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AS 21.21.390 is a new section that requires an insurer have a written investment
plan adopted by its board of directors If more than 2% of assets are to be invested

In medium grade or lower grade obligations.

AS 21.21.400 is a new section that gives the director authority to order an insurer
to write down the holding value or order disposition of the obligations if the
medium or lower grade obligations are detrimental to the policyholders of the
insurer.

SECTION 35 - AS 21.21.600: The definition section of Chapter 21 is revised to
include definitions relating to the new provisions.

SECTION 36 - AS 21.22.060(K)(I): Two provisions are added to the Holding
Company Chapter to require insurers to make annual filing of the holding
company registration and the annual registration which must include a summary

of changes from the prior year.

SECTION 37 - AS 21.22.065: A new section establishes market concentration
standards that may not be exceeded in an acquisition of an insurer by another
insurer. The director’s approval is required for a change of control of an insurer
doing business in Alaska. The director may order insurers to cease business or
deny approval of an acquisition if it violates the standards established in regard to
market concentration. Insurers may submit a plan to the director to remedy the
problem. Preacquisition notices are required. The director has the authority to
request additional information to assist in evaluating the acquisition, and
uidelines are established for evaluating when an excess concentrations occur.
rtain acquisitions are exempt from this provision, and penalties are established

for violations.

SECTION 38 - AS 21.22.080: Amended to require fair and reasonable material
transactions among insurers and affiliates.

SECTION 39 - AS 21.22.085: A new section requires that a domestic insurer
notify the director of certain material transactions between it and any person in
its holding company s%stem (such as purchases, loans, reinsurance agreements
and contracts) if the effect of the transactions exceed a percentage of admitted
assets (;r policyholder surplus (depending upon the transaction and type of
insurer).

SECTTONA40 - AS 21.22.090" An editorial change requires the evaluation of the
adequacy of surplus to reflect past and projected trends in the insurer's
investment portfolio rather than surplus (NAIC model act).

Clarifies law to determine if adividend is
extraordinary.
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SECTION 42 -21.22.105: This new section establishes that officers and
directors continue to have liability for their actions regardless of a controlling
person, and establishes the responsibility of officers and directors to manage an
Insurer as a separate entity. Minimum Standards for the activities of directors

and committees are established.

SECTION 43 - AS 21.22.120: The confidentiality provision is extended to
include preacquisition information provided to the director.

SECTION 44 - AS 21.22.150: New section exempts transactions covered as an
acquisition under AS 21.22.065.

SECTION 45 - AS 21.22.160: The confidentiality provision is extended to
include preacquisition information provided to the director.

SECTION 46 - AS 21.22.180: The confidentiality provision is extended to
include preacquisition information provided to the director.

SECTIONA47 - AS 21.22.200: The definition section is expanded to include
terms and definitions used in the revisions to Chapter 22

CHAPTER 27

A single producer license replaces separate agent, broker, and solicitor licenses.
Licensing of surplus lines brokers is relocated from Chapter 34 into Chapter 27.
Licensing of reinsurance intermediary brokers and reinsurance intermediary
managers is added to the chapter. The chapter is restructured into separate
articles. Article 1 establishes general requirements and the procedures applicable
to all licensees. The Article 8 includes definitions applicable to the chapter. The
other articles address qualifications, operating requirements, and other regulatory

matters applying only to each specific type of license.

SECTION 48 - AS 21.27.010: This section is revised to include the single
producer license, the new reinsurance intermediary broker and reinsurance
Intermediary manager license, revise licensing for managing general agents
(formerly called general agents), relocate licensing surplus hues brokers, and

independent adjusters.

The general requirement is that a person may not act or represent to be a licensee
unless appropriately licensed. In addition, managing general agents, reinsurance
intermediary brokers, and reinsurance intermediary managers of domestic
insurers must be licensed by this division regarding their activities outside this

state.

Licensing of third party administrators is clarified to reflect that a third party
administrator who only administers claims in regard to insurance may be licensed
as an independent adjuster rather than a managing general agent.
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Uf_e of a fictitious name or alias must be disclosed to the division and reflected on
a license.

Exception from licensing of a person employed by an insurer is clarified to reflect
that the exception only applies to an employee of an admitted insurer who acts
within the course and scope of that employment and within the scope of the
insurer’s certificate of authority. The exception to licensure for a personwho
performs management services for an insurer who is affiliated with the insurer is
clarified to apply only to admitted insurers or admitted reinsurers. This exception
IS updated to Include a United States manager of the United States branch of an
alien admitted insurer and the manager of a group, association, pool or
organization of admitted insurer that does joint underwriting subject to
examination by another insurance regulator.

The exception from the definition of adjuster for an attorney-at-law who adjusts
insurance losses from ame to time incidental to the practice of law is revised to
exempt from the licensing chapter an attorney-at-law who is practicing law from
the additional license requirements of Chapter 27.

An attorney-in-fart licensed under AS 21.75 is exempt from licensure under AS
21.27 when acting on behalf of a reciprocal insurer or exchange. This section
avoids confusion regarding a managing general agent license. The NAIC model in
regard to an attorney-in-fact is incorporated in AS 21.75.

The old exc?jotion from the definitions of licensees for clerical employees is
incorporated as an exception to the licensing requirement. The proposed language
provides greater clarity regarding the types of activities that may be performed by

unlicensed individuals.

SECTION 49 - AS 21.27.010(f): Tliis revised section would take effect January

1, 1994 and incorporate the reciprocity of the NAIC accreditation process by
limiting the recognition of the insurance regulator of another jurisdiction to those
jurisdictions accredited by the National Association of insurance Commissioners.

SECTION 50 - AS 21.27.020(a): Editorial changes reflect the new biennial
license renewal process.

SECTION 51 - AS 21.27.020: AS 21.27.020 is amended by combining many
sections of the old AS 21.27.090 in order to create common qualifications for all
licensees. Provisions that apply to a particular type of licensee are relocated to
the later articles for the appropriate of license. Applicants and licensees for
firm licenses must designate a licensed officer or partner responsible for the firm's
compliance with the insurance statutes and regulations of this state.

The ability for the director to adopt regulations establishing additional education
or experience requirement for applicants or licensees is incorporated as a license
qualification. Formerly, as a condition of continuation the director could establish

additional educational requirements by regulation.
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SECTION 52 -AS 21.27.02fi: A new section requires licensees to notify the \
director within thirty Qaysaté?/ certified mail of change in residence, employment”™
ace of business, mailing address, phone number, suspension or revocation of a
cense, or conviction of a misdemeanor or felony. Firms must notify the directoi
f the termination of an individual in the firm. I /

SECTION 53 - AS 21.27.030(a): The control business section is revised to reflect
the biennial license and the changes in licensee types.

SECTION 54 - AS 21.27.030(c): Prohibits receipt of compensation in violation of
the controlled business limitation.

SECTION 55 - AS 21.27.030(e): References the general penalty section for a
controlled business violation.

SECTION 56 - AS 21.27.040(a): This section clarfies that information provided
in the appllcatlon process must be truthful. The section reflects the new biennial

renewal license process.

SECTION 57 - AS 21.27.040(c): Editorial changes made in regard to the
penalties for willful misrepresentation. Penalties apply to r*auests for
information supplied in connection with the application as well as on the

application.

SECTION 58 - AS 21.27.040(d): A new section provides the director with the
ability to require an applicant or licensee to_suPpOIP/ current information of the type
made in/or supplemental to an application (including at time of renewal).

SECTION 59 - AS 21.27.060: The examination of applicants and licensees
section is revised to combine old sections 60 and 70. new section clarifies that
incipals and managers as well as other individuals in the firm or individual
censees must pass examinations. The purpose of the examinations is clarified.
e discretion the director has to reqmre a licensee to retake the examination is

revised to apply to all licensees.

A new section incorporates current procedure which allows an applicant to file a
current letter of clearance from a prior state of residence in order to establish
qualifications including examinations if the license and examinations cover the
same material as the examinations required by this division.

A waiver of the examination requirement is discretionary for all limited licenses.

SECTION 60 - AS 21..27.060(c): After January 1,1994, an applicants use of a
current letter of clearance would be limited to states accredited by the National

Association of Insurance Commissioners.
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SECTION 61 «AS 21.27.060(§d): After January 1, 1994, a person aptplyi ngfora
nonresident license may be deemed to have satisfied Alaska’s qualifications only if

the resident jurisdiction is accredited by the NAIC.

SECTION 62 - AS _21.27.0_80$b): Revised to allow consideration of times and
places of examinations to include the convenience of licensees as well as the
director and applicants and to remove the limitation for giving examinations only

within the state.

SECTION 63 - AS 21.27.100: The appointment process is revised to include
procedures for reinsurers and reinsurance intermediary managers and the new
single producer license. An insurance producer is permitted tosecurean
appointment after submission of the first application to an insurer to confoim with

current industry practices.

The division will acknowledge receipt of appointments, but it is the responsibility
of the person making the appointment ana the appointee to review the
acknowledgemei r  accuracy and to notify the division if corrections are

required.

SECTION 64 - AS 21.27.110: Combines Sections 110 and 120 (the termof an
_?ﬁpomt_ment and the termination procedure). It includes the new license types.
e option for the director to charge an annual renewal fee is revised to establish

calculation based on a calendar year.

SECTION 65 - AS 21.27.130: Revises the form and content of licenses to reflect
types and scopes. Changes include the inclusion of both the mailing address and
tne physical address of the place of business, expiration date for the biennial
renewal, inclusion of fictitious names or aliases, and provision for the inclusion of
additional information as required by the director.

SECTION 66 - AS 21.27.140: The additional license types are reflected for firm
licensees. The responsibility of the firm for its employees is made explicit as are
penalties for violations.

SECTION 67 -AS 21.27.150: The limited licenses section is substantially
revised to included all limited licensees under T'tle 21.

The travel insurance limited producer license is expanded to include trip
cancellation and trip interruption insurance which*s commonlv provided. The
disability insurance limited producer license is relocated from Section 60. The
title insurance limited producer license is relocated from Chapter 66. A bail bond
limited producer license is created to reflect the current license scope issued. A
fraternal benefit society limited producer license is relocated from Chapter 84. A
retired insurance producer license Is established to allow a retiree to receive
contingent commissions. A new section explicitly allows the director to waive
bond requirements for limited licensees.
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SECTION 68 - AS 21.27.160: Scope of licenses is revised to reflect additional
licensee types and to allow more flexibility in regard to the scope of a license.

SECTION 69 - AS 21.27.170: Licensing of insurance vending machines is
revised to require that the insurer to be admitted and the operator be a licensed
insurance producer. Revisions reflect the change to an insurance producer license

and the biennial renewal process.

SECTION 70 - AS 21.27.190: Formerly the broker bond section, this section

now establishes minimum requirements for all types ot license bonds that may be
required elsewhere in the chapter. Alternative indemnity to the bond must meet
the minimum requirements to provide public protection. Alternative indemnity
may be established by the director by regulation. Exception from the bond
requirement for an individual in the firmis clarified to assure that the individual

deposits all money into the firm's fiduciary account.
SECTION 71 - a$S 21.27.270(a): Revised to reflect the new license types.

SECTION 72 - AS 21.27.270(c): Old Section 280's provision for the director’s
appointment as agent for service ofprocess is incorporated into the nonresident
licensing section for convenience. cause of action is clarified to include
“relative to a subject, resident, located or to be performed in this state" for
consistency throughout Title 21.

SECTION 7.3- AS 21.27.27(Xd)-(f): Relocation of other sections.

The retaliatory language from AS 21.09.270 is expanded to apply to all license
types.

SECTION 74 - AS 21.27.330: Place of business is revised to include new license
types.

SECTION 75 - AS 21.27.340: Public display of license is revised to reflect
general handling for all types of license.

SECTION 76 - AS 21.27.350: The requirement for records to be maintained is
broadened to included all license types and to clarify that they must be in
sufficient detail to document activities. The availability of records for inspection
bv the director is clarified to require that records be maintained at the licensees
place of business. Records may also be maintained by an admitted insurer at its
place of business as is customary for some insurances. Records must be
maintained available for inspection by former licensee. Provisions address who
maintains records when businesses are merged or purchased. Accounting and
financial records must be maintained under generally accepted accounting
principles. Firms are to maintain records for individuals in the firm. A licensee
must respond within 10 working days to a records inquiry of the director.
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SECTION 77 - AS 21.27.360(b): Clarifies that a fiduciary account must be
maintained by all types of licensees for the benefit of the person entitled to the
money. A firmis responsible for the fiduciary account of an individual acting on
its behalf. Use of an alternative to separate trust accounts for co-mingling money

Is permitted as provided in AS 21.27.365.

SECTION 78 - AS 21.27.360(c): Revised to require restitution of
misappropriated money. Penalties are increased for mis appropriation to deter
illegal activities.

SECTION 79 - AS 21.27.360(d): Editorial changes make clear that licensee may
only co-mingle funds which are required to be deposited into the fiduciary account
along with certain specified additional monies.

SECTION 80 - AS 21.27.360(e): Fiduciary money may only be included in a
financial statement if clearly identified as a fiduciary account in terms of assets

and liabilities.

SECTION 81 - AS 21.27.360@: The old definition of fiducia”™ account is
relocated to Section 900 which provides all definitions for this chapter. The
revised section clarifies when an individual in the firm need not maintain a

separate fiduciary account.

W L

SECTION 82./AS 21.27.365: A new section allows an eligible licensee to use a
deposit or bdar/l as an alternative to maintenance of a separate fiduciary account
for premium'tnist funds. The alternative must represent at least 10% of the prior
year's C?ross written premium._To be eligible, alicensee must have been licensed
In good standing in tnis state for the last two calendar years and file annually a
premium report certified by an independent certified public accountant licensed in
this state documenting the amount of gross written premiums in this state and
certifying that the licensee’s system accounting, internal control and procedure
provide reasonable assurance that premium taxes and fees, premiums, and return
premiums are properly accounted for and paid to the person entitled to the

money. To be eligible, the licensee must be current in paying taxes and fees. The
director may establish additional requirements by regulation. Procedures for
administering deposits reference Chaﬂter 24 for consistency of handling of all
deposits under Title 21. The director has the flexibility to match the application of
trust accounting regulations to an individual licensees accounting system.

SECTION 83 - AS 21.27.370: Sharing compensation is clarified to reflect all
compensation rather than only commissions and to include new license :
Firm responsibility for its individuals is affirmed. Penalties are established to

prevent profiting from illegal transactions.
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SECTION 84 - AS 21.27.380: This section is revised to establish biennial license
renewal. Continued qualification for a license is required for renewal. The
director has flexibility to spread renewal dates throughout the two year renewal
period for more efficient processing. A new "lapsed" license and reinstatement

rocedure is established for a licensee who does not renew its license. Limitations
or the term and renewal of trainee licenses is established.

SECTION 85 - AS 21.27.390:_Minor editorial changes are made. Old Section
400 is combined for clarity. The term of a temporary license is revised from "not
more than 90 days in a twelve month period"” to 90 consecutive days with an option

to renew for an additional 90 day period.

SECTION 86 - AS 21.27.405: A new section on hearing and order on violation
establishes a procedure similar to that in AS 21.36 for investigations involving
licensees and issuance of cease and desist orders upon the director’s determination
that a person has violated the chapter. Substantial penalties are established for a
person who violates the director’s cease and desist order to be administered by the

Superior Court.

SECTION 87 - AS 21.27.410: This section is revised to reflect biennial renewal
and r'.iditional types of license. Enumerated causes for denial, nonrenewal,
suspension, and revocation of licenses are extended to include failure to pass an
examination, cheating on an examination, engaging in an unfair or fraudulent
insurance transaction, suspension or revocation of a license in aiibther
jurisdiction, forgery on an application, and accepting business form a person not
licensed if the person knew or should have known that the per*sofi was unlicensed.

SECTION 88 - AS 21.27.420: The procedure for suspending or revoking a
license is revised to include authority for the director to condition a license in

order to protect the public from injuly or potential injury.

SECTION 89 - AS 21.27.430: A person may not profit bxnreceiving _ ]
compensation when a license is suspended or revoked. Any compensation paid or
earned during the period of suspension or revocation will be lost as a penalty.

SECTION 90 - AS 21.27.440: The penalties section is broadened to apply
violations to the entire chapter. Penalties include compensation arising froma
violation, loss of licenses, and increased monetary penalties. Willful violations are
treated more harshly. Penalties may be paid in installments over a one year

poriod.

SECTION.O1MNAS 2177«4fiQ(ftl: Surrender of the license is revised to reflect
biennial licensing and to regmre surrender of the license within 10 days to clarify

"immediately. "
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SECTION 92 - AS 21.27.46(Kc): New section re_ﬁH_i res surrender of the license
for reissue when a change of condition occurs. This will assure that the license

properly reflects the states of the licensee.

SECTION 93 - ARTICLE 2 - INSURANCE PRODUCERS: This new article
establishes a singl einsurance producer license in place of separate licenses for
agent, broker and solicitor. A single producer license will reduce the number of
licenses individuals may be required to hold because of their relationships with
clients and insurers. For an insurance producer, determination of whether the
individual is acting as an agent of for an insurer or & a broker for the client will
be determined by the relationship that the insurance producer has with each

client.

AS 21.27.530 - INSURANCE PRODUCER QUALIFICATIONS

Requires that an insurance producer be competent to fulfill its responsibilities .
The qualification for a fraternal society limited insurance producer license is
relocated from Chapter 84. Requirements for a license with a scope that includes
variable contracts incorporates current regulation regarding registration with the
SEC (_)th passing examinations regarding knowledge and competence concerning
securities.

Instead of the old broker bond, an insurance producer who only acts as an agent
on behalf of admitted insurers and who does not receive money required to be held
in the licensee’s fiduciary account does not need to maintain a bond.

AS 21.27.540 TRAINEE INSURANCE PRODUCERS

This license will be especially useful for rural licensees. A trainee insurance
producer may perform certain limited tasks under the direction of a licensed
Insurance producer before having passed examinations required to secure an
insurance producers license. This will allow on the job training and accommodate

rural producers whose employees do not have as convenient )
access to examinations as applicants in larger metropolitan areas. The trainee

insurance producer license is not available for life, disability and annuity
Insurance.

The trainee must show progress toward full licensure by passing the insurance
laws and regulations exam within four months and the knowledge and competence

exam within eight months.
Penalties are included for and employing licensee who improperly uses a trainee.

AS 21.27.550 THE APPOINTMENT OF
AN INSURANCE PRODUCER AS AN AGENT

An agency agreement must be in wiiting and must set forth the respective
authority and responsibilities of the parties. The insurance producer acting as an
agent must use its fiduciary account. The agent is allowed to handle claims on

behalf of the insurer but is prohibited from activities which require separate
licensure in regard to reinsurance or acting as a
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managing general a?gsnt. An insurance producer may not be a broker and an
agent for tne same client because of the obvious conflict of interest. Therefore, an
agency appointment may not extend to a client for whom the insurance producer

IS a broker.

Provision for an insurance producer to be aﬂ'vointeq by areinsurance
intermediary manager consistent with the NAIC reinsurance intermediary model

IS added.
AS 21.27.560 APPOINTMENT OF INSURANCE PRODUCERS AS BROKERS

This provision continues a current regulation requiring a written contract if the
broker is compensated by fee paid by the client or by a combination of a fee paid by
the client ana commission paid by an insurer with which coverage has been place.

Flexibility is provided for a broker to accept advance premium for coverage for
renewal of existing coverage or receipt of a premium deposit for the purchase of
insurance. Current law prohibits collecting premium prior to authorization of
coverage by the insurer which creates difficulties for Alaska consumers who may
not be readily available at the time coverage has been authorized to immediately

pay the premium.

Greater flexibility in negotiating compensation between clients and brokers is
provided. If the agreement provides for a negotiated fee only, any commission
that may be earned by che insurance producer is used to offset or reimburse the
client. [Ifthe compensation agreement provides a combination of fee paid by the
client and commission paid by insurers, the fee may be offset or reimbursed by all
or part of the commission (and the amount of commission be disclosed to the

client).

In order to allow a broker to provide maximum service to his client, the broker
may utilize his relationship with an insurer to accept applications, combined
coverage, and collect premium on behalf of the admitted insurer. Intaking
advantage of the relationship with the insurer, the insurance producer remains
the independent contractor of the client and does not become an agent of the

insurer.

The NAIC model business transacted with producer controlled insurers is
incorporated in order to prevent producer owned or controlled insurers from
favoritism to or improper influence by the controlling insurance producer. This
model prevents the basic conflict of interest which arises in the case of a parent
company placing business with a controlled insurer. Disclosure of the
relationships required to inform and protect the public.

AS 21.27.570 OPERATING REQUIREMENTS
FOR CONTROLLING INSURANCE PRODUCERS

Drawn from the NAIC model, this section defines when an insurer is considered
owned or controlled by the insurance producer and establishes minimum
standards for the contractual relationship between the parties. The controlled
insurer must provide the same access to coverage and commissions to the
controlling producers as to other producers. Profit sharing is only allowed based
upon independent accounting ana independent validation of the adequacy of
reserves in order to prevent manipulation. The controllln% Insurance producer
may be liable in the eve™t of the insolvency of the insurer by a conservator,

rehabilitator or liquidator.
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The director may order the controlling insurance producer to ?a restitution if its
activities in violation of this section lead to loss b)éthe controlled insurer.
Protection of the interest of policyholders is thereby maintained.

Limited exceptions to the application of these operational requirements are
provided when the insurance producer is licensed and acting as a managing
general agent, is a limited affiliated company, is a captive insurer, is preempted
under federal law, or is participating in assigned risk pools.

ARTICLE 3 - MANAGING GENERAL AGENTS

Alaska Statutes had previously referred to general agents. This revision adopts
the generally used phrase of managing general agent. This article relocates and
revises existing statutes to be consistent with the NAIC MGA Model Act.

AS 21.27.590 - MANAGING GENERAL AGENT QUALIFICATIONS

This section relocates the three years experience requirement from existi g/g law.
For public protection, it gives the director discretion to require a bond and/or an

errors and omissions policy.
AS 21.27.600 TRAINEE MANAGING GENERAL AGENT

To allow an individual already licensed in this state as an insurance producer to
provide limited support for a licensed managing general agent if the individual
does not have the full three years experience. Firms will be able to operate
efficiently while proper public protection is maintained.

AS 21.27.610 AUTHORITY OF THE MANAGING GENERAL AGENT

The authority must be consistent with Alaska law and with the authority that is
conferred by the admitted insurer.

AS 21.27.620 OPERATING REQUIREMENTS
FOR MANAGING GENERAL AGENTS

Drawn from the NAIC model act, it establishes minimum standards for the
operations of the managing general agent.

A written contract is required which requires, among other things, written
underwriting and claim handling guides, proper accounting and use of fiduciary
accounts, independent reserve verification for profit sharing, and director
approval of MGA contracts of domestic insurers. Managing general agents are
prohibited from certain activities in regard to reinsurance for the protection of the
assets of the insurer. Insurer oversight of managing genual agents including
on-site reviews are required under certain circumstances. Examination and
penalty provisions are provided. An insurer that violates its requirements in
regard to a managing general agent puts its certificate of authority at risk.
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ARTICLE 4 -REINSURANCE INTERMEDIARY BROKERS

This article establishes the reinsurance intermediary broker license from the
NAIC Reinsurance Intermediary Model Act.

AS 21.27.670 REINSURER INTERMEDIARY BROKER QUALIFICATIONS

Three years experience is required consistent with the sophisticated nature of
reinsurance transactions. The director has discretion to require a bond and/or an

errors and omissions policy.
AS 21.27.680 TRAINEE REINSURANCE INTERMEDIARY BROKER

An individual who does not have the experience to be licensed as a RIB, may
perform certain limited functions under the direction of a licensed RIB.

AS 21.27.690 OPERATING REQUIREMENTS FOR
REINSURANCE INTERMEDIARY BROKERS

A written contract between the insurer and the RIB is required and minimum
contract provisions are established. Proper accounting and use of fiduciary
accounts is required. Written underwriting guides are required as is disclosure by
the RIB of its relationship with any other insurers or reinsurers. A provision
allows domestic insurers to use foreign. RIBs if they are licensed by another
Jurisdiction accredited by the NAIC or for use of an alien RIB if the RIB is licensed

In good standing by its domicilary insurance regulator. Penalties for violations
are established.

AS 21.27.700 REINSURANCE INTERMEDIARY BROKER RECORDS

Minimum recordkeeping requirements.

ARTICLE 5 - REINSURANCE INTERMEDIARY MANAGERS

This article establishes the reinsurance intermediary manager license from the
NAIC Reinsurance Intermediary Model Act.

AS 21.27.730 REINSURANCE INTERMEDIARY MANAGER QUALIFICATIONS

Minimum qualifications include three years active working experience. For public
protection, the director has discretion to require a bond/or an errors and omissions

policy.
AS 21.27.740 TRAINEE REINSURANCE INTERMEDIARY MANAGERS

an individual who has not had the experience to be fully licensed, may perform
certain limited tasks under the direct supervision of the licensed RIM

AS 21.27.750 AUTHORITY OF THE REINSURANCE INTERMEDIARY MANAG
ERS

The authority must be consistent with Alaska laws and that conferred by the
reinsurer
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AS 21.27.760 OPERATING REQUIREMENTS FOR REINSURANCE INTERMED
IARY MANAGERS

Awritten contract between the RIM and the reinsurer must include minimum
provisions providing for proper accounting records and use of a fiduciary account,
proper maintenance of other records, written underwriting guides and claim
guides, and compensation agreements. Independent actuarial and accounting is
required where appropriate. Certain activities are prohibited to protect the assets
of the reinsurer. The director must approve contracts of domestic reinsurers or
reinsurance intermediary managers. The director must be given notice if an
approved contract is cancelled. The reinsurer must, among other things, conduct
semi-annual on-site reviews to assure contract requirements are being met.

The reinsurance intermediary manager must disclose its relationships with other
reinsurers and insurers.

AS 21.27.770 REINSURANCE INTERMEDIARY MANAGER RECORDS

Establishes minimum recordkeeping requirements for the RIM.

ARTICLE 6 - SURPLUS LINES BROKER

Licensing of surplus fines brokers Is relocated from Chapter 34 into a new article
in Chapter 27.

AS 21.27.790 SURPLUS LINES BROKER QUALIFICATIONS

A surplus fines broker is no longer required to hold a brokers or managing general

agents license but is required to have two years active working experience in order

to have the necessary expertise (previously to be a broker one had to have three
ars experience). The $200,000 bond requirement is retained. The director will

e
%ave discretion to require an errors and omissions policy.
AS 21.27.800 TRAINEE SURPLUS LINES BROKERS

An individual who does not have the experience to be fully licensed is permitted to
provide certain limited assistance to a licensed surplus fine broker.

AS 21.27.810 SURPLUS LINES BROKER RECORDS

Minimum records requirements are relocated from Chapter 34. Reference to the
new tax allocation provision in AS 21.34 is added.

AS 21.27.820 DENIAL, NONRENEWAL, SUSPENSION, OR REVOCATION
OF SURPLUS LINES BROKER LICENSE

From Chapter 34 and revised to incorporate the new biennial renewal.
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ARTICLE 7 - INDEPENDENT ADJUSTERS
AS 21.27.830 INDEPENDENT ADJUSTER QUALIFICATIONS

Relocates and clarifies provisions fromold AS 21.27.090.
AS 21.27.840 INDEPENDENT TRAINEE ADJUSTERS

Progressive examination requirements for an individual to continue to qualify for
the trainee license is established. Required supervision is clarified as are
supervisory requirements.

AS 211.27.850 INSURANCE PRODUCER, MANAGING GENERAL AGENT,
REINSURANCE INTERMEDIARY BROKER, REINSURANCE
INTERMEDIARY MANAGER, SURPLUS LINES
BROKER AS INDEPENDENT ADJUSTER

Relocates AS 21.27.320 which allowed an agent orgeneral agent to incidentally
act as an adjuster without an additional license. The section is broadened to
include all the licensees.

AS 21.27.860 UNLICENSED NONRESIDENT ADJUSTERS

This provision was formerly part of AS 21.27.320. The limited permission for
unlicensed nonresident adjuster to adjust losses in this state is revised to require
notification to the director. The director determines when a catastrophe occurs to
trigger the multiple loss provision. Such an unlicensed nonresident adjuster is
subject to suit under the provisions of AS 21.33.

AS 21.27.870 NONRESIDENT INDEPENDENT ADJUSTER RECORDS

Relocates the minimum records requirement of independent adjusters.

ARTICLE 8- DEFINITIONS
AS 21.27.900 incorporates definitions used in the various articles.

SECTION 94 - AS 21.27.620(a)(4XL): This section is revised effective January
1,1994 to incorporate the NAIC accreditation requirement.

SECTION 95 - AS 21.27.760(b)(15): This section is revised January 1, 1994 to
incorporates the NAIC accreditation requirement.

SECTTON 96 - AS 21.33.011: Revisions to Chapter 33 - Unauthorized Insurers -
are Iorlmari I]y editorial changes for clarity. This section clarifies the ability of the
public to selt-procure insurance from nonadmitted insurers.

SECTTON 97 - AS 21.33.020(a): Editorially changes for consistency throughout
the Title 21 in regard to transactions of insurance.
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SECTION 98- AS 21.33.0250)

Editorially changes for consistency throughout the Title 21 in regard to
transact|o¥1 a1‘nﬂsuranee y throug Y

SECTION 99 - AS.21.33.031(a): Clarifies that a good and sufficient surety is a
bond Wcl)thlan admitte ?fnsurer) J y

|ION 100 - AS 21.33.031(c):. Editorjal changes for consistency throughout
% Qrltle 21 Pn regargi to transggtlons o{ fnsurancge Y :

%ECTION 101 - AS %1 33, 037gb Editorial changes for consistency throughout
e Title 21 in regard to transactions of insuran

TION 102 - AS 21.33.037(c); Editorial changes clari t the penalties
(f o%ojla%onso% apter ) and arealn a(?d%eon toa yoﬂaer pe%aqﬁesunder

SFECTION 103 - AS 21.33.042. Edl%()rlal changes for consistency throughout the
Itle 21 in regard to transactions of insurance:

SECTFO §21.33. 0453 PI Provides the (ilrectorwnh the auth%rlty to
chue |tlon Information necessary to evaluate transactions wit

mitted Insurers.

SECTION 1 -AS 21, 3%055? The tax d e date is Ch?ﬁﬁd to Ma\rch 1 for
2

con3|stenc rou ut the t thtorlgl es clarity that sur TJmes
Hsura ce 1S exporte un e t att e maring Insurance referenced is

e defined wet marine an transportatlon Insurance.

The director must give notice to the insured if a nonadmitted insurer fails t
Its remfum taxes 3 trh Csurep must %?Xthf taanhtm thirt (?a% i\ﬁaﬁ%e
gag)ment ena my IS change ate payment fee, interest, and zen ty to
ncourage prontpt payment of taxes.

SECTION 106 -AS 21.33.055(b): T ea artlonment of premiu resulting .
taxes Jor mu?t6| state rlls (I)S g ISe slt)abﬁlis an atlloc%t?ov sche uqe whlch \%nll

ovide consistent ha dI| or naut orize ments, S rprocure
E megts an sur acements hcatlﬁ Pemlum Is clarified
the director Is ven aut Qlt to etermlnel ocatlon Is appropriate

{0 make necessary corrections.

0127192 SECTIONAL ANALYSIS PAGE 19



SECTION. 07 821 33. 055 * The enB Istatut exce tion to premium
taxes for risks (f e state or olltlca su rd;j1 vISIOn o e sta e .or Insuran de of
aircraft regularly engaged In interstate or foreign commerce I incorporate

SECTION 108 - AS 21.33.061(a): Editorial changes for consistency.

SEC. ON19 AS 21.33.031(c Tax due date IS cpa ed to March 1 for

con5| -ency. throughout the st Iaang e is clarified so.that wet m rlnea\d
ransggraa lon Insurance Is re erence ale payment tee, interest, and penalt
are added to encourage prompt payment of taxes.

faxes on mylii state risks IS INcorporate ing consistency for unauthorized

SECTTON 1¢O-AS 21, 3061(d2) The auocaot\llcl)ig schedule for r?mlum and
Insurers, self-procured insurance, an surB us s Insurance;

ECTION 111 - AS 2 1(q); Th t taxes f f
CHOVIRGSA e Tt i o e 5t

ex%e%%oenoop H‘Itlcél E)V |St|;9rand annulity insurance Is combine and ﬁarl?led
3%@%%%#&% A A1 tieased ahd 19na 1 SdiGn 0 ORvet penalies

SECTION 113 - AS 21, 38 .065(h): Penalties for other violations of Chapter 33
are revised and increase

SECTTQN 114 - AS 21.33.900: ne abili ofthg director to re%uest records olf
e clude

m ured #n regard to coverggéav\{] naut or mSUfer% adened to In
rin lon require g rector. 8enat atlure to obe}q n order to
Br%ﬁuc te ei gcor s'1S increased and made in addition fo any other penalties

. ... The definitions section of Chapter 33 is revised.
Definitions common to the Title 21 have been reFocated to Cﬁ pter 3

SEC ON 116 - A82%34 02% Plac%ment sur lus lines surance IS clarifj e(%
to reflect that hhe dp[o ucing br as ige ces arc ty and to provide for
exceptlons to the diligent s arc y regu atlo as welas V request.
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SECTION 117 - AS 21.34,025: This is,a new section \g/hrch clarifies the s(tjatus of
su ch rﬁrlon nolicles or joint.un erwrrtrnv? |n Whic Itted rnsrlrrers an

nona nsurers pargicipate m pro covera e on a single policy. The
db of P wﬂ% uslgb rocurgd rouéha

sectipn provides that a |cv
F Pus Lnes roi<e 'Aai%o SIS asur
aims arising out oft e policy are not cover

s lines palicy In Its entir %/and
y the guarantee assoclation

SECTION 1 S 21.34.040(a
broke must]b ‘rAc‘ense ﬁa'&pser

c%rrfal change notes t tth surﬁlus lines
Or coverage to be ace Wit
nonadmitted insurer un er

I%CTION 119-AS 21.34. 040%:& This section is revised to delet obsolet(e
references regarding capital ahd minimum unimpaired surplus for nonadmitted

INSUTErs.

Anew sectronr addeqd regarding alien mutual protection and indemnity
assoclations. f?e revrsedc apita anﬁ urplus a zg\trust amount dreﬂlérrements will

now reflect the financial str ctureo mutual protection an emnity
associations.
SECTION 120 - AS 21,34, 40 eP Anewsect cIar thec ital and
sur lus re J urrements foregS hnswerswrl eca ate srn %Snera

Int idle a common

countin t(jed tes |s wr
asr etermrnraps rﬂ lb ey avold confusion ca sed overseas
accountrng rules w ay substantral erentt an ours.

SECTION 12(11 ﬁs 21.34.060: For insurers not on.the |vrshonEeI|?|bIelrst a
ro ision |saﬁ from the NAIC model a 8t requiring that the surpIus Be

Fr notl edrrectorwhen an unlisted.not'a Hrdrge Insurer 1S used by the
surp us line broker A'thirty day time period Is adde

non mrtt insurer nae II%I ro T g {0 Incluae aw VIO
dWSs 0] anot ers te dn adened tq Inclu f]he ar ure {0 re ona

SECTION.122 - AS21.34, 70 g The basis upon Whic the tor are
1S Et ort
Investigate asw as pay osses an IS state or another state.

claimsin t

SECTION 12 AS 21.34.080:. This section coord nates, the filin atef rthe
rne kerstran%actron report to corncr ewrth the du
|ne S mont remi mreg? Anew rov S C{)nr a dedw ich
sthe drrectort rer t evidence rnsurance filed with t esur u%
nes assoclation an sr1 us. lines assoclation provi e error%r? re ors the
lrector regar mg sur [us lines | fura etrangac 1ons In lieu of Tiling transaction
reports wi ivision. This will enable establishing a stamping office.
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The producing broker due diligence affidavit is expanded to reference the notice
requirement 90 the Insured co tameg In the NAICD moéeeci act.

SECTION 124 - AS 51.3 .q90(a: The secti r}]providin{%_foras rplys lines
assocjation Is revised to delete the ability of the association under the statute to
%amme_ roRprs utis e>§)ande to authorize attendance at the Nationa

sociation of Insurance Commissioners meetings and participation in tak forces
8” orf< e(;1nroups. This wi Palmw e?l%ctlve partlglpatlor{J In redjuqatory
evelopments.

To avoid Constitutional prohibitions a%alnst dedicated funds, thae cH;.ector ma(}/
con ractt]wn the surplus lines Fsso E |%n ‘o rBfelve r(iBorts and artidavits, t0 .
verity that coyerage has heen placed wyth eligible surplus lines msurers, to verify
% g Wé)ct%(r)lgo taxes and fees owed, and prepare periodic reports as required by

ECTION 125 - AS 21.34.09%%): .The Su&plus Lines Association is subject to
the same penalties as a surplus lines broker.

FECTION 126 - AS 21.34.090 e?: This section addsha re%uirement that surplus
Ines association maintain Its place or business In this state.

ECTION 127 - AS.21.34. . Revises th ' t th |us li
Sroier%r}o%e et%ufed?’ew1 8,%% of Fr}/sla(?gncg trg(%Hler?rﬁgﬁpe vﬁ‘hﬂ?ﬁ fc}lflr tyuaailr%es
rather than promptly).

) Editorial changes are made for clarity.
SECTION 129 - AS 21.34.130: Editorial changes are made for clarity.
SECTION 130 - AS 21.34.150: Editorial changes are made for clarity.

gECTION 131 - AdS 21.34.170: The monthn/ re?.ort, summary ofex&orm
US|NEss IS revised to I feﬁ:tthe Pewt? alfocation provision”from the NAI

model act and tB ép{; vide that in lieu of the report to the dicector evidence of .
Insurance may be filed with the surglus Ilnes_assouathorh he association may file
periodic reports regarding insurance transactions with the director.

SECTION 132 - AS 21.34.180; The sur Iﬁs lines taé IS revised to reflect the
gremlum recelpts tax rate ar]d to reflect the scope of transaction language
onsistent throughout the title.

The surplus lines tax will now be paid on a quarterly. basis to the state. Late
paymerﬁ Pees ana mterestr}%r Iateppayment, ?taxesyls aédﬁeé.
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The NdAIC f'surglllus lines mode| tax allocation provision is incorporated. The
rocde ure for ocatlnlﬂﬁare_mlum and taxes. for multi sltate r1sKs IS clarified and
e director Is given authority to determine the equitable and appropriate amount

of tax due this State.

SECTION 133 - AS 21.34.190: The filing fee is now to be paid to the state
quarterly.

SECTION 134 - AS 21.34.190(b): A late payment fee and interest will now be
charge for late payment oflf?ﬁ%g? fees. Py

SECTION 135 E{AS 21.34.2 O(at): This se?tion IS revise% to(jncorporate the late
payment fee and to update the reference tor the surety bond.

sS FEr% tlgsN }k%e_iw%ft 21'34'230(?@%%“]:*63 ther&ﬁfﬁé’ l#rgraolrlmnggﬂ?stlr%%saﬂtggps,

5y éPre.\/ents rgmﬁ J
arlmum EPe alties are increased and a distinction IS drawn b&tween wi
violations and other violations.

ION 137 - AS 21.34.900: The definifigns section is.revised to delete . .
ge (l:nTltlon? Woved tci haPter 90. _S\nevlv gé?l%slt?onlo récsslpr\c/)ICSaI state |js added in
support of the tax allocatlon provision.

SE TIé)N 1(?8-AS 21.36.020: Forc nsis(}enc%with the scoPe_ofTitIe 21 unfair
metho szixn de(fegtwe acts a{e R]rohl ited In the state or relative to a subject
resident, located, or to be performed In this state.

CTION 139 - AS 2]h.36.145: A ngw sectjon

S establishes upfair financial
R]annmg S%ractlces. The sectionis dra’.n or.tqeiil Q

b

|sr.egr ting sales of insurance as, financial planning. Fu 8
Servic pensation IS required 38 A Wrltten agreement Is required to
Ition to earned commissions received

S 0
? darge a 1ee FOI‘ nancla plannl gmna
rom-insurance.

SECTION 140 - AS 21.36.150(a): Editorial changes are made for clarity.
SECTION 141 - AS 21.36(b): Editorial changes are made for clarity.

. irector the authori ne other unfair

gﬁﬂll%l 1@%{;@% %13&3/&?%@6 Anew sectit%ﬂ is.ﬁd(%edd‘ta?itr%e rocedures as to
metﬁo sar?d unfair c?egeptlve acts or practices.app cagle to all persons.
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Carcaion Loy ST st 5 JOAER Sendard 1 a ncuer

com ete an au eurﬂ Premlum Anns .rer Is re Ire urn

unear remlu Wlt |nt t}/ da%s ofan manred (ﬁnﬁ In apo Cy not subject

tog to {o complete t In th n%/ 3{ h rer requires
Jtio U ence, t must e

al time toc etet e audjt using due sure
V|se In wntlng the reason and the amount oftime nee(‘fec!1 tc complete the

audit.

SECTION 144 - AS 21.36. Plé) 1\R/ The def|n|t| n of business or commercial
Insurance is revised to include Wwet marine an transportation insurance.

SECTION 145 - AS 21.36.320(a): Editorial changes are made for clarity.

SECTTON 138 - AS 21.36.320(c): Editorial changes rename stop orders as cease
é: degst orc?er ) J P

S”ECTION 146 - AS 21.36. ZOédr) Increases the maxm]urcn Haltles to deter
llegal acts ang broadens t ectors aut ntgl \n ude enq% restitution
and to suspend or revo e a persons license for & violation of th

%ECT,ON 148 - AS 21.36.320(e): The maximum penalty for willful violation of
the title IS Increased.

ECTION 149 AS, 5 .30. %Z%f) Editorial chan efr ? op order to ceI se and
eS|st rde rovided an naammurg Lloena %or allure to %omﬁ])e/wnn
ease an e5| to[]de[)lsmcreas e erhor ourt may also bar the violator
rom transacting the usmesso Insurance In the future.

SECTION 150 AS 21.36,350: ThIIS sectio is revised to broaden the dlrect%(‘s
regula ory auth ority to adopt regulations from claim practices to all acts an
cticesin Chapter 36

ECTIO AS.21.36.370: Editarjal rev S|onsr flect relocating surplus
ﬁrnes hrokers ][1 ensing to %1'52d/ QHa u3|on fe rom premium oqueﬁlcal exam
charges for a life insurer is deleted as o so ete.

%%v@'é%gm')ﬁzar T 52 %ﬁ%l?azﬁl organizations to designate a abeneflcm 3/ orto
dividya I| e| syrance Ff“‘? ? oot er insura terest

ga [pre |umé
XS?}/ roce ures or maxl % Sla that the.insured may

INC
nc]odl ge contract% ¥e est |s e )f |tabJ rganizations are
entified.Exceptions for entl |es such as aterna enefits s C|et|es are provided.

Definitions are included for clarity.
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SECTION 153 - AS 21.66.010(a): Fipancial requirements for title insurers are
consolllgate wit ﬁme requ(2re gnts for ot er? surers |J?1 Chapter 9.

SECTION 154 - AS 21.66.010(b): Fipancial requirements_for title jnsurers are
consollgate wit t%]e require gnts or other |ﬁsurers in Chapter d

SECTION 155 - AS 21.66.020: Financial requirements for title insurers are
consol&gategi wi hAt%e requ(%rements rf]or otﬁe?tinsurerssm Chapter 5

Ruisea o efect the adoption n 1000 oF AS 21 1907 1 Fegard o ugamed

premium reserves.

aecN0 ToHec e adoption 1060 or RS 21 LB 073 Pegart t inearmed
premium reserves.

SECTION 158 - AS 21.66,090(a): Title insurers seeking a certificate of authoyit
mﬁﬁggrsso undaer Cﬁapter 9. %a?s avolgs dupl?cat?on ang assures conscl)stency {oryall

SECTION 159 - AS 21.66.110: Premium taxei are to_be(ﬁ]aid on March 1f?r
conilstenc i r%u ou éetlt(!e Provisions already in Chapter 9 previously
duplicated’in Chapter 66 are deleted.

ECTION 160 - AS 21.66.170(a): Editgrially revised to reflect the title
%surance Illm?ted producer IPc(e%seEm &ap er 2.

ECTION 161 - AS 21.66.180: Is editorially revised to reflect the title insurance
ﬁm?ted prO(]iucerAI\lcense?n C%apter 21 y

SECTION 162 - AS 21.66.210(a): In ordler to encourage cost saving efficiencies,
two or more tiztle ent%tlles may(f?rm a(J)ocljnt title plant.g .

SECTION 163 - AS 21.66.270: Requirement that title insyrance limit
producer be ?l%ense %rev%sed for ¥ectt e reqocatllon otS Hcenang to (ei?]apter 21,

ECTION 164"AS.21 6£,280: Editqrial ch flect th itle |
ﬁmcl:te d% roégceﬁlscenég%’n %%apt%lrt%'a changes reflect the new title insurance

ECTION 165 "AS 21.66.290: Editorial changes reflect the new title insurance
ﬁm(l:ted progiucerpﬁcense?n COhapter 21. !
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Editorial changes reflect the new title insurance

linmieedproducer license in C%apter

ECTION 167 - AS 21.66.310 ditorial changes reflect the new title
Tcr’rsurance Irlmzrted pro%iucer]hce?rseErn gfrap ter ?79

ECTION 168 - AS 21 66.310(c): Editarial changes reflect the new title
ﬁrsurance Irlmfited producer]hce%se In Crrapter 27g

FECTION 2169 - AS 21.66. 3%% Edrtorral changes reflect the new title insurance
mited producer license in Chapter 27

FECTION (1170 - AS 21.66. 3%% Edrtogal changes reflect the new title insurance
mited producer license in Chapter 2

SECTION 17 -AS 21. 6(% 370(a) F}\ferences o.r trn or anhzatrons are del teﬂ
ec us ve been formed’in Alaska an trt urérs have agreed with t
era ra e ommrssron not to use rating organrza 10NS.

SECTION 172 - AS 21.6 3705 OI) Re[er nces to rating orga hzatrons are delete
Itge%ﬁa rﬂon ve been.form mAas a and title 1 sur ave agreed with the
ederal Trade Commission not to use rating organizations.

SECTION 173 - AS 21.66.37 0 |t rial changes to reflect the new title
Insurance limited producer 1ic ns n Chapter 2

SECTION 17 -AS 21, 6? .380(a) Iieferences 0.rating or anhzatrons are del teﬂ
ec us ve been formed.in Alaska and title. Insurérs have agreed with't
era ra e ommrssron not to use rating organizations.

ormed In a ana title’insurers nave agree

ECTION 17 -AS 21. 6? .390: Ref Srlre e(es to atrpg organizations are d Ieteﬂ
ec US?JP 8ve been. as Ith the
ederal Trade Commission not to use rating organizations.

ECTTON 176 - AS 21, 6? 400E§ eferences fo.rating or anhzatrons are delete
ec use nong have been. orm in Alaska and title. insurers have agreed with the

ederal Trade Commission not to use rating organrzatrons

ECTION 177 - AS 21.66.400(h) I}eferences 0.rating or anhzatrons are delete
ec us none have heen. orme in Alaska an trter surers have agreed with the

Fe era Trade Commission not to use rating organizations.
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SECTION 178 - AS 21. 6?40059 Re(er ncestor tlnr%; organhzatlons are delete
ecaus ong %ebeen orm mAas a and title insurérs have agreed with the
edera Trade Commission not to use rating organizations.

ormed’in Alaska and title. inSuretrs have agreed with the

ECTION 17 -AS 21. 6? 400(d) FXeferences 0.rating organjzations are delete
ec us?? 8 e been
ederal Trade Commission not to use rating organizations.

ecause none have hee orm a and t ave agreed Wit

EECTION 180 - as 21. r?? 410é mRﬂ nces olrt?éulnr% g hzatlons are del%
edera Trade ommlssmn not to use rating organizations.

FECTION 581 - AS 21.66. 4%(?1 Edltogally revised to reflect the title insurance
mited producer license in Chapter 2

ECTION 182 - AS 21.66.430 ditorially revised to reflect the titl
ﬁlsurance Illmzlted pro%ucerqlce%seﬁnlgﬁlgp err%\fl.Se 0 fetiectine tte

ECTION 183 - AS 21.66.480(7): | [ d to reflect the titl
%surance Illmgfted produceriflc(e%se ?ne |%rgaelyzr7ewse o fetiectine e

SECTION 184 - AS 21.66.480(8): An obsolete date reference is deleted.

ECTION 185 - as 21,69. dsgo ToPIS new section s ecqle ﬁ{gefs of records
ich must be maintf ine ome |cmsurer c? CcUS IS 0N
nanC| and corporate reco ds and other records require bythe Irector.

SECTIOtI-AS 21.72 2059 Chan es the fI|InH date for the ?ssomatlon’s
annual statement to 1to e onsistent throughout Title 21

EECTIO 187 - 821 75,040( P This is anredltorlal chan eagpllefl throughout
apter r? mg eciproca msurers t\e term qﬁtorn %c
atto |n ctt Xtcusto ry termino ?gé/mt e.n OIy ng for
con5|st ncy with the Cmod orney In-fact licensing model act.

ECTION 188 - AS 2f1 .15.045: This new section, glve the dlrectorY a thorl
s- In-fact df n-

v!/%eqff Gned bsitjares oé‘a%?[? 7 oo o

gC a domestjc leci roca msurer é
writes business, in Alaska. orial thange provides consistency regar |ng
type of transactions,

SECTION 189 - s 21.75.060(h): Editorial change incorporating
attorney-in-fact,
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SECTION 190 - AS 21.75.060(c): Editorial change incorporating
attorney-in-fact.

SECTION 191 - AS 21.75.080: |sed authority of attorney-in-fact i9
est%a |Js d consistent w5th tﬂeﬁ,ré?l\ése ogéjl agtr.I i %ujggge ef g%reement.

replaces the ol power ofattornej as the basis of aut ority tor ttorney-ln-fact.

The subscribers agreement is subject to, approval by the director and the adviso
om u|ttee oftLe lgecei rocaf._Spe#ﬁc mmPrRuml[e irement tmcu eaectl no1ry

the a V|sor¥ncomm|t ee, notice of meetings to all members, the authori }/0 the
advisory committ eto%a a meetin a]n fo r?commen termination ofthe .
attorney-In- act. Procedures are established for atrran Ing meetings of subscribers
0 terminate the eittorn%/-m- act an Proc(? ures for voting on termination.
nvestment quidelines HSt be establishe Ytt’)e advisory committee for
;fna| tenancé.o gss&ts an rolg)efrlnvestmen of assets. . ORer accountin oJ
ungs |s_re%uwe . Attorneys-in-tact are required to maintain separate records for
each reciprocal.

. The attorney-in-fact is required to establish and maintain written underwrjtin

Yo report {0t adpvls.or committee on t%e tffilnanclaﬁ condition oftheg

Igumles aqd
eciprocal and material transactions entered into.

An annual staéement actyarial oginion, and attorney-in-fact financial statement
must be provided fo the advisory committee.

he method of compensation of the attorney-in-fact must be clearly disclosed.
om?)\ete records aﬁd 3ocumentat|on 0 aﬁyactlvmes IS requwecﬁ y

rofit sharing requires independent verification of the adequacy of reserves. .
e uﬁ for _ag {ofcert In materla[ transactions Is req(ﬂure&/ By an accredited

rova
do |c?lar Ju@ iction.

Finally, methodology for approval of subscriber agreements by members is
prov,d%d. gy Tor app g y

Editorial change to attorney-in-fact.
). Editorial change to attorney-in-fact.

- The hond requirement for an attorney-in-fact
IS increase to $100,000.

ECTION 195 - AS 21.75.10<ng: This ne(}/v section aIIO\ivs the director to require
the attorney-In-fact to carry an errors and omissions policy.

mOECTION 196 - AS 2L15JL1Q: Editorial change to attorney-in-fact.
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% CTION 197 - AS 21.75.115: This new sefcgﬁn a||0\é/5 the director to examine
the attorney-in-fact under the provisions ot Chapter

SECTION 198 - as 21.75.120(a): Editorial change to attorney-in-fact.
SECTION 199 - AS 21.75.130(a): Editorial change to uttorney-in-fact.
SECTION 200 - AS 21.75.140: Editorial change to attorney-in-fact.
SECTION 201 - as 21.75.150: Minor editorial changes.

SECTIO AS 21.75.370: In accor Wlt NAIC model act, gui nce |s
rovldedw rt%eo eration f(%h s&iscr ersha VeISOF rThdlttee}ngHJ ;
n

In
ermination 0 me%]ﬁers rules iQI’ e eCtI?I'hOfO ICEIS an a&ge SOn agca Ing
S ECLa eetlngs € respon3| Ilities ofthe committee | those Trom

existing law.
SECTION 203 - AS 21.75.200(a): Editorial change to attorney-in-fact.
SECTION 204 - AS 21.75.210: Minor editorial changes.
SECTION 205 - AS 21.75.230(a): Editorial change tu attorney-in-fact.
SECTION 206 - AS 21.75.250: Editorial change to attorney-in-fact.
SECTION 207 - AS 21.75.270: Editorial change to attorrey-in-fact.

SECTION 200 - AS.21.75.270: Anewse tl%from the NAI? model act allows a
recelverto re overfrohn e aftorney-in-fact bonuses or's te ts al dl%rm
ror éwe emo# S| n P entf were Known ors ave een

to ve adversely arfected the re

Iproca
SECTION 209 - AS 21.75.350: A definition of material transactions is provided.

SECTION 3(5) - AS 21.78.325: An msure[m liquidatiou orfFehabllltatlon maIy
recover cash distriputions made to coEtro mgopersons or officers, directors o

mployees TQr the twelye month perigd.prior 1o Insplvenc the person recelvm
ehde tribution 1S Insolvent, responsibi Pty to relm%ur éoes to th% parent J

company.

S€

SECTION 211- AS 21.84.01Q: Obsolete date language is deleted.
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SECTION 2][2-AS 21.84.?505 . The vaJuation ofcerti_fic?te in forge requifred
Int ?_annua statement oreact) fraternal society must inc él ean og,nlono a
ualified act E@lceerte _mlnlngrte at the reaerves and re|ate ctuarial items held

IN support or{ {ITicates are computed appropriately and.are pasedq on.
aSSUII:f)]E) lons that satls!f§/ contractual I?JI'OVISI8HS éﬁlé are consistent with prior

reported amounts.

SECTION 213 - AS 21.84.480(h):. Editorial ch flect the fraternal
800 Ay e e

benefit soclety limited produc

EEC 1ON 2i4 - AS 21,84 590 The rovgsions_oTTitle_Zl agﬁlicablé to frater al
e EItSOCIeHeSJS revised to reflect h7e Inancial requirements in Chapters 9, 18,
and 21 and the licensing in Chapter 27.

SEC_TIOI\I %15 - AS 21.84.900: A new section locates all definitions thaé had
Hr?wous r¥ een In se arate_chtlons Into one section for consistent handling of
efinitiorts throughout the tit

SECTION 216 - AS 21’1].89.0 5{% Premium reduction for drivers 55 years or
3 er is clarified to reflect that the request must be made.at renewal ﬂg}dhatthe
river myst have zi\d noc grﬁ;eablea cidents un eit e insurers.esta Ls d

un erwr_ltm[%%t]u elines a? moving motor vehicle citations within the three

years prior e request Tor discount.

SECTTON %])7 - AS 21.89.025(c): An editorial change to reflect the amended
subsection (a

ECTTON 218 - AS21.89.03%: 1 section re uir?s ihat aIIautomobiIg,
Omeowner, or we(! mnqdp?]lm aide an appr%lsa se tQ resolve a |squte
etween the Insured ard't Heo a first Darty é%goperty 0SS.

e Jn urer over the va
Minimal procedures are provugeéJ for expeontmgt e appraisal proc

This sectjon will cregte an alternatiVﬁ dispute resglutioln mechanism. Without an
appraisal clause, such disputes may have required costly litigation.

Snl%%rT IOraNti%19 6r'%?n%rl1'9(e) |r(l)%or[])segniEiggglgo{oTtitE g&tljrser%vgeﬁ] tfi}/had bee
locat dp | g 51.3 and AS 21.34. Hltl nal de?in elteren the ne riicense

Ition
i e e el 2R G M el S

transactions and operations of licensees.

A . . :
geEC(f‘i(T)InOﬂg%go \'/Ae‘S R8W5XB5: Revises statutory citation to conform with
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SECTTON 221. slsthe re ealersectlon hich lists miscellaneous provisions
F %e title repeae In conjun tion with the \t%anges notec! above. P

SECTION 222 1 11
oElnlon re u2|redAb3y S21.1 & 8 as the annual statement

ecember

stablishes the effective da%% rotfhtgey%%trugrr]l(?

lECTILPN 223 Prowde effe% ive dates, forsae |ons ofthis Iawwh|% re to
take effect J an ara/ é eses ctions deal with reé;ognltlor}] é
Insurance regulatory jurisdictions ony| they are accredited by the NA

JSI%CTF%\& %24: This section provides that all other sections of the act take effect

5662¢
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The hill includes the following: & X  faftf£ 5 £

0 incorporates the. NAIC. model lav/ on examipation. o{ insurance
companies including requirements Tor processing of examination reports;

O K00 AP 1 freH trlé)c PRI RN )
azardous Inancia condl ion; tor i

fUExd —0 changes the date for premium tax payments Irom April 1to March 1; r

0 re U|r rems rer (flCé)redlted l(%the dIV%SIOﬂ to fil {lnanmal ta ents
X requirements for accreditation erlng
msuran eorganlzatlons

0 requires do msurers ] ObEaI annu? %ctuaro?l OSD lons 0 C aim
res Ves .aNn %gkurem N aluallon or aSSets and Claim
reserves for nanC|aI emen presenta 10N,

0 o "QFH%%?'LOHQ O G SRR T e

concentration;
0 adopts limitations on investment in medium and lower grade bonds;

rules on evalyati
° RIS BB g Cetven et and
0 requires annual filing of holding company registration statements;

fes tuctures s}atute to consolidate all.requirements and qualifications
or licensing of insurance professionals in one chapter;

N*.w
adopts hiennial license renewal for insurance professionals;

adopts licensure of reinsurance intermediary brokers and reinsurance
Intermediary managers;

adog addltlonal requirements for licensure and operation of managing

general agents,
[ﬁ Uires thiat éaersons ma¥ chall then?selves financial planners when
are only éngaging In the business of Insurance;

[0 Wﬁrlﬂes tt]e 30-0a |Imlf. on return of unearned premium to consumers
0 cancel insurarice policies;

0 increases penalties for violations of the insurance statutes;
0 aIIP Sﬁecifjc types of charitable organizations to be life insurance

0 adopts dn?anu%I e%uwements for title insurers that are similar to those
requiired for other Insurers;

0 requires licensing of attorneys-in-fact;

o allows a receiver to recover distributions to affiliates of an insurer paid
within 12 mouths of the liquidation or rehabilitation order;

o adopts for fraternal benefit societies the requirement and limitations on
other insurers for assets, investments, and licensing;

{ 0 clarifes and determination of eligibility for senior premium
discounts; and

O requires automobile and homeowner insurance policies to have an
appraisal clause for settling claim disputes.



A laska State Legislature
HOUSE OF REPRESENTATIVES

Ollkiul Business Slale Capitol
Juneau, AK 99801-118

TO: House Labor and Commerce Committee
FROM: David Finkelstein
DATE: January 28, 1992

Last session the House Labor and Commerce Committee introduced
five bills, HB 279 - HB 283, which adled provisions to
Alaska®™s 1insurance law which are required for accreditation by
the National Association of Insurance Commissioners. All five
bill passed out of our committee on May 9, 1991, and are now

before the House Judiciary Committee.

The Insurance Reform Act of 1992 includes HB 279 - HB 283, as
well as revisions to the insurance licensing statutes and

various revisions to bring Alaska®s 1insurance law up to date.

The list on the following page describes the major provisions
of the Insurance Reform Act of 1992, and identifies which

items were not included in HB 279 - HB 283.
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To: David .J. Walsh, Director
From: Gloria G. Glover, Insurance Financial Examiner,
7

Date: January 30, 1992

Subject: 3«c. 12, MB 425,
Re: Independent Directors

You have asked me to explain the need for the above referenced
section regarding the requirement of

1 independent directors on the board of directors of Alaska
domestic insurers and

2) committee (s) of independent directors for Alaska domestic
insurers who select certified public accounting firms, review
financial condition and audit reports, nominate candidates for
director and evaluate director performance.

An independeni director is one who is not an officer or employee of
the 1insurer nr any entity controlling the insurer, controlled by
the insurer or under common control with the insurer. In addition
an independent director does not benefit from owning a controlling
interest in the voting stock of the insurer or any entity
controlling or controlled by or wunder common control with the
insurer.

The need for this section is to include in decisions of the board
of directors the benefit of a person who will not be affected by
the Board decision through employment or stock ownership. This
will bring a balance to the management process of the board of
directors and provide representatives who are more closely
associated with the .interests of policyholders.

This language 1is based on NAIC model law under the Insurance
Holding Company System Regulatory Act. This language is considered
optional in Mm MATC model law and 1is presented 1in the model for

adoption bns~d on the need of particular jurisdictions. The
inclusion of this requirement for independent directors in Tfuture
Alaska domestic insurance companies beyond the C

requirements |for ncproditabion. |
i ../ yW .r Ib |



Amendments in Response to Committee Issues:

- Donley raised questions about the composition of insurance
company boards (sec. 42) He was concerned because the
sectional did not accurately reflect the bill in that area,
and he mentioned the idea of limiting board membership of
family members. The Division wrote a response to Donley, and
Donely has not responded to my questions about what he may
want to do to change the bill.

- Dave Hutchins came into our office concerned about the
ambiguity of a sentence about election of members of a

subscribers advisory committee. The Division wants the bill
to have the effect Dave desires, and believes the bill is
fine. However, Dave Walsh and I both want Dave Hutchins to be
reassured and the amendment causes no harm. Hutchins will not
be able to attend the meeting. ARECA has an insurance company
for its utilities and a representative of each utility 1is on
the subscriber board. Hutchins wants to make sure the board

members can be reelected over and over.

- Rep. Taylor wanted insurance companies to be required to
inform auto insurance holders over 55 years of age of the
statutory safe driver discount. We have an amendment which
would direct the Division to tell the companies how to inform
their over 55 clients.

- Taylor raised concerns about the section which requires
mandatory arbitration of the value of a loss (a totalled car
for example). Taylor was concerned that the arbitrated amount
would be final with no lawsuits possible. Dave Walsh does not
feel court action 1is precluded by the bill, but we have
amendments which would clear up the question of whether the
arbitration is binding and who pays for the arbitration.

There are four possible amendments: 2 make the arbitrator-s
decision binding, 2 make 1in non-binding. The other variable
is payment. Two versions make the insurance company pay for

everything except the policy holders advocate, and two version
split the payment equally between the policy holder and the
insurance company.

- Mike Ford wrote an amendment which reorganizes a section
that he thinks 1is unclear. There is no policy effect. The
section relates to life insurance policies with proceeds
directed towards non-profits. Boyer®s bill is in the Senate
on its way to passage. HB 425 complements, but does not

conflict with Boyer®s bill.

- Rep. Bruckman raised concerns about the requirement that
license holders inform the Division of any misdemeanor or
felony convictions. The Division reassured her that the
license holder just had to keep the Division informed, but
would not necessarily lose the license. "Trustworthiness"™ 1is
a criteria for a license (in existing law and the bill). The
Division could decide a conviction denies trustworthiness. I
the convicted person is a first time applicant, the license
could be denied. IfT it is a current license holder, the
Division could hold a hearing to decide if the license should
be revoked or conditions set.
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Division of Insurance

HB 279 - Reinsurance credit, March 1, 1991
reserves, securities and investments

The Division of Insurance currently has statutes dealing with
rules on reinsurance, 1investments allowed insurers, and
financial statement values to be reported for those
investments. HB 279 adopts specific provisions that are part
of model laws adopted by the National Association of Insurance
Commissioners (NAIC) and included 1in the accreditation
standards which were not present in our current law.

The bill:

- requires that companies becoming approved reinsurers in
Alaska through being accredited by the division must file
annual financial statements with tne division;

- adds requirements for a group of unincorporated 1insurers
for becoming an approved reinsurer;

- adds requirements for letters of credit that are being
held by insurance companies to guarantee the reinsurance
credit recorded on their financial statement;

- allows the director the authority to increase all
categories of claim reserves to make them adequate;

- clarifies that mortgage loans may be valued atthe
appraised value and that real estate must be valuedat lower

of cost or market in conformance with statutory accounting;

and
limits the total amount of mortgage loans that may be

held by an insurance company to ensure diversification of
investments.

The division needs this legislation to meet accreditation

standards of the NAIC. This bill adds accreditation

requirements that were not included 1in prior statutes or were
subsequently adopted by the NAIC. [7



Division of Insurance
HB 280 - Holding Companies March 1, 1991

The Division of Insurance currently has statutes requiring
registration and reporting of information by insurance
companies who are a member of an insurance holding company
system. An insurance holding company system is a group of two
or more affiliated companies, one or more of which 1is an
insurance company. HB 280 adopts specific provisions that are
part of model laws adopted by National Association of
Insurance Commissioners (NAIC) and included in the
accreditation standards which were not present in our current
law.

The bill:

sets out what kinds of companies a:n insurance company may
own as a subsidiary and gives other requirements for
subsidiaries;

- provides criteria for evaluating the acquisition of an
insurer by another insurer and the effects on market
concentration of the sale;

- adds more standards which must be met for transactions
between affiliates;

- clarifies the definition of an extraordinary dividend;
and

- allows recovery on transactions from affiliated persons
when an insurer 1is in liquidation or rehabilitation.

The division needs this legislation to meet accreditation
standards of the NAIC. This bill adds accreditation
requirements that were not included in prior statutes or were
subsequently adopted by the NAIC.



Division of Insurance
HB 281 - Examination B ill March 1, 1991

The Division of Insurance is required to conduct periodic
examinations of all licensed insurance companies and has the
authority to examine those holding any license from the
division. HB 281 will adopt current model legislation on
examinations adopted by National Association of Insurance
Commissioners (NAIC) and included in the NAIC"s accreditation
standards.

The bill:

adds criteria that may be used in determining what
examination need to be performed;

adds procedures for conducting the examination and
adoption of the examination reports by the director;

- provides that after December 31, 1993, the director may
only accept examination reports prepared by accredited states
in lieu of the division conducting all company exams; and

- provides that insurance company accounting records must be
kept in accordance with manuals adopted by the NAIC.

The division needs this legislation to meet Jhe NAIC
accreditation standards and to more clearly provide procedures
for conducting examinations.



Division of Insurance
HB 282 - Managing General Agent March 1, 1991

The Division of Insurance currently licenses agent, general
agents, brokers and solicitors who conduct the business of
insurance in Alaska. HB 282 modifies the term "general agent"”
to the more correct term "managing general agent”™ and adopts
provisions 1in the National Association of Insurance
Commissioners (NAIC) model law which has been adopted as an
NAIC accreditation standard.

A managing general agent is a person who has been given
authority by an insurance company to make decisions on its
behalf regarding some aspect of the business normally
conducted by the insurance company such as determining who will
be insured, what claims will be paid, which agents will
represent the company, etc. The bill;
- amends the term "general agent"™ to "managing general
agent” 1in several locations of the statute;
requires that a contract be in place between the managing
general agent and the 1insurance company;
- sets out what the managing general agent may not do; and
makes adjustments to the definition of persons which must

be licensed under this category.

The division needs this legislation to meet accreditation
standards of the NAIC. This bill adds requirements to the
already existing licensing categories administered by the

division.



Division of Insurance
HB 283 - Reinsurance Intermediary March 1, 1991

The Division of Insurance is committed to obtaining
accreditation from the NAIC signifying that we have met the
minimum standards of regulation as determined by NAIC. HB 283
will adopt current model legislation on licensing reinsurance
intermediaries adopted by the National Association of
Insurance Commissioners (NAIC) and included in the
accreditation standards.

This bill will add two new categories of licensing to be

administered by the Division. Those categories are
reinsurance intermediary broker and reinsurance interrediary
manager. A reinsurance intermediary broker is a person who 1is

working for an insurance company to plan a program of
reinsurance (placing part or all of an insurance risk written
by one insurance company with another company) and negotiate
those reinsurance contracts. A reinsurance intermediary
manager is a person who, on behalf of an insurance company,
negotiates and binds contracts for assuming reinsurance
business from other insurance companies. The bill:

sets the requirements for licensure;

requires that contracts with insurance companies and the
reinsurance intermediary be in place;

requires that the reinsurance intermediary maintain
records for transactions;

- and that insurance companies receive periodic financial

information on the reinsurance intermediary.

The Division needs this legislation to meet the NAIC
accreditation standards and to put in place a mechanism for
regulating a person 1in the insurance industry that can have
very significant affect on an insurance company"s operations.



A laska State Legislature
HOUSE OF REPRESENTATIVES

State Capitol

Official Business
Juneau. AK 99801-1182

TO: House Labor and Commerce Committee
FROM: David Finkelstein
DATE: January 28, 1992

Last session the House Labor and Commerce Committee introduced
five bills, HB 279 - HB 283, which added provisions to
Alaska®™s insurance law which are required for accreditation by
the National Association of Insurance Commissioners. All five
bill passed out of our committee on May 9, 1991, and are now

before the House Judiciary Committee.

The Insurance Reform Act of 1992 includes HB 279 - HB 283, as
well as revisions to the insurance licensing statutes and

various revisions to bring Alaska®s insurance law up to date.

The list on the following page describes the major provisions
of the Insurance Reform Act of 1992, and identifies which

items were not included in HB 279 - HB 283.
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The bill includes the following:

0

incorporates the NAIC model law on examination of insurance
companiesincluding requirements for processing of examination reports:

adopts authority for regulations to adopt the NAIC model regulation on
action available to the director when an insurer is found to be in
hazardous financial condition;

changes the date for premium tax payments from April 1 to March 1;

requires reinsurers accredited by the division to file financial statements
annually and added requirements for accreditation of differing

insurance organizations;

requires domestic insurers to obtain annual actuarial opinions on claim
reserves and adds requirements for valuation of assets and claim

reserves for financial statement presentation;

adopts limitations on the type of subsidiaries in which insurer may
invest and limitations on subsidiary acquisitions which result in market

concentration;

adopts limitations on investmentin medium and lower grade bonds;

adopts rules on evaluating material transactions between affiliates and
determining payment of extraordinary dividends;

requires annual filing ofholding company registration statements;

restructures statute to consolidate all requirements and qualifications
for licensing of insurance professionals in one chapter;

adopts biennial license renewal for insurance professionals;

adopts licensure of reinsurance intermediary brokers and reinsurance
intermediary managers;

adopts additional requirements for licensure and operation of managing
general agents;

requires that persons may not call themselves financial planners when
they are only engaging m the business ofinsurance;

clarifies the 30-day limit on return of unearned premium to consumers
who cancel insurance policies;

increases penalties for violations of the insurance statutes;

allows specific types of charitable organizations to be life insurance
policyholders;

adopts financial requirements for title insurers that are similar to those
required for other insurers;

requires licensing of attomeys-in-fact;

allows a receiver to recover distributions to affiliates of an insurer paid
within 12 months of the liquidation or rehabilitation order;

adopts for fraternal benefit societies the requirement and limitations on
other insurers for assets, investments, and licensing;

clarifies the timing and determination of eligibility for senior premium
discounts; and

requires automobile and homeowner insurance policies to have an
appraisal clause for settling claim disputes.



7-LS1555\D.1 <
Ford
02/05/92

BY THE HOUSE LABOR AND
COMMERCE COMMITTEE

Page 116, line 8, after "insured.":
Insert "A contract of life insurance described in this subsection is valid and binding between the

parties despite the absence of an insurable interest as described in AS 21.42.020."

Page 116, lines 17 - 19:
Delete all material.

Reletter the following subsections accordingly.

Page 117, line 9:
Delete "(e)(4)"

Insert "(d)(4)"



OFFERED IN THE HOUSE
TO: HB 425

Page 136, line 19:
Delete "and reelected”

Page 136, line 20, after "years."

AMENDMENT

7-LS1555\D.3
Ford
02/05/92

BY THE HOUSE LABOR AND
COMMERCE COMMITTEE

Insert "A member of the committee may be reelected to an unlimited number of terms."



Sec. . AS 21.89.025 is amended by adding @ New subsection

to read: -ctahlfch bv regulation the manner in

reduction.

lgw V. §'S" d



M EMORANDUWM State of A laska

To: Dave Walsh date: February 24, 1992

Director
Division of Insurance

subject: Senator Pearce Inquiry
from: Stan Garlington SB 376
Insurance Market Analyst
Division of Insurance
Department of Commerce
and Economic Development

Senator Pearce's office is correct that the issues raised by John L. George and
Associates on behalf of the American Council of Life Insurance have been
addressed by amendments submitted to the Senate Labor & Commerce
committee February 21, 1992. Changes 1, 3, 4, 7, 9, 10, 11, 17, and 19 of my
February 21, 1992 implement consensus language developed in consultation
with John George.

In regard to Sec 114, the division's original draft had included language
referencing the use of regulations to define other undefined unfair methods,
acts, or practices. However, Mike Ford in drafting the bill argued that the
specific reference was unnecessary because the mechanism a director would
use to define any undefined wunfair methods, acts, or practices would be
promulgation of regulations under AS 21.06.090. | see no harm in providing
additional assurance by including a specific reference to regulations in the
section.  Attached is suggested language.



State of Alaska

date: February 21, 1992

suBJECT: Amendments

from: Stan Garlington SB 376
Insurance Market Analyst
Division of Insurance
Department of Commerce
and Economic Development

Summary of Proposed Changes

Third Party Administrator Registration

The American Council of Life Insurers requested that third party
administrators be licensed more in line with the NAIC Model Third Party
Administrator Statute rather than as managing general agents. The division
was able to develop acceptable ~consensus language for third party
administrator registration Changes 1, 3, 4, 7, 9, 10, Il. 17. and 19 impliment
this addition.

Attorney-in-fact License

Concern expressed regarding the lack of specifics intheproposed bill has
bheen addressed by providing licensing procedures and qualifications. The
effective date of the license requirement has been changed to 1/1/94 to
accommidate a smooth transition. Changes 13, 14, and 20.

Premium Refund

Language is clarified that the 30 days begins 30 days from receipt of the
request for cancellation or the effective elate of cancellation, which ever is
later. Change 12.

Mandatory Appraisal
Language is changed to address legislative concernsand public testimony
before Mouse Labor and Commerce. Change 15.

Misc Cleanup
Changes 2, 5, 6, 8. 16 and 18



DOI

21 1/92
Amm.mKL
OFFERED IN THE HOUSE
TO: HB 425
1. Page 7, line 5, a new section:

Insert "Sec AS 21.09.210(a) amended to read:

Each authorized insurer, and each formerly authorized insurer with respect
topremiums received while an authorized insurer in this state, shall file
with the director, ON OF before March 1_ [2] in each year, a report of all
insurance business written or contracted in the state (with proper
proportionate allocation of premium for the property, subjects, or risks in
the state insured under policies or contracts covering property, subjects, or
risks located or resident in more than one state) during the preceding year
ending December 31. The report shall show

(1) the amounts paid policyholders on losses;

(2) the total direct premium income including policy
membership and other fees, premiums paid by application of dividends,
refunds, savings coupon, and similar returns or credits to payment of
premiums for new or additional or extended or renewed insurance,
charges for payment of premium in installments, and all other
consideration for insurance from all kinds and classes of insurance
whether designated a premium or otherwise;

(3) the amounts paid policyholders as returned premiums;

(4) the amounts paid policyholders as dividends.

2. Page 10, line 3, after "accountant":

Insert "or , for Canadian or British insurers, an independent
Canadian-chartered or British-chartered accountant.”



3. Page 10, line 19, after "accountant":

Insert "or , for Canadian or British insurers, the member's
independent Canadian-chartered or British-chartered accountant.”
4. Page 34, line 23, after "only":

Insert: "investigates and adjusts"

Delete: "administers”
5. Page 34, line 31, after "agent":

Insert: ", if the person's compensation is not based on the
volume of premium written,"
6. Page 35, line 1, after "manager":

Delete: "if the person's compensation is not based on the volume
of premium written"
7. Page 35, line 9, after "of":

Delete "admitted"

Insert "“foreign"
8. Page 35, line 10, after "by":

Insert "its resident"
Delete "the authorized"



9. Pae 3 line 10 after" by"

Insert "its resident insurance regulator in a state that the
director has determined has enacted provisions substantially similar
to those contained in AS 21.27 that is accredited by the National
Association of Insurance Commissioners"

Delete "the insurance regulator iri the in which the person’s
principal place of business is located"

10. Page 37, line 26, after "in™

Insert "AS 21.27.270."
Delete "AS 21.27.330"

11. Page 31, line 12, a new section:

Insert "Sec AS 21.22.100(a) is amended to read:

A domestic insurer [SUBJECT TO REGISTRATION UNDER AS 21.22.0601 may
not pay any extraordinary dividend or make any other extraordinary
distribution to its shareholders until

(1) 30 days after the director has received notice of the
declaration of the dividend or distribution and has not within that period
disapproved its payment; or

(2) the director has approvedits payment within the 30-day
period.

12. Page 46, line 21, after "state":

Insert " .or a surplus lines insureron the most recent listof
eligible surplus lines insurers published by tie director, "



13, Page 58, line 24, after "business”

Insert "away from the place of business with clients or insurers
unless a licensed insurance producer physically accompanies the
trainee."

Delete "with clients or insurers wunless a licensed insurance
producer is physically present in the same place of business as the
trainee or, if business is transacted away from the place of business, a
licensed insurance producer physically accompanies the trainee."

14. Page 67, line 25, after "business":

Insert "away from the place of business with clients or insurers
unless a licensed managing general agent physically accompanies the

trainee

Delete "with clients or insurers unless a managing general agent
is physically present in the same place of business as the trainee or
physically accompanies the trainee if business is transacted away
from the place of business.”

15. Page 68, line 15, after "by":

Insert "its resident insurance regulator in a state that the
director has determined has enacted provisions substantially similar
to those contained in AS 21.27 that is accredited by the National
Association of Insurance Commissioners when the managing general”

Delete "the agent’s resident insurance regulator in a state that is
accredited by the National Association of Insurance Commissioners

when the



16. Page 74, line 11, after "business":

Insert "away from the place of business with clients, insurers,
or reinsurers unless a licensed reinsurance intermediary broker
physically accompanies the trainee."

Delete "with clients, insurers, or reinsurers unless a reinsurance
intermediary broker is physically present in the same place of
business as the trainee or physically accompanies the trainee if
business is transacted away from the place of business."

17. Page 78, line 17, after "business":

Insert "away from the place of businesswith clients, insurers,
or reinsurers unless a licensed reinsurance intermediary manager
physically accompanies the trainee."

Delete "with clients, insurers, or reinsurers unless a reinsurance
intermediary manager is physically present in the same place of
business as the trainee or physically accompanies the trainee if
business is transacted away from the place of business."

18. Page 85, line 24, after "trainee":

Insert "surplus lines broker licensed under this section may not
transact business away from the place of business with clients or
insurers unless a licensed surplus lines Dbroker physically

accompanies the trainee."
Delete "licensed wunder this section maynot transact business

with clients or insurers wunless a licensed surplus lines broker is
physically present in the same place of business as the trainee or
physically accompanies the trainee if business 1is transacted away
from the place of business.”
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19. Page 88, line 26, after "loss":

Insert "away from the place of business wunless a licensed
independent adjuster physically accompanies the trainee."

Delete "unless a licensed independent adjuster is physically
present in the same place of business as the trainee or physically
accompanies the trainee if an investigation and a tentative closing of
a loss is transacted away from the place of business.”

20. Page 106, line 26, after "AS 21.34.080":

Insert ", wverify that coverage has been placed with eligible

surplus lines insurers,
Delete "that verify that coverage has been placed with eligible

surplus lines insurers, that"

21. Page 148, line 4, after "ceding":

Insert "admitted"

22. Page 148, line 7, after "ceding":

Insert "admitted"

23. Page 148, line 11, after "of":

Insert "an admitted”
Insert "admitted"
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OFFERED IN THE SENATE
TO: SB 376

1. Page 34, line 23, after "who":

Insert: "for residents of this state, or for residents of another
jurisdiction from a place of business in this state, performsadministrative
functions such as claims administration and payment, marketing
administrative functions, premium accounting, premium billing, coverage
verification, underwriting authority, or certificate issuance only in regard
to life insurance, disability insurance,or annuities is not required to be
additionally licensed as a managing general agent if the person s
registered under this chapter as a third party administrator or only
investigates and adjusts claims and is licensed under this chapter as an
independent adjuster.”

Delete: "performs administrative functions, including claims
administration and payment, marketing administrative functions, premium
accounting, premium billing, coverageverification, underwriting authority,

or certificate issuance in regard to insurance as a third-party administrator
shall be licensed as a managing general agent wunless the person only
investigates and adjusts claims and is licensed under this chapter  as an

independent adjuster.”

2. Page 66. line 30. after "bond"

Delete "with admitted insurers authorized to transact surety
insurance"



3. Page 73 line 8

Insert:  "Sec. . AS 21.27 is amended by adding a new
section to read:

ARTICLE 4. THIRD PARTY ADMINISTRATORS.

Sec. 21.27.640. REGISTRATION REQUIRED, (a) A person may not act
as or represent to be a third party administrator in this state or relative to
a subject resident, located, or to be performed in this state unless
registered under this chapter or by another juridiction under
AS 21.27.660. A person may not act as or represent to be athird party
administrator representing an insurer domiciled in this state regarding a
risk located outside this state unless registered by this state.

(b) A third party administrator may not transact businessfora kind
or class of insurance for which the person is not registered.

(c) A person who performs administrative functions, including
claims administration and payment, marketing administrative functions,
premium accounting, premium billing, coverage verification, underwriting
authority, or certificate issuance in regard to insurance as a third party
administrator shall be registered as a third party administrator unless the
person only investigates and adjusts claims and is licensed under
AS 21.27 as an independent adjuster.

(d) A third party administrator may not use a fictitious name or
alias unless the licensee's legal name and fictitious name or alias are on the
registration.

(e) A person who is an employee of an admitted insurer, who acts
within the course and scope of that employment, and within the scope of
the insurer's certificate of authority is not required to be registered under
this section.

(f) A person who performs management services for an admitted
insurer is not required to be registered as a third party administrator if
the person's compensation is not based on the volume of premium written
and the person

(1) is a wholly-owned subsidiary of the admitted insurer,

(2) wholly owns the admitted insurer:

(3) is a wholly-owned subsidiary of the insurance holding
company that owns or controls the admitted insurer;



(4) is a United States manager of the United States branch of
an alien admitted insurer; or

(5) is the manager of a group, association, pool, or organization
of admitted insurers thatdoes joint underwriting if it is subject to
examination by the authorized insurance regulator in the state in which
the person's principal place of business is located.

(g) A credit union or a financial institution subject to supervision or
examination by federal or state banking authorities, or a mortagage lender,
that performs no functions other than advancing premiums to the insurer
and collecting a debt from the insured is not required to be registered as a
third party administrator

(h) A credit card issuing company that performs no functions,
including adjustment or settlement of claims, other than advancing and
collecting premiums from its credit card holders who have authorized
collection is not required to be registered as a third party administrator

(i) A person who exclusively provides services to bona fide
employee benefit plans that are established by an employer or an
employee organization, or both, for which the insurance laws of this state
are preempted under the Employee Retirement Income Security Act of
1974, is not required tobe additionally registered as a third party
administrator if the person certifies to the director on or before February 1
of each year its exempt status.

(j) A third party administrator shall

(1) apply for registration under the procedures of
AS 21.27.040;
(2) renew its registration under the procedures of

AS 21.27.380; and
(3) be subject to hearings and orders on violations; denial,

nonrcnewal. suspension, or revocation of registration; penalties; and
surrender of registration under the procedures of AS 21.27.405-
21.27.460;

Sec. 21.27.650. THIRD PARTY ADMINISTRATOR QUALIFICATIONS,
(a) For the protection of the people of this stale, the director may not issue
or renew a registration except in compliance with this chapter and may not
issue a registration to a person, or to be exercised by a person, found by
the director to be untrustworthy, incompetent, financially irresponsible, or



who has not established to the satisfaction of the director that the person
is qualified wunder this chapter.

(b) To qualify for issuance or renewal of a registration, an applicant
or registrant shall comply with this title and

(1) be a trustworthy person;

(2) have active working experience in administrative functions
which, in the director's opinion, exhibits the ability to competently perform
the administrative functions of a third party administrator;

(3) not have committed an act that is a cause for denial,
nonrenewal, suspension, or revocation of a registration in this state or
another jurisdiction;

(4) if a corporation or partnership,

(A) maintain a lawfully established place of business as
described in AS 21.27.330 in this state, except as provided in
AS 21.27.270:

(B)  disclose to the director all officers, directors, or
partners, and whether or not they are licensed in this state or
another jurisdiction;

(C) designate an officer or partner responsible for the
firm's compliance with the insurance statutes and regulations of this
state.

(5) provide in or with its application

(A) all basic organizational documents of the third party
administrator, including any articles of incorporation, articles of
association, partnership agreement, trade name certificate, trust
agreement, shareholder agreement and other applicable documents
and all endorsements to such documents;

(B) the bylaws, rules, regulations or similar documents
regulating the interna! affairs of the administrator;

(C) the names, mailing addresses, physical addresses,
official positions, and professional qualifications of persons who are
responsible for the conduct of affairs of the third party
administrator; including all members of the board of directors, board
of trustees, executive committee or other governing board or
committee: the principal officers in the case of a corporation or the
partners or members in the case of pattnership or association:



shareholders holding directly or indirectly 10 per cent or more of the
voting securities of the third party administrator; and any other
person who exercises control or influence over the affairs of the third
party administrator;

(D) certified financial statements for the prior two years
prepared by an independent certified public accountant which
establish that the applicant is solvent, that the applicant's system of
accounting, internal control, and procedure is operating effectively to
provide reasonable assurance that money is promptly accounted for
and paid to the person entitled to the money, and any other
information that the director may require to review the current
financial condition of the applicant; and

(E) a statement describing the business plan including
information on staffing levels and activities proposed inthis state
and in other jurisdictions and providing details establishing the third
party administrator's capability for providing a sufficient number of
experienced and qualified personnelin the areas of claims handling,
underwriting, and record keeping;

(6) provide to the director documents necessary to verify the
statements contained in or in connection with the application;

(7)  notify the director within 30 days in writing by certified
mail of a change inprincipal or manager, residence, place of business,
mailing address, phone number; suspension or revocation of an insurance

license or registration by another state or  jurisdiction; or a conviction of a

misdemeanor or felony of the third party administrator, its officers,

directors, partners, owners, or employees; and
(8) provide the director on January 1. April 1, July 1, and

October 1 of each year

(A) a list of current employees, identifying

transacting business in this state or upon subjects resident, located or

to be performed in this state;
<B>a list of current insurers under contract: and

(C) other information the director may require.

(c) The director may adopt regulations establishing additional

education or experience requirements for applicants or registrants under
this chapter.

those



(d) The director may require that a third party administrator

maintain

(1) a bond as described in AS 21.27.190 in an amount
acceptable to the director and conditioned in that the third party
administrator will conduct business as required by this title; and

(2) an errors and omissions insurance policy acceptable to the
director.

(e) If the director finds that the applicant or registrant is qualified
and that application, registration, or renewal fees have been paid, the
director may issue or renew the registration.

Sec. 21.27.660. OPERATING REQUIREMENTS FOR THIRD PARTY
ADMINISTRATORS, (a) An insurer may not transact business with a third
party administrator unless

(1) the insurer holds a certificate of authority in this state;

(2) the third party administrator is registered under this
chapter or, when the third party administrator is operating only for a
foreign insurer, is registered as a third party administrator by the third
party administrator's resident insurance regulator in a state that the
director has determined has enacted provisions substantially similar to
those contained in AS 21.27.640 -21.27.660 and that is accredited by
the National Association of Instance Commissioners, if the third party
administrator provides the director on January I. April 1, July 1. and

October 1 of each vear
(A) a list of current employees, identifying those

transacting business in this state or upon subjects resident, located or
to be performed in this state;

(B) a list of current insurers under contract; and

(C) other information the director may require.

(3) a written contract is in effect between the parties that
establishes the responsibilities of each party, indicates both party's share
of responsibility for a particular function, and specifies the division of
responsibilities;

(4) a written contract between an insurer and a third party
administrator contains the following provisions:

(A)  the insurer may terminate the contract for cause
upon written notice sent hv certified mail to the third party



administrator and may suspend the underwriting authority of the
third party administrator during a dispute regarding the cause for
termination; but the insurer must fulfill all lawful obligations with

respect to policies affected by the written agreement, regardless of

any dispute between the insurer and the third party administrator.
(B) the third party administrator shall render accounts to
the insurer detailing all transactions and remit all money due under

the contract to the insurer at least monthly;
(C) all money collected for the account of an insurer shall

be heldby the third party administrator in a fiduciary account as
described under AS 21.27.360;

(D) the third party administrator shall comply with all
applicable fiduciary account statutes and regulations;

(E) a fiduciary account shall be used for all payments on
behalf of the insurer:

(F) the third party administrator may not retain more
than three months estimated claims payments and allocated loss

adjustment expenses;
(G) the third party administrator shall maintain separate

recordsfor  each insurer ina form usable by the insurer; the insurer
or its authorized representative shall have the right to audit and the
right to copy allaccounts and records related to the insurer's
business; the director, in addition to authority granted in this title,
shall have access to all books, bank accounts, and records of the third
party administrator in a form wusable to the director; any trade
secrets contained in books and records reviewed by the director,
including the identity and addresses of policyholders and
certificateholders. shall be kept confidential, except that the director
may use the information in a proceeding instituted against the third
party administrator or the insurer.
(H) the contract may not be assigned in whole or in part
by the third party administrator;
(I) if the contract permits the third party administrator
to lo underwriting, the contract mustinclude  the following:
(1) the third party administrator's
ar*ual premium volume;

maximum



(ii)  the rating system and basis of the rates to be

charged;
(iti)  the types of risks that maybe written;

(iv)  maximum limits of liability;

(v) applicable exclusions;

(vi)  territorial limitations;

(vii) policy cancellation provisions;

(viii) ~ the maximum policy term; and

(ix) that the insurer shall have the right to cancel
or not renew a policy of insurance subject to applicable state
law;

(J) if the contract permits the third party administrator
to settle claims on behalf of the insurer, the contract must include
the following:

(i)  writtensettlement authority must  be provided
by the insurer and may be terminated for cause upon the
insurer’s written notice sent by certified mail to the third party
administrator or upon the termination of the contract, but the
insurer may suspend the settlement authority during a dispute
regarding the cause of termination;

(it)  claims shall be reported to the insurer within
30 days;

(iti) a copy of the claim file shall be sent to the
insurer upon request or as soon as it hecomes known that the
claim has the potential to exceed an amount determined by the
director or exceeds the limit set by the insurer, whichever s
less; involves a coverage dispute; may exceed the third party
administrator's claims settlement authority; 1is open for more
than six months; involves extra contractual allegations; or is
closed by payment in excess of an amount set by the director
or an amount set by the insurer, whichever is less;

(iv) each party to the contract shall comply with
unfair claims settlement statutes and regulations;

(v)  transmission of electronic data must occur at
least monthly if electronic claim files are in existence; and



(vi) claim f;les shall be the sole property of the

insurer; upon an order of liquidation of the insurer, the third
party administrator shall have reasonable access to and the
right to copy the files on a timely basis;

(K) the contract may not provide for commissions, fees,
or charges contingent wupon savings effected in the adjustment,
settlement, and payment of losses covered by the insurers
obligations; but a third party administrator may receive
performance-based compensation for providing hospital or other
auditing services or may receive compensation based on premiums
or charges collected or the number of claims paid or processed;

(L) if the insurer is domiciled in this state or the third
party administrator has a place of business in this state, a copy of the
contract must be filed with and approved by the director at least 30
days before the third party administrator transacts business on
behalf of the insurer; and

(M) if the contract is notreqiired to be approved in
advance by the director, the insurer shall provide written
notification to the director within 30 days of the entry into or
termination of a contract with a third party administrator; the notice
must include a statement ofduties to be performed by the third
party administrator on behalf of the insurer, the kinds and classes of
insurance for which the third party administrator has authorization
to act, and other information required by the director.

(b) If the contract provides for the third party administrator to
receive or collect premiums, payment by or on behalf of the insured of
premiums for insurance to the third party administrator shall be deemed
to have been received by the insurer; payment of return premiums or
claim payments forwarded by the insurer to the third party administrator
shall not be deemed to have beenreceived by the person entitled to the
money until the payments are received by the insured or claimant; nothing
inthis subsection limits the rights that the insurer may have against the
administrator resulting from the failure of the administrator to make
payments to persons entitled to money.



(c) Policies, certificates, booklets, termination notices or other
written communications delivered by the insurer to the third party
administrator for delivery to the injured or covered individuals shall be
delivered by the third party administrator within 10 days afterreceipt of
instructions from the insurerto deliver them.

(d)  When the services of a third partyadministrator  areutilized, the
third party administrator shall provide a written notice approved in
writing by the insurer to a covered person advising the person the identity
and relationship among the third party administrator, the policyholder,
and the insurer;

(e) The third party administrator may not
(1) bind reinsurance or retrocessions on behalf of the insurer;

(2) commit the insurer to participate in insurance or
reinsurance syndicates;

(3) appoint a subagent wunless, thescope of the subagent's
license as an insurance producer includes the kinds and classes of
insurance for which the subagent is appointed and there is in effect a
written agency agreement that specifically sets out the duties, functions,
powers, authority, and compensation of all parties to the contract;

(4) pay or commit the insurer to pay a claim, net of
reinsurance, the amount of which exceeds one percent of the insurer's
policyholder's surplus as of December 31 of the last completed calendar
year without the prior written approval of the insurer for the settlement
and the approval is received after the insurer has been notified in writing
that the claim settlement will exceed one percent of the insurer's
policyholder's surplus as of December 31 of the last completed calendar
year,

(5) collect a payment from a reinsurer or commit the insurer to
a ;laim settlement with a reinsurer without prior written approval of the
insurer, but if prior written approval is given, a complete report must be
forwarded to theinsurer within 30 days;

(6) serve on the insurer's board of directors:

(7)  jointly employ an individual who 1is employed by the
insurer;

(8) delegate third party administrator authority to another

person;
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(9)  solicit applications for insurance or renewals of insurance
directly through employees or by appointments of insurance producers as
its  subagents under the proceduresof AS 21.27.100 - 21.27.110 unless its
employees or the insurance producers are licensed for the kinds or classes
of insurance and the solicitation or renewals are within the scope of
authority granted by the insurer contracting with the third party

administrator; or
(10)  advertise the business underwritten by an insurer unless

the advertising has been approved in writing by the insurer in advance of
its use.

() In a form acceptable to the director, a third party administrator
shall annually provide and an insurer shall annually obtain a copy of
certified financial statements prepared by an independent certified public
accountant of each third party administrator with which the insurer has

done business.
(g) In addition to any other required loss reserve certification, if a

third party administrator establishes loss reserves, the insurer shall
annually obtain the opinion of an independent qualified actuary attesting
to the adequacy of loss reserves established for losses incurred and
outstanding on business produced by the third party administrator. The
insurer retains an independent responsibility to determine the adequacy
ofits loss reserves, including those established by its  third party
administrators.

(h) If a third party administrator provides services for more than
100 certificateholders on behalf of an insurer, the insurer shall at least
semiannually conduct a review of the operations of the third party
administrator, at least one of which must be an on-site review.

(i) A third party administrator shall maintain records as described
in AS 21.27.350.

(J))  An insurer may not appoint to its board of directors an officer,
director, employee, subagent, insurance producer, or controlling
shareholder of its third party administrator.

(k) An actual or apparently authorized act of the third party
administrator is considered to be the act of the insurer upon whose behalf
the third party administrator is acting.



(i) A third party administrator may be examined by the director
under AS 21.06.120 as if it were the insurer.

(m) If the director determines after a hearing under
AS 21.06.170 - 21.06.240 that a third party administrator caused loss
arising out of a violation of AS 21.27.640 -21.27.660 to an insurer, the
director may order the third party administrator to reimburse the insurer,
the rehabilitator, or the liquidator of the insurer for the loss.
Reimbursement ordered under this subsection is in addition to any other
liability of the third party administrator and does not affect the rights of a

policyholder, claimant, creditor, or third party.

(n) In addition to. any other penalty provided by law, a person who
violates this section is subject to the penalties provided under
AS 21.27.440 and an insurer's certificate of authority may be suspended

or revoked."

4. Page 73, line 8, after "ARTICLE":

Insert: "5"
Delete: "4"
5. Page 73, line 16. after "(1)"

Delete "an in-force, unimpaired"

f>. Page 73. line 16, after "bond"

Delete "with admitted insurers authorized to transact surety
insurance"

7. Pae 77, line 14 after "ARTICLE"

Insert: "6"
Delete: "5"



8. Page 77, line A0, after "bond"

Delete "with admitted insurers authorized to transact surety
insurance"

9. Page 84, line 19, after "ARTICLE":

Insert: "7"
Delete: "6"

10. Page 87, line 10, after "ARTICLE":

Insert: "8"
Delete: "7"

11. Page 90, line 9, after "ARTICLE":

Insert: "9"
Delete: "8"

12. Page 114, line 11
Insert " (A) within 30 days of receipt of the request for cancellation
or the effective date of cancellafion, which ever is later, on a policy not

subject to audit; or
(B) within 30 days completion of an audit; the insurer shall

perform and complete an audit within 30 days of receipt of the request for

cancellation or the effective date of cancellation, which ever is later, unless

the audit cannot reasonably be completed wusing due diligence and the

insured is advised in writing of the reason why additional time is

necessary to complete the audit and when the audit will be completed.
Delete  (A) within 30 days on a policy not subject to audit; or

13



(B)  within 30 days of completion of an audit; the insurer
shall perform and complete an audit within 30 days unless the audit
cannot reasonably be completed using due diligence and the insured is
advised in writing of the reason why additionaltime is necessary to
complete the audit and when the audit will be completed.

13. Page 129, line 13, after "ATTORNEYS-IN-FACT"

Insert "(a)"

14. Page 129, line 21, after "insurer."

Insert "(b) For the protection of the people of this state, the
director may not issue or renew a license to a person, or to be exercised by
a person, found by the director to be untrustworthy, incompetent,
financially irresponsible, or who has not established to the satisfactionof
the director that the person is qualified under this chapter.

(c) To qualify for issuance or renewal of a license, an applicant or
license shall comply with this title and

(1) be a trustworthy person;

(2) have active working experience in administrative functions
which, in the director's opinion, exhibits the ability to competently perform
the administrative functions of an attorney-in-fact:

(3) not have committed an act that is a cause for denial,
nonrenewal, suspension, or revocation of a license in this state or another
jurisdiction;

(4) have and maintain a lawfully established place of business
physically accessible to the public where the attorney-in-fact principally
conducts transactions under the license in this state, or if for a foreign
reciprocal, in the state domicile;

(5) disclose to the director all officers, directors, partners,
principals, or manager and whether or not they are licensed in this state or
another jurisdiction:



(6) designate an officer, partner, or principal responsible for
the firm's compliance with the insurance statutes and regulations of this
state.

(7) provide certified financial statements for the prior two
years prepared by an independent certified public accountant which
establish that the applicant is solvent, that the applicant's system of
accounting, internal control, and procedure is operating effectively to
provide reasonable assurance that money is promptly accounted for and
paid to the person entitled to the money, and any other information that
the director may require to review the current financialcondition of the
applicant; and

(8) provide to the director documents necessary to verify the
statements contained in or in connection with the application:

(9) notify the director within 30 days in writing by certified
mail of a change in officer, director, partner, principal, ormanager; place of
business; mailing address; phone number; suspension or revocation of an
insurance license by another state or jurisdiction; or a conviction of a
misdemeanor or felony of the attorney-in-fact, its officers, directors,
partners, owners, or employees; and

(d) The director may adopt regulations establishing education
requirements, experience requirements, or examination requirements for
applicants or licensees under this chapter.

(e) The director may require that an attorney-in-fact maintain an
errors and omissions insurance policy acceptable to the director.

(f) If the director finds that the applicant or licensee is qualified and
that application, license, or renewal fees set under AS 21.06.250 have
been paid, the director may issue or renew the license.

(g) The license shall be renewed each year by theattorney-in-fact
when the annual statement is filed under AS 21.75.130.

(h) An attorney-in-fact shall be subject *o hearings and orders on
violations; denial, nonrenewal, suspension, or revocation of license:
penalties: and surrender of license under the procedures of
AS 21.27.405 - 21.27j4f")."



15. Page 143 line 25, after "APPRAISAL”

Insert "A motor vehicle or similar policy, a policy providing property
coverage, or any other policy providingfirst party property, casualty, or
inland marine coverage, issued or delivered in this state, must include an
appraisal clause providing a contractual means to resolve a dispute
between the insured and the insurer over the value of a covered first
party loss for real property, personal property, business property, or
similar risks. If the insured and the insurer fail to agree on the amount of
such a covered first party loss, either may make written demand upon the.
other to submit the dispute for appraisal. Within 10 days of the written
demand, the insured and insurer must notify the other of the competent
appraiser each has selected. The two appraisers will promptly choose a
competent and impartial umpire.No later than 15 days after the umpire
has been chosen, unless the time periodis extended by the umpire, each
appraiser will separately state in writing the amount of the loss. If the
appraisers submit a written report of agreement on the amount of the loss,
the agreed amount will be binding upon the insured and insurer. If the
appraisers fail to agree, the appraisers will promptly submit their
differences to the umpire. A decision agreed to by one of the appraisers
and the umpire will be binding upon the insured and insurer. All expenses
and fees, not including counsel or adjuster fees, incurred because of the
appraisal shall be paid as determined by the umpire. Except as specifically
provided, nothing in this section is intended to or shall in any manner limit
or restrict the rights of insureds or insurers or confer any rights to such
persons.”

Delete "An automobile, homeowner, or dwelling policy issued or
delivered in the state must include an appraisal clause providing a
contractual means to pursue a dispute over the value of an insured's
property loss.  The appraisal right shall be the insured’s first right of
appeal.  The insured may invoke the right of appraisal by giving written
notice to the insurer of the insured's intent. The notice must include the
name, address, and phone number of an appraiser of the insured's choice.
Within 10 working days from receipt of information, the insurer shall
provide the name, address, and phone number of an independent
appraiser of the insurer's choice to the insured. The appraiser shall
provide final appraisals within 30 working days from the date of the
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written  demand by the insured to invoke the appraisal provision. If a
mutual  value isnot agreed upon bythe two appraisals, the appraisers shall
select a third appraiser. A valuation in writing agreed upon by two of the
three appraisers shall determine theamount of the loss. The insured and
insurershall pay the cost, of their own appraisals and the expense of a
third appraiser shall be divided equally between them

16. Page 147, line 7, after "more”

Insert "admitted"

17. Page 147. line 11. after "issuance":

Delete: "'managing general agent' includes a third-party
administrator"

IS. Page 148, line 5. after "assuming"

Insert "admitted"

19. Page 148. line 27. after "who"

Insert: "for residents of this state, or for residents of another
jurisdiction from a place of business in this state, performs administrative
functions such as claims administration and payment, marketing
administrative functions, premium accounting, premium billing, coverage
verification, underwriting authority, or certificate issuance in regard to life
insurance, disability insurance, or annuities:"

Delete: "performs administrative functions such as claims
administration and payment, marketing administrative functions, premium
accounting, premium billing, coverage verification, underwriting authority,
or certificate issuance in regard to insurance:"

17



20.

Page 149, line 22, after
Insert ", 95, and 188"

Delete "and"
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T0- HOUSE BILL NO.

Insert new section:
"Sec AS 21.09.210(a) 1is amended to read:

Each authorized 1insurer, and each formerly authorized
insurer with respect to premiums received while an authorized
insurer 1in this state, shall file with the director, on or before
March 1 [2] in each year, a report of all insurance business
written or contracted in the state (with proper proportionate
allocation of premium for the property, subjects, or risks 1in the
state insured under policies or contracts covering property,
subjects, or risks located or resident in more than one state;
during the preceding year ending December 31. The report shall
show

¢)) the amountspaidpolicyholders on losses;

) the total direct premium incomeincluding policy
membership and other fees, premiums paid by application of
dividends, refunds, savings coupon, and similar returns or
credits to payment of premiums for new or additional or extended
or renewed 1insurance, charges for payment of premium 1in
installments, and all other consideration for insurance from all
kinds and classes of insurance whether designated a premium or
otherwise;

(3) the amountspaidpolicy holders as returned premiums?
4) the amountspaidpolicy holders as dividends.

Renumber other sections accordingly.

SPONSOR STATEMENT:
TECHNICAL AMENDMENT

Changes date for filing annual statement to language
that is consistent throughout the title.



BY: revision of Insurance

o: Page 10, line 3 SENATE BILL NO. 376
o HOUSE BILL NO.

After "accountant":

Insert; "or,, for Canadian or British insurers, an independent
Canadian-chartered or British-chartered accountant.

SPONSOR STATEMENT:
TECHNICAL AVENDMENT

Adds reference to Canadian_and British equivalent of
ﬁrgﬁgg%qlgﬁé Alsc makes it for cross-border insurance






BY: Division of Insurance .

Page 34, line 23 SENATE BILL NO. 376

HOUSE BILL NO.

After "only™":
Insert: "investigates and adjusts”

Delete: "administers"

SPONSOR STATEMENT:
TECHNICAL AMENDMENT

Makes the language more precise,



/
BY: Division of Insurance
page 34. line 31 SENATE B”_L NO _1Z£_
HOUSE BILL NO.
After "agent™:
Insert: ", if the person®s compensation is not based on the

volume of premium written,"

SPONSOR STATEMENT:
EDITORIAL AMENDMENT

Makes it clear that reinsurance intermediary managers are
not limited whereas managing general agents are.

Eased on language of the National Association of Insurance
Commissloners.



BY: Division of Insurance

TO:  Page 35, line 1 SENATE BILL NO. 376
TO: HOUSE BILL NO.

After "manager™:

Delete: "if the person®s compensation 1is not based on the volume
of premium written"

PONSOR STATEMENT:

EDITORIAL AMENDMENT

Makes it clear that reinsurance intermediary managers are
not limited whereas managing general agents are.

Based on language of the National Association of Insurance
Commissioners.



TO0; HOUSE BILL NO.

After "of":
Delete: "admitted"”
Insert: "foreign"

SPONSOR STATEMENT;
TECHNICAL AMENDMENT

Clears up ambiguity as to licensing requirements for managers
of insurance pools and brings it in line with industry practice
and the National Association of Insurance Commissioners models.



BY: Division of Insurance.

TO.  Page 35, line 10 SENATE BILL NO. 376
TO: HOUSE BILL NO.

After "by":

Insert: "its resident”

Delete: "the authorized"

SPONSOR STATEMENT:
EDITORIAL AMENDMENT

Makes the language more precise.



BY: Division of Insurance

TO.  Page 35, line 10 SENATE BILL NO. 376
TO: HOUSE BILL NO.

After "by":

Insert: "its resident insurance regulator in a state that the

director has determined has enacted provisions substantially
similar to those contained in AS 21.27 that is accredited by the
National Association of Insurance Commissioners”

Delete: "the insurance re%ulatqr in the state in which the
person's principal place of business is located"

SPONSOR STATEMENT:

EDITORIAL AMENDMENT

Clarifies the language and brings the section into line with
the language used throughout.



£Y: Division of Insurance

TO: nage 37, line 26 SENATE BILL NO. 376
TO: HOUSE BILL NO.

After "except":
Insert: "when licensed as a nonresident as provided in
AS 21.27.270."

Delete: "AS 21.27.330"

SPONSOR STATEMENT:

TECHNICAL AMENDMENT

Spells out licensing requirements more accurately.



Insert new section:

"sec _ AS 21.22.100(a) is amended to read:

A domestic insurer [SUBJECT TO REGISTRATION UNDER AS
21.22.060) may not pay any extraordinary dividend or make any
other extraordinary distribution to its shareholders until

(1) 30 days after the director has received notice of the

claration of the dividend or distribution and has not within

de
that period disapproved its payment; or

_ 32) the director h~s approved its payment within the 30-day
period.

Renumber other sections accordingly.

SPONSOR STATEMENT:
TECHNICAL AMENDMENT

Change is made to treat domestic insurers the same as other insurers
in regards to extraordinary dividends.

Suggested by the industry and concurred with by the Division of
Insurance.



BY: Division of Insurance

TC: Page 46, line 21 SENATE BILT NO. 376

TO: HOUSE BILL NO.

After "state":

Insert:

, or a surplus lines insurer on the most recent

of eligible surplus lines insurers published by the director,

SPONSOR STATEMENT:

Industry suggestion to make sure there
availability for bonds.

s adequate market



T0: Page 58, line 24 SENATE BILL NO. 376
TO: HOUSE BILL NO

After "business":

Insert:  “"away from the place of business with clients or
insurers unless a licensed insurance producer physically
accompanies the trainee.”

Delete: "with clients or insurers unless a licensed insurance

producer is physically present in the same place of business as
the trainee or, if business is transacted away from the place of
business, a licensed insurance producer physically accompanies

the trainee."

SPONSOR STATEMENT:

For Trainee Lic_enﬂees - eliminates the requirement that a licensed
%rssi%nests)e physically present at all times 'in the same place of

Industry Suggestion.



BY: Division of Insurance

TO  Page 67, line 25 SENATE BILL NO. 376

TO: HOUSE BILL NO.

After "business":

Insert:  "away from the place of business with clients or
insurers unless a licensed managing general agent physically
accompanies the trainee "

Delete: "with clients or insurers unless a managing general
agent is physically present in the same place of business as the
trainee or physically accompanies the trainee if business is
transacted away from the place of business.”

SPONSOR STATEMENT:

For Trajnee Licepsees - eliminates the requjrement that a
licensed Berson be physically present at all times in the same
place of business.

Industry suggestion.



BY: Division of Insurance

TO: Page 68, line 15 SENATE BILL NO. 376
TO: HOUSE BILL NO.
After "by":

Insert: "its resident insurance regulator in a state that the
director has determined has enacted frovmon_s substantially
similar to those_contained in AS 21.27 that is accredited by the
Natlone}!l Association of Insurance Commissioners when the managing
genera

Delete: "the agent's resident insurance regulator in a state
that is accredited by the National Associatron of Insurance
Commissioners when the "

SPONSOR STATEMENT:

TECHNICAL AMENDMENT

Clarifies the accreditation language and brings the section into line
with the language used throughout.



BY: Division of Insurance.

TO:  Page 74, line 11 SENATE BILL NO. 376
TO: HOUSE BILL MO,

After "business":

Insert: “"away from the place of business with clients, insurers,
or reinsurers unless a licensed reinsurance intermediary broker
physically accompanies the trainee."

Delete: "with clients, insurers, or reinsurers unless a
reinsurance intermediary broker is phﬁ/sically present in the same
place of business as the trainee or physically accompanies the
trainee if business is transacted away from the place of
business."

SPONSOR STATEMENT:

For Trainee Licensees - eliminates the requirement that a licensed
th\elrso_r be physically present at all times in the same place of
less.

Industry suggestion.



BY:  Division of Insurance -

TO: Page 78, line 17 SENATE BILL NO. 376
TO: HOUSE BILL NO.

After "business":

Insert: “"away from the place of business with clients, insurers,
or reinsurers unless a licensed reinsurance intermediary manager
physically accompanies the trainee."

Delete: "with clients, insurers, or reinsurers unless a
reinsurance intermediary manager is physically present in the
same place of business as the trainee or physwally accompanies
Ehe_trainee iIf business is transacted away from the place of
usiness."

SPONSOR STATEMENT:

For Trainee Lic_enﬁ}es - eliminates the requirement that a licensed

erson be physically present at all times 'In the same place of
usiness.

Industry suggestion.



