owed.

7 (bj The  c o u r t  may approve , d i s a p p r o v e ,  o r  m o d i f y  t h e  r e c e i v e r 's

8 r e p o r t  on c la im s .  C la im s  in  a r e p o r t  t h a t  a re  n o t  m o d i f i e d  by the

9 c o u r t  w i t h i n  a p e r i o d  o f  60 days f o l l o w i n g  s u b m is s io n  b y  t h e  r e c e iv e r

10 s h a l l  b e  t r e a t e d  b y  th e  r e c e i v e r  as  a l l o w e d  c la im s .

11 S ec .  21 .78 .294 . DISTRIBUTION OF A S S E v S . Un der  t h e  d i r e c t i o n  of

12 th e  c o u r t ,  t h e  r e c e i v e r  s h a l l  d i s t r i b u t e  a s s e t s  i n  a manner t h a t  w i l l

13 a ssu re  th e  p ro p e r  r e c o g n i t i o n  o f  p r i o r i t i e s  and a r e a s o n a b le  ba lance

14 betw een  th e  e x p e d i t i o u s  c o m p le t io n  o f  t h e  l i q u i d a t i o n  and th e  pro ­

15 t e c t i o n  o f  u n l i q u i d a t e d  and un d e te rm in ed  c la im s ,  i n c l u d i n g  t h i r d - p a r t y

16 c la im s .  D i s t r i b u t i o n  o f  a s s e ts  i n  k in d  may be made a t  v a l u a t i o n s  se t

17 by  agreem en t be tw een  th e  r e c e i v e r  and t h e  c r e d i t o r ,  and approved  by

18
th e  c o u r t .

19
S ec .  2? ,78 .295. UNCLAIMED AND WITHHELD MONEY. (a) A l l  un­

20
c la im e d  money t h a t  i s  s u b je c t  t o  d i s t r i b u t i o n  and rem a ins  in  the

21
r e c e i v e r ' s  hands when th e  r e c e i v e r  i s  r e a d y  t o  a p p l y  t o  th e  c o u r t  fo r

22
d is c h a r g e ,  i n c l u d in g  t h e  amount d i s t r i b u t a b l e  t o  a c r e d i t o r ,  share ­

23
h o ld e r ,  member, o r  o th e r  person who i s  unknown and can n o t  be  found,

24
s h a l l  be d e p o s i t e d  w i t h  th e  Departm ent o f  Revenue , and s h a l l  be pa id ,

25
w i t h o u t  i n t e r e s t ,  t o  t h e  person e n t i t l e d  t o  r e c e i v e  i t  o r  t o  the

26
p e r s o n 's  l e g a l  r e p r e s e n t a t i v e  upon p r o o f  s a t i s f a c t o r y  t o  t h e  Depart­

27
ment o f  Revenue o f  th e  p e r s o n 's  r i g h t  t o  i t .  N o tw i t h s t a n d in g  the

28
p r o v i s i o n s  o f  AS 34.45, an amount on d e p o s i t  w i t h  t h e  Departm ent of

29
Revenue t h a t  i s  n o t  c la im ed  w i t h i n  s i x  y e a r s  a f t e r  t h e  d is c h a rg e  of
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t h e  r e c e i v e r ,  i s  c o n s id e r e d  t o  be abandoned , and s h a l l ,  w i t h o u t  fu r ­

t h e r  p r o c e e d in g s ,  be d e p o s i t e d  in  th e  g e n e r a l  fund .

(b) A l l  money r e t a in e d  f o r  c la im s  d e s c r ib e d  i n  AS 21.78.280 and 

n o t  d i s t r i b u t e d ,  s h a l l ,  upon d is c h a rg e  o f  th e  r e c e i v e r ,  be d e p o s i t e d  

w i t h  th e  D epar tm en t o f  Revenue and p a id  i n  a cco rdan ce  w i t h  AS 2 1 .7 8 . -  

260. Any  amount re m a in in g  t h a t ,  under AS  21 .78.260, w ou ld  r e v e r t  to  

t h e  u n d i s t r i b u t e d  a s s e t s  o f  th e  in s u r e r ,  s h a l l  be t r a n s f e r r e d  t o  the 

D e p a r tm e n t  o f  R even ue . Remaining amounts become th e  p r o p e r t y  o f  the 

s t a t e  under  (a) o f  t h i s  s e c t i o n ,  u n le s s  t h e  d i r e c t o r ,  i n  th e  d i r e c ­

t o r ' s  d i s c r e t i o n ,  p e t i t i o n s  th e  cou r t  t o  reopen  th e  l i q u i d a t i o n  under 

AS 2 1 .78 .297 .

S e c .  21 .78 .296 . TERMINATION OF PROCEEDINGS. (a) When a l l  

a s s e t s  j u s t i f y i n g  th e  e xpense  o f  c o l l e c t i o n  and d i s t r i b u t i o n  have  been 

c o l l e c t e d  and d i s t r i b u t e d  under  t h i s  c h a p t e r ,  t h e  r e c e i v e r  s h a l l  a pp ly  

t o  t h e  c o u r t  f o r  d i s c h a r g e .  The c o u r t  may g r a n t  t h e  d i s c h a r g e  and 

make a d d i t i o n a l  o r d e r s  th e  c o u r t  c o n s id e r s  a p p r o p r i a t e .

(b) A n y  o t h e r  p e rso n  may ap p ly  t o  t h e  c o u r t  a t  any  t im e  f o r  an 

o r d e r  under  (a) o f  t h i s  s e c t i o n .  I f  t h e  a p p l i c a t i o n  i s  d e n ie d ,  the 

a p p l i c a n t  s h a l l  p a y  t h e  r e c e i v e r 's  c o s t s  and e xp en ses  in c u r r e d  in  

r e s i s t i n g  t h e  a p p l i c a t i o n ,  in c lu d in g  a r e a s o n a b l e  a t t o r n e y ' s  f e e .

S e c .  21 .78 .297 . REOPENING L IQ U ID A T IO N .  A f t e r  th e  l i q u i d a t i o n  

p r o c e e d in g  has been  t e r m in a te d  and th e  r e c e i v e r  d i s c h a r g e d ,  th e  d i r e c ­

t o r  o r  an i n t e r e s t e d  p a r t y  may a t  a n y  t im e  p e t i t i o n  t h e  c o u r t  to  

r e o p e n  th e  p r o c e e d in g s  f o r  good cause , i n c l u d in g  t h e  d i s c o v e r y  o f  

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

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

o p e n e d .

S e c .  21 .78 .298 . D ISPO SIT ION  OF RECORDS DURING AND AFTER  TERMINA­

T IO N  O F  L IQ U ID A T IO N .  I f  i t  appears t o  t h e  d i r e c t o r  t h a t  t h e  reco rds
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o f  an in s u r e r  t h a t  i s  in  the  p ro cess  o f  L i q u i d a t i o n ,  or i s  c o m p le t e l y  

l i q u i d a t e d ,  a re  nc lo n g e r  u s e f u l ,  the  d i r e c t o r  may recommend to  the  

c o u r t ,  and th e  c o u r t  s h a l l  d i r e c t ,  wh ich  r e c o rd s  sh ou ld  be r e t a in e d  

fo r  f u t u r e  r e fe r e n c e  and w h ich  shou ld  be d e s t r o y e d .

* Sec . 81. AS 21.90.900 i s  amended by a dd in g  new paragraphs  to  r e a d :

<26) " im p a i r e d "  or " im p a irm e n t” means th a t

(A) an i n s u r e r 's  p o l i c y h o l d e r  s u rp lu s  i s  g r e a t e r  than 

z e r o  bu t  l e s s  than  t h a t  r e q u ir e d  by AS 21.09.070 f o r  the  a u t h o r i ­

t y  to  t r a n s a c t  th e  k i ' i s  o f  in su ran ce  b e in g  t r a n s a c t e d ;  or

(B) an in s u r e r  i s  be in g  o p e r a te d  in  a manner t h a t  has • 

caused  or m igh t cause  i r r e p a r a b le  l o s s  and i n j u r y  to  the  in s u r e r
i

o r  to  the  p u b l i c ;

(25) " i n s o l v e n t "  o r  " i n s o l v e n c y "  means th a t  an i n s u r e r 's  

p o l i c y h o l d e r  s u rp lu s  i s  l e s s  th a n  or eq u a l  to  z e r o ;

(26) " p o l i c y h o l d e r  s u r p lu s "  means

(A) f o r  a s to c k  in s u r e r ,  th e  sum o f  i t s  c a p i t a l ,  as 

r e p r e s e n t e d  by  th e  a g g re g a te  par v a lu e  to  i t s  o u ts ta n d in g  c a p i t a l  

s t o c k ,  and i t s  s u r p lu s ,  i f  any ;

(B) f o r  a m u tua l in s u r e r ,  i t s  s u r p lu s ,  b o th  b a s i c  

g u a ra n te e d  and a d d i t i o n a l ,  i f  any;

(C) f o r  an in s u r e r  o th e r  th a n  a s to c k  or  m u tua l i n s u r ­

e r ,  th e  n e t  w o r th  o f  th e  in s u r e r ,  c a l c u l a t e d  as i t s  r e c o rd e d  

a s s e t s  l e s s  i t s  l i a b i l i t i e s ,  as d e te r m in e d  b y  th e  a c c o u n t in g  

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

*  S e c .  82. AS 2 1 .0 9 .0 8 0 (b ) ,  2 1 .0 9 .0 8 0 (c ) ;  AS 21 .21 .020( b ) , 2 1 .2 1 . -

270(d); and  AS 21.78.330(1) a re  r e p e a le d .

*  Sec . 83. AS 2 1 .7 8 .0 9 0 ( f)  added b y  sec .  63 o f  t h i s  A c t ,  has the  e f f e c t  

o f  chan g ing  A la s k a  R u le  o f  C i v i l  P rocedure  6 2 ( a ) , and A la s k a  R u le s  o f  

A p p e l l a t e  P rocedu re  205, 405, 603, and 6 1 1 (d ) ,  b y  p r o v i d in g  f o r  an
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1 aut:om atic  s t a y  o f  a c t i o n  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 2 * S e c .  84. AS 2 1 .7 8 .0 3 0 (c ) ,  as r e p e a le d  and r e e n a c te d  by  s e c .  60 o f

3 t h i s  A c t ,  has th e  e f f e c t  o f  ch an g in g  A la s k a  R u le  o f  C i v i l  P rocedure  65 (c ) ,

4 by  p r o v i d in g  t h a t  a bond may n o t  be  r e q u i r e d  o f  t h e  d i r e c t o r  o f  th e  d i v i ­

5 s io n  o f  in su ra n ce  as a p r e r e q u i s i t e  t o  th e  c o u r t ' s  i s s u in g  an i n j u n c t i o n  or

6 r e s t r a i n i n g  o r d e r .

7 * S e c .  85. AS 2 1 .7 8 .1 0 0 (h ) ,  added  b y  s e c .  64 o f  t h i s  A c t ,  has the

j 8 e f f e c t  o f  ch an g in g  A la s k a  R u le  o f  C i v i l  P ro cedu re  41, and A la s k a  R u le s  o f

i 9 A p p e l l a t e  P ro cedu re  511 and 606, b y  p r o v i d i n g  t h a t  an a c t i o n  may n o t  be

10 b ro u g h t  a g a in s t  t h e  in s u r e r  o r  r e c e i v e r ,  and e x i s t i n g  a c t i o n s  may n o t  be

11 l i t i g a t e d  a f t e r  a r e c e i v e r  i s  a p p o in te d  b y  t h e  c o u r t .

12 * S e c .  86. AS 21 .78 .130 (j ) (3) , added b y  s e c .  65 o f  t h i s  A c t ,  has the

13 e f f e c t  o f  ch an g in g  A la s k a  R u le  o f  C i v i l  P rocedu re  19, b y  a l l o w in g  a r e c e i v ­

14 e r  t o  i n t e r v e n e  i n  a c o u r t  p r o c e e d in g .

15 * S e c .  87. AS 21 .12.020, as r e p e a le d  and r e e n a c te d  i n  s e c .  18 o f  t h i s

16 A c t ,  a p p l i e s  t o  a l l  r e in s u r a n c e  t r a n s a c t i o n s  h a v in g  an i n c e p t i o n ,  a n n i v e r ­

17
s a r y ,  o r  ren ew a l d a t e  on o r  a f t e r  J u l y  1, 1990.

18
* S e c .  88. I f ,  on t h e  e f f e c t i v e  d a te  o f  t h i s  A c t ,  an i n s u r e r  has i n ­

19
v e s t e d  i n  a p o o le d  in v e s tm e n t  t h a t  does  n o t ,  w i t h i n  one y e a r  a f t e r  th e

20
e f f e c t i v e  d a t e  o f  t h i s  A c t ,  appear  on t h e  l i s t  o f  e l i g i b l e  p o o le d  i n v e s t ­

21
ment com pan ies  m a in ta in e d  b y  th e  d i r e c t o r  o f  t h e  d i v i s i o n  o f  in s u r a n c e ,  or

22
i f  an in s u r e r  has in v e s t e d  i n  a p o o le d  in v e s tm e n t  t h a t  i s  s u b s e q u e n t ly

23
removed from t h e  l i s t  m a in ta in e d  b y  t h e  d i r e c t o r  o f  t h e  d i v i s i o n  o f  in s u r ­

-24
ance , t h e  in v e s tm e n t  i s  t r e a t e d  as d e s c r ib e d  i n  AS 2 1 .2 1 .3 1 0 (a ) .

25
* S e c .  89. T h i s  A c t  t a k e s  e f f e c t  im m e d ia te ly  under  AS 0 1 .1 0 .0 7 0 (c ) .

26

27

28

29
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S B  212
A N  A C T  R E L A T I N G  T O  IN S U R E R  S O L V E N C Y

Sectional A n a lys is  b y  the  
D epartm en t o f Com m erce and Econom ic D eve lopm en t, 

D iv is ion  o f Insurance

D IR E C T O R  O F  I N S U R A N C E

Sections 1 through 15 o f th is  A c t  perta in  p r im arily  to the  d irector’s ab ility  to exam ine 
insurers and surplus lines brokers. T h e  director m a y  contract w ith  independen t 
exam iners and m a y  order the  insurer or surplus lines broker to  m ake direct paym en t 
to the  contract exam iner for the  cost o f exam ination . Fo rm erly  licensed insurers and 
surplus lines brokers m ay also be exam ined.

T h e  form at for insurer’s financia l sta tem ents is estab lished to conform  w ith  the 
form at adopted b y  the  N a tion a l Associa tion  o f Insurance Com m issioners (N A IC ) .  The  
director m ay require th a t an insurer, in  addition  to the  required annua l financia l 
reporting, file quarter ly  financia l statem ents. Partic ipa tion  is a llow ed b y  A la ska  
exam iners in  N A I C  association exam ination  o f insurers th a t conduct the  business o f 
insurance in  A la sk a  and other states. C iv il  im m u n ity  is provided  to  d ivision 
personnel, agents o f the  division, regulators o f other states, and  N A I C  s ta ff in  regard 
to th e  publication  o f and docum entation o f reports and in  the  exchange o f regu latory 
inform ation.

Fore ign  and a lien  adm itted  insurers are requ ired to m a in ta in  th e  sam e financia l 
requ irem ents (capita l and surplus) as A la sk a  domestic insurers. M in im u m  financia l 
requ irem ents (capita l and surplus) for A la sk a  incorporated insurers are estab lished  i f  
th e y  w ish  to assum e reinsurance ($10,000,000 a t 12/31/89, $15,000,000 a t 12/31/90, 
and $20,000,000 a t 12/31/91). Dom estic property or casua lty  insurers are proh ib ited 
from  issu ing life  insurance or an n u ity  contracts.

Section 1. A S  21.06.120. E xa m in ation  o f Insurers, page 1.

A m en d m en t to  th is  section clarifies th e  d irector’s a b ility  to exam ine  form erly 
licensed insurers and surplus lines brokers. Insurance contracts issued w h ile  the
(jerson w as licensed m any tim es continue to be in  force a fter th e  person’s licensure 
las ended.

Ad d itio n a lly , fu rther am endm ent specifically a llow s the  d iv is ion  to partic ipate 
a long w ith  insurance regulators from  other states in  the  exam ina tion  o f an  insurer 
located outside o f A laska . T h e  director is also perm itted  to u tilize  contract exam iners.

Section 2. A S  21.06.140 (b). Conduct n f E xam in a tion , page 2.

A m en d m en t to  th is  section clarifies the  d irector’s a b ility  to requ ire th a t 
photocopies o f docum ents requested during an exam ina tion  be produced.
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A m en d m en t to th is  section is p r im arily  editoria l in  nature and provides th a t the 
director m ay w ith ho ld  from  public inspection any m ateria ls ga thered as part o f an 
exam ination  i f  necessary for the  protection o f an y  person from  unw arran ted  in ju ry  or 
i f  i t  is in  the  pub lic ’s best in terest.

Section 3, A S  21.06.150 (e). Examination Reports, page 2,

Section 4̂ -AS,21.0.6J J O, Examinntio.n.Expeng.ê page_2t

Th e  provisions o f th is section are m odified b y  am endatory language th a t m akes 
it  clear th a t insurers are required to bear all costs o f exam inations and th a t the 
director can order an insurer to pa y  a contract exam iner d irectly for its exam ination  
charges.

Section 5. A S  2i.Q6.165, Im m u n ity  for D irector and Others, page 3.

T h is  is a new  subsection th a t  provides c ivil im m u n ity  for a ll d ivis ion  s ta ff and 
insurance regulators in  other states in  regards to in form ation and reports w h ich  are 
singed. H ow ever, im m u n ity  is not provided i f  there is reckless, w illfu l, or in ten tiona l 
m isconduct.

Section 6. A S  21.09.020 (3). Excep tion . Certifica te o f A u th o r ity  Requ irem ent, page 4,

Th e  am endm ent to th is  section is ed itoria l in  nature. I t  is to  provide the correct 
cross reference, A S  21.34.

Section 7. A S  21.09,060. Com binations o f In suring  Power in  O ne  Insurer, page 4.

A m en d m en t to th is  section precludes property or casua lty  insurers from  
transacting life  insurance or from  issu ing annuities.

Section 8, A S  21,09.070 (a),. C ap ita l Funds  .Requ ired of. Fore ign  .Insurers and N e w  
Dom estic Insurers, page 5.

T h e  am endm ents to th is  section are in tended  to provide for more stringent 
financia l criteria for an  insurer to become and rem ain  licensed. T h e  additional 
surplus requ ired to be m a in ta ined  w h en  first licensed is requ ired to  be m a in ta ined  
beyond in itia l licensure. U n d e r  ex is ting  law , the  additiona l surplus could be siphoned 
o ff th e  da y  after the  orig inal certificate o f au thority  w as issued.
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Section 9. A S  21,09,070 (c). page 5.

Th e  repeal and reenactm ent o f th is  section requires foreign or a lien  adm itted  
insurers to m a in ta in  the  cu rren tly  requ ired capita l and  surplus am ounts. U n d e r  
existing  law , a foreign or a lien  adm itted  insurer need on ly  m a in ta in  the  am ount 
requ ired w hen  firs t licensed even  i f  th a t insurer w as first licensed 25 years ago w hen  
th e  am ounts requ ired w ere  subs tan tia lly  lower. A la sk a  domestic insurers have  been 
required to m eet the  h igher standards as adopted over the  years. So, in  effect, th is 
am endm ent provides for equ itab le  trea tm en t both dom estic and foreign or alien 
insurers.

Section 10. A S  21.09.070 (f). page 6.

T h is  is a new  section th a t establishes th a t a domestic insurer m ust possess 
policyholder surplus in  adequate am ounts in  order to  assum e reinsurance. 
Po licyholder surplus required is $10,000,000 a t 12/31/89, $15,000,000 a t 12/31/90, and 
$20,000,000 a t 12/31/91. Th is  requ irem en t does not app ly  to in tracom pany pooling 
arrangem ents be tw een  a ffilia ted  insurers. A  stronger financia l position is required 
for a domestic insurer to ge t in to  the  reinsurance business.

Section 11. A S  21.09.110 (3). A  p l ic a t io n  for Certifica te  o f A u th o r ity , page 7.

T h is  section is  am ended to include the  requ irem ent th a t quarter ly  financia l 
sta tem ents as required b y  the  director be a ttested  to b y  a t least tw o  officers o f the  
insurer or certified b y  th e  regu la tory official o f the  insurer’s sta te o f domicile.

Section 12. A S  21.09.140 (a)(2). M a n d a to ry  Revocation. Suspension o f Certificate. 
page/L

A m en d m en t to th is  section is necessary due to the  change in  A S  21.09.070(c) 
requ irin g  foreign insurers to m a in ta in  th e  current levels  o f po licyholder surplus. 
A lso , the  more correct term s o f "im pa ired " and "in so lven t" have  been substitu ted  for 
"deficiency o f assets". (Th is  section genera lly  perta ins to m anda tory  revocation or 
suspension o f an  insurer’s license.)

Section 13. A S  21.09.200 (a). A n n u a l S ta tem en t, p age 7.

T h is  section perta ins to th e  form at o f the annual financia l s ta tem en t requ ired 
b y  each licensed insurer. A m en d m en t to  th is  section provides for the  adoption o f the 
N a tio n a l Assoc ia tion  o f Insurance Com m issioners (N A IC )  form at (w h ich  has been 
u tilized  historically). Th is  prom otes consistency in  financia l reporting in  a ll states. 
Ad d itio n a lly , th is  section has been am ended to a llow  th e  director to require th a t the  
financia l s ta tem en t be filed  v ia  electronic m edia  (e.g. on com puter disc).
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T h :s  section requires all dom estic insurers to also file the ir annual financial 
sta tem ents w ith  the  N A IC  and to pay  the appropriate fee to the N A IC .  Th e  purpose 
o f th is  is th a t the  N A I C  has developed a data  base for a ll insurers and provides 
ana lytica l services to the various states. (Each  state is linked  by com puter to the 
N A IC  data base.) E ve n tu a lly , it  is expected tha t on ly one filing  o f tne financial 
s ta tem en t v ia  electronic m edia w ill  be filed w ith  the N A IC .  Th is  w ou ld  e lim ina te  the 
need o f a "hard  copy" annual financia l s ta tem en t being filed in  each sta te  in w h ich  an 
insurer is licensed. Th is  w ill be an  expense savings. A lso , i t  w ill  provide for a more 
tim e ly  analysis o f each financia l statem ent.

Section 14. A S  21.09,200 (f). rage 8.

Section 15. A S  21,09.205, Q u a rte r ly  Statem ent..page-8 .

T h is  new  section a llows the  director to require th a t quarterly  financial 
sta tem en ts be filed  w ith  the  d ivision. A  means is provided for more closely 
m on itoring the  financia l w e ll be ing  o f an insurer. Q u arte r ly  statem ents, w hen  
required, are due to be filed  w ith in  60 days a fter the end o f a ca lendar quarter and a 
pena lty  o f $100 per day  for la te  filin g  is imposed.

K IN D S  O F  IN S U R A N C E ,  L IM I T S  O F  R IS K , A N D  R E IN S U R A N C E

In  order to lim it  r isk  to m eet w ith  s ta tu to ry  requirem ents and sound business 
practices, insurers transfer r isk  to other insurers v ia  reinsurance contracts. These 
sections provide the  guidelines and param eters for an A la sk a  dom estic insurer 
re insuring its  insurance contracts w ith  reinsurers. C red it (reduced liab ilities) is 
a llowed in  the  financia l s ta tem en t for reinsurance ceded i f  done in  accordance w ith  
th e  guidelines. T h e  term  "reinsurance" is defined.

Section 16. A S  21,12.020. Reinsurance C red it A llow ed  a Dom estic C ed ing  Insurer. 
page 8.

In  order to he lp  protect th e ir  financia l in teg r ity  and to m eet the  requirem ents 
th a t no more r isk  be reta ined in  an y  one subject th an  10% o f its  policyholders 
surplus, m ost insurers reinsure th e  insurance contracts th e y  have  underw ritten . B y  
appropria te ly  passing th is r isk  to a reinsurer, an insurer is a llow ed to reduce the 
liab ilities  for c la im  paym en ts i t  is requ ired to  exh ib it in  its  financia l s ta tem en t b y  an 
am ount com m ensurate w ith  the  r isk  reinsured. I f  a reinsurer becomes insolven t, all 
o f th e  r isk  p reviously  transferred fa lls back  to  the  insurer. Fo r  th a t  reason, i t  is 
im portan t th a t standards ex is t for reinsurers th a t domestic insurers m ay transfer 
r isk  to  and receive credit for th e  r isk  transferred in  the  form  o f reduced cla im  
liab ilities. T h e  repeal and reenactm ent o f th is  section provides the  criteria  for the 
reinsurers th a t domestic insurers m a y  use and receive credit for in  th e ir  financial 
statem ents.
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G en era lly  credit is a llowed for reinsurance ceded by a domestic insurer to a 
reinsurer if:

1 . th e  reinsurer is licensed in  th is  sta te  as in insurer;
2 . th e  reinsurer is an accredited reinsurer in  the state;
3. th e  reinsurer is dom iciled in  a sta te  tha t em ploys standards for 
reinsurance subs tan tia lly  the sam e as A la sk a  and subm its  to exam ina tion  
by the  d ivis ion ;
4. the  reinsurer is an  alien reinsurer th a t trustees specified am ounts o f 
funds in  the  U n ite d  S ta tes  and the trustees provide an  annua l accounting 
o f the  funds trusteed, and provides certification o f its so lvency by a 
independen t auditor and the  domestic regulator; or
6 . the  reinsurer does not m eet an y o f the  criteria l in  1. through 4. above, 
then  cred it is a llow ed on lv i f  funds are trusteed in a form  (casn, approved 
securities, or acceptable letters o f credit) and for am ounts corresponding 
to on ly  th e  am ount o f funds trusteed.

T h is  section also m a in ta ins  the  existing  law s requ irem ent f ha t no credit for 
re insurance is a llowed i f  the reinsurance contract does not conta in  the  classic 
"in so lvency provis ion ". T h e  "inso lvency provis ion ’ essen tia lly  provides th a t 
reinsurance w ill  continue to be pa id  i f  due even  i f  the  ceding insurer w ere  to become 
insolven t.

T h e  director is also g iven  th e  d iscretionary au thority  to requ ire  an  insurer to 
provide in form ation  in  regards to an y  m ateria l change in  its reinsurance transactions.

Section  17. A S  21.12.120. Reinsurance D efined , page 14.

T h e  te rm  "reinsurance" i3 defined in  th is  new  section. T h is  te rm  w as not 
p rev iou s ly  defined in  T it le  21. T h e  defin ition  is in tended  to convey th a t a transfer o f 
r isk  d irec tly  flow ing  from  the  u n der ly in g  insurance contract is requ ired  to  m eet w ith  
th is  defin ition . I t  is necessary to define th is  term  as other contractual arrangem ents 
be tw een  insurers have  been reported as reinsurance w h en  in  fact th e  transactions are 
o ther financia l arrangem ents h a v in g  no th ing  to do w ith  the transfer o f the  r isk  o f the 
u n der ly in g  insurance contract. M a n y  such arrangem ents have  been  u tilized  due to 
recen t changes in  the  federa l incom e ta x  schem a for insurers.

A S S E T S  A N D  L I A B I L I T I E S

These  sections perta in  to  the  basics in  de term in ing  an insurer’s solvency. I t  includes 
am ended  ru les for de term in ing  w h ich  assets m a y  be included and those w h ich  are 
spec ifica lly  excluded in  de term in ing  th e  asset base for an insurer. R equ irem en ts for 
tn e  es tab lishm en t o f liab ilities  for th e  contractual obligations o f an  insurer are 
included. A  m a ter ia l change requ ir ing  t it le  insurers to estab lish  an  unearned 
p rem iu m  reserve is included. A lso , the  director m a y  require a su re ty  insurer to 
estab lish  a special reserve for ba il bonds or other single p rem ium  bonds th a t do not 
h ave  a de fin ite  exp ira tion  date.
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Section 18. AS 21.18.010. Allowable. AsBet8,_p-flgeJA
T h is  section has a num ber o f general changes in  defin ing the  types o f assets 

a llowed in the  determ ination  o f the  insurer's ab ility  to pay its liab ilities.

To  Subsection (1) is added the  allowance o f deposits in so lven t savings and loan 
associations. Th is  odds a lterna tive  financial in stitu tions to those a lready lis ted  in  the 
current law , such as banks and tru s t companies.

Subsections (2)(A)(B)(C) rem ain  the sam e as the current law .

To  Subsection (2)(D) is added the allowance o f in terest due or accrued on 
deposits in  so lven t savings and loan associations to  com plete its  inclusion as an 
allowed depository above.

Subsection (2)(E) further defines a llowab le  in terest due or accrued as th a t 
earned on real estate m ortgage loans w h ich  are a llow ed in  the in vestm en ts  section o f 
th is  title . A lso  changed is the exception tha t, w h en  the in terest or any taxes are 
overdue more than three months, none o f the  in terest due or accrued m ay be a llow ed 
on th a t loan. Th is  changes the exception in  the  current la w  from  in teres t overdue 18 
m onths to in terest overdue for three m onths and includes the  exception  w h en  taxes 
are overdue for three months. These m odifications ensure th a t in terest on on ly 
mortgages acceptable per th is chapter are a llow ed  and the  exception e lim ina tes  those 
in terest am ounts not y e t  pa id  th a t m a y  not be forthcoming.

To  Subsection (2)(F) is added the  requ irem en t th a t, w h en  co lla tera l is accepted 
to guarantee the paym en t o f ren t more than  three m onths overdue, the  co llateral 
m ust have  a current m arket va lu e  th a t is a t least 75% o f the  am oun t o f to ta l ren t 
due. W ith  th is  addition, w hen  the  current m arke t va lu e  is less th an  75% o f th e  to ta l 
ren t due, the  due and acciued ren t cannot be a llow ed as an asset. T h is  applies on ly  
w hen  ren t is more th an  three m onths overdue. A l l  other due and acciued ren t less 
than  three m onths overdue is a llowed as an asset w ith ou t co lla tera l as defined  in  
current law .

Subsection (2)(G) rem ains the  sam e as the  current law .

Subsection (3) rem ains the  sam e as the  current law .

Subsection (4) has been added to  a llow  as an asset b ills receivable for prem ium s 
and in s ta llm en t prem ium s for other th an  life  insurance policies w h en  the to ta l o f the  
receivable is not more th an  the  unearned p rem ium  he ld  for the  policy and on ly  w h en  
th e  paym en ts are current.

Th is  a llows the  insurance com pany to record prem ium  receivab le  o n ly  w h en  
past paym en ts have been m ade thereby show ing a good chance th a t fu tu re  pa ym en t 
w il l  be received. Th e  receivable is  lim ited  in  th a t i t  cannot be m ore th a n  the  
unearned prem ium  held  on the  in d iv id u a l po licy w h ich  ensures th is  is an  ongoing 
policy th a t has some prem ium  in  reserve for fu tu re  policy periods.
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Subsection (4) has been renum bered (5).

Subsection (5) has been renum bered (6) and reform atted to add Subsection (A). 
To  Subsection (A ) has been added tw o  subsections. These are regarding exem ption 
from  the  lim ita tion  o f a llow ing  as assets on ly three m onths o f prem ium  in  course o f 
collection (less commissions) per policy.

Subsection (5)(A)(ii) exem pts reinsurance prem ium s from  reinsurers authorized 
to do business in  th is  sta te from  th is  three -m on th  lim ita tion .

Subsection (5)(A)(iii) allows as an asset more than  three m onths o f reinsurance 
prem ium s receivable from  reinsurers w hen  a corresponding lia b ility  is recorded by 
th e  reinsurance com pany bu t not w h en  the am ount due more than  90 days is more 
th a n  10% o f the  to ta l assets reported in  the  last financial sta tem en t filed  w ith  the 
director. T h is  helps to ensure the  receivables are recognized b y  the reinsurer and the 
reinsurer has the  ab ility  to pay.

Subsection  (5)(B) deals w ith  prem ium s receivable less commissions payable 
from  a person controlled b y  or controlling the insurer. T h is  control is through 
ownersh ip  or b y  contract and w h en  the  person owes more th an  50% o f the  insurer’s 
prem ium  in  course o f collection as reported in  the  financia l statem ent. In  (B)(i), the 
prem ium s collected b y  the  controlled or controlling person m ust be he ld  in  a trust 
account a t a bank  approved b y  the  division. These funds m ust be kep t separate from  
a ll other funds and pa id  on ly to the  insurer or the  insured. T h e  in ves tm en t income 
from  the account can be allocated as th e  parties w ish . A l l  prem ium s collected b y  the 
controlled or controlling person m ust be deposited in  the  trust account w ith in  5 
w ork ing  days. T h is  ensures the  receipt o f prem ium s receivable b y  th e  insurer and 
reinforces the  person’s fiduciary responsibilities. In  (B)(ii), the  controlled or 
contro lling person m ust provide a clean, unexp ired  irrevocable and unconditional 
le tte r  o f credit or a financia l gu aran ty  bond payab le  to the  insurer for a term  o f at 
least one yea r  w h ich  m eets or exceeds the  am ount o f the  prem ium s payab le  to the 
insurer a t an y  tim e. T h e  L e tte r  o f C red it m ust have  an autom atic extension for one 
yea r  unless the  insurer has received 30 days prior to exp ira tion  w r itten  notice th a t 
the  le tter w il l  no t be renewed. T h e  guarantee bond m ust be o f a continuous term  and 
cancelable on ly  w h en  the  insurer receives a 30 day  w r itten  notice o f term ination  w ith  
the  bond con tinu ing to cover any acts com m itted prior to th e  term ination . T h e  le tter 
o f credit m u s t be issued b y  a Federa l Reserve B a n k  and satisfactory to th e  division. 
T h e  financia l gu aran ty  bond m ust be issued b y  an  insurer authorized to  transact 
business in  A la sk a , w ho  is no t re la ted  to the  insurer or the  purchaser o f the  bond and 
foe satisfactory to the  division. In  (B)(iii), the  prem ium s receivable from  a controlled 
or contro lling person can be a llow ed as an asset w hen  a financia l eva lua tion  shows 
th e  person is so lven t and able to pay. Th is  financia l eva luation  can be ca lled b y  the  
director and w ou ld  be based on a re v iew  o f books and records o f the person. In  
(B)(iv), th e  director can d isapprove a trust agreem ent or le tter o f credit w h ich  he feels 
does not assure th e  sa fety o f the  prem ium s collected. These subsections are m eant to 
ensure th a t prem ium s collected Tby a person controlled b y  or controlling an insurer 
w il l  be ava ilab le  and pa id  to the  insurer w hen  due and, therefore, can be reported as 
an asset.
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Subsection (6) o f the  existing  law , dea ling  w ith  in s ta llm en t prem ium s, has been 
included in  Subsection  (4).

Subsections (7) and (8) rem ain  the  sam e as the  current law .

In  Subsection (9), the  current law  a llows as an asset am ounts receivable b y  an 
assum ing insurer w hen  a so lven t ceding insurer w ithho lds  funds under a reinsurance 
trea ty . T h is  subsection has been am ended to require the  am ount a llowed as an asset 
not to exceed the  am ounts recorded as a lia b ility  b y  the  assum ing insurer for unpaid 
losses and reserves under the reinsurance trea ty . Th is  subsection requires tha t, 
w h en  a ceding insurer w ithho lds funds under a reinsurance trea ty  to guarantee the 
paym en t o f am ounts due, the  assum ing reinsurer m a y  report these am ounts w ith he ld  
as an asset w h en  th e v  also have  reported the  payab le  as a liab ility . A n y  excess 
w ith h e ld  over th e  lia b ility  m ay not be reported as an asset b y  the  assum ing insurer.

Subsection (10) rem ains the  sam e as th e  curren t law .

Subsection (11) defines the E D P  equ ipm ent th a t is a llowab le  as an asset. Th e  
asset can on ly  be electronic da ta  processing and re la ted  equ ipm en t and. operating 
so ftware th a t is  a data  processing, record keeping, or accounting system . T h e  system  
m ust cost $50,000 or more and th e  cost m ust be depreciated fu lly  (periodically 
charged to expense) over ten  ca lendar years or less. T h e  current la w  a llows a system  
o f $25,000 or more in  cost, b u t the  proposed la w  has increased th is  to  $50,000 to 
ensure on ly  true data  processing system s are a llow ed as assets. T h e  ten -yea r  period 
for depreciation has not changed.

Th e  current Subsection (12) has been am ended and renum bered (16) and a new  
Subsection (12) has been added to a llow  as an asset receivables w h ich  arise from  
income ta x  allocations between  organizations. These assets m ust s tem  from  a ta x  
allocation agreem ent w h ich  m eets IR S  regulations, describes the  m ethod o f 
allocation, and  sets a reasonable tim e  for se ttling  the  balances receivable a fter filing 
o f the  ta x  return. T h e  receivable m ust be due from  a so lven t organ ization  th a t is not 
in  de fau lt on its  obligations and m ust m eet a ll o ther requirem ents for adm itted  
assets. Th e  receivable m ust also have  a re la ted  lia b ility  established b y  other 
organizations partic ipa ting  in  the  agreem ent. T h is  subsection defines the 
requirem ents w h ich  m ust be m e t before a receivab le based on a ta x  allocation can be 
a llow ed as an asset.

Subsection  (13) has been added to a llow  as an asset th e  effect o f the  excess o f 
assets over liab ilities  on conversion to U .S . currency w h en  the  item s are reported in  
foreign currencies. B y  w a y  o f exp lanation , i f  each o f th e  asset and lia b ility  item s is 
reported in  foreign currency, th is  en try  w ou ld  convert the  n e t to ta l to U .S . dollars. I f  
each in d iv id u a l lin e  item  is converted to U .S . dollars, th e  resu ltan t ga in  or loss in  
foreign exchange rates is recorded on th e  s ta tem en t o f operations.

Subsection (14) is added to a llow  as an asset on ly  the  unsecured receivable from  
a so lven t a ffilia te  th a t is not more th an  s ix  m onths past due and w here  a re la ted  
lia b ility  has been reported b y  the  affilia tes. T h is  ensures th a t the  receivable is 
recognized as a payable b y  the a ffilia te  and paym en t w ill be m ade w ith in  s ix  months.
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Subsection (15) a llows as an asset a receivable from  a w h o lly  or partia lly  
un insured  accident and hea lth  plan. T h is  w ou ld  arise from  a self-insurance plan o f 
the  insurer.

Subsection (12) o f current law  is renum bered (16) and rem oves the  approval o f 
the  director as necessary for the  reporting o f assets not specifically lis ted  herein and 
replaced it  w ith  a llow ing  those assets included in  the  annual s ta tem en t form  and 
consistent w ith  instructions published b y  the  N A I C  (as approved b y  the  director).

Subsection (13) o f the  current law  is renum bered (17) and a llows the director’s 
discretion in  determ in ing  assets not inconsistent w ith  the  other provisions.

Section 19. A S  21.18.030. A ssets  N o t  A llo w e d, page-21.

Subsections (a) (1)(2)(3) rem ain  the  same as the  current law .

Subsection (a) (4) is am ended to specifically exclude from  assets tangib le 
personal property, includ ing bu t not lim ited  to th a t listed  in  th e  current law . Th is  
subsection is also am ended to rem ove the  broad exception th a t a llows property 
p erm itted  under Chap ter 21 (Investm ents) b u t re ta ins the  exem ption  in  21.21.270 
regard ing acquisitions o f property through the  foreclosure o f chatte l mortgages. 
These am endm ents add a broad defin ition  o f the  types o f property th a t cannot be held 
and lim its  th e  exceptions included in  the  In ves tm en ts  Chapter.

Subsection  (a) (5) rem ains the  same as the  current law .

Subsection (a) (6) excludes bonds and notes w h ich  are secured b y  mortgages or 
deeds or tru s t w h ich  are in  default.

Subsection (a) (7) is added to exclude the  paym en ts o f A lte rn a tiv e  M in im u m  T a x  
or o ther ta x  refunds receivable from  U .S . or sta te ta x in g  authorities w h ich  are in  
d ispute. T h is  e lim inates the  recording as an asset o f long -term  ta x  receivables in  
d ispu te and noncollectible.

Subsection  (a) (8) is added to exclude th e  am ount o f com m itted commissions 
w here  the  present va lu e  o f fu ture commissions is pa id  in  advance to agents.

Subsection  (a) (9) is added to exclude as assets the  forward ing o f commissions 
and fees before th e  earn ing o f these am ounts b y  agents. These subsections exclude 
w h a t w ou ld  be a prepaym en t am ount to agents th a t w ou ld  be h ig h ly  uncollectable for 
the  paym en t o f liab ilities.

Subsection  (a) (10) excludes unsecured loans from  outside sources since these 
are u n k n own collection risks.
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Subsection (b) requires th a t all assets w h ich  are not a llowed because o f doubtful 
va lu e  or character be deducted from  the  gross assets unless the  director perm its a 
reserve (liab ility ) instead. Th is  section requires a fu ll reporting o f assets held and 
deducting assets w ith  questionable va lue  to determ ine an insurer’s ab ility  to m eet its 
contractual obligations.

Sections 20 and 21. AS 21.18.060 (a) and (b). .Unearned j^em ium Jteaerve^pages 22 
a n d iu L

T h is  section lias been am ended on ly  to reflect ed itoria l changes. N o  change in 
the  ex is ting  la w s  or in ten t has been undertaken.

Section  22. A S 21.18.073. U n earned P rem ium  Reserve for T i t le Insurance, page 23.

T h is  section is added to require reserves in  addition  to  those required to pay 
losses for T it le  insurance. Th is  is to take  the  form  o f a gu aran ty  fund or unearned 
prem ium  reserve and such fim ds cannot be used for general purposes. In ves tm en t o f 
these funds is a llow ed  and in terest can be included in  the  insurer’s general income. 
T h is  reserve sha ll be ca lcu lated for: (1) policies issued a fter Ja n u a ry  1, 1989 as 10% 
o f prem ium s w r itte n  in  the  ca lendar year w h ich  w il l  be reduced b y  5% for each o f the 
n ex t 20 years; and  (2) policies issued before Ja n u a ry  1, 1989 as $.30 per $1,000 face 
am oun t o f a ll policies issued in  the  las t ten  years. N o  add itiona l reserve o f th is  type  
is requ ired for policies issued more th an  ten  years ago. T h is  ensures suffic ien t assets 
to p a y  claims.

Section  22. A S  21.18.075. B a il Bond Reserve, page-25,

T h e  d irector m a y  requ ire a reserve for ba il bonds or o ther single prem ium  bonds 
th a t are w ith o u t an exp ira tion  date and furn ished in  ju d ic ia l proceedings in  the 
am oun t o f 25% o f to ta l consideration charged for those bonds outstanding. Th is  
ensures su ffic ien t reserves to pay  claim s and is in  place o f the  unearned prem ium  
reserve requ ired  b y  A S  21.18.050.

Section  23. A S  21.18.120. V a lu a tio n  o f Bonds, page 25.

T h is  section, in  general, sets ou t th e  va lua tion  o f bonds th a t are a llow ed to be 
purchased and how  th e y  are to be recorded. I t  is am ended to  require the  bonds be 
issued b y  a so lven t e n tity  and  requires am ortiza tion  o f bond p rem ium  or discount.

Subsection  (b) has been  deleted and included in  21.18.160.

Section  24. A S  21.18.900. D efin itions, page 26.

A  n ew  section has been  added to define term s used in  th is  chapter.
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Th e  in ves tm en t o f on insurer’s assets in appropriate and safe in vestm en ts is 
im portan t for con tinu ing solvency. These sections e x tens ive ly  expand on the  k ind, 
qua lity , and am ounts o f in vestm en ts  a llow ed to be m ade by  an insurer o f its assets. 
T h e  types o f equ ities and in vestm en ts have  changed s ign ifican tly  in  the last tw en ty  
years and the  am endm ents bring recognition o f these new  in vestm en ts  and the  rules 
for an insurer desiring to in ve s t its assets in  them .

Sectka.25 AS_2L21JI2Q. te)._EligiblêJay_eatmeiitŝpage

Changes s im p lify  the  language and delete the  grandfathering  necessary for the 
1966 mfqor redra fting  o f th is  chapter bu t w h ich  now, after 22 years, is not required.

I N V E S T M E N T S

Secticna-26J_an(L22L

These m odifications closed a loophole in  prior law . In  th e  past, insurers could 
acquire o therw ise ine lig ib le  assets b y  accepting these assets as paym en t under a 
contract o f reinsurance. Th e  new  section requires the prior w r itte n  approva l o f the 
director concerning a reinsurance contract being purchased substan tia lly  w ith  
ine lig ib le  assets. Should  such a transaction  have occurred w ith o u t the  prior approval 
o f the director, the director is g iven  a range o f options for dea ling  w ith  e ither the 
ine lig ib le  assets or th e  contract o f reinsurance.

Section 28._ AS 21.21.050.. D iversific atien.of Investments. page. 28,

These changes exem pt a new  clan o f securities from  the  general proh ib ition  o f 
lend ing  based upon the cred it o f or in ves tin g  in  an y one person or category o f risk 
more th an  five  percent o f an  insurer’s assets. Th e  new  category is the general 
obligation  o f a sta te  o f the  U n ite d  S ta tes  o f Am erica  not in so lven t and whose 
securities are not then  in  defau lt. These  securities are ju dged  to be a safe and 
p ruden t in vestm en ts  w ith  th e  change a llow ing  larger in vestm en ts  b y  A la sk a n  
insurers in  the  securities o f the  S ta te  o f A laska .

A n  in ves tm en t lim ita tion  designed to add to the sa fe ty  and soundness o f 
A la s k a ’s domestic insurance in du stry  is increased. Curren t la w  requires a dollar 
figure equal to a domestic insurer’s m in im u m  required cap ita l to be in vested  in  
specified assets hav in g  a m in im um  o f associated risk. T h e  changes m od ify  the 
m in im u m  dollar am ount to  th e  higher o f the  p reviously  specified m in im u m  cap ita l or 
one -ha lf o f the  insurer’s reported capita l as shown on its m ost recent s ta tem en t o f 
financia l condition filed  w ith  th e  director. Th e  specified "m in im u m  risk " assets are 
m odified  to requ ire bank  deposits to be fu lly  insured or co llateralized, and real estate 
m ortgage loans are e lim ina ted  as a "m in im u m  risk " asset.
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F in a lly , the  director is g iven  the  au thority  to consent to an  insurer investing 
more than  ten percent o f its  assets in  common stocks w h ich  is the same authority  
granted the  director in  Subsections (6) and (7) wh ich  deal w ith  corporate obligations 
and m iscellaneous assets.

Section 29,. A S  21.21.080. S ta te . Coun ty . M u n ic ip a l and School Q M g atiQnflt.j2flge_3_(L

T h e  am endm ents to th is section requ ire th a t more conservative  in vestm en t 
choices be m ade b y  insurers in  respect to in ves tm en t in  the  obligations o f the political 
subdivis ions o f a sta te  or province. T h e y  e lim inate, as an elig ib le  investm ent, the 
obligations secured by a pledge or assignm ent o f specific revenues o f a political 
subdivision. T h is  paralle ls the  recent tigh ten ing  done b y  the  federal governm ent 
w ith  respect to ta x  exem ption  for the  in terest from  industr ia l revenue bonds. Bonds 
w h ich  are payab le  on ly from  a specific revenue source m ay carry the patina  o f safety 
associated w ith  the  political subd ivis ion  b y  w hom  th e y  are issued but, in  fact, are not 
required to be pa id  should the  source o f revenue fa il, as w ou ld  be the  case, w ith  a 
subd ivis ion ’s general obligation bond. R evenue  bonds o f states and provinces and 
politica l subd ivis ions thereof continue as elig ib le  in vestm en ts  under th is  chapter.

These  changes further require for the  obligations o f states and political 
subdivis ions to be elig ib le  for in ves tm en t th a t the  associated sta te  or province he :

(1) so lven t;

(2) have  the  power to le v y  taxes for prom pt paym en t; and

(3) not be in  defau lt on its obligations.

Section 30. A S  21.2X.130. In ter -Am erican .D eve lopm en t B ank . page.3Q,

T h is  change adds the  A fr ica n  and A s ia n  D eve lopm en t B anks  to the  e lig ib le lis t 
o f deve lopm ent banks in to  w h ich  in ves tm en ts  can be placed. Provisions regarding 
so lvency and nondefau lt s ta tus are also added for e lig ib ility .

Section 31. A S  21,21.140. Corporate Bond and Debentures, page 31.

Am en dm en ts  to th is  section are to enhance th e  c la r ity  o f the  language. The  
in ten t o f th e  ex is ting  la w  is no t altered.

Section 32. A S  21.21.150. Preferred or G uaran teed  Stocks, page 32.

Th e  changes to  th is  section tigh ten  u p  th e  e lig ib le preferred or guaranteed stock 
in ves tm en ts  b y  add ing a nondefau lt requ irem ent. Changes for the  purpose of 
clarification  are m ade w ith  respect to  the  fina l year m easurem en t o f d iv idends during 
th e  im m ed ia te  preceding tw o  fiscal years.
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Section 33. A S  21.21.160. C o m m o n  Stocks, page 33,

Th is  change tigh tens up the  e lig ib le com mon stock requ irem en t b y  adding a 
nondefau lt requirem ent.

Section 34. A S  21.21.170. Insurance Stocks, page 3.4

Th is  change tigh tens up the  e lig ib le insurance stock requ irem en t b y  adding a 
nondefau lt requirem ent.

Section 35. A S  21.21.190,..E q u ip m en t T ru s t C ertifica tes , page .3A  

These changes are editoria l only.

SectiQflJ3.fi.ASJ2L21J245. Pooled.Iavestments,.page_34,.

Prior s ta tu te  language w as w r itte n  before the  ad ven t o f m u tua l funds, 
in ves tm en t trusts, u n it in ves tm en t trusts and s im ilar popular in ves tm en t vehicles. 
T h is  new  section provides a s ta tu to ry m ethod for a llow ing  and contro lling a domestic 
insurer’s use o f these in ves tm en t m echanism s b y  estab lish ing a category titled  
"Pooled In ves tm en ts " in to w h ich  in ves tm en t w ill  be  authorized b y  an  insurer on ly  i f  
th e  pooled in ves tm en t appears on a lis t o f e lig ib le  pooled in ves tm en t en tities  to be 
m a in ta ined  by the  director. T h is  approach is s im ila r to th e  trea tm en t used to 
m anage pooled in vestm en ts b y  credit un ion regulators and m akes use o f defin itions 
established under the  In ves tm en t C om pany A c t  o f 1940 and th e  In te rn a l R evenue 
Code o f 1986.

I t  m ay be argued th a t any "pooled in ves tm en t" th a t contains elig ib le  securities 
should also be elig ible for in ves tm en t b y  insurers. Th is , how ever, is an  extrem ely  
dangerous assum ption w h ich  is best illu s tra ted  by exam ple.

U .S . G overnm en t Securities are genera lly  he ld  to be the  standard  for a safe and 
sound conservative in vestm en t. M o s t U .S . governm ent m u tu a l funds also a llow  use 
o f options and in terest rate fu tu re ’s contracts w h ich  can e ither be h ig h ly  specu la tive 
or income protecting ledger depending on the ir  use. Thus , depend ing  on th e  ranking 
o f priorities in  the  pooled in ves tm en t’s in ves tm en t objectives, th e  experience o f the 
fund  m anager and other in te n t language in  the  reg istration  docum ents, a pooled 
in ves tm en t can on the  surface appear to be conservative w h ile , in  practice, i t  is 
m anaged in  a m anner w h ich  pu ts the  pooled in ves tm en t a t the  opposite end o f the 
sa fe ty  and soundness spectrum , a resu lt w h ich  w ou ld  frustra te  th e  leg is la tive  in ten t 
o f th is  title .
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Insurers should be a llowed the  use o f pooled in ves tm en t teclm iques because 
th ey  lower risk  through diversification  and provide another source o f professional 
funds m anagem ent. Th is  section’s approach provides th a t opportun ity  w ith  a 
m echanism  to  avo id the  r isk  o f speculation and w h ich  "p iggybacks" on the  w ork  o f 
other regulators. O ther  changes dea ling w ith  how  insurers w il l  be m easured w ith  
reference to  adherence to the  in vestm en t d iversification  and concentration 
prohibitions o f th is  chapter and a m ethod for trea ting  cu rren tly  held pooled 
in vestm en ts  after adoption o f th is  section are also included.

Section 37. AS 21,21.25IUc), .Miscellaneous Investments, page.35,

A  new  subsection is added th a t perm its an insurer to in ves t in  obligations o f the 
life  and d isab ility  guarantee fund w hen  established.

Section 38. A S  21.21.270. C h a tte l Mortgages,-page_35_t

T h e  changes provided in  th is  section pertains to an insurer’s chatte l mortgages 
and accomplish th e  follow ing:

(1) requires th a t appraisers h ired to va lu e  an insurer’s in terest in  a property 
m ust be independen t o f the  insurer; and

(2) enhances an insurer’s ab ility  to place liens on personal property for the 
im provem en t o f th a t insurer’s collection efforts even  w h en  th a t lien  is a 
property in terest in  w h a t otherw ise m ay be an ine lig ib le  in vestm en t.

Section 39. A S  21.21.280. R ea l E s ta te . patre_3&

T h e  firs t change in  th is  section dea ling w ith  insurer-owned real estate clarifies 
how  the  m a x im u m  allowable in ves tm en t w ill  be measured.

O th e r  changes enhance and c larify  an  insurer’s au thority  to own real estate in  
excess o f th a t w h ich  w as previously allowed. O w nersh ip  o f excess space for ren t to 
others is  n e w ly  authorized i f  such space is reasonably an tic ipated  to be required for 
fu ture expansion  or in  order to have  a bu ild ing  th a t w ill  be an  economic un it. A  
provision is also m ade for insurers, under certain  conditions, to  hold real estate for 
th e  production o f incom e w ith  the  prior approval o f the  director and on ly  up  to a 
m ax im um  lim it o f five  percent o f the  insurer’s assets.

Section 40. A S  21.21.310. Fa ilu re  to D ispose of BeaLEgtate JEroperty-OE-Sgqiritieg, 
page_31L

T h is  change, m ade for the  purposes o f clarification, specifies th a t assets 
requ ired to  be disposed o f m ay  not be a llowed as an "adm itted " asset for the  purpose 
o f determ in ing  an insurer’s financia l solvency.
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Section 41, A S  2 1.21.350. Investment. Transactions with Affiliated or Controlling

T h is  new  section provides for p ruden t ru les for insurers to deal w ith  in vestm en t 
transactions w ith  a ffilia ted  or controlling persons. Before purchasing or selling an 
o therw ise perm issib le in ves tm en t issued b y , due from  or through the  use o f a broker 
w ho is an  a ffilia ted  or controlling person or purchasing or se lling  e ither to or from 
same, an insurer m ust firs t disclose the  facts and circum stances o f the  relationship 
fu lly  to its  board o f directors. Once the  insurer’s board has th e  facts, th e y  then  are 
reau ired  to specifica lly authorize the  transaction. In ves tm en ts  or loans are required 
to be a t current m arke t transfer prices or a t com m ercia lly reasonable rates w ith  the 
board being required to m ake th a t determ ination . Excep tions are provided for the 
board to re ly  on independen t th ird  party  experts and to  ignore transactions w here  the 
financia l in terest is nom inal.

Section 41, A S  21.21.355. C erta in  Deposits N o t  Proh ib ited , page 41.

T h is  add ition  clarifies th a t noth ing  in  th is  chapter proh ib its an insurer from  
m ak ing  a deposit o f its  securities for the  purposes o f protecting the  in terests o f its 
policyholders, or w here  i t  is necessary to secure perm ission to transact business or as 
co llateral for th e  securing o f an y  bond for the  business o f th e  insurer. These  purposes 
genera lly  are designed to protect the  in terests o f th e  insurance consum ing public and 
th is  change is an  a ttem p t to  avo id  in ad ve r ten tly  frustra ting  th a t objective.

Section 41. A S  2L21.3 iL(L_QptiQns^nd_Eutures_Contracts. page 41.

O ve r  th e  la s t decade, th e  U .S . financia l m arkets have  developed organized 
options and fu ture  contract m arkets. Proper use o f these financia l instrum en ts w hen  
undertaken  under a po licy o f hedging, as approved b y  an insurer’s board o f directors 
and p ru den tly  executed, can be an im portan t pa rt o f reducing an insurer’s overall 
in ves tm en t risk. R eduction  o f in ves tm en t r isk  increases the  sa fe ty  and soundness o f 
insurers and, thus, protects A la s k a ’s insurance consum ing public. There  curren tly 
exists no m echan ism  under A la s k a ’s Insurance L a w  w h ich  provides our domestic 
insurers w ith  th e  opportun ity  to u tilize  options and fu ture contracts.

T h is  n ew  section specifies th a t options and fu ture contracts m a y  be en tered in to  
b y  a dom estic insurer i f  done under a policy of hedg ing an insurer’s r isk  from  m arket 
fluctuations approved b y  bo th  th e  insurer’s board o f directors and th e  director.

W ith  regard to va lu a tion  and accounting on the  insurer’s financia l statem ents, 
th is  n ew  section closely fo llows the  m odel ru le  adopted b y  the  N a tio n a l Association  o f 
Insurance Com m issioners, Securities V a lu a tio n  Office. P u t options, call options, 
o ther stock options, stock purchase w arran ts  and financia l fu tu re  contracts are all 
trea ted  in  some deta il. Conserva tive  va lu a tion  requirem ents, specified accounting 
trea tm en ts  and consistency requ irem ents are in tended  to m anda te  prudence.
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Section 41, A S  21.21.350, In ves tm en t .T ransac tions -w ith  A ff i l ia te d  -o r -C oa tro liiag  
P erso n s^p flse -ik

frh is  new  section provides for pruden t rules for insurers to deal w ith  in vestm en t 
transactions w ith  a ffilia ted  or controlling persons. Before purchasing or se lling  an 
otherw ise perm issib le in vestm en t issued oy, due from  or through the  use o f a broker 
who is an a ffilia ted  or controlling person or purchasing or se lling  e ither to or from 
same, an insurer m ust first disclose the  facts and circumstances o f the relationship 
fu lly  to its  board o f directors. Once the insurer’s board has the  facts, th ey  then  are 
required to specifica lly authorize the transaction. In ves tm en ts  or loans are required 
to ne a t current m arke t transfer prices or a t com m ercially reasonable rates w ith  the 
board being required to m ake th a t determ ination . Excep tions are provided for the 
board to re ly  on indeper J en t th ird  party  experts and to ignore transactions w here the 
financia l in terest is nom inal.

Section 41. A S  21.21.355. C e r ta in  Deposits N o t  PrQhibifed._p.age 4 L

T h is  addition  clarifies th a t noth ing in  th is chapter proh ib its an insurer from 
m aking a deposit o f its  securities for the  purposes o f protecting the  interests o f its 
policyholders, or w here  i t  is necessary to secure perm ission to transact business or as 
collateral for the  securing o f an y bond for the  business o f th e  insurer. These purposes 
genera lly  are designed to protect the  in terests o f the  insurance consum ing public and 
th is  change is an  a ttem p t to avo id  in ad ve r ten tly  frustra ting  th a t objective.

Section 41. A S  21.21.360. O p tions and Fu tu res  Contracts, page 41.

O ver  the  las t decade, the  U .S . financia l m arkets have  developed organized 
options and fu ture contract m arkets. Proper use o f these financia l instrum en ts w hen  
undertaken  under a policy o f hedging, as approved b y  an  insurer’s board o f directors 
and p ruden tly  executed, can be an im portan t part o f reducing an insurer’s overall 
in ves tm en t risk. Reduction  o f in ves tm en t r isk  increases the  sa fe ty  and soundness o f 
insurers and, thus, protects A la s k a ’s insurance consum ing public. There  curren tly  
exists no m echan ism  under A la s k a ’s Insurance L a w  w h ich  provides our domestic 
insurers w ith  the  opportun ity  to u tilize  options and fu ture  contracts.

T h is  n ew  section specifies th a t options and fu ture contracts m a y  be entered into 
b y  a domestic insurer i f  done under a policy o f hedging an insurer’s risk  from  m arket 
fluctuations approved b y  both the  insurer’s board o f directors and th e  director.

W ith  regard to va lua tion  and  accounting on the  insurer’s financia l statem ents, 
th is  n ew  section closely follows th e  m odel ru le  adopted b y  the  N a tio n a l Assoc ia tion  of 
Insurance Com m issioners, Securities V a lu a tio n  Office. P u t options, call options, 
o ther stock options, stock purchase w arran ts  and financia l fu tu re  contracts are all 
trea ted  in  some deta il. Conserva tive  va lua tion  requirem ents, specified accounting 
trea tm en ts  and consistency requ irem ents are in tended to m anda te  prudence.
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T h is  defin itiona l section is h igh ly  expanded to c larify  the  technical terras 
u tilized  in  th is chapter. W h en  possible, w e have specified th a t certain defin itions are 
to be consisten tly app lied  between  th is  and other chapters o f th is title . A n  a ttem p t 
has been m ade to  re ly  on regu la tory structures supervised b y  the  federal governm ent 
or the  N a tio n a l Association  o f Insurance Com m issioners where  those regulatory 
structures have  become the  standards for the  insurance industry  and closely paralle l 
the  regu latory in ten t o f th is title .

Section 42. A S  21.21.600, D efinitions. Pflge_AiL

S U R P L U S  L I N E S  I N S U R A N C E

T h is  section recognizes m u tua l protection and in dem n ity  associations as nonadm itted  
insurers th a t m ay be classified as elig ib le  surplus lines insurers. T h e  financia l 
requ irem ents for an insurer to be included on the "w h ite  lis t" o f elig ib le surplus lines 
insurers have  been increased. T h e  capita l and surplus requirem ents are increased as 
w e ll as th e  am ount o f assets requ ired to be trusteed in  the U n ite d  S ta tes b y  alien 
insurers.

Section 43. A S  21.34.040 (c). E lig ib le  Su rp lus  L in es  Insurers Requ ired, page.47,

Th e  changes in  th is  section genera lly  are for the purpose o f streng then ing the 
financia l requ irem ents for a nonadm itted  insurer to be declared an  elig ib le  insurer 
for the purposes o f the  law fu l underw riting  o f surplus lines insurance under 
A S  21.34. Th e  policyholder surplus requ irem en t for foreign insurers is increased to 
$6,000,000 a t 17 31/89, $7,000,000 at 12/31/90, $8,000,000 a t 12/31.91, $9,000,000 a t 
12/31/92 and $10,000,000 a t 12/31/93. T h e  policyholder surplus requirem ents for 
a lien  insurers is th e  sam e as those above for foreign insurers. T n e  am ount o f 
trusteed assets required in  the U n ite d  S ta tes  for an  a lien  stock or m u tu a l insurer has 
been increased from  $1,500,000 to $5,000,000, and for L lo yd ’s has been  increased 
from  $50,000,000 to  $100,000,000. A d d itio n a lly , the policyholder surplus 
requ irem en t for an "insurance exchange" dom iciled in  another sta te  has been 
increased from  $15,000,000 to $20,000,000.

T R A D E  P R A C T IC E S  A N D  F R A U D S

T h is  section provides for c iv il im m u n ity  for a person th a t provides in form ation  to law  
enforcem ent officials, the  N A IC ,  the  D iv is ion  o f Insurance, or other sta tes ’ insurance 
regulators perta in ing  to  fraudu len t insurance acts.

Section 44. A S  21.36.360 (r). F rau d u len t or C r im in a l Insurance Acts , page 49.

T h e  new  subsection defines and clarifies insurance re la ted  even ts th a t 
constitu te crim ina l ac tiv ity . T h is  typ e  o f defin ition  is necessary to fac ilita te  
prosecution o f insurance fraud.
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T h e  am endm ents found in  these sections are to provide for the same trea tm en t o f 
tit le  insurers as for other types o f insurers in  financial reporting and exam ination  by 
th e  director. (The am endm ents m irror those found in  Sections I  through 15 o f the  
A c t  w h ich  perta ins to insurers other th an  t it le  insurers.)

Section  45. A S  21.36.430, I m m u n ity  fo r R eports o n J ra n d . paeeJKL

T h is  new  section provides for c iv il im m u n ity  for any person reporting 
in form ation  covering suggested, anticipated, or com pleted fraudu len t acts as long as 
th e  reporting does no t en ta il reckless, w ilfu l, or in ten tiona l m isconduct.

T I T L E  I N S U R A N C E  C O M P A N IE S

T h e  am endm ents found in  these sections are to provide for the  same trea tm en t o f 
t it le  insurers as for other types of insurers in  financial reporting and exam ination  b y  
th e  director. (The am endm ents m irror those found in  Sections 1 through 15 o f th is 
A c t  w h ich  perta ins to  insurers other th an  tit le  insurers.)

Section  46. A S  21.66.080. A n n u al S ta tem en t, page 50.

Am endm en ts  to  th is  section prescribe th a t tit le  insurers file  the  required annual 
financia l s ta tem en t in  the  form at consistent w ith  th a t adopted b y  the  N A I C  and 
approved by the  director. T it le  insurers are also requ ired  to file  their annua l 
financia l sta tem ents w ith  N A IC .  T h e  director m a y  require th a t th e  annual financia l 
s ta tem en t be filed v ia  electronic media. These am endm ents place the tit le  insurers 
on the  sam e financia l reporting basis as o<" ier types o f insurers.

Section  47. A S  21.66.085. Q u arte r ly  S ta tem en t, page 51.

T h is  n ew  subsection allows th e  director to require th a t tit le  insurers file  
qu a rte r ly  financia l sta tem ents on the  sam e basis as for other types  o f insurers.

Section  48. A S  31.66.090 (b). A pp lica tion  for Certificate o f A u th o r ity . page 51.

A m en d m en t to  th is subsection clarifies th a t title  insurers are responsible to pay 
th e  exam ina tion  costs associated w ith  the  director’s exam ina tion  o f an y  tit le  p lan t 
associated w ith  a t it le  insurer.

Section  49. A S  21.66.130. Expenses o f E xam ina tion , page 52,

T h e  repeal and  reenactm ent o f th is  section provides for the paym en t o f 
exam ina tion  expenses associated w ith  the director’s exam ination  o f any title  insurer 
on the  sam e basis as th a t used for o ther types o f insurers.
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O R G A N I Z A T I O N  A N D  C O R P O R A T E  P R O C E D U R E S

T h is  am endm ent is ed itoria l in  nature. I t  replaces extensive verb iage  re la ting to the 
description o f financia l im pa irm en t o f an A la sk a  insurer w ith  the  term  "im pa ired " 
(w h ich  has now been defined  b y  the  A c t in  A S  21.90.900).

A m en dm en t to th is  section is  editoria l in  nature. Th e  fu ll description for w h a t 
im pa irm en t of an insurer m eans is rem oved and replaced b y  the term  "im paired " 
w h ich  is defined elsi /here in  T it le  21 b u t also applies to th is chapter.

T h e  fo llow ing is a description o f the  substan tia l am endm ent to A S  21.78, w h ich  
perta ins to the rehab ilita tion  and liqu ida tion  o f insurers.

R E H A B I L I T A T I O N  A N D  L IQ U ID A T IO N

A lth o u g h  extensive  am endm en t is proposed, the  basic in ten t o f  the  exis ting  law  (AS  
21.78) in  regard to conducting the  affairs o f  a financia lly  im pa ired  or inso lven t 
insurer is unchanged. T h e  procedures, requirem ents, and gu ide lines have  been 
expanded and clarified  so th a t the  affairs o f a financia lly  troub led  insurer can be 
conducted in  an orderly  and equ itab le m anner w ith o u t undue litiga tion .

A lth o u g h  substan tia l am endm ent to th is  section has been undertaken , the basic 
in ten t rem ains unchanged. T h is  section is clarified to c lea r ly  ind ica te  th a t the 
director is the on ly  person tha t m ay commence w ha t am oun ts to  a bankruptcy 
proceeding (rehab ilita tion  or liqu idation) for a domestic insurer. A d d itio n a lly , th is 
section provides the  d irector to be the  court appointed receiver and describes the 
ju risd ic tion  o f the court in  these proceedings.

Section 52. A S  21.78.030. In junctions and Orders, page 54.

T h e  in ten t o f th is  am ended section rem ains the  same in  a llo w in g  the director to 
seek, w ith o u t bond, orders or in junctions to  p reven t hypothecation, waste , dissipation 
or o ther inappropria te  transfer o f assets o f a bankrupt insurer. A m en d m en t to tliis 
section fu rther describes those situations in  w h ich  these types o f  court orders m a y  be 
sought. T h is  am ended section also provides for both  crim inal a n d  c iv il penalties for a 
person th a t obstructs or in terferes w ith  th e  conduct o f a de linquency proceeding or an 
in ves tiga tion  w h ich  leads to it.
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In  addition  to the 10 grounds on w h ich  the  director m ay seek an order o f 
rehab ilita tion  under A S  21.78, seven  new  grounds are added by  th e  am endm ents to 
th is  section. Th e  new  grounds are as follows:

1 . th e  occurrence o f fraud w h ich  endangers the  insurer’s assets;

2 . an  insurer fa ils  to rem ove an officer found, a fter hearing, to  be dishonest or 
un trustw orthy ;

3 . control o f an insurer is b y  a person found, after hearing, to be un trustw orth y ;

4 . i f  an  officer has refused to be exam ined under oa th  concerning an 
exam ination  o f the  insurer;

5 . i f  the insurer fails to m ake ava ilab le  records o f its transactions for 
exam ination ;

6 . i f  an  insurer has w ith in  four years w illfu lly  v io la ted  its  charter or b y law s, any 
A la sk a  insurance law , or an y  va lid  order from  the director; and

7 . i f  an  insurer has fa iled to  file  any required financia l s ta tem en t or report.

Because the  grounds for liqu ida tion  found in  A S  21.78.050 include, b y  reference 
to A S  21.78.040, the sam e grounds as are ava ilab le  for rehab ilita tion , th e  above new  
grounds are also established for com m encing a liqu ida tion  proceeding.

Section 55. A S  21.78.090. O rder o f R ehab ilita tion , page 57.

A m en d m en t to th is  section adds n ew  subsections perta in ing  to an order o f 
rehab ilita tion  and its  effect. A n  order o f rehab ilita tion  stops an y  legal proceeding 
against an  insurer for 90 days and puts on hold an y  s ta tu te  o f lim ita tion  tim e  lim it 
for a lega l action w h ich  an insurer m igh t take  for 60 days. T h is  section now  m akes i t  
clear th a t an y guarantee association m ay in tervene  in  a rehab ilita tion  proceeding i f  
the  association is requ ired  to act the  resu lt o f the  en try  o f an order o f rehabilita tion . 
T h e  receiver is required to  provide periodic accountings to th e  court o f the  condition  
o f the  insurer in  rehabilita tion .

Sections 5 3  and 54. A S  21.78.040. G r o u n d s  for R e h abiiitfltiQn. D a g e s _ 5 6  and 57.
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N e w  subjections perta in ing  to an order o f liqu idation  and its  effect are added to 
the section. L iqu ida tion  orders are required to  call for specified periodic accountings 
to the  court o f the  affairs o f an insurer bein£ liqu idated. Orders o f liqu ida tion  are 
required to contain provisions for the term ina tion  or continuation  in force o f all 
insurance contracts o f the insurer according to the guidelines now  set forth in this 
section. T h is  section also contains the effects th a t an  order of liqu ida tion  has on legal 
proceedings sim ilar to those found perta in ing  to orders o f rehabilitation . A lso , this 
section now  provides for an y  guarantee associations to in tervene in  a liqu idation  
proceeding i f  the association is required to  act as the  resu lt o f the  en try  o f an order o f 
liqu idation .

T h e  new  subsections added to  th is section augm ent the powers and au thority  of 
the receiver in  a rehab ilita tion  or liqu idation . Th e  receiver is a llow ed  to pursue on 
b eh a lf o f the  insurer a ll legal rem edies from  an y  person due to tortuous acts, breach 
o f contract, or breach o f fiduciary obligation.

I f  th e  receiver finds th a t reorganization , consolidation, m erger, conversion or 
other transform ation  o f an im pa ired  or in so lven t insurer is appropriate, the  receiver 
is requ ired to develop a p lan  for the  appropriate action and subm it the p lan  to the 
court for approval, d isapproval or m odification. A  p lan  o f this n a tu re  m ay include a 
m oratorium  on nonforfeiture benefits under contracts insured b y  an im pa ired  or 
in so lven t life  insurer.

I f  an  in so lven t insurer’s estate does not possess sufficient cash or other liqu id 
assets to cover the  costs o f rehab ilita tion  or liqu idation , funds m a y  be advanced by 
the D iv is ion  o f Insurance for th a t purpose. H ow ever , these funds are required to be 
repaid  ou t o f the first a va ilab le  m oney and take  priority  over all o ther claim s against 
the  estate.

T h e  receiver is gran ted  the  au th ority  to  conduct exarainations in  conjunction 
w ith  a de linquency proceeding w ith  th e  sam e ab ility  to subpoena, exam ine under 
oath, and re v iew  records as th e  director has in  the exam ination  o f an y  insurer. The  
receiver is also granted the  power to m ove records o f the insurer to  a n y  location tha t 
w ou ld  fac ilita te  the  rehab ilita tion  or liqu ida tion  and to provide reasonable access to 
those records necessary to an y  guarantee association to  carry out its  law fu l duties.

T h e  receiver m ay also in tervene  in  s im ilar proceedings in  other jurisdictions 
and act as a receiver or trustee in  another ju risd ic tion  i f  an appo in tm ent is  offered. 
T h e  receiver m a y  enter in to  agreem ents w ith  a receiver or other insurance regu latory 
offic ial o f another state w h ich  re la tes to a de linquency proceeding affecting an insurer 
th a t is  or has conducted business in  both states.
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Sections 58. 5 9 a n d  60. A S  21.78.170. F o r m  of Claim ,  p a ges 62 a n d  63.

This section contains the provisions pertaining to claims filed against the estate 
of a n  insolvent insurer. Subsection (c) has b e e n  a m e n d e d  to require the receiver to 

notify a claimant if the claim h a s  been denied in part or in w h ole in writing b y  first 
class mail. T h e  claimant m u s t  raise a n y  objection with this determination within 60 
days of w h e n  the notice w a s  mailed or is barred fr o m  a n y  objection. If the receiver 
receives a n  objection, the a m e n d m e n t s  to subsection (d) provide that the receiver 

request the court to conduct a hearing on the matter if the receiver does not change 
the original determination after such objection is m a d e .

N e w  subsections (e) t h rough (h) h a v e  b e e n  a d d e d  to provide further guidelines 
for claims m a d e  against a n  insurer in liquidation. A  claim does not h a v e  to be 
considered or allowed if not all the requirea supporting documentation is provided or 
if the prescribed (and court ordered) claim f o r m  is not used. T h e  receiver m a y  at any 
time request that additional information be provided b y  a n y  claimant a n d  m a y  take 
testimony u n d e r  oath to obtain s u p p l e m e n t a r y  information. A  j u d g e m e n t  or a n  order 

against a n  insured or a n  insurer entered after the date of a liouidation order or a 
j u d g e m e n t  or a n  order entered at a n y  time b y  default or collusion n e e d  not be 
considered as support of evidence of liability or a m o u n t  of d a m a g e s  in connection with 
a claim. A  claim b y  a n y  guarantee association against the estate of a n  insurer in 
liquidation m u s t  be in a f o r m  a n d  contain support agreed to b y  the receiver a n d  the 
guarantee association.

Sections 61 a n d  62. A S  21.78.180. Priority of Certain Claims, pa g e  64.

This section is a m e n d e d  to clarify certain circumstance involving claimants 
w h o s e  claims against the estate of a n  insurer in liquidation are secured. A m e n d m e n t  
to subsection (d) provides the methodology for arriving at the value of the security 
a n d  allows for the entire claim to be allowed if the security is surrendered to the 
receiver.

A  n e w  subsection (c) has b e e n  a d d e d  to allow in certain circumstances for a 
person other t h a n  the secured creditor to file a claim with the estate of a n  insolvent 
insurer. T h a t  other person m u s t  be the person that provided the security via s o m e  
undertaking a n d  the secured creditor h a s  failed to file a n d  prove a claim. In such a 
circumstance, that person m a y  file a claim in lieu of the secured creditor. However, 
the secured creditor will get a n y  distributions f r o m  the estate of the insolvent insurer 
a n d  the other person that m a d e  the claim will only be entitled to a portion of the 
distribution if the distribution a n d  the a m o u n t  paid o n  the undertaking exceed the 
entire a m o u n t  of the secui d  creditor’s claim. A n y  such excess m u s t  be held in trust 
b y  the secured creditor for tne benefit of the other person w h o  m a d e  the claim.

Sections 63 a n d  64. A S  21.78.250. F raudulent Transfers Before Petition. 
A S  21.78.251. Fraudulent Transfer After Petition. A S  21.78.252. Voidable 
Preferences a n d  Liens. A S  21.78.253. C l a i m s  of Holders of Vo i d  or Voidable Rights.
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Currently A S  21.78.250 gives a broad outline as to h o w  transfers of property 
m a d e  b y  or o n  behalf of a n  insurer before a n  order of rehabilitation or liquidation are 

treated w h e n  the transfer w a s  accomplished with the intent to gain a preference or a 
greater percentage of the insurer’s assets in a delinquency proceeding. In essence, 
the receiver m a y  avoid or reverse these transactions unless tne insurer received fair 
value for the asset transferred. This broad outline is repealed a n d  replaced with a 
m o r e  detailed description of the acceptable transfers a n d  unacceptable transactions 
w h i c h  ir jy be voided. T h e  essential intent of current A S  21.78.250 is retained.

T h e  reenacted A S  21.78.250 pertains to transfers occurring prior to a petition

for rehabilitation or liquidation. T. 
involving reinsurance contracts

lis n e w  section specifically recognizes transactions 
lew section A S  21.78.251 pertains to transfers a n d  

transactions occurring after a delinquency proceeding has b e e n  undertaken but 
before a n  order of rehabilitation or liquidation h a s  b e e n  entered or before the receiver 
takes possession of the insurer’s property. A S  21.78.252 provides the detailed 
guidelines for the voiding or reversing improper transfers of property. This section 
maintains the personal liability of a n y  person, (including insurer employees, officers, 
or shareholders), acting o n  behalf of a n  insurer that knowingly participates in giving 

of a preference w h o  k n o w s  or h a s  a reasonable cause to believe that a n  insurer is or is 
about to b e c o m e  insolvent. A S  21.78.253 outlines h o w  claims of person w h o  received 
a preference are to be treated. In general such claims are to be disallowed a n d  not 
allowed to participate in a n y  distribution of the insolvent insurers estate. H o wever, a 
claim b y  such a creditor will be allowed as a n  "excused late claim" only if the transfer 
w h i c h  provided for the preference is reversed.

Section 65, A S  21.78.260. Priority of Distribution ..pageJi,

T h e  current l a w  governing liquidations does not provide for a statutory priority for 
distribution of a n  insolvent insurer’s estate. B y  interpretation, the administrative 
expenses to liquidate an insurer receive priority treatment. Currently, A S  21.78.260 
provides a priority for w a g e s  o w e d  employees u p  to $500. T h e  n e w  version of 
A S  21.78.260 provides for a specific priority for the distribution of a n  insolvent 
insurer’s estate. Additionally, a methodology is defined that calls for all claims in 
each class to be paid or sufficient funds set aside before a n y  claims in the next lower 
priority class are paid. T h e  order of distribution is as follows:

1. Class 1. T h e  expenses a n d  costs administration for the rehabilitation or 

liquidation;

2. Class 2. W a g e s  for employees for u p  to t w o  m o n t h s  p a y  but principal officers 
a n d  directors are not allowed to benefit by this priority;

3. Class 3. All claims for losses incurred u n d e r  insurance policies including third 
party liability claims a n d  claims of a n y  guarantee association;
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4. Class 4. C l aims for u n e a r n e d  p r e m i u m s  u n d e r  nonaccessible insurance 

policies, other premium.. refunds, a n d  claims of general creditors including 
claims m a d e  b y  ceding or assessing reinsurers u n d e r  contracts of reinsurance;

5. Class 5. C l a i m s  of federal, state, or local g o v e r n m e n t  other t h a n  claims m a d e  

u n d e r  Class 3;

6 . Class 6. C l a i m s  filed late or a n y  other claims other t h a n  those claims u n d e r  
Class 7 or Class 8;

7. Class 7. Surplus notes, contribution notes, or similar obligations, a n d  
p r e m i u m  refunds u n d e r  assessable insurance policies; a n d

8 . Class 8. Clai m s  of shareholders or other o w n e r s  in their capacity as 
shareholders or owners.

S-ec.tiagJafi^S 2 1 ,78.27-Q.t_SetQffs.andJC.o.imtgrclaimg ,_page_76,

This section clarifies the requirement that m u t u a l  debts or credits b e t w e e n  the 
impaired or insolvent insurer a n d  a n y  other person be netted out with a resultant 
single a m o u n t  either paid to the insurer or paia b y  it.

Section 67. A S  21.78.271, Reco_very_Qf_Premiums O w e d ,  p a g e  77,

This n e w  section requires that a n y  person, including licensed agents a n d  
brokers, responsible for the p a y m e n t  of p r e m i u m  to a n  insurer p a y  to the receiver the 
a m o u n t  of p r e m i u m  d u e  for the entire t e r m  of the policy at the time of the declaration 
of insolvency. T h e  a m o u n t s  are to include commissions. T h e  director m a y  i m p o s e  a 

m o n e t a r y  penalty of u p  to $1,000 for each violation of this section a n d  m a y  also 

s u s p e n d  or revoke the agent’s or broker’s license.

Section 67. A S  21.78.272. Reinsurers Liability, page 77.

This n e w  subsection pertains to a reinsurer’s obligations to the estate of a n  
insolvent or impaired insurer. P a y m e n t s  u n d e r  a contract of reinsurance d u e  a n  
insurer in delinquency m a y  not be reduced as a result of the rehabilitation or 
liquidation proceeding. Unless the reinsurance contract specifically provides for 
p a y m e n t  to a person other t h a n  the impaired or insolvent insurer, a p a y m e n t  to a 
person other t h a n  the impaired or insolvent insurer does not reduce the reinsurer’s 

obligation to that insurer.
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S.ec.tifln8-68.jmd_6,9 , A S-21J^,2^L-SpggiaL.ClaiinSx-AS 2 1.78.281. S pecjflLEro^Yisiojia 
for Third-Party C l a i m s , p a g es 68-80,

Currently A S  21.78.280 contains provisions pertaining to both contingent a n d  

unliquidated claims, a n d  third party liability claims. This one section has n o w  been 
diviaed into t w o  separate sections with A S  21.78.280 pertaining to contingent a n d  
unliquidated claims a n d  A S  21.78.281 pertaining to third party claims.

A S  21.78.280 provides that a contingent a n d  unliquidated claim will be allowed 

to participate in a distribution of a n  insolvent insurer’s estate only if, either the claim 
b e c o m e s  absolute before the last d a y  allowed for the filing of claims or a surplus of 
funds r e m a i n s  after all other claims are paid.

A S  21.78.281 provides the special guidelines for third party claims. It provides 
for either tho third party or the insured of the insurer in liquidation to file a claim 
against the insolvent insurer’s estate. T h e  receiver is required to m a k e  
r e c o m m e n d a t i o n s  to the court in regard to the allowance of a third party claim based 
o n  the receiver’s consideration of the probable o u t c o m e  of the pending action against 
the insured. If several third party claims against one insured are m a d e  w h i c h  
exceeds the policy limits, each claim will be proportionately reduced so that the total 
paid does not exceed the policy limits. N o  separate third party claim is allowed if 
covered b y  a n y  guarantee association.

Section 70. A S  21.78.290. Notice to Creditors a n d  Others, p a g e 80.

This section h a s  b e e n  repealed a n d  reinstated to provide for a m o r e  detailed 

outline of h o w  the receiver is to provide notice to potential claimants a n d  other 
persons affected b y  the liquidation of a n  insolvent insurer. Notice is required to be 
m a d e  b y  several different media.

T h e  notice m u s t  be given b y  the receiver as soon as is possible after the entiy of 
the order of liquidation a n d  m u s t  specify the a m o u n t  of time allowed for the filing of 
claims. T h e  time allowed for the filing of claims m u s t  be at least six m o n t h s  after the 
date of the liquidation order is entered.

Section 71. A S  21.78.291. Duties of Agents, p a g e  8 1 ,

This n e w  section requires that each appointed, licensed agent of a n  insurer in 
liquidation provide written notice to each policyholder issued coverage through the 
agent of the liquidation order. This notice m u s t  be accomplished within 15 days f r o m  

the date the agent receives notice u n d e r  A S  21.78.290. T h e  written notice m u s t  
include the n a m e  a n d  address of the agent, identification of the policy affected, a n d  
the nature of h o w  the policy is affected such as termination u n d e r  A S  21.78.100. T h e  
receiver m a y  wai v e  the notice required b y  this section if other appropriate notice ha3 

b e e n  given to policyholders.
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This n e w  section requires that proof of a claim m u s t  be filed in the form 
required b y  A S  21.78.170. This section also provides for the guidelines u n d e r  w h i c h  

late filed claims m a y  participate in the distribution of the estate of the insolvent 

insurer.

Section 7 1 . AS-21x7^^93.._R e cjeiyer^ JRecQmmeiidatiQiLto-thfi-Couil,.p.age_&L

This n e w  section requires the receiver to report to the court the nature of each 
claim m a d e  to include the n a m e  a n d  address of the claimant a n d  a m o u n t  of claim 
r e c o m m e n d e d .  T h e  court m a y  approve, disapprove, or modify the report on the 
claims m a d e .  H o w e v e r ,  if the court takes no action o n  a report within 60 days of the 
date of reporting, the claims will be considered to be allowed in the a m o u n t  reported. 
In n o  event, will a claim u n d e r  a policy of insurance be allowed in a n  a m o u n t  in 
excess of the applicable policy limits. This report or reports as accepted by the court 
provide for the detail of the claims w h i c h  will participate in the orderly distribution of 
the assets of a n  insolvent insurer.

Section 71. A S  21.78.294. Distribution of Assets, page 84.

This n e w  section requires the receiver to accomplish the final distribution of 
funds to claimants u n d e r  the court’s supervision. T h e  distribution plan m u s t  
recognize the statutory priorities a n d  provide for a reasonable balance of expediency 
with the protection oi unliquidated a n d  u n d e t e r m i n e d  claims including third party 

claims.

Section 71. A S  21.78.295. U n c l a i m e d  a n d  Wi t h h e l d  M o n e y ,  p a g e  84.

This n e w  section provides that a n y  u n c l a i m e d  funds subject to distribution 
u n d e r  a liquidation proceeding rema i n i n g  w h e n  the court is going to e n d  the 
receivership will enure to the state without going through a n y  further proceedings.

Section 71. A S  21.78.296. Termination of Proceedings, p a g e  85.

This n e w  section provides for the receiver to apply to the court for discharge 

f r o m  the rehabilitation or liquidation proceedings w h e n  all duties h a v e  b e e n  
performed. T h e  court m a y  grant the discharge a n d  issue a n y  other orders it d e e m s  
appropriate. It is anticipated that such orders w o u l d  include a n  order dissolving the 
corporate existence of a n  insolvent a n d  liquidated insurer.
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This section allows a n y  other person to apply to the court at any time for a n  
order discharging a delinquency proceeding. However, if the application is denied, 
the applicant is required to p a y  the costs incurred by the receiver in resisting the 

application.

Sectioja71xJ\S_2L18l2a7.1._EeQpeiiinKiiqiiiclaliQii,_pfige-M,

For good cause including the discovery of additional assets, the director or a n y  
other person m a y  petition the court to reopen a previously closed liquidation. If 

sufficiently justified, the court m u s t  reopen the liquidation.

Section 71. A S  2 1.78.29_S._J3i8.pQsitiQja-QjLBegQrdaJD.miiig-and After .T erminatiaiLof

Section 72. A S  21,90. QQQ.Definitifliif;ijfor_litle. p a ge-8.6.

This section is a m e n d e d  to provide definitions for the ter m s  "impaired", 
"impairment", "insolvent", "insolvency", a n d  "policyholder surplus". T h e s e  terms are 

u s e d  in several chapters of Title 21.

Section 73. A S  21.78.330 (6). Definitions, pa g e  8 6 ,

This subsection contains the definition of the t e r m s  "impairment" or 
"insolvency" a n d  is repealed. T h e s e  ter m s  are n o w  redefined in A S  21.90.900 as these 
t e rms are also used in other chapters of Title 21.

This n e w  section allows the director to r e c o m m e n d  to the court a n d  the court to 
order w h i c h  records of a liquidated insurer should be retained a n d  w h i c h  should be 

destroyed.
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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 I C  D E V E L O P M E N T

DIVISION OF INSURANCE

SIEVE COWPER, G O V E R N O R

P. O. BOX D
JUNEAU, ALASKA 998110800 
PHONE: (907) 465-2515

February 26, 1990

Honorable Richard E l iason  
Chairman
Senate  Labor & Commerce Committee 
P.O. Box V 
J u neau ,  AK 99811

Dear Sena to r  E l i a so n :

RE: Amendments to  D ra f t  CSSB 212 ( L&C), In su re r  Solvency

As a resu l t ,  o f  the  February 6 ,  1990 memorandum to you from Michael 
Ford and our own rev iew o f  t h e  d r a f t  CSSB 212 (L&C), both i n t e r n a l l y  
and w i th  in d u s t ry  r e p r e s e n t a t i v e s ,  I o f f e r  the fo llowing t e c h n ic a l  
amendments:

Page 2, l i n e  21: A f t e r  " s p e n t " :  Delete [ r e l a t i n g ]  and 
i n s e r t  d i r e c t l y  o r  i n d i r e c t l y  r e l a t e d .

Page 6,  l i n e  20: A f t e r  "Any": Delete [ two] and i n s e r t
t h r e e .

Page 9,  l i n e  3: A f t e r  " i n s t r u c t i o n s " :  Delete [ approved by 
th e  d i r e c t o r ] .

Page 12, l i n e  10: A f t e r  " th an " :  Delete [$100 ,000 ,000]  and 
i n s e r t  $50 ,000 ,000 .

Page 15, l i n e s  26 -  27: A f te r  "company": Dele te  [ as 
d e f ine d  in AS 2 1 .2 1 ] .

Page 22, l i n e  4: "good w i l l "  should read "goodwil l" .

Page 35, l i n e s  17 -  22: Delete Sec t ion  44 (wil l  add t h i s  
t o  SB 259).

Page 50, l i n e s  2 - 3 :  A f te r  "STATEMENT": Delete [Except
as provided in  (b) o f  t h i s  s e c t i o n ,  every [EVERY]] and i n s e r t  (a) 
Every.

Page 50, l i n e  13: A f te r  " i n s t r u c t i o n s " :  Dele te  [approved 
by the d i r e c t o r ] .
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Page 85,  l i n e  15: A f t e r  " s e c . " :  D ele te  [18] and i n s e r t  20.

C r o s s - r e f e r e n c e  should be r e v i s e d  t o  r e f e r e n c e  e n t i r e  
s e c t i o n  AS 21 .12 .020 in  AS 2 1 .8 8 .0 5 0 ( a ) ( 3 ) .  (M. Ford i tem # 3 ) .

Revise the  c r o s s - r e f e r e n c e  in  AS 21 .21 .290(b )  from "AS 
21 .21 .2 8 0 ( 2 ) - ( 4 )  to  read  "AS 21.21 . 2 8 0 ( 3 ) - ( 5 ) .  (M. Ford i tem #5).

S u b s ta n t iv e  changes which came o u t  o f  d i s c u s s io n s  with i n d u s t r y  
r e p r e s e n t a t i v e s  in c lu d e :

1.  Add a new e f f e c t i v e  da te  c l a u s e :  AS 2 1 .0 9 .0 7 0 (a ) ,  as  
amended in S ec t io n  10 o f  t h i s  Act,  i s  a p p l i c a b l e  to  an 
i n s u r e r  adm it ted  p r i o r  to  th e  e f f e c t i v e  da te  o f  t h i s  Act, 
on January  1 ,  1 9 9 £

The b i l l  r a i s e s  th e  c a p i t a l  and s u rp lu s  requ irem ents  fo r  
i n s u r e r s  and r e q u i r e s  them to  m ain ta in  a d d i t i o n a l  s u r p l u s .
So t h a t  t h i s  requ i rem en t  w i l l  no t  be a burden to  th e  small 
i n s u r e r ,  t h i s  amendment p rov ides  a g r a n d fa th e r  c l a u s e  fo r  
e x i s t i n g  adm i t ted  i n s u r e r s .

2. Page 9,  l i n e  27: Dele te  [ t h e  s t a tem en t s  must fo l low  the 
format  s p e c i f i e d  in  AS 2 1 .0 9 .2 0 0 (a ) ]  and i n s e r t  the  
r e p o r t i n g  format f o r  a g iven  q u a r t e r  i s  t h e  most r e c e n t l y  
approved National  A sso c ia t ion  o f  In su rance  Commissioners 
q u a r t e r l y  f i n a n c i a l  s t a tem en t  b lank form and i n s t r u c t i o n s .

This amendment r e l a t e s  t o  the  new requ irem ent  f o r  f i l i n g  o f  
q u a r t e r l y  r e p o r t s  and s u b s t a n t i a l l y  t r a c k s  c u r r e n t  p r a c t i c e  
in  a l l  o t h e r  s t a t e s .  The r e p o r t  i s  uniform in a l l  s t a t e s  
s i n c e  i t  i s  de s igned  by NAIC. The q u a r t e r l y  r e p o r t  i s  
s u b s t a n t i a l l y  l e s s  burdensome than the  r e q u i r e d  annual 
s t a t e m e n t  and i s  an im po r tan t  tool  in  th e  d e te c t i o n  o f  
t r o u b le d  i n s u r e r s .  .Although the  ty p i c a l  time fo l low ing  th e  
q u a r t e r  fo r  f i l i n g  th e  r e p o r t  i s  45 days ,  we have s e l e c t e d  
60 days to  g iv e  i n s u r e r s  more t ime and to  use a pe r iod  
comparable to  t h a t  f o r  t h e  annual s t a t e m e n t .  To s a t i s f y  
ACL 1 1s concern t h a t  the fo rmat  be as uniform as p o s s i b l e ,  
t h e  amended language c l a r i f i e s  our i n t e n t  to  u t i l i z e  the 
NAIC q u a r t e r l y  form.

3.  Page 35 ,  l i n e s  9 -  13: D e le te  su b s e c t io n  (b).

Page 85,  l i n e s  18 -  24: D ele te  S ec t io n  88.

The depar tment i s  persuaded t h a t  maintenance o f  a l i s t  o f  
e l i g i b l e  pooled inves tments  i s  no t  n e ces sa ry .  E l i g i b l e  
in ves tments  would be c o n s t a n t l y  chang ing ,  and i t  would be
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burdensome f o r  s t a f f  t o  keep the  l i s t  up to  da te  and f o r  
the  in d u s t ry  to  know which inves tments  were e l i g i b l e .  In 
a d d i t i o n ,  a l i s t  o f  e l i g i b l e  inves tments  i s  no t  r e q u i r e d  
f o r  o t h e r  types o f  in ves tm e n ts .

4. Page 05,  l i n e  17: A f t e r  "January  1 , " :  Dele te  [1990] and
i n s e r t  1991.

This amendment s a t i s f i e s  a concern on th e  p a r t  o f  ACL I t h a t  
an i n s u r e r  with  r e i n s u r a n c e  agreements have adequate time 
to  comply with  any new requ i rem en ts  under the law.

5. Page 10,  l i n e  6: A f t e r  " r e in s u r a n c e " :  I n s e r t  t r a n s a c t i o n s .

Page 15 ,  l i n e  16: A f t e r  "DEFINED": I n s e r t  A.

Page 15,  l i n e  16: A f t e r  "Reinsurance" :  Delete [ i s ]  and
i n s e r t  t r a n s a c t i o n  as r e f e r r e d  to  in AS 21.21.020 i s  a
t r a n s a c t i o n  stemming from.

Page 15, l i n e  18: A f t e r  " l i a b i l i t y " :  I n s e r t  or  l o s s e s .

These amendments c l a r i f y  the  d e f i n i t i o n  o f  r e i n s u r a n c e .

Thank you f o r  your c o n s i d e r a t i o n  o f  t h e  proposed amendments t o  the  
d r a f t  CSSB 212 (L&C) o f  February 6 ,  1990.

D i r e c to r

DW/LW/jc2146q
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N u m b e r s  G a m e

M o r e  than a  f e w  life insurers are m w i i n g  
low o n  capital, a situation m a n y  try dis­

guising with fancy bookkeeping.

L ia b i l i t i e s  
d a n g e r e u s e s

By Dana Wechster

R ali'H wants io  ci.i Hin ni a 
bond that might default, lie 
sells ,t to a friend. The friend 

sells it tu his sister, who sells it to her 
hairdresser, who sells it to Ralph’s 
wife, who puts it in the family sale. 

So diil Ralph get rid of the bond? 
The cominonsense answer 

is no. lint the answer as life 
insurance accounting goes is 
yes. (..'lever insurance men 
are having a field day coming 
up with new ways to liend 
the rules on valuing their as­
sets and liabilities. They 
have found ways for Ralph to 
seem to shed the had bond 
without really selling it.
State insuiancc regulators 
can scarcely keep up 

At issue here is capital sur­
plus, an insurer's lifeblood.
In their repoits to the regula­
tors, insurers hu.ow "statu­
tory accounting" rules that 
compare their assets with 
their liabilities (future 
claims), assets are supposed 
to exceed liabilities by a gen- 
erous amount. The differ­
ence is called "capital sur­
plus." It is the difference be­
tween solvency and 
insolvency. Capital is also 
somethin)', that rapidly grow­
ing- or simply reckless in­
surers are usually short of, 
and will )'ii to great lengths to 
exaggerate.

Take a look, lor example, 
at Executive l.ile loMir.mie

C.'o. of California, the state's larRest 
life insurer (assets, S12.H hilhonl Ile- 
tween 1980 and 1987 Lxceutive Life 
(old rcRtilators in states where it does 
business that it had nice surpluses.

Ry 1988 the California insurance 
department found that in at least four 
of those years f irst Lxceutive over­
stated its surpluses. In 198(1, for exam­

ple, the insuiancc depart incut
knocked $180 million out of Lxecu- 
tivc Life's surplus, dcllatioR it hy a 
lull (• 7%.

l ust Executive's mam vehicle for 
exaRRCiatiiiR its surplus was reinsur­
ance. Think of reinsurance as renting 
someone clse's balance sheet. Sup­
pose an insurance company wants to 
add $100 million to its capital sur­
plus Surplus, remember, is assets mi­
nus liabilities. Reduce liabilities and 
you've increased surplus. To do this, 
the insurer simply transfers or rein 
sures $100 million of its liabilities 
lo a reinsurance company with extra 
surplus. Ihe insurer pays the reinsur­
er about $2 million m fees for $100 
million of reinsurance. Those fees are 
rent, as it were, for a piece of the 
reinsurer's surplus. The insurance 
company's statutory net worth jumps 
by $98 million.

All this is perfectly fine with the 
rcRulatnrs, as Ioiir as the liabilities 
really are transferred to the reinsurer, 
and the reinsurer has enough capital 
surplus to meet any claims arising 
from the reinsured policies. To know 
if a reinsurer’s capital base is strong 
enough, the regulators have an autho­
rized list of reinsurers that they exam­
ine regularly.

Ah, but what about all those rein­
surers in places like Remind.i and the 

Cayman islands, where capi­
tal requirements for insur­
ance companies are much 
more relaxed than in the 
U.S.? They have become in­
creasingly popular with U.S. 
insurers. Since these foreign 
reinsurers aren't preauthor 
ized, state insurance regula­
tors require them to obtain a 
letter of credit from a bank. 
'Ibis guarantees that the 
bank will pick up the liuliil 
ities if the reinsurer fails.

Thus the liability has es­
sentially been shifted twice: 
first, from the insurer to the 
reinsurer, then to a bank.

Still with us? Good, be­
cause it is with that letter of 
credit that a lot of funny 
business comes in.

Rack to ITrst Executive. As 
of Dec. dl, 1986, Executive 
Life of California took $180 
million of surplus credit for 
reinsurance with Italy's Assi- 
curaziom Generali, a large 
but unauthorized reinsurer - 
meaning Executive Life 
needed a letter ol credit to 
take surplus credit lor Gener­
ali's reinsurance. Unlottu- 
n.itcly, on subsequent cx.imi-

i-
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n.iiitui, (he California insuiaticc de­
partment dlSl'OVCied dl.ll dll’ 
necessary litters of credit were not 
issued for tlie It.di.in reinsurer until 
nearly a year later. In other words, 
there was no assurance that Assicura- 
zioni Generali could honor us obliga­
tion. As a result, the California regu- 
latois disallowed the SI HI) in il lion of 
surplus credit that Executive Life had 
taken hi l9Kfi. lust Executive's re 
spouse' "It was itist a bookkeeping 
problem."

Executive Life of California's sister 
company, Executive Life of New 
York, also played last and loose with 
reinsurance rules. In one case, accord­
ing to the New York regulators, Exec­
utive Life of New York tried to pledge 
its own assets to get a bank's letter of 
credit. That means if the reinsurer

w « l»r * «• t'u .i

failed and the bank was saddled with 
its liabilities, the bank would turn 
around and ask Executive Life for the 
money. The liabilities came full cir­
cle. Not acceptable, said the New 
York regulators, who disallowed the 
surplus credit that Executive Life had 
taken for the reinsurance.

For these and a variety of other rein­
surance abuses, the New York insur­
ance department fined Executive Life 
of New York S2S(),(H)() in I9H7.

First Executive, Executive Life of 
New York's parent company, is sell- 
inn its New York subsidiary. Industry 
rumor has it that First Executive can't 
stand the heat from the New York 
regulators.

Officials at First Executive defend 
their practices by implying the New 
York regulators were nitpicking. Nit- 
picking- Come on, fellows.

Cases in which a life insurer's par­
ent company pledges its own assets as 
collateral lor a reinsurance letter of 
credit are not uncommon. According 
to a I nst Executive official, the New

III!

York insurance department |the most 
stringent in the country) informed the 
company privately that this practice 
is unacceptable, but regulators in 
most slates let it pass.

A few years ago Lincoln National 
Life Insurance Corp. (assets, S-l.9 b il­
lion) devised a neat scheme (or 
plumping up its capital surplus. It set 
up its own reinsurance subsidiary in 
Ik'rmuda, and transferred some of its 
liabilities there The subsidiary was 
insuring the parent but with reduced 
reserves!

In December Terence Lemiori, New 
York's chief hie insurance regulator, 
issued a regulation closing this loop­
hole in New York. Other states have 
looked the other way.

Unraveling an insurer's web of as­
sets and liabilities is haul enough 
Then you have to figure out what the 
assets are really worth. |unk bonds, 
for example, are not kept on insurers' 
books at market value but at cost less 
amortization. Almost ball of Execu­
tive Life of California's assets were 
invested in junk bonds at the end of 
last year. According to Hartford-based 
insurance consultants Townsend & 
Schupp, a 20% writedown in junk 
bond values would completely wipe 
out the company's SI billion surplus. 
While not likely, a decline of this 
magnitude is not impossible.

Statutory accounting rules require 
insurers to set aside special reserves 
for high-risk bonds: 2% of the face 
value every year for ten years, over 
and above capital surplus. That 
doesn't remove all risk, hut it helps.

What about "junk real estate"? 
Statutory accounting requires no spe­
cial reserves ftir real estate or mort­
gage holdings, which make up fully 
one-fourth of life insurers' invested 
assets. But isn't much real estate at 
least as risky as junk bonds’

Mutual Benefit Life Insurance Co. 
(assets, S10.fi billion) puts many of its 
foreclosed properties in its "invest­
ment real estate" account rather than 
its "foreclosed real estate" account. 
Nearly all of the $90 million worth of 
real estate that Mutual Benefit added 
to "investment real estate" in 19H8 
were properties acquired through 
foreclosures— including several apart­
ment buildings in Dallas and Hous­
ton. Isn't it stretching things a bit to 
call bad debts "investments"?

It all comes down to this: After a 
decade of selling low-margin products 
like universal life policies and annu­
ities, the life insurance industry's cap­
ital base is deteriorating. The worst 
part of it is that it's nearly impossible 
to tell from their books which insur­
ers will make it and which won't. ■

m u m s  sii-.i i.m i i h i i * * . -.*•>-



' H E N R Y  L A N C A S T E R ,  I N C . ________________________________________________

550 West Seventh Avenue • Suite 920 • P.O. Box 10-3461 • Anchorage, Alaska 99510 • (907) 278-4729

April 12, 1989

Se n ator Dick Eliason, Chair 
Sena t e  Labor & Commerce Committee 
Alaska State Legislature 
Pou c h  V
Juneau, Alaska 99811 

D e a r  Senator Eliason:

T h a n k  you for taking a few moments in Juneau to discuss S.B. 212, 
"An act relating to insurer solvency..." The section of the 
legislation which is under consideration for amendment is AS 
21.21.130. The amendment would allow Alaskan insurers to invest 
in the African Development Bank o r  the Asian Development Bank. I 
h a v e  enclosed a memorandum explaining the history of the 
requested amendment.

It is my understanding that S.B. 212 has not been scheduled for a 
h e a ring to date. Please advise me when a hearing is scheduled. 
I would like to be available to the committee to address any 
c o n c e r n s .

Sincerely,

H e n r y  M. Lancaster, II 
President

HML:bgm

Enclosure
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I MEMORANDUM

A F R I C A N  D E V E L O P M E N T  R A N K  S T A T E  
L E G I S L A T I V E  P R O G R A M  - A L A S K A

T h e  A f r i < a n  D e v e l o p m e n t  B a n k  ( " t h e  B a n k " )  is c u r r e n t­
l y  s e e k i n g  t h e  e n a c t m e n t  of l e g i s l a t i o n ,  w h e r e  n e c e s s a r y ,  
w h i c h  w o u l d  p e r m i t  s t a t e - r e g u l a t e d  b a n k s ,  i n s u r a n c e  c o m p a­

n i e s ,  f i d u c i a r i e s  a n d  p u b l i c  e m p l o y e e  r e t i r e m e n t  s y s t e m s  to 
i n v e s t  i n  B a n k  o b l i g a t i o n s  if t h e y  c h o o s e  t o  d o  so. S e v e r a l  
y e a r s  ago, l a r g e l y  t h r o u g h  t h e  j o i n t  e f f o r t s  o f  t h e  
C o n g r e s s i o n a l  B l a c k  C a u c u s  a n d  t h e  R e a g a n  A d m i n i s t r a t i o n ,  
C o n g r e s s  e n a c t e d  T i t l e  X I I I  of P . L .  9 7 - 3 5  a u t h o r i z i n g  U n i t e d  
S t a t e s  m e m b e r s h i p  a n d  f i n a n c i a l  p a r t i c i p a t i o n  i n  t h e  B a nk, 
w h i c h  w a s  i n i t i a l l y  c r e a t e d  in 1 9 6 4  a n d  u n t i l  19 8 2  l i m i t e d  
i t s  m e m b e r s h i p  t o  A f r i c a n  c o u n t r i e s .  T o d a y ,  t h e  B a n k ' s  m e m ­
b e r s h i p  i n c l u d e s  a l l  A f r i c a n  n a t i o n s  e x c e p t  f o r  S o u t h  A f r i c a ,  
p l u s  t h e  G o v e r n m e n t s  o f  t h e  U n i t e d  S t a t e s ,  C a n a d a ,  J a p a n  a n d  
W e s t e r n  E u r o p e .

T h e  B a n k ,  a p r i n c i p a l  s o u r c e  o f  f i n a n c i n g  f o r  
e c o n o m i c  d e v e l o p m e n t  p r o j e c t s  o n  t h e  A f r i c a n  c o n t i n e n t ,  fun d s  
t h e s e  p r o j e c t s  t h r o u g h  t h e  s a l e  o f  i t s  o b l i g a t i o n s  i n  t h e  
w o r l d ' s  c a p i t a l  m a r k e t s .  A s  w i t h  t h e  I n t e r n a t i o n a l  B a n k  f o r  

R e c o n s t r u c t i o n  a n d  D e v e l o p m e n t  ( W o i l d  B a n k ) ,  t h e  
I n t e r - A m e r i c a n  D e v e l o p m e n t  B a n k  u t h e  A s i a n  D e v e l o p m e n t  
B a n k ,  i n v e s t m e n t s  i n  A f r i c a n  D e v e l o p m e n t  B a n k  s e c u r i t i e s  b y  
t h e  s t a t e - r e g u l a t e d  i n s t i t u t i o n s  d e s c r i b e d  a b o v e  g e n e r a l l y  
r e q u i r e  e i t h e r  s t a t e  l e g i s l a t i o n  o r  a d m i n i s t r a t i v e  a g e n c y  
r u l i n g s  p r i o r  t o  t h e  t i m e  s u c h  s e c u r i t i e s  c a n  b e  m a r k e t e d  in 
a  p a r t i c u l a r  s t a t e .  P. L .  9 7 - 3 5  r e f e r r e d  t o  a b o v e  a u t h o r i z e d  
f e d e r a l l y  r e g u l a t e d  f i n a n c i a l  i n s t i t u t i o n s  to i n v e s t  i n  s u c h  
s e c u r i t i e s .

S i n c e  i n i t i a t i n g  s t a t e  l e g i s l a t i o n  a c t i v i t i e s  s e v e r a l  
- y e a r s  ago, t h e  B a n k  h a s  o b t a i n e d  p a s s a g e  o f  l e g i s l a t i o n  o r  

s e c u r e d  c o m p a r a b l e  a d m i n i s t r a t i v e  a g e n c y  p u b l i c  r u l e s  t o  
q u a l i f y  i t s  s e c u r i t i e s  f o r  i n v e s t m e n t  in f o r t y - t w o  s t a t e s . ^ /

I . Ba c k g r o u n d

1 /  T h e s e  i n c l u d e  A l a b a m a ,  A r i z o n a ,  A r k a n s a s ,  C a l i f o r n i a ,
C o l o r a d o ,  C o n n e c t i c u t ,  D e l a w a r e ,  F l o r i d a ,  G e o r g i a ,  H a w a i i ,  
I d a h o ,  I l l i n o i s ,  I n d i a n a ,  Iowa, K a n s a s ,  K e n t u c k y ,  L o u i s i a n a ,  
M a i n e ,  M a r y l a n d ,  M a s s a c h u s e t t s ,  M i c h i g a n ,  M i n n e s o t a ,  
M i s s i s s i p p i ,  M i s s o u r i ,  N e b r a s k a ,  N e v a d a ,  N e w  J e r s e y ,  N e w  
M e x i c o ,  N e w  Y o r k ,  N o r t h  C a r o l i n a ,  O h i o ,  O k l a h o m a ,  O r e g o n ,  
P e n n s y l v a n i a ,  R h o d e  I s l a n d ,  T e n n e s s e e ,  T e x a s ,  V i r g i n i a ,  
W a s h i n g t o n ,  W e s t  V i r g i n i a  a n d  W i s c o n s i n .  In a d d i t i o n ,  A l a s k a  

s t a t e - c h a r t e r e d  b a n k s  o b t a i n e d  s u c h  i n v e s t m e n t  a u t h o r i z a t i o n  
t h r o u g h  l e g i s l a t i o n  e n a c t e d  i n  t h e  1 9 8 8  s e s s i o n .
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B i l l s  a r e  a l s o  p e n d i n g  in s e v e r a l  a d d i t i o n a l  s t a t e s ,  w h i l e  
o t h e r s  h a v e  e i t h e r  i s s u e d  p r i v a t e  a d m i n i s t r a t i v e  r u l i n g s  o r  
h a v e  l a w s  w h i c h  a l r e a d y  p e r m i t  s u c h  i n v e s t m e n t s  u n d e r  a 
" p r u d e n t  i n v e s t o r "  s t a n d a r d .  I t  s h o u l d  b e  n o t e d  t h a t  e a c h  

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

a l i k e  i n  t h i s  r e g a r d .

T h e  B a n k  e n t e r e d  t h e  U n i t e d  S t a t e s  c a p i t a l  m a r k e t  f o r  
t h e  f i r s t  t i m e  i n  t h e  F a l l  o f  1 9 8 5  a n d  m o s t  r e c e n t l y  i n  e a r l y  
N o v e m b e r  1 9 8 7  w i t h  h i g h l y  s u c c e s s f u l  b o n d  i s s u e s .  T h e  t h r e e  
p r i n c i p a l  A m e r i c a n  b o n d  r a t i n g  s e r v i c e s  h a v e  g i v e n  i t s  b o n d s  
A A A ,  A A A  a n d  A A  r a t i n g s ,  w h i c h  m a k e s  t h i s  t y p e  o f  i n v e s t m e n t  
q u i t e  a t t r a c t i v e  o n c e  a r e g u l a t e d  i n v e s t o r  r e c e i v e s  
a p p r o p r i a t e  l e g a l  a u t h o r i z a t i o n .  I n  o r d e r  t o  a s s u r e  a 
s u c c e s s f u l  U n i t e d  S t a t e s  m a r k e t  p r e s e n c e ,  t h e  B a n k  is s e e k i n g  
e n a c t m e n t  o f  l e g i s l a t i o n  i n  a n u m b e r  o f  a d d i t i o n a l  s t a t e s ,  
i n c l u d i n g  A l a s k a ,  t o  o b t a i n  t h i s  a u t h o r i z a t i o n .

I I . S p e c i f i c  L e g i s l a t i o n  N e e d s  i n  A l a s k a

A  r e v i e w  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 n d i c a t e s  a 
n e e d  f o r  a m e n d i n g  o n l y  o n e  s e c t i o n  o f  t h e  A l a s k a  S t a t u t e s  t o  
g a i n  i n v e s t m e n t  a u t h o r i z a t i o n  f o r  s t a t e - r e g u l a t e d  i n s u r a n c e  
c o m p a n i e s .  T h i s  i n v o l v e s  m e r e l y  a d d i n g  t h e  n a m e  o f  t h e  
A f r i c a n  D e v e l o p m e n t  B a n k  t o  t h o s e  o f  t h e  W o r l d  a n d  a l r e a d y  
e l i g i b l e  f o r  s u c h  i n v e s t m e n t s .  A l a s k a  s t a t e  b a n k s  r e c e n t l y  
g a i n e d  t h i s  i n v e s t m e n t  a u t h o r i z a t i o n  in s i m i l a r  l e g i s l a t i o n ,  
w h i l e  o t h e r  r e g u l a t e d  i n v e s t o r s  a p p a r e n t l y  a l r e a d y  h a v e  t h e  
n e c e s s a r y  a u t h o r i t y  w i t h o u t  t h e  n e e d  f o r  s t a t u t o r y  c h a n g e .

B a s e d  u p o n  e x p e r i e n c e  t o  d a t e  i n  o t h e r  s t a t e s ,  t h i s  
l e g i s l a t i o n  s h o u l d  b e  c o m p l e t e l y  n o n c o n t r o v e r s i a l . P r e s i d e n t  

R e a g a n  a n d  t h e  U.S. T r e a s u r y  D e p a r t m e n t  h a v e  a c t i v e l y  
s u p p o r t e d  e f f o r t s  t o  g e t  t h i s  l e g i s l a t i o n  e n a c t e a ,  as h a v e  
m a n y  B l a c k  p o l i t i c a l  l e a d e r s  a r o u n d  t h e  c o u n t r y .  B e c a u s e  o f  
t h e  h i g h  B a n k  s e c u r i t i e s  r a t i n g s ,  p r o s p e c t i v e  i n v e s t o r s  a l s o  
s u p p o r t  it s i n c e  t h i s  i n c r e a s e s  t h e i r  h i g h - y i e l d ,  l o w - r i s k  
p o r t f o l i o  o p t i o n s  a n d  p r o v i d e s  t h e m  a n  o p p o r t u n i t y  t o  m a k e  
b o t h  p r o f i t a b l e  a n d  s o c i a l l y  w o r t h w h i l e  i n v e s t m e n t s .
F i n a l l y ,  s i n c e  t h e  B a n k  is t h e  m a j o r  s o u r c e  o f  f o r e i g n  
e x c h a n g e  f i n a n c i n g  f o r  t r a n s a c t i o n s  in o r  w i t h  A f r i c a ,  
A m e r i c a n  e x p o r t e r s  a n d  t e c h n i c a l  a s s i s t a n c e  p r o v i d e r s  t o  t h a t  
c o n t i n e n t  h a v e  a m p l e  i n c e n t i v e  t o  s u p p o r t  t h e  B a n k ' s  
f i n a n c i a l  s u c c e s s .

P r e p a r e d  N o v e m b e r  1 9 8 8  by:

L a v i d  A r o n o f s k y ,  Esq.
U.S. L e g a l  C o u n s e l ,  A f r i c a n  D e v e l o p m e n t  B a n k  
A r e n t ,  Fox, K i n t n e r ,  P l o t k i n  & K a h n  
1 0 5 0  C o n n e c t i c u t  A v e n u e ,  N.W.
W a s h i n g t o n ,  D.C. 2 0 0 3 6 - 5 3 3 9  
2 0 2 - 8 5 7 - 6 0 5 4



Govenor Steve Cowper 
Box A
Juneau, Alaska 99811-0101 

Re: Alaska Chapter 80 Title 21

Dear Govenor Cowper:

While in Seattle last month I spoke with John Wydahl, office 
of insurance Commissioner, State of Washington, concerning 
Chapter 48.32 i\RCW, short title; Washington Life and Disability 
Insurance Guaranty Association Act. He mailed a copy of the 
"Act" to me.

As a recipient of annuities, I am very concerned that we, in the 
State of Alaska, do not have access to this sort of protection 
in the event of insolvency of a carrier. Also, this state is in 
the minority, one of eleven in the nation without such a state 
law covering life insurance annuities and disability insurance.
I have spoken with several of my former co-workers and find they 
have similar concerns and would like to see a law implemented.

Our problem is; what needs to be done? Where do we start? And 
what avenues are available? Further, I'm a retired State employee 
with annuities available through S.B.S. and Northwest Marine Trust, 
both of which I have not applied for at this point. However, I 
am receiving PERS and the Unlicenses Vessel Personnel Annuities 
Retirement Fund. (Monies set aside between the Northwest Marine 
Trust and our entry into PERS.) This fund was sold to First 
Executive Life (Executive Life Unit) The enclosed article con­
firms my concerns. I feel fortunate that my S.B.S. is still 
deferred; some of my co-workers are receiving the "UVPARF" and 
S.B.S. from Executive Life.

I would appreciate some input and suggestions from you concerning 
this very troubling issue.

P .O . B ox  6352
K e t c h i k a n ,  A l a s k a  99901
N o v em b e r  25, 1989

I.B.U. of Pacific retired

cc: Senator Richard I. Ellison 
Representative Dave Donley 
Senator James Duncan 
I.B.U.
M.E.B.A.
M.M. & P.

Enclosure



yp.are of Bervicc (page 164), The trend is 
toward definedcontrib^iion (DO plans, 
where only the nmounts that employees 
and employers put into a pool nre fixed. 
With unlucky or unwise investments, a 
DC payout can fnll way Bliort of n retir­
ee's needs. Despite Hint uncertainty, DC 
plans such as the 401(k) have one clear 
virtue for employees: When they chnngo 
jobs, they get the money in a lump sum.

Lnmcntnbly, only 30% of the job jumpers 
put It into nnothcr retirement kitty. 
Typically, DC plans nre found in newer 
ventures, and DB plans or DC-DU blends 
in established companies. Why is the 
number of DII plans no longer growing? 
Because they coat more and government 
DB rules are a hassle. Whiln an aging 
work force eventually mny clamor for 
employers to start DB plnns, loo many

disincentives exist for tiint to happen.
Retirement is so nothing few people 

think about until it is within hailing dis 
tnnce. So the tug-of-wars over pension 
largesse nre, to mnny, an abstraction 
But with the grnying of Amcricn, these 
battles nre going to seem more am 
more rclevnnt.

By Larry Light i« New York, with bu 
reau reports

T- WillWHEN TIIE SAFETY NET IS FRAYED

F
or Lester Reynolds, retirement 
means finally getting tiino to re­
furbish the 1030 Ford coup6 that 
sits rusting in his backynrd In rural 

Fortunn, Calif. He thought about retir­
ing early to get started. No such luck. 
When Charles E, Hurwitz took over his 
employer, Pacific Lumber Co., In 198G, 
the Houston financier scrapped Pacif­
ic’s pension plan and used its surplus 
to help pay down his debt. In its place, 
Hurwitz-bought-annuities from First 
Executive Corp., known for its heavy 
reliance on income from junk bonds. 
"There’s no reason to be- 

, lieve Firot Executive Is In 
trouble. But if its risky 
bonds-were to cause its 

.collapse, Reynolds and oth­
ers fear their retirement 
security will go down with 
it/ Now, " the 57-year-old 
mechanic will work at the 
mill in nearby Scotia until 
he’s 62 to build up a sec­
ond nest egg—just in case.
’ "You work all your life 
thinking you’ve got securi­
ty at the end," says Reyn­
olds, who has put in 33 
years • with Pacific. To 
make sure it’ll be there, he 
and.six co-workers filed 
suit on Sept 25 in U.S.
District Court in San Fran­
cisco to force Hurwitz and 
First Executive to buy a 
bond guaranteeing the annuities or to 
rebid them to another insurer.' The 
companies won’t comment on the suit, 
Baying they haven’t seen i t  ' -; 
j u i c y  t a r q e t . The nearly $60 million 
of overfunding in Pacific’s pension 
plan made a juicy target for Hurwitz. 
But his predecessors had more benign 
uses for. surpluses:. They boosted, the 
pension payouts every few years, 
which kept Pacific’s 2,700 employees 
and retirees apace with inflation. With. 
no increase since 1978, the plan was 
about to be considered for another 
jump.,when Hurwitz showed up. The

annuities that rcplnced it offer no hopo 
of futuro hikes. And a new plan set up 
for current workers has barely enough 
in It to meet current obligations.

The bigger concern, however, is 
whether the annuities will survive. Ex­
ecutive Life Insuranco Co., the First 
Executive unit thnt sold the annuities 
to Hurwitz’ holding company, Maxxam 
Group Inc., has had run-ins with regu­
lators In recent yenrs. The California 
Insuranco Dept found thnt the unit 
overstated its net worth by $180 mil­
lion in 1986 and by $69 million in 1987.

• Worse, Pacific workers worry be­
cause 51% of First Executive’s $17 bil­
lion bond portfolio, which earns the in­
terest for their annuities, is in the 
troubled junk-bond market; on avei- 
age, large insurers are roughly 15% in 
junk. First Executive has boosted its 
reserves this year by 28%, to $250 mil­
lion, so it can cover $329 million in 
nonperforming isBues. California has 
no state fund to protect annuitants 
whose insurers fail, so “if that junk 
collapses, there goes my pension," says 
Wiley J. Lacey, 61, Pacific’s tax man­
ager until he retired four years ago.

First Executive insists that Pacific’s 
annuities nre secure, and they point to 
the company’s AAA claims-paying rat­
ing from Standard & Poor’s Corp., 
which stems from strong capitalization 
and high enrnings, partly from its junk 
holdings. Plus, the insurer’s chairman, 
Fred Carr, has taken more conserva­
tive measures to boost capital.

But First Executive has an npparent 
conflict of interest with Maxxam that 
doesn’t inspire confidence. Over the ob­
jections of Pacific’s manngers nnd out­
side consultants, Maxxam selected Ex­

ecutive Life through what 
the employees’ suit says 
was a suspicious bidding 
process. Reynolds and his 
colleagues charge that 
Maxxam did so to pay 
back First Executive for 
beir.g the biggest buyer of 
the $450 million in junk 
bonds it floated, through 
Drexel Burnham Lambert 
Inc., to take over Pacific. 
A congressional committee 
asked the Labo/ Dept, in a 
1987 letter to look into the 
matter for possible viola­
tions of federal law. 
Sources say that Labor in­
vestigators have urged 
that action be taken 
against Maxxam, but noth­
ing has been filed. 
Maxxam and First Execu­

tive deny the charge, saying no other 
insurer came close to Executive’s bid.

Lester Reynolds now has $55,000 in 
Pacific's savings plan. If he works un­
til age 62, he expects to more than 
double that as a cushion to supple­
ment—or, if necessary, replace— the 
$900 monthly annuity check he’s due. 
Failing that, he figures he could raise 
cash by logging the Douglas fir on 40 
acres he owns or helping hi3 '■ n build 
houses. His retirement may be some­
thing he never expected—a scramble.

By Jonathan B. Levine in Fortuna, 
Calif., with bureau reports
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FIRST RANCORRORAFIOH OF OHIO

Howard L. Flood 
Akron, Ohio 216-384-8000 
SALES: $254 mil. PROFITS: $34 mil. 
MARKET VALUE: (408 mil.
► Born 10/28/34, New York, N. Y. Career 

pnth-finance/accountlng; tenure-20 years, CKO 5 years. Com­
pensation: 1088 salary A bonus, $291,000; ownership, 9,000 direct, 
1,000 indlrcctaharoa. ►  Bul'ding a reglolinl powerhouse. Buys lo­
cal hanks with middling returns nnd mni;es them top performers, 
dangling early retirement offers to shrink staff, chopping health 
benefits to cut costs. Gives a lot of freedom to local managers to 
run their banks; Expnndcd nutoinatlc-teller notwork, and nioro 
acquisitions should provide more growth. ’ ■ •

FIRST RANK SYSTIM

DARRELL G. KNUURON 
Minneapolis, Minn. 612-370 5100
SALES: 11.9 bit. LOSS: I t  10 mil.
MARKET VALUE: $1.6 bil.

iiorn 7/10/37, Centcrviiio, S. D.; attended 
Southern St, roll., Augustnna. Career path-hanking; tcnure-31 
years, CKO 1 month. Compensation: 1988 Bnlnry A bonus, 
$308,000; ownership, 05,000 shares. ► Took over troubled region­
al bank ns nctlng boss when predecessor Pete Ankeny resigned. 
Bank had suffered through two years of Increasingly bad news. 
Idlest crisis Is the prospect of $83 million in losses from LUO 
loans that have gone Bour. Popular vicc-clmirmnn likely to put re­
structuring on hold pending permanent replacement.

FIRST CAPITAL HOLDINGS

R o b e r t  I. W e i n g a r t e n  _

. Los Angeles, Calif. 213-551-1000 '
SALES: (736 mil, PROFITŜ  $53 mil. ‘
MARKET VALUE: (429 mil. ‘ 1
► Born 12/26/4L Now York.N.' Y.‘; DBA, City 

Coll. of N. Y., 1962. Career path-lnvestmont banking; tenure-17 
years, CEO 17 years. Compensation: 1988 Bnlnry A bonus, 
$1,438,000; ownership, none.'1 ► Ex-magazine publi&hcr (Finan­
cial lYorld) built Insurer, fund group aggressively: Offers high 
rate on annuities, delivers by junk-bond investing. Sold Pilgrim 
funds group to Ita mnnsger, wife Palomba. Also sold 437» of com­
pany to Shenrson Lehman, which now virtually controls board. 
Some takeover rumors. Active In West Coastculture-socin! act

FIRST CHICAGO

Barry f . Sullivan
Chicago, III. 312-732-4000 
SALES: $4-8 bil. PROFITS: $513 mil.
MARKET VALUE: $3 bil.
► Born 12/21 /30, Bronx, N, Y.; BA, Coium 

bin, 1955; MBA, U. of Chlcngo, 1957. Career path-banking; ten 
ure-9 yenrs, CEO 9 years. Compensation: 1988 snlnry A bonus 
$1,514,000; ownership, 178,000 direct, 6,000 indirect Bharcs 
► Lanky chairman's strategy is working, so msy be aide to hold 
off takeover or restructuring. Enrning money ngnin after big 
Third World lonn write-off Inst year. But foreign currency opera 
tions still a problem. Betting on new commercial-paper Bubsid 
iary. Wall Street seems pleased with his progress.

•IAV1*

FIRST CITY RAK"'RP0RATI0N OF TIXAS

A. Robert Aubojd •
Houston,'Tex. '713-65̂ 6011 
SALES: $1.2 b ii'• PROFITS: (14 m il.fi '- ' '  
MARKET VALUE: $555 mil. 1 ' •.. ..
► Born 5/29/29, Boston, Mass.; BA (1951), 

MBA (1958), Harvard; JD, Harvard Law, 1969. Career path-fi- 
nnnce, bnnking; tcnure-1 year, CEO 1 year. Compensation: 1988 
Baiary & bonus, $316,000“; ownership, 131,000 direct, 697,000 indi­
rect shares.® ► He vowed he’d turn this troubled Texas bank 
around fnst-and he has. Unloaded bad loans, slashed costs. Now 
he’s aiming to grow, not just survive. Looks to expand to Dallas, 
bolster weak consumer business. With out-of-state BankOne and 
NCNB breathing down his neck, he’ll need to move fast

FIRST EMPIRE STATE

Robert G. Wilmf.rs
Buffalo, N. Y. 716-842-5445 
SALES: $537 mil. PROFITS: (44 mil.
MARKET VALUE: $480 mil.
► Born 4/20/34, New York, N. Y.; AB (busi­

ness), Harvard, 1956. Career path-banking; tenure-7 years, CEO 
6 years. Compensation: 1988 snlary & bonus, $448,000; owner­
ship, 500,000 direct, 2,000 indirect shares. ► Turned around ailing 
bank after he and New York investor group bought controlling 
interest six years ago. Targeting local mortgage market Down­
shifting international to emphasize regional business. One hitch: 
Charges from absorbing East New York Savings Bank, acquired 
in 1988, slowed earnings growth. Expects quick recovery.

EIRST EXECUTIVE

Los Angeles, Cal\f. 213-312-1000 
SALES: $3 bil. PROFITS: $197 mil. '
MARKET VALUE: $1.1 bil, ' "  * -• >• \
> Born 3/24/81, Los Angeles. Career path- 

finance/occounting; tenur>-lG yenrs, CEO 16 years. Compensa­
tion: 1988 salary & bonus, $1,805,000; ownership, 922,000 shares. 
► He holds the insurance company’s annual meeting In Its czfe- 
teria-shareholders have had plenty of food for thought. A portfo­
lio full of junk debt and Bn Investigation into dealings with Drexel 
make Investors and customers uneaBy. Troubles with big share­
holders also roil stock. Another hitch: Selling his New York Insur­
ance subsidiary resulted In a big loi'j. Takeover talk persists. ■

FIRST FIDELITY BANCORPORATION

ROBERT R. FERGUSON JR.
Latvrenceville, N. J. 201-565-3200
SALES: $2.8 bil. PROFITS: $34 mil.
MARKET VALUE: $1.9 bil.
► Born 12/31/23, Savannah, Ga.; BS (busi­

ness admin.), Lehigh, 1947. Career path-financial services; ten­
ure-40 years, CEO 17 years. Compensation: 1988 salary & bonus, 
$792,000; owntrship, 16,000 direct, 15,000 indirect shares. 
► Under fire. Expected to retire, but took over when predecessor 
Harold Pote resigned after surprise fourth-quarter-1988 loss on 
bad Philadelphia real estate loans. Recovery may be rocky: First- 
half enrnings nre off. Irate investors prompted SEC look into the 
way loss was announced. Bank is searching for a successor.
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/X # 7  A la s k a  N a t io n a l
m  /  I N S U R A N C E  C O M P A N Y

A policy of service and protection

J a n u a r y  22 ,  1990

T h e  H o n o r a b l e  R i c h a r d  E l i a s o n

C h a i r m a n ,  S e n a t e  L a b o r  and Commerce C o m m i t t e e
A l a s k a  S t a t e  L e g i s l a t u r e

Room N o .  417 ,  C a p i t o l

P ,  0 .  Box V

J u n e a u ,  AK 99811

R e :  S e n a t e  B i l l s  212 and 259

D ea r  S e n a t o r  E l i a s o n :

We had  a r e p o r t  l a s t  w e e k  t h a t  a  member o f  t h e  D i v i s i o n  o f  I n s u r a n c e  

had  c o m m u n i ca t e d  t o  y o u r  s t a f f  t h a t  t h e s e  two  b i l l s  a r e  a c c e p t a b l e  t o  

A l a s k a  N a t i o n a l  I n s u r a n c e  Company .

W h e t h e r  o r  n o t  su ch  a c o m m u n i c a t i o n  t o o k  p l a c e ,  we w a n t  t o  be  s u r e  

t h e r e  i s  no m i s u n d e r s t a n d i n g  r e g a r d i n g  o u r  p o s i t i o n .

We s t i l l  h a v e  some c o n c e r n s  w i t h  SB212 and  some s e r i o u s  c o n c e r n s  w i t h  

SB259.  T h e s e  c o n c e r n s  w e r e  c o m m u n i c a t e d  t o  A c t i n g  D i r e c t o r  
J i m  J o r d a n  on Decem ber  12, 1989.

S i n c e r e l y ,

James  E .  P f e i f e r  

P r e s i d e n t

J E P : l p

c c  A c t i n g  D i r e c t o r  J i m  J o r d a n  

A l e x  M i l l e r

7001 Jewel Lake Road • Anchorage, Alaska 99502 • Telephone (907) 248-2642 • FAX 266-9252



(proposed A m e n d m e n t s  to S B  212; Insurer Solvency

Sections A m e n d e d :

Section 8

A S  21.09.070(a), p. 5, lines 23 through 29, p. 6, lines 1 through 14

N e w  Section: A 3  21.09.070(b)

Section 9

A S  21.09.070(c), p. 6, lines 18 a n d  19 

Section  10.

A S  21.09.070(0, P- 6, lines 23, 28, a n d  29

New-Section: A S  21.09.080(a)

Sectlon..43.

p. 48, lines 8 through 10
p. 48, line 2 4
p. 49, lines 9, 2 0  a n d  21

Section 4 4

Delete entire section: p. 55, line 13 through p. 56, line 12 

S ection 52

Delete entire section: p. 55, line 13 through p. 56, line 12 

Section 67

p. 77, line 4  a n d  lines 6 through 10

Section 73 

p. 86, line 27
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&B.212, Insurer S olvency

S e ction 8 :

Delete Section 8 a n d  Insert:

* Sec. 8. A S  21.09.070(a) is repealed a n d  reenacted to read:

(a) T o  qualify for authority to trsmsact a n y  one kind of insurance as defined in A S  21.12, 
or combination of kinds of insurance as s h o w n  below, a foreign insurer, or a domestic insurer 
applying for its original certificate of authority in this state after having w i t h d r a w n  fr o m  this 
state for a n y  cause, shall possess a n d  after that maintain u n i m p a i r e d  basic paid-in capital stock 
(if a stock insurer) or u n i m p a i r e d  basic guaranty surplus (if a foreign m u t u a l  insurer or foreign 
reciprocal insurer) that is unavailable for dividends of a n y  kind, a n d  shall possess w h e n  first so 
authorized, a n d  maintain after that, additional m o n e y  in surplus, as follows:

K i n d  or K i n d s  
Insurance

Basic Capital or 
Basic G u a r a n t y  
Surplus

Additional 
Surplus w h e n  

First so Authorized

Additional Surplus
Following

Authorized

Life $1,000,000 $1,000,000 $ 750,000
Disability 1,000,000 1,000,000 750,000
Life a n d
Disability 1,250,000 1,250,000 1 ,000,000

Property 1,000,000 1 ,000,000 750,000
Casualty
excluding

vehicle 1 ,000,000 1,000,000 750,000
Vehicle 1 ,000,000 1 ,000,000 750,000
M a r i n e  a n d
Transportation 1,000,000 1,000,000 750,000

Surety 1,000,000 1,000,000 750,000
Title 500,000 500,000 250,000
All of the
following kinds

of insurance:
property,
m a r i n e  a n d
transportation,
vehicle,
casualty
excluding
vehicle,
surety a n d
disability 3,000,000 3,000,000 2,250,000
Legal E x penses 1 ,000,000 1,000,000 750,000
Mortgage
Guar a n t e e 1,000,000 1,000,000 7*0,000

N e w  Section:

1840W12290b -1-



(b) Capital a n d  surplus requirements are based u p o n  all the kinds of insurance transacted by 

the insurer in all areas in w h i c h  it operates or proposes to operate, w h e t h e r  or not only a portion 
of the kinds of insurance are to be transacted in this state. Following a hearing, the director

a c t i o nal surplus wheniirst so_authorized, or a d d itional surplus following authorization for the 
protection of the public d u e  to_the_ amount, kind, or combination of kinds of insurance considered 

prudent. Failure of a n  insurer_to maintain such excess funds as ordered by th e  director is 
grounds for suspension or revocation of the insurer's certificate of authority.

R e n u m b e r  remaining sections accordingly.

Page 6, after line 16 Insert new section to read: AS 21.09.070(b) is amended to read:

S e ction 9 :

P a g e  6, line 18 after "June 30,": Delete [1990] a n d  Insert 1991

Page. 0, line 28, after the first " D e c e m b e r  31,": Delete [1989] a n d  Insert 1990 

P a g e  6, line 2 8  after the second " D e c e m b e r  31,": Delete [1990] a n d  Insert 1991 

Page 6, line 29 after " D e c e m b e r  31,": Delete [1991] a n d  Insert 1992

N e w  Section:

P a g e  7, after line 3 a d d  a n e w  section to read:

A S  21.09.080(a) is repealed a n d  reenacted to read:

(a) In order for a domestic insurer to r e n e w  a n d  continue its certificate of authority b e y o n d  J u n e  
30,1991, it m u s t  possess at least the basic capital or basic guaranty surplus a n d  add 'tional 
surplus following authorization required u n d e r  A S  21.09.070.

R e n u m b e r  remaining sections accordingly.

Section 4 3 :

Pa g e  48, line 8 after "1989,": Delete [$7,000,000] a n d  Insert $10.000.000

P a g e  48, line 9 after "1990,": Delete [$8,000,000] a n d  Insert $12.500.000

Pa g e  48, line 9 after "1991": Delete [$9,000,000 A S  O F  D E C E M B E R  31, 1992]

Pa g e  48, line 9 after "and": Delete: [$10,000,000] a n d  Insert $15.00 0.0000

Page 48, line 9 after the second " D e c e m b e r  31,": Delete [1993] a n d  Insert 1992

Page 48, line 17 before "as of: Delete [$7,000,000] a n d  Insert $10.000.000

1 8 4 0 W  -3-
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Pago 48, line 17 after "1990": Delete [$8,000,000] a n d  Insert $ 1 2,500,000

P a g e  48, line 18 after "1991": Delete [$9,000,000 A S  O F  D E C E M B E R  31, 1992,]

P a g e  48, line 18 after "and": Delete [$10,000,000] a n d  Insert $15.000,0000

P a g e  48, line 19 after "31,": Delete [1993] a n d  Insert 1992

P a g e  48, line 24 after "less than": Delete [$5,000,000] a n d  Insert $2,500,000

P a g e  49, line 9 after "than": Delete [$100,000,000] a n d  Insert $50.000.000

P a g e  49, line 2 0  after "less than": Delete [$20,000,000] a n d  Insert $50,000,000

P a g e  49, line 21 after "aggregate;": Delete [IN] a n d  Insert for insurane exch a n g e s  w h i c h  

maintain funds for the protection of all insurance ex c h a n g e  policyholders, each individual 
syndicate shall maintain m i n i m u m  cflpital and.flurplus. Qr tne subskiLtialgquiyolent. Qfnot 

&haii$3 .QQ&Q-QjL-In

Section 44:

P a g e  49, line 2 5  through page 50, line 14: Delete entire section 

R e n u m b e r  r emaining sections accordingly

Section 5 3 :

P a g e  55, line 13 through page 56, line 12: Delete all material 

Section 6 7 :

P a g e  77, line 4  after "premium": Delete [,]

P a g e  77, line 6 after "to pay": Delete [ A N ]  a n d  Insert a n y  

P a g e  77, line 6 after "unpaid": Insert earned

P a g e  77, line 6 after "premium": Delete [ F O R  T H E  F U L L  P O L I C Y  T E R M ]

P a g e  77, line 7 after "insolvency": Delete [, W H E T H E R  E A R N E D  O R  U N E A R N E D ]

P a g e  77, lines 8 t h rough 10 after "insurer;": Delete [ T H E  R E C E I V E R  H A S  T H E  R I G H T  T O  
R E C O V E R  F R O M  S U C H  A  P E R S O N  A N Y  P A R T  O F  A N  U N E A R N E D  P R E M I U M  T H A T  
R E P R E S E N T S  A  C O M M I S S I O N  O F  T H E  P E R S O N ; ]

Section 7 3 :

P a g e  86, line 2 7  before " A S  21.21.020(b)": Insert: A S  21.09.080(b) &  (c).
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J. P. T angen
ATTORNEY AT LAW

10$ Munii i|ul W*v, Suitr H'O 
I*. O. H..» 2IH0H

I’l"""' Wh-UHO JuMau. A I j .U  V9M0MH0M Icleropv (9071

A p r i l  10, 1 9 8 9  

H A N D  D E L I V E R E D

T h e  H o n o r a b l e  D i c k  E l i a s o n ,  C h a i r m a n  
S e n a t e  L a b o r  an t i  C o m m e r c e  C o m m i t t e e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P . 0 .  B o x  D 
J u n e a u ,  A l a s k a  9 9 0 2 2

D e a r  S e n a t o r  E l i a s o n :

On  b e h a l f  o f  t h e  A m e r i c a n  C o u n c i l  o f  L i f e  I n s u r a n c e  
( A C L I ) ,  I  w i s h  t o  b r i n g  t o  y o u r  a t t e n t i o n  t h e  f o l l o w i n g  c o n c e r n s  

w i t h  r e g a r d  t o  S B  2 1 2 ,  " A n  A c t  R e l a t i n g  t o  I n s u r e r  
S o l v e n c y  . . . "

S e c t i o n  4 ,  P a g e s  2 a n d  3 :

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

S e c t i o n  8 ,  P a g e s  5 a n d  6 :

T h i s  s e c t i o n  d o u b l e s  t h e  a m o u n t  o f  c a p i t a l  a n d  s u r p l u s  
r e q u i r e d  t o  d o  b u s i n e s s  i n  A l a s k a  b y  J u n e  3 0 ,  1 9 9 0 .  F o r  s o m e  
i n s u r e r s  t h i s  t i m e - l i n e  w i l l  b e  u n d u l y  b u r d e n s o m e .  We b e l i e v e  
t h e  s t a t e  s h o u l d  m o d i f y  t h i s  p r o v i s i o n  a n d  e x t e n d  t h e  c o m p l i a n c e  
d e a d l i n e  t o  t h r e e  y e a r s  f r o m  t h e  e f f e c t i v e  d a t e  o f  t h e  b i l l .

S e c t i o n  1 5 ,  P a g e  8 :

We a r e  c o n c e r n e d  t h a t  t h e  s t a t u t e  d o e s  n o t  s p e c i f y  t h e  
c o n d i t i o n s  u n d e r  w h i c h  a  q u a r t e r l y  r e p o r t  w i l l  b e  r e q u i r e d .  We 
r e c o m m e n d  t h a t  t h i s  s e c t i o n  b e  e x p a n d e d  t o  p r o v i d e  s u c h  
g u i d e l i n e s .  We a l s o  b e l i e v e  t h a t  a  f i n e  o f  $ 1 0 0  p e r  d a y  f o r  l a t e  
f i l i n g  i s  t o t a l l y  u n n e c e s s a r y ;  h o w e v e r ,  i f  a  f i n e  i s  d e e m e d  
a p p r o p r i a t e ,  i t  s h o u l d  b e  a t  a  m o r e  r e a s o n a b l e  l e v e l .



T h e H o n o r a b le  D ic k  E l i a s o n ,  C h a irm a n
A p r i l  10, 1989
P a g e  2

S e c t i o n  1 6 ( g ) ,  P a g e  14:

T h i s  s e c t i o n  a p p a r e n t l y  i s  i n t e n d e d  t o  b e  a g r a n d f a t h e r  
c l a u s e ,  b u t  it is i n c o n s i s t e n t  w i t h  t h e  r e i n s u r a n c e  s y s t e m .  It 
a t t e m p t s  t o  r e q u i r e  a l l  r e i n s u r a n c e  t r e a t i e s  w h i c h  e x i s t e d  p r i o r  
to t h e  a d o p t i o n  o f  t h e  A c t ,  a n d  w h i c h  a r e  s u b s e q u e n t l y  r e n e w e d ,  
to c o m p l y  w i t h  a n y  n e w  r e q u i r e m e n t s  p r o v i d e d  u n d e r  t h e  law. In 
t h e  a r e a  o f  r e i n s u r a n c e ,  i t  is c u s t o m a r y  f o r  a n  i n s u r e r  t o  t a k e  
r e s e r v e  c r e d i t  u n d e r  n o n - c o m p l y i n g  t r e a t i e s .  S u b s e c t i o n  (g) 

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

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

S e c t i o n  17, P a g e  14:

T h e  d e f i n i t i o n  o f  r e i n s u r a n c e  is i n a c c u r a t e .  
R e i n s u r a n c e  is t h e  i n d e m n i f i c a t i o n ,  n o t  t h e  c o n t r a c t  s t i p u l a t i n g  

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

W e  do n o t  b e l i e v e  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  
d e s i r e s  t o  p r o h i b i t  a s s u m p t i o n  r e i n s u r a n c e  a n d  f o r  t h i s  r e a s o n  w e  
s u g g e s t  c o r r e c t i n g  t h i s  p r o b l e m  w i t h  t h e  a p p r o a c h  u s e d  i n  t h e  N e w  

Y o r k  s t a t u t e s .  I n s t e a d  o f  d e f i n i n g  r e i n s u r a n c e ,  N e w  Y o r k  d e f i n e s  
" a s s u m i n g  i n s u r e r "  as " a n  i n s u r e r  w h i c h ,  u n d e r  a c o n t r a c t  o f  

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

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

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

S e c t i o n  57, P a g e  61:

P r o p o s e d  s u b s e c t i o n  (h) a p p e a r s  t o  c o n s t i t u t e  a n  

i n a p p r o p r i a t e  e f f o r t  b y  t h e  D i v i s i o n  t o  c o m b i n e  N A I C  g u a r a n t y
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a s s o c i a t i o n  l a n g u a g e  w i t h  r e h a b i l i t a t i o n  a n d  l i q u i d a t i o n
l a n g u a g e .  W e  p o i n t  o u t  t h a t  l i f e  g u a r a n t y  a s s o c i a t i o n
l e g i s l a t i o n  h a s  b e e n  i n t r o d u c e d  a n d  is n o w  p e n d i n g  b e f o r e  y o u r
c o m m i t t e e  a n d  r e c o m m e n d  t h a t  p r o v i s i o n s  s u c h  a s  t h i s  o n e  s h o u l d
b e  c o v e r e d  b y  t h a t  l e g i s l a t i o n  r a t h e r  t h a n  S B  212.

S e c t i o n s  67, P a g e s  77 a n d  78:

T h i s  s e c t i o n  w o u l d  a d o p t  v e r b a t i m  t h e  l a n g u a g e  
c o n t a i n e d  i n  S e c t i o n  32 of t h e  M o d e l  A c t .  S e c t i o n  32 h a s  n e v e r  
b e e n  c o o r d i n a t e d  w i t h  t h e  s t a n d a r d  r e i n s u r a n c e  l a w  p r o v i s i o n  

p r o h i b i t i n g  a n y  d i m i n u t i o n  o f  r e i n s u r a n c e  p r o c e e d s  b e c a u s e  o f  t h e  
c e d i n g  c o m p a n y ' s  i n s o l v e n c y .

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

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

S e c t i o n  32. L i a b i l i t y  U n d e r  R e i n s u r a n c e  A g r e e m e n t s .

A m o u n t s  o w e d  u n d e r  a r e i n s u r a n c e  a g r e e m e n t  t o  a n  

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

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

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

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

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

S e c t i o n  68, P a g e  78:

S u b s e c t i o n  (b) s h o u l d  b e  r e d r a f t e d  t o  m i r r o r  S e c t i o n  
3 7 . A  o f  t h e  M o d e l  A c t .

3 7 . A. T h e  c l a i m  o f  t h e  t h i r d  p a r t y  w h i c h  is
c o n t i n g e n t  o n l y  o n  h i s  f i r s t  o b t a i n i n g  j u d g m e n t
a g a i n s t  t h e  i n s u r e d  s h a l l  b e  c o n s i d e r e d  a n d  

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

J P T : l y n

0 3 3 1 I N S . D O C  

A p r i l  10, 1 9 8 9

cc: J u l i e  S p i e z i o
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CSSB 212 (L&C)
A N  ACT RELATING T O  INSURANCE

Sectional Analysis b y  the 

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

Division of I n s u r a n c e

OVERVIEW

T h e  b u s i n e s s  of i n s u r a n c e  is a  d y n a m i c ,  constantly c h a n g i n g  business. T h e  

b u s i n e s s  of i n s u r a n c e  is interstate c o m m e r c e ,  h o wever, unlike other f o r m s  of 

interstate c o m m e r c e ,  it is regulated b y  t h e  individual states. T h e  m o s t  

i m p o r t a n t  c o n c e r n  of the individual states is that the c o n s u m e r ,  b o t h  

individual a n d  business, b e  protected f r o m  a n  insolvency or i m p a i r m e n t  of a n  

insurer. T h e  c o n c e r n  w i t h  s o l v e n c y  is critical b e c a u s e  i n s u r a n c e  is a n  

intangible product. It is c o n c e r n e d  w i t h  w h e t h e r  the i n s u r a n c e  c o m p a n y  will 

b e  able to m e e t  its obligations.

T h e  statutes in the A l a s k a  I n s u r a n c e  C o d e  that provide this public protection 

m e c h a n i s m  w e r e  a d o p t e d  in 1 9 6 6  a n d  are basically u n c h a n g e d  since that time. 

E v e n t s  h a v e  o c c u r r e d  in this state a n d  others w h i c h  highlight the n e e d  to 

update, to u p g r a d e  a n d  to clarify those laws. S B  2 1 2  is intended to a c c o m p l i s h  

that ai m .  T h e  p r o p o s e d  c h a n g e s  h a v e  b e e n  substantially d e v e l o p e d  a n d  

a d o p t e d  b y  the National Association of I n s u r a n c e  C o m m i s s i o n e r s .

In the G o v e r n o r ' s  transmittal letter for S B  21 2 ,  six m a i n  points w e r e  listed. 

T h e s e  were:

1. T h e  m i n i m u m  a m o u n t  of capital a n d  s u r p l u s  req u i r e d  of a n  insurer 

w i s h i n g  to d o  b u s i n e s s  h a s  b e e n  increased. Capital a n d  s u r p l u s  provide 

t h e  m i n i m u m  a m o u n t  of capitalization r equired to b e  a n  i n s u r a n c e  

c o m p a n y .  T h i s  a p p e a r s  in several places t h r o u g h o u t  the bill a n d  applies to 

a d m i t t e d  a s  well as n o n - a d m i t t e d  insurers. M i n i m u m  capital a n d  surplus 

provides a  tangible m i n i m u m  floor o n  w h i c h  to b a s e  solvency. W h e n  that 

floor is too low, it is c o n s i d e r a b l y  m o r e  difficult to detect p r o b l e m s  in 

t i m e  to avoid loss to the public.

2. R e s e r v i n g  a n d  r e i n s u r a n c e  m a n i p u l a t i o n s  are a  serious c o ncern. T h e  

p r o p o s e d  c h a n g e s  s t r e n g t h e n  o u r  ability to d e t e r m i n e  w h e t h e r  a d e q u a t e  

r e i n s u r a n c e  or s o m e  other financial a r r a n g e m e n t  exists.

3. T h e  i n v e s t m e n t  c h a p t e r  h a s  b e e n  m o d e r n i z e d  to a s s u r e  that the insurer's 

capital is n o t  placed in w e a k  ofcfraudulent investments.

4. R e p o r t i n g  r e q u i r e m e n t s  are s t r e n g t h e n e d .  Q u a r t e r l y  reports a n d  

electronic m e d i a  reporting is enabled. T h e  e x a m i n a t i o n  e x p e n s e  recovery 

provisions h a v e  b e e n  clarified, w h i c h  will m a k e  it possible to e x a m i n e  

m o r e  c o m p a n i e s  a n d  m o r e  often.
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5. S o m e  Insurers a n d  licensee h a v e  u s e d  civil lawsuits a s  a m e a n s  to deter 

i n s u r a n c e  regulators f r o m  carrying o u t  their duties. T h e  bill e x t e n d s  

i m m u n i t y  for civil liability to division of i n s u r a n c e  p e r s o n n e l  for carrying 

o u t  their duties.

6 . D u r i n g  a  r e c e n t  i n surer Insolvency, A l a s k a’s d e l i n q u e n c y  p r o c e e d i n g  

statutes p r o v e d  inadequate. This h a s  b e e n  r e m e d i e d  in S B  212.

S B  2 1 2  is very lengthy a n d  in s o m e  areas it is c o m p l e x .  It is very i m p o r t a n t  

that o u r  regulatory m e c h a n i s m  b e  kept as u p  to date as possible. S B  2 1 2  do e s  

that.

DERECTOr. OF INSURANCE. (Sections 1-7)

T h e s e  sections 1 pertain primarily to the director's ability to e x a m i n e  insurers 

a n d  s u r p l u s  lines brokers. T h e  director m a y  contract w i t h  i n d e p e n d e n t  

e x a m i n e r s  a n d  m a y  order the insurer or s u r p l u s  lines b r o k e r  to m a k e  direct 

p a y m e n t  to the contract e x a m i n e r  for the cost of e x a m i n a t i o n .  F o r m e r l y  

licensed insurers a n d  s u rplus lines brokers m a y  also b e  e x a m i n e d .

Participation is allowed b y  A l a s k a  e x a m i n e r s  in N A I C  association e x a m i n a t i o n  

of insurers that c o n d u c t  the b u s i n e s s  of i n s u r a n c e  in Alaska, a n d  other states. 

Civil i m m u n i t y  is p r o v i d e d  to division personnel, a g e n t s  of the division, 

regulators of other states, a n d  N A I C  staff in regard to the publication of a n d  

d o c u m e n t a t i o n  of reports a n d  in the e x c h a n g e  of regulatory information.

Section 1. A S  2 1 . 0 6 . 120(a). E x a m i n a t i o n  of Insurers 

P a g e  1. lines 12-22.

T h i s  section clarifies the director's ability to e x a m i n e  f o r m e r l y  licensed 

insurers a n d  s u r p l u s  lines brokers. I n s u r a n c e  contracts i s s u e d  while the 

p e r s o n  w a s  licensed m a n y  t i m e s  c o n t i n u e  to b e  in force after the person's 

license h a s  terminated.

Section 2. A S  21.06.120. E x a m i n a t i o n  of Insurers 

P a g e  1. lines 23-29.

T h e s e  n e w  subsec t i o n s  specifically allow the division to participate a l o n g  with 

i n s u r a n c e  regulators f r o m  other states in the e x a m i n a t i o n  of a n  insurer located 

outside of Alaska. T h e  director is also permitted to utilize contract exami n e r s .  

B o t h  of these functions h a v e  b e e n  a s s u m e d  to exist u n d e r  current statute b u t  

the clarification will avoid conflict with, a  differing opinion.
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S ection 3, A S  2 1 , 0 6 . 140(b), C o n d u c t  of E x a m i n a t i o n  

Pagfi^.JliigaJL-SL

T h i s  section clarifies the director's ability to require that p h o t o c o p i e s  of 

d o c u m e n t s  r e q u e s t e d  d u r i n g  a n  e x a m i n a t i o n  b e  p r o d u c e d .

Section 4. A S  21.06.150(c). E x a m i n a t i o n . R e p o r t s  

Page, a, lines I Q-16,

C h a n g e s  in this section are primarily editorial in n a t u r e  a n d  provide that the 

director m a y  w i t h h o l d  f r o m  public inspection a n y  materials gathered as part of 

a n  e x a m i n a t i o n  If n e c e s s a r y  for the protection of a n y  p e r s o n  f r o m  u n w a r r a n t e d  

injury or if it is in the public's best interest.

Section 5. A S  21.06.160. E x a m i n a t i o n  E x p e n s e  

P a g e  2. line 17 to p a g e  3  line 19.

C h a n g e s  in this section m a k e  it clear that insurers are required to b e a r  all 

costs of e x a m i n a t i o n s  a n d  that the director c a n  order a n  insurer to p a y  a 

contract e x a m i n e r  directly for its e x a m i n a t i o n  charges.

Section 6. A S  21.06.165. I m m u n i t y  for Director a n d  O t h e r s  

P a g e  3. line 2 0  to p a g e  4. line 2.

T h i s  is a  n e w  s u b s e c t i o n  that provides civil i m m u n i t y  for all division staff a n d  

i n s u r a n c e  regulators in other states in r e g a r d s  to in f o r m a t i o n  a n d  reports 

w h i c h  are s h ared. H o w e v e r ,  i m m u n i t y  is n o t  p r o v i d e d  if there is reckless, 

willful, or intentional m i s c o n d u c t .  T h i s  n e w  section follows a  National 

Association of I n s u r a n c e  C o m m i s s i o n e r s  M o d e l  I m m u n i t y  Act.

Section 7. A S  21.06.250. F e e s  a n d  Licenses 

P a g e  4. lines 3-12.

T h i s  c h a n g e  is editorial in nature. It is i n t e n d e d  to avoid conflict w i t h  A S  

2 1 . 0 6 . 1 6 0  w h i c h  h a s  b e e n  modified in Section 5.

AUTHOFIZATION O F  INSURERS. (Sections 8-19)

T h e  f o r m a t  for insurer's financial s t a t e m e n t s  is established to c o n f o r m  with 

the f o r m a t  a d o p t e d  b y  the National Association of I n s u r a n c e  C o m m i s s i o n e r s  

(NAIC). T h e  director m a y  require that a n  insurer, in addition to the required 

a n n u a l  financial reporting, file quarterfy financial statements.
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Fes ign a n d  alien a d m i t t e d  i nsurers are req u i r e d  to m a i n t a i n  the s a m e  

financial r e q u i r e m e n t s  (capital a n d  surplus) a s  A l a s k a  d o m e s t i c  insurers. 

M i n i m u m  financial r e q u i r e m e n t s  (capital a n d  surplus) for A l a s k a  incorporated 

insurers are established if they w i s h  to a s s u m e  r e i n s u r a n c e  ( $ 1 0 , 0 0 0 , 0 0 0  at 

1 2 / 3 1 / 9 0 ,  $ 1 5 , 0 0 0 , 0 0 0  at 1 2 / 3 1 / 9 1 ,  a n d  $ 2 0 , 0 0 0 , 0 0 0  at 1 2 / 3 1 / 9 2 ) .  

D o m e s t i c  p r o p e r t y  or c a s u a l t y  insurers are prohibited f r o m  issuing life 

insu r a n c e  or a n n u i t y  contracts.

Section 8. A S  21,09.020(3). Exception. Certificate of Authority R e q u i r e m ent 

P a g e  4. lines 13-28.

T h i s  c h a n g e  is editorial in nature. It is to provide the correct cross reference, 

A S  21.34.

Section 9. A S  21.09.060. C o m b i n a t i o n s  of Insuring P o w e r  in O n e  Insurer 

P a g e  4. line 2 9  to p a g e  5, line 14,

A  life a n d  a n n u i t y  insurer is b a r r e d  f r o m  transacting a  pro p e r t y  or casualty 

business. T h e  c h a n g e s  in this section clarify the reverse situation, that a 

p roperty or casualty insurer is p r e c l u d e d  f r o m  transacting life i n s u r a n c e  or 

f r o m  issuing annuities.

Section 10. A S  21.0 9 . 070(a). Capital F u n d s  R e q u i r e d  of Foreign Insurers a n d  

N e w  D o m e s t i c  Insurers

P a g e  5. line 15 to p a g e  7. line 5.

T h e  a m e n d m e n t s  to this section are i n t e n d e d  to provide for m o r e  stringent 

financial criteria for a n  i n s u r e r  to b e c o m e  a n d  r e m a i n  licensed. T h e  

additional s u r p l u s  required to b e  m a i n t a i n e d  w h e n  first licensed is required to 

b e  m a i n t a i n e d  b e y o n d  initial licensure. U n d e r  existing law, the additional 

s u r p l u s  c o u l d  b e  s i p h o n e d  off the d a y  after the original certificate of authority 

w a s  issued. T h e  m i n i m u m  a m o u n t s  of capital a n d  su r p l u s  h a v e  b e e n  increased.

Section 11. A S  21.09.070(b).

P a g e  7. lines 6-16.

T h i s  section allows the director to iss u e  a n  o r d e r  following a  hearing, 

requiring a n  i n s u r e r  to m a i n t a i n  f u n d s  req u i r e d  in A S  21.0 9 . 0 7 0 ( a )  (see 

S e ction 10) Failure to m a i n t a i n  the o r d e r e d  f u n d s  w o u l d  b e  g r o u n d s  for 

s u s p e n s i o n  or revocation of the certificate of authority.

2/26/90



Section 12. A S  2 1 . 0 9 . 0 7 0  (c).
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T h e  repeal a n d  r e e n a c t m e n t  of this section requires foreign or alien a d m i t t e d  

Insurers to m a i n t a i n  the currently required capital a n d  s u r p l u s  a m o u n t s .  

U n d e r  existing law, a  foreign or alien a d m i t t e d  insurer n e e d  only m a i n t a i n  the 

a m o u n t  required w h e n  first licensed e v e n  if that insurer w a s  first licensed 2 5  

y e a r s  a g o  w h e n  t h e  a m o u n t s  r e quired w e r e  substantially lower. A l a s k a  

d o m e s t i c  i n s u r e r s  h a v e  b e e n  r e quired to m e e t  the h i g h e r  s t a n d a r d s  as 

a d o p t e d  over t h e  years. So, in effect, this a m e n d m e n t  provides for equitable 

t r e a t m e n t  b o t h  d o m e s t i c  a n d  foreign or alien insurers.

Section 13. A S  2 1 . 0 9 .070(0

P a g e  6. line 2 2  to p a g e  7. line 4.

T h i s  is a  n e w  section that establishes that a  d o m e s t i c  insurer m u s t  po s s e s s  

policyholder s u r p l u s  in a d e q u a t e  a m o u n t s  in ord e r  to a s s u m e  reinsurance. 

Policyholder s u r p l u s  required is $ 1 0 , 0 0 0 , 0 0 0  at 1 2 / 3 1 / 9 0 ,  $ 1 5 , 0 0 0 , 0 0 0  at 

1 2 / 3 1 / 9 1  a n d  $ 2 0 , 0 0 0 , 0 0 0  at 1 2 / 3 1 / 9 2 .  This r e q u i r e m e n t  d o e s  n o t  a p ply to 

i n t r a c o m p a n y  pooling a r r a n g e m e n t s  b e t w e e n  affiliated insurers. A  stronger 

financial position is r e q u i r e d  for a  d o m e s t i c  i n s u r e r  to get into the 

reinsu r a n c e  business.

Section 14. A S  2 1 . 0 9 . 0 8 0  fa).

P a g e  8  lines 5-9.

T h e  repeal a n d  r e e n a c t m e n t  of this section requires d o m e s t i c  insurers to 

m a i n t a i n  the currently required capital a n d  surplus a m o u n t s .

Section 15. A S  21.09.110(3). Application for Certificate of Authority 

P a g e  7. lines 10-15.

T h i s  section is a m e n d e d  to include the r e q u i r e m e n t  that quarterly financial 

s t a t e m e n t s  a s  required b y  the director b e  attested to b y  at least t w o  officers of 

the i n s u r e r  or certified b y  t h e  regulatory official of the insurer's stqf? of 

domicile.

Section 16. A S  21.09.140(a). M a n d a t o r y  Revocation. S u s p e n s i o n  of Certificate 

P a g e  8. lines 16-25.

A m e n d m e n t  to this section is n e c e s s a r y  d u e  to the c h a n g e  in A S  21.09.070(c) 

(see S e ction 12) requiring foreign insurers to m a i n t a i n  the c u rrent levels of 

pol i c y h o l d e r  surplus. Also, the m o r e  correct t e r m s  of " impaired" a n d  

"insolvent" h a v e  b e e n  substituted for "deficiency of assets". T h i s  section
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