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Legislation

(i) Ina %udicial or administrative
proceeding a finding of fact made in an
examination report ipproved under

AhS 2%'06'150“))&) is prima facie evidence of
the fact.

« Sec. 10. AS 21.06.150 is repealed and

reenacted to read:

Sec. 21.06.150. EXAMINATION REPORTS, (a)
An examination report ma% only consist of
facts appearing upon the hooks, records, or
other documents of the examined company,
the company’'s agents, or other persons
examined, or facts determined from the
testimony of officers, agents, or other
persons examined concerning the company's
affairs, and the conclusions and
recommendations that the examiners find
reasonably warrantr : from the facts.

(b)  The examiner shall file with the
division a proposed written report of an
examination, signed by the examiner under
oath, not later than 60 days following the last
day of examination field work. The period for
filing the proposeu report may be extended
for 60 additional days upon approval of the
director.  Upon receipt of the proposed report
the division shall transmit the report to the
person being examined, together with a
notice that gives the person being examined a
reasonable opportunity of not more than 30
days to make a written submission or rebuttal
with respect to matters contained in the
proposed examination report.  Within 30 days
of the end of the period allowed for the
receipt of written submis :~ns or rebuttals,
the director shall fully consider and review
the report, together with any written
submissions or rebuttals, and any relevant
portions of the examiner's work papers and
enter an order
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IExisting

Statute

*AS 21.06.150

Sec. 21.06.150. EXAMINATION REPORTS, (a)
The person conducting an examination shall
make a full report of each examination,
verified by the oath of the examiner.

(b) The report shall comprise only facts
appearing from the books, papers, records, or
documents of a person being examined, or
ascertained from the testimonx under oath, of
individuals concerning its affairs, and
conclusions and recommendations warranted
by the facts.

(c) The director shall furnish a copy of the
Froposed report to the person examined not
ess than 20 days before filing the report in
the office of the director. If the person
examined so requests in writin? within the
20-day period, the director shall grant a
hearinl? with respect to the report, and shall
not file the report until after the hearing and
after such modifications, if any, have been
made therein as the director considers
proper.

IComments # e "

States that findings of fact in a public
examination report may be used in nny
proceedings.

AS 21.06.150 is similar to 21.06.150 (b) in
current statute - sets out what may be
included in the examination report.

Limits the period of lime to 60 days in
which a report must be presented to the
director after field work is complete,
provides 30 days for the person being
examined to provide written response to
the report, and provides another 30 days
for the director to review the report and
response and issue an order accepting or
rejecting the report or setting a date for
hearing to gel additional information.



IProuom

Legislation
(1'3 approving the examination
report as filed or approving the examination

report with modification or corrections;

(2)  rejecting the examination
report with directions to the examiners to
reopen the examination for the purpose of
obtaining additional data, documentation, or
information and refiling the report under
this subsection; or

53) setting a hearing under
AS 21.06.180 for purposes of obtaining
additional information.

(c) In the event the director determines
that regulatory action is appropriate as a
result of an examination, the director ma¥
initiate  proceedings as provided by law. The
director may use and, if appropriate, make
public an examination report, work papers or
other documents, the testimony of the
examiners, or othrr information discovered
or developed during the course of an
examination in a judicial or administrative
proceeding, whether or not a written report
of the examination at the time has beer made,
transmitted, or approved by the director.

(d) The director may disclose the content
of an examination report, preliminary
examination report or results, or a matter
relating to it to the insurance division of this
or another state or country. Except as allowed
by this subsection or other provision of law,
the director may not disclose the contents of a
preliminar( examination report before the
report is filed in the office of the director
under AS 21.06.060.

(e) An order entered under (b)(1) of this
section must be accomPanied by fin ings of
fact and conclusions of law resulting from
the director's consideration and review of the
examination report, relevant examiner work
papers, and written submissions or rebuttals.
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IExisting

StatuTe

(d) The director and examiners may at any
time testify and offer other proper evidence
as to information secured during the course
of an examination, whether or not a written
report of the examination has at that time
b?fe.n made, served, or filed in the director's
office.

(0 The director may publish the
examination report or asummary of it in one
or more newspapers in the slate on a
determination that the publication is in the
public interest.

AS 21.06.130(h) The director may
withhold from public inspection
information obtained under this section for
s0 Ion? ‘as the director considers the
withholding to he necessary for the
protection of the person examined against
unwarranted injury or to be in the public
interest.

IComments

Sec comments on AS 21.06.150(b) above.

See comments on AS 21.06.150(h) above.

See comments on AS 21.06.150(b) above.

Gives the director authority to use
information related to the examination
in a legal proceeding.

Allows the director to communicate
examination information to insurance
reqgulators in other jurisdictions.
Otherwise the exam report is confidential
until filed in the office of (he director as
a public document.

The order of the director regarding
acceptance of the exam report under (b)
must have findings of fact and
conclusions of law.



*

(0 Within 30 days of the receipt of the
approved report, the person examined shall
file affidavits executed by each director and
the chief executive officer or equivalent
officer stating under oath that the%/ have
received and reviewed a copy of the approved
report and related orders.

(3) The director may withhold a
document, information, account, record,
examination, or report from the public
inspection for as long as the director finds
the withholding is necessary to protect a
person against unwarranted injury or is in
the public interest.

Sec. 11 AS21.06.160(h) is amended to read:
(b) The director shall pay into the
general fund of the stale all money received

under %a) of this section. Instead of

sharglfly and caliming Uu costs and
eapcasta af Hu? examination tiiuki Ly
of this section [MAKING A DEPOSIT INTO
THE GENERAL FUND], the director may give
written authorization fpr [ORDER] the
person examined to make direct payment to
the contract examiner for all or part of the
contract examiner's compensation or
expenses. The contract between the stale
and a contract examiner who will receive
direct pagment under this subsection must
require that the examiner provide the
director with a copy of each billing for the
examination.

1/27/92 SxS Pane 9

(e) The director may withhold from public
inspection documents, information, accounts,
or records received during an examination or
investigation, and an examination or
investigation reports, for as long as the
director finds the withholding to be
necessary for the protection of a person
against unwarranted injury or to be in the
public interest.

AS 21.06.160(b)

(b) The director shall pay into the
general fund of the state all money received
under (a) of this section. Instead of making a
deposit Into the general fund, the director
may order, the person examined to make
direct payment to the contract examiner lor
all or purl of the contract examiner's
compensation.  The contract between the state
and a contract examiner who will receive
direct payment under (his subsection must
require that the examiner ﬁrovide the
director with a copy of each billing for the
examination.

Provides that 30 days after the approved
report is received by the licensee, the
licensee must file affidavits from each
director and the chief executive officer
stating that they have reviewed the
report.

Same as current 21.06.150 (e).

Allows the director to provide for direct
payments to the examiner through
wr(ljtten authorization instead of by
order.



IProposed Legislation’ IExisting Statute ICommcnls

¢« Sec. 12. AS 21.06.165 is amended by adding
a new subsection to read:

(d) Except as Erpvided in_this section, a Limits liability for persons
person may not bring z civil action if the communicating information during an
civil action arises out of communicating or examination.

delivering information to the director, a
representative of the director, or an
examiner performing an examination
under this title..

* Sec. 13, AS 21.06.180 is amended by adding
a new subsection to read:

(d) If the parties agree, the director may Allows the director to conduct a hearing
conduct a hearing under this section by by teleconference.
teleconference.

« Sec. 14, AS21.09.090(a) is amended to read: AS 21.09.090(a)
(a) This section a?plies to all insurers ﬁ) This section applies to all insurers Allows the section on trust deposits to
(OTHER THAN TITLE INSURERS). other than title insurers. apply to all insurers including Title

Insurers.

* Sec. 15. AS 21.09 is amended by adding a

new section to read:
Sec. 21.09.175. ORDER UPON Gives the director authorization to
DETERMINATION OEHAZARDQOUS CONDITION. determine if an insurer is hazardous to
The director may adopt regulations that policyholders and order appropriate
establish when the continued operation of action.  The insurer may request a

an insurer transacting business in this hearing on the order.

state is hazardous to the policyholders,
creditors, or the general public. The
director may order an insurer to limit or
change the insurer's business practices,
increase the insurer's capital and surplus,
or file additional reports with the director.
If an insurer is subject to an order under
this section, the insurer may request a
hearing under AS 21.06.180.

1/27/92 SxS laee 10



Legislation IExIsting Statutc~j "N i IComments

* Sec. 16. AS21.09.210(h) is amended lo read: AS 21.09.210(b)
(b)  Each insurer, and each formerly (b)  Each insurer, and each formerly Moves the payment date of premium
authorized insurer wilh rcspeci to authorized insurer with respect to taxes from April 1 to March 1 to match
premiun.s received while an authorized premiums received while an auth 'rir d the date for receiving annual financial
insurer in (his state, shall pay a tax on the insurer in thls state, shall pay a tax on the statements and fees.
total direct premium income received total direct premium income received
during the year ending on the preceding during the year ending on the preceding
December 31 and paid for the insurance of December 31 and paid for the insurance of
property or risks resident or located in the property or risks resident or located in the
slate other than w.i marine and state other than wet marine and
transportation insurance, after deducting transportation insurance, after deducting
from the total direct premium income the from “the total direct premium income the
applicable cancellations, returned applicable cancellations, returned
premiums, the unabsorbed portion of any premiums, the unabsorbed portion of any
deposit premium, all policy dividends, deposit premium, all policy dividends,
unabsorbed premiums refunded to unabsorbed premiums refunded to
policyholders, refunds, savings, savings policyholders, refunds, savings, savings
coupons, and other similar returns paid or coupons, and other similar returns paid or
credited to policyholders with respect to credited to policyholders with respect to
their policies.  No deductions may be made their policies. No deductions may be made
of cash surrender value of policies. of cash surrender value of policies.
Considerations received on annuit Considerations received on annuit
contracts are not included in the direct contracts arc not included in the direct
[?remium income and are not subject to tax. gremium income and arc not subject to tax.
he tax shall be paid to the director he tax shall be paid to the director
annually on or before March | 1APRIL 1L annually before April 1, and is computed at
and is computed at the rate of the rate of
(1) for domestic and foreign (1) for domestic and foreign No change.
insurers, except hospital and medical insurers, except hospital and medical
service corporations, 2.7 percent; service corporations, 2.7 percent;
(2)  for hospital and medical service (2) lor hospital and medical service No change.
corporations, six percent of their gross corporations, six percent of their gross
premiums less claims paid. premiums less claims paid.

1/27/92 SxS Pae 11



IProposed Legislation IExisting Statute IComincnls

AS 21.09.210(d)

* Sec. 17. AS 21.09.7.10(d) is amended lo read:

* Sec. 18.
a new subsection to read:

1/27/92 SxS

(d) An authorized insurer shall, with
respect to all wet marine and transportation
contracts written in this slate durin% the
preceding calendar vyear, on or before
March 1 [APRIL 11 of each year, pav lo the
director a tax of three-quarters of one
gercent on its gross underwriting profit.
he gross underwriting profit is computed
by deducting from the net premiums F(I.E.,
GROSS PREMIUMS LESS ALL RETURN
PREMIUMS AND PREMIUMS FOR
REINSURANCE),] on wet marine and
transportation insurance contracts, the net
IossesA)ald (LE., GROSS LOSSES PAID, LESS
SALVAGE AND RECOVERIES ON REINSURANCE
CEDED)] during the calendar year under the
contracts.  In the case of an ‘insurer issuing
participating contracts, the gross
underwriting profit mav [SHALL] not
include, for computation of the tax
prescribed by this section, the amounts
refunded or paid as participation dividends
by the insurers to the holders of the
contracts.  la this subsection,

fl) "net losses’ means cross
losses less salvacc and
recoveries on reinsurance
ceded;

[21 “net premiums" means

cross orcmiums less all  return
premiums— and. premiums _for
reinsurance.

AS 21.09.210 is amended by adding

() The director may adopt regulations
requiring estimated lax payments during
the year and a final tax payment on the date
specified under (a) of this section.

Pane 12

(d) An authorized insurer shall, with
respect to all wet marine and transportation
contracts written in this state durin? the
preceding calendar year, before April 1 of
each year, pay to the director a tax of three-
quarters of one percent on its gross
underwriting profit. The gross

underwriting profit is computed by
deducting from the net premiums (i.e.,
gross premiums less all return premiums
and premiums for reinsurance), on wet
marine and transportation insurance
contracts, the net losses paid (i.e., gross
losses paid, less salvage and recoveries on
reinsurance ceded) during the calendar
year under the contracts. In the case of an
Insurer issuing part|0|?.at|n% contracts, the
?ross underwriting profit shall not include,
or computation of the lax Iprescrlbed by
this section, the amounts refunded or paid
as participation dividends by ! c insurers to
the holders of the contracts.

Changes the due date on payment of
premium lax on wet marine and
transgortatlon insurance from April 1 to
March 1 to match the date for receiving
annual financial statments and other tax
pa%ments. Other changes are in format
only.

Sec comments on AS 21.09.210(d)
above.

See comments on AS 21.09.210(d)
above.

Allows the director to adopt regulations
for receiving premium lax payments
more often than annually.



IProposed

Legislation

* See. 19, AS 21.12.020(a) is amended to read:

(aR Credit for reinsurance transactions
shall be allowed a domestic ceding insurer
as either an asset or a deduction from
Iiabilitr on account of reinsurance ¢ led
only it the reinsurance is ceded to an

' (1) assuming insurer that is
licensed to transact insurance or
reinsurance in this state;

. [52 assuming insurer that is
accredited as a reinsurer in this state; an
accredited reinsurer is one that

(A) submits to this state's
jurisdiction, submits to this state's
authority to examine its books and
records, [AND] is licensed to transact
insurance or reinsurance in at least
one state, and files, annually
with the director a copv of the
reinsurer's annual...statement
filed with the insurance
deportment of the reinsurer's
state of domicile and o couv or
the reinsurer's most recent
audited financial statement: or

(B) in the case of a United
States Dbranch of an alien assuming
insurer, is entered through, and
licensed to transact insurance or
reinsurance in, at least one state,
files annually with the director a
copy of its annual financial
statement that is filcc with the
insurance regulatory agency of its
slate of domicile, and maintains at
least $20.000.000 in policyholder
surplus; the surplus requirements in
this subparagraph do not apply to
reinsurance ceded and assumed
under a pooling arrangement among
insurers in the same holding
company system;

1/27/92 SxS Pane 13

[Kxistinh

Statute

AS 21.12.020(a)

(aR Credit for reinsurance transactions
shall be allowed a domestic ceding insurer
as either an asset or a deduction from
Iiabilit}/ on account of reinsurance ceded
only it the reinsurance is ceded to an

_ (1) assuming insurer that is
licensed to transact insurance or
reinsurance in this state;

. 52 assuming insurer that is
accredited as a reinsurer in this state; an
accredited reinsurer is one that

(A) submits to this state’s
jurisdiction, submits to this state's
authority to examine its books and
records, and is licensed to transact
insurance or reinsurance in at least
one state; or

(B) in the case of a United
States branch of an alien assuming
insurer, is entered through, and
licensed to transact insurance or
reinsurance in, at least one state,
files annually with the director a
copy of its annual financial
statement that is filed with the
insurance requlatory agency of its
state of domicile, and maintains al
least 520,000,000 in policyholder
surplus; the surplus requirements in
this subparagraph do not apply to
reinsurance ceded and assumed
under a pooling arrangement among
insurers in the same holding
company system:

IComimnh

No change.

No change.

No change.

Adds requirement that an accredited
insurer must file each year with the
director its annual financial statement
and audited financial statement.

Adds effective in 1994, that the state in
which an insurer is licensed in lieu of
being licensed in this state must be a
state accredited by the NAIC.



cd Legislation

(3) assuming insurer that is
domiciled in a slate, or in the case of a
United States branch of an alien assuming
insurer, is entered through a state that
employs standards regarding credit for
reinsurance ceded substantially similar to
those applicable under (1) and (2) of this
subsection, the assuming insurer maintains
a 80I|cyholder surplus of at least
$20,000,000. and the assuming insurer
submits to the authority of this state to
examine its booka and records; the surplus
requirements in this paragraph do not
apply to reinsurance ceded and assumed
under a pooling arrangement among
insurers in the same holding company
system;

(4)  assuming alien insurer that

(A) maintains a trust fund in
a qualified United States financial
institution for the payment of the
valid claims of its United St "s
policyholders and ceding rers,
and their assigns and sul s in
interest, that conforms to a

following requirements;

1727792 SxS laee 14

| Existing

~(3) assuming insurer that is
domiciled in a state, or in the case of a
United States branch of an alien assuming
insurer, is entered through a state that
employs standards regarding credit for
reinsurance ceded substantially similar to
those applicable under (1) and (2) of this
subsection, the assuming insurer maintains
a golicyholder surplus of at least
$20,000,000, and the assuming insurer
submits to the authority of this state to
examine its books and records; the surplus
requirements in this paragraph do not
apply lo reinsurance ceded and assumed
under a pooling arrangement among
insurers in the same holding company
system;

(4)  assuming alien insurer that

(A) maintains a trust fund in

a qualified United States financial
institution for the payment of the
valid claims of its United States
policyholders and ceding insurers,
and their assigns and successors in
interest, that conforms to the
following requirements:

No change.

No change.

No change.
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Legislation

(2 the trust shall be
established in a form approved
by the director; the trust
instrument must provide that
contested claims arc valid and
enforceable upon the final
order of any court of
competent jurisdiction in the
United Slates; the trust shall
vest legal title to its assets in
the trustees of the trust for its
United States policyholders
and ceding insurers, their
assigns™ and successors in
interest; the trust and the
assuming insurer arc subject
to examination as determined
by the director; the trust must
remain in effect for so long as
the assuming insurer has
outstanding liabilities due
under the reinsurance
agreements subject to the
trust;

(if) on or before
March 1 of ecch year the
trustees shall report in
writing to the director on the
balance of the trust and list
the trust's investments at the
end of the preceding year, and
shall certify the date of
termination of the trust, if so
planned, or certify that the
trust docs not expire before
the following December 31;

Pace 15

nn l-l
[Existing

Stalutrnrn

(i) the trust shall be
established in a form approved
by the director; the trust
instrument must provide that
contested claims arc valid and
enforceable upon the final
order of any court of
competent jurisdiction in the
United States; the trust shall
vest legal title to its assets in
the trustees of (he trust for its
United States policyholders
and ceding insurers, their
assigns* and successors in
interest; the trust and the
assuming insurer arc subject
to examination as determined
by the director; the trust must
remain in effect for so long as
the assuming insurer has
outstanding liabilities due
under the reinsurance
agreements subject to the
trust;

(if) on or before
March 1 of each year the
trustees shall report in
writing to the director on the
balance of (he 'rust and list
the trust's investments at the
end of the preceding year, and
shall certify the date of
termination of the trust, if so
planned, ot certify that the
trust does not expire before
the following December 31;

Comments

No change.

No change.

ay, FHPPA VIUIY T



Legislation

. (ifi) in the ease of a
single assuming insurer, the
trust shall consist of trust
money representing the
assuming insurer's liabilities
attributable to business
written in the United States
and, in addition, include a trust
surplus of not less than
$20,000,000; the single
assuming insurer shall make
available to the director an
annual certification of the
insurer's solvency by the
insurer's domiclliary
requlator and by an
independent public
accountant;

}iv) in the case of a
group of Individual
unincorporated insurers, the
trust shall consist of trust
money representing the
group’s liabilities attributable
to business written in the
United States and, in addition,
include a trust surplus not less
than $100,000,000
($50,000,000L; the group shall
make available to the director
an annual certification of the
solvency of each of the
individual unincorporated
insurers by the group’s
domiciliary regulator and by
an independent certified
public accountant;

1/27/92 SxS Pace 16

Statute

(i) in the ease of a
single assuming insjrer, the
trust shall consist of trust
money representing the
assuming insurer's liabilities
attributable to business
written in the United States
and, in addition, include a trust
surplus of not less than
$20,000,000; the single
assuming insurer shall make
available to the director an
annual certification of the
insurer's solvency by the
insurer's domiclliary
[egulator and by an
independent public
accountant;

siv in the ease of a
group of ndividual
unincorporated insurers, the
trust shall consist of trust
money representing the
group’s liabilities attributable
to business written in the
United States and, in addition,
include a (Srust surplus not less
than $50,000,000; the group
shall make available lo the
director an annual
certification of the solvency of
each of the individual
unincorporated insurers by
the group's domiciliary
requlator and by an
independent public
accountant;

(Comments

No change.

Changes trust surplus for a group of
individual unincorporated insurers from
$50 million to $100 million for business
written in the U.S. before Alaska
domestic insurers may record the -effect
of reinsurance by these entities.



[Erooosed

Legislation

fvl in the case of a
grouo of incoroorutcd
insurers under common
adminislration lhut
comDlles with the
renortino reuuircments
contained in fill of this
subDaracraoh. that has
continuously  transacted
an insurance  business
outside the United States
for at least three years
immediately  before
makinc aDDlication  for
accreditation. that
submits to this stale's
authority to examine Its
bOOkS and records oqd
hears the exoense or the
gxamination, and that has
PBgrFEHtC  policyholders’
surnlus  of 510.000.000.000.
the trust shall be in an
amonnt-cuunl. to . the
group's several liabilities
attributable to  business
ceded bv United States
ccdino insurers to a
member of the crouD
under reinsurance
Contracts issued in the
name of. the, croup.... and
the croup shall maintain
a ioint trustee surolus. or
which .510Q.Q00.009__ shall
be. held jointly for the
benefit of United . States
ceding insurers of a
member of the croup as
additional security for the

1/27/192 SxS Pisee 17

[EXxisting

Stat"Hk
W

[Commecnls

Adds re?unements for accrediting a
group of incorporated insurers under
common administration



IProposed  Legislation | Existing  Statute IComments

croup's liabilities, and
each member of the croup
shall make available to
the director an annual
certification  of the
memberl2_..solYeiicy by ,.lbc
member's domiciliary
rcculator and the
memberls___iuispcndciit
certified  public
accountant: and

(B) reports annually to the (B) reports annually lo the No change.
director information substantially director information substantially
the same as that required to be the same as that required to be
reported on the National Association reported on the National Association
of Insurance Commissioners' annual of Insurance Commissioners' annual
statement form by licensed insurers statement form by licensed insurers
to enable the director to determine to enable the director to determine
the sufficiency of the trust fund; the sufficiency of the trust fund;
(5) assuming insurer that does not (5) assuming insurer that does not No change.
meet the requirements of (1)- (4) of this meet the requirements of (1) - (4) of this
subsection, but only with respect lo the subsection, but only with respect to the
insurance of risks located in jurisdictions insurance of risks located in jurisdictions
where the reinsurance is required by where the reinsurance is required by
applicable law or regulation of that applicable law or regulation of that
jurisdiction. jurisdiction.

* See. 20.  AS 21.12.020(a) is repealed and
reenacted to read:

(a? Credit for reinsurance transactions This section replaces proposed AS
shall be allowed a domestic ceding insurer 21.12.020(a) in Sec. 19 above as of
as either an asset or a deduction from January 1, 1994, The difference in
IiabiIitY on account of reinsurance ceded effective dates reflects reciprocity with
only if the reinsurance is ceded to an other NAIC accredited states. Sec
comments in Sec. 2. See Sec 223.

(1) assuming insurer that is This section_reglaces proposed AS
licensed to transact Insurance or 21.12.020(a) in Sec. 19 above as of
reinsurance in this state; Junuary 1, 1994. The difference in

effective dates reflects reciprocity with
other NAIC accredited states. See
comments in Sec. 2. See Sec 223.

1/27/92 SxS Pace 18



(2)  assuming insurer is accredited This section replaces proposed AS
as a reinsurer in this state; an accredited 21.12.020(a) in Sec. 19 above as of
reinsurer is one that January 1, 1994, The difference in
effective dates reflects reciprocity with
other NAIC accredited states. Sec
comments in Sec. 2. See Sec 223.

(A) submits to this state's This section replaces proposed AS
jurisdiction, submits to this state's 21.12.020(a) in Sec. 19 above as of
authority to examine its books and January 1, 1994, The difference in
records, is licensed to transact effective dates reflects reciprocity with
insurance or reinsurance in at least other NAIC accredited states. Sec
one state, that is accredited by the comments in Sec. 2. See Sec 223.

National Association of Insurance
Commissioners, and files annually
with the director a copy of the
reinsurer’s annual statement filed
with the insurance department of the
reinsurer's state of domicile and a
copy of the reinsurer's most recent
audited financial statement; or

(B) in the case of a United This section reglaces proposed AS
States branch of an alien assuming 21.12.020(a) in Sec. 19 above as of
insurer, is entered through, and January 1, 1994, The difference in
licensed to transact insurance or effective dates reflects reciprocity with
reinsurance in, at least one state other NAIC accredited states. See
accredited by the National comments in Sec. 2. Sec Sec 223.

Association of Insurance
Commissioners, files annually with
the director a copy of its annual
financial statement that is filed with
the insurance requlatory agency of
its slate ol domicile, and maintains at
least S20.000.000 in policyholder
surplus;  the surplus requirements in
this subparagraph do not apply to
reinsurance ceded and assumed
under a pooling arrangement among
insurers in the same holding
company system;

1/27/92 SxS Paee 19



fTj~r~cd Legislation IExisting Statute”

(3) assuming insurer that is
domiciled in a state, or in the ease of a
United States branch of an alien assuming
insurer, is entered through a state
accredited by the National Association of
Insurance Commissioners that employs
standards regarding credit for reinsurance
ceded substantially similar to those
apglicable under {1) and (2) of this
subsection, the assuming insurer maintains
a 80Iicyho|der surplus of al least
$20,000,000, and the assuming insurer
submits to the authority of this state to
examine its books and records; the surplus
requirements in this paragraph do not
apply to reinsurance ceded and assumed
under a pooling arrangement among
insurers in the same holding company
system;

(4) assuming alien insurer that

(A) maintains a trust fund in

a qualified United States financial
institution for the payment of the
valid claims of its United States
policyholders and ceding insurers,
and their assigns and successors in
interest, that conforms to the
following requirements:
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|]Commcnts~

This section replaces proposed AS
21.12.020(a) in See. 19 above as of
January 1, 1994, The difference in
effective dates reflects reciprocity with
other NAIC accredited slates. See
comments in Sec. 2. Sec Sec 223.

This section replaces proposed AS
21.12.020(a) in See. 19 above as of
January 1, 1994, The difference in
effective dates reflects reciprocity with
other NAIC accredited states. Sec
comments in Sec. 2. Sec Sec 223.

This section replaces proposed AS
21.12.020(a) in Sec. 19 above as of
January 1, 1994. The difference in
effective dates reflects reciprocity with
other NAIC accredited states. Sec
comments in Sec. 2. Sec Sec 223.



cd _Lcgj,lotion, 1E x isting Statute”

(i) the trust shall be
established in a form approved
by the director; the trust
instrument must provide that
contested claims are valid and
enforceable upon the final
order of any court of
competent jurisdiction in the
United Slates; the trust shall
vest legal title to its assets in
the trustees of the trust for its
United States policyholders
and ceding insurers, their
assigns* and successors in
interest; the trust and the
assuming insurer are subject
to examination as determined
by the director; (he trust must
remain in effect for so long as
the assuming insurer has
outstanding liabilities due
under the reinsurance
agreements subject to the
trust;

(i) on or before
March 1 of each year the
trustees shall report in
writing to the director on the
balance of the trust and list
the trust's investments at the
end of the preceding year, and
shall certify the date of
termination of the trust, if so
planned, or certify that the
trust docs not expire before
the following December 31;
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IComments

This section replaces proposed AS
21.12.020(a) In Sec. 19 above as of
January 1, 1994, The difference in
effective dates reflects reciprocity with
other NAIC accredited states. See
comments in See. 2. See Sec 223,

This section.reglaces proposed AS
21.12.020(a) in See. 19 above as of
January 1, 1994, The difference in
effective dates reflects reciprocity with
other NAIC accredited states. See
comments in See. 2. Sec See 223.
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(iiif) in (he care of a
single assuming insurer, the
trust shall consist or trust
money representing the
assuming insurer's liabilities
attributable to business
written in the United States
and, in addition, include a trust
surplus of not less than
$20,000,000; the single
assuming insurer shall make
available lo the director an
annual certification of the
insurer's solvency by the
insurer's domictliary
requlator and by an
independent public
accountant;

Fiv) in_the case of a
group of individual
unincorporated insurers, the
trust shall consist of trust
money representing the
group’s liabilities awiibutablc
to business written in the
United States and, in addition,
include a trust surplus not less
than 5100,000,000; the group
shall make available to the
director an annual
certification of the solvency of
each of the irdividual
unincorporated insurers by
the group's domiciliary
regulator and by an
independent certified public
accountant;
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[Commecnts

This section replaces proposed AS
21.12.020(a) in Sec. 19 above as of
January 1, 1994, The difference in
effective dates reflects reciprocity with
other NAIC accredited states. Sec
comments in Sec. 2. Sec Sec 223.

This section replaces proposed AS
21.12.020{a) in Sec. 19 above as ot
January 1, 1994, The difference in
effective dates reflects reciprocity with
other NAIC accredited states. Sec
comments in Sec. 2. See Sec 223.
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Sv)_ in the case of a
group of incorporated
insurers under common
administration that complies
with the reporting
requirements contained in (ii)
of this subparagraph, that has
continuouslg transacted an
insurance business outside the
United States for at least three
years immediately hefore
making application for
accreditation, that submits to
this state's authority to
examine its books and records
and ocars the expense of the
examination, and that has
aggregate policyholders'
surplus of 510,000,000,000, the
trust shall be in an amount
equal to the group's several
liabilities attributable lo
business ceded by United States
ceding insurers to a member
of the group under
reinsurance contracts issued
in the name of the group, and
the group shall maintain a
joint " trustee surflus, of which
$100,000,000 shall be held
jointly for the benefit of
United States ceding insurers
of a member of the group as
additional security for the
group's liabilities, and each
member of the group shall
make available to the director
an annual certification of the
member's solvency by the
member's domiciliary
[egulator and the member's
independent certified public
accountant. and
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IComments

This section replaces proposed AS

21.12.020(a) in Sec.
January 1, 1994

effective dates reflects reciprocity with

19 above as of
The difference in

other NAIC accredited states. Sec

comments in Sec. 2.

See Sec 223.
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(B) reports annually to the
director information substantially
the same as that required to be
reported on (he National Association
of Insurance Commissioners' annual
statement form by licensed insurers
to enable the director to determine
the sufficiency of the trust fund;

(5) assuming insurer that does not
meet the requirements of (1) - (4) of this
subsection, but only with respect to the
insurance of risks located in jurisdictions
where the reinsurance is required by
applicable law or regulation of that
jurisdiction.

* See. 21, AS 21.12.020(c) is amended to read:

(c) A reduction from liability, for
reinsurance ceded to an assuming insurer
not meeting the requirements of (a) of this
section, shall be allowed in an amount not
exceeding the liabilities carried by the
ceding insurer.  The reduction shall be
equal to the amount of money held by or on
hehalf of the ceding insurer, including
money held in trust for the ceding insurer,
under a reinsurance contract with the
assuming insurer as security for the
payment of obligations under it, if the
securl_t)é is held in the United States subject
to withdrawal solely by, and under the
exclusive control of, the ceding insurer, or
in the case of a trust, held in a qualified
United States financial institution. The
security must be in the form of

(1)  cash;

(2) securities listed by the
Securities Valuation Office of the National
Association of Insurance Commissioners
that qualify as admitted assets under
AS 21.21:
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IExisting

Statute

AS 21.12.020(c)

(c) A reduction from liability, for
reinsurance ceded to an assuming insurer
not meeting the requirements of (a) of this
section, shall be allowed in an amount not
exceeding the liabilities carried by the
ceding insurer.  The reduction shall he
equal to the amount of money held by or on
behalf of the ceding insurer, including
money held in trust for the ceding insurer,
under a reinsurance contract with the
assuming insurer as security for the
payment of obligations under it, if the
securlt% is held in the United Slates subject
to withdrawal solely by, and under the
exclusive control of, the ceding insurer, or
in the ease of a trust, held in a qualified
United Slates financial institution. The
security must be in the form of

(1) cash;

(2) securities listed by the
Securities Valuation Office of the National
Association of Insurance Commissioners
(hat qualify as admitted assets under
AS 21.21;

IComments

This section replaces proposed AS
21.12.020{a) in See. 19 above as of
January 1, 1994. The difference in
effective dates reflects reciprocity with
other NAIC accredited states. See
comments in Sec. 2. See See 223,

This section replaces proposed AS
21.12.020(a) in See. 19 above as of
January 1, 1994. The difference in
effective dates reflects reciprocity with
other NAIC accredited states. See
comments in Sec. 2. Sec Sec 223.

No change.

No change.

No change.
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* Sec. 22
new subsections to read:
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Legislation”

(3) clean, irrevocable,
unconditional letters of credit UuUt
contain an evergreen clause issued or
confirmed by a qualified United States

financial institution not later than
December.31. in-the war,__ t&i— ftMch
filini? is made, and in fhe oo0sscssion

of the ccdinc company on or hefore

the . flline date of the. ceding
comtanv's annual statement: letters of
credit meeting applicable standards of
issuer acceptability as of the dates of their
issuance or confirmation shall,
notwithstanding the issuing or confirming
institution's subseguent failure to meet
applicable standards of issuer acceptability,
continue to be acceptable as security until
their expiration, extension, renewal,
modification, or amendment, whichever
occurs first: or

(4) other security acceptable to and
approved In advance by the director.

AS 21.12.020 is amended by adding

(h) An insurer may receive credit for
reinsurance transactions if the

reinsurance agreement meets all applicable
requirements established by the director.
The director may establish requirements
for reinsurance agreements by regulation.

(i) A domestic ceding insurer may not be
allowed credit if the assuming insurer's
accreditation has been revoked by the
director.

Paee 25
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Statute

(3)  clean, firrevocable,
unconditional letters of credit issued or
confirmed by a qualified United States
financial institution  letters of credit
meeting applicable standards of issuer
acceptability cs of the dates of their
issuance or confirmation shall,
notwithstanding the issuing or confirming
institution's subseguent failure to meet
applicable standards of issuer acceptability,
continue to be acceptable as securitP/ until
their expiration, extension, renewal,
modification, or amendment, whichever
occurs first; or

(4) other security acceptable lo and
approved In advance by the director.

ICommcnls

Adds that if letters of credit arc used as
security for recording the effect of
reinsurance on an Insurers financial
statement, the letters must contain an
evergreen clause (continuous renewal),
must be in place on or before December
31 of the year being reported and must
be in possession of the ceding company
before the filing date of the annual
statement for that year which is the
following March 2.

No change

Gives the director authorization to adopt
regulations for determining acceptable
rcinrurance agreements, for example, to
resiric' use of financial reinsurance for
which no insurance risk is transferred

Sets out that ceding insurers may not
record the effect of reinsurance with
assujming insurers whose accreditation
is revoked.



[ Proposed  Legislation [Existing  Statute [Comments

¢+ See. 23, AS 21.18.100 is amended lo read: AS 21.18.100
See. 21.18.100. INCREASE OE [INADEQUATE] Sec. 21.18.100. INCREASE OF INADEQUATE Allows the director to require increases
RESERVES. If loss experience shows that an RESERVES. If loss experience shows that an in reserves for "incurred but not
insurer's loss reserves or reserves for insurer's loss reserves, however computed reported” losses when loss experience
incurred  but not rcoorted losses, or estimated, arc inadequate, the director shows the reserves to be inadequate.
however computed or estimated, are shall require the insurer to maintain loss
inadequate, tﬁe director shall require the reserves in the increased amount needed to

insurer to maintain loss reserves &X make them adequate.
reserves for incurred but not

reported losses in the increased amount

needed to make them adequate.

* Sec. 24 AS21.18.110 is amended by adding
new subsections to read:

(m) A life insurance company doing Requires an annual actuarial opinion an
business in the state shall annually submit reserves and gives the director authority
to the director an opinion of a qualified to adopt regulations for the details of the
actuary as to whether the reserves and opinion.

related actuarial items held in support of a
policy or contract specified by regulation
arc computed appropriately, are based on
assumptions that satisfy contractual
piovisions, arc consistent with prior
reported amounts, and comply with the
applicable laws of this state. The director
may adogt regulations to define the specific

form, substance, and standards of the

actuarial opinion.

(n) The actuarial opinion must Gives details on the actuarial opinion.
(1) be submitted with the annual See comments on AS 21.18.110(n) above.

statement reflecting the valuation of the
reserve liabilities;

(2) apply to all business in force, Sec comments on AS 21.18.110(n) above.

including individual and group health
insurance plans;

(3) be based on standards adopted See comments on AS 21.18.110(h) above.
by the Actuarial Standards Board; and
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(4% include an assessment as to
whether the reserves and related actuarial
items held in support or the policies and
contracts, when considered in light of the
assets held by a company with respect lo the
reserves and related actuarial items,
including investment earnings on the
assets and considerations anticipated to he
received and retained under policies and
contracts, make adequate provision for a
company's obligations under a policy or
contract including the benefits under and
expenses associated with a policy or
contract.

(0) In the ease of an actuarial opinion
submitted by a foreign or alicn comPang,
the director shall accept an opinion filed by
the company with the insurance

supervisory official of another state if the
director determines that the opinion meets
the requirements applicable to a company
domiciled in this state.

(p) The director may adopt regulations to
provide for a transition period for
establishing higher reserves that a
qualified actuary ma%/ consider necessary
in order to render the opinion required
under (n) of this section.

q). A qualified actuary who submits an
opinion under (m) of this section

(1) is not liable for damages to a
person, other than the insurance company
and the director, for an act, error, omission,
decision, or conduct with respect to the
actuary's opinion except in a case of fraud
or wilful ‘misconduct;

(2) may be subject to disciplinary
action by the dlyrector; and

1727102 SxS Paee 27

See comments on AS 21.18.110(t.> -bovc.

Allows the director to accept an actuarial
opinion submitted to another state
insurance regulation office.

Allows the director to adopt regulations
for establishing higher reserves so the
actuary can render the necessary
opinion.

States that the actuary will not be liable
for damages with respect to the opinion,
may be disciplined by the director, and
shall write a memo of support for the
opinion.

See comments on AS 21.18.110(q) above.

See comments on AS 21.18.11()(q) above.



JS) shall include a memorandum, in
form and substance acceptable to the
director, to support the actuarial opinion.

(r) If the insurance company fails to
provide a supportinP memorandum
required by (q)(3) of this section within a
period specified by regulation or the
director determines that the supportin
memorandum fails to meet the standards
adopted by regulation or is otherwise
unacceptable to the director, the director
may engage a qualified actuary, at the
expense of the insurance company, to
review the opinion and ‘he basis for the
opinion and to prepare a supporting
memorandum as required under (q) of this
section.

() A memorandum in support of an
actuarial opinion and other supporting
material provided by an insurance
company to the director is confidential and
may not be made public by the director or
another person and is not subject to a civil
subpoena, except for the purpose of
defending an action seeking damages from
a person by reason of an action required by
this section. The memorandum or other
material may be released by the director
with the wri.ten consent of the company or
to the American Academy of Actuaries upon
a request slating that the memorandum or
other material is required for the purpose
of a disciplinary proceeding and selling out
procedures satisfactory to the director for
preservindq the confidentiality of the
memorandum or other material.  Once a
portion of the memorandum or other
material is cited by the company in its
marketing, is cited before a governmental
agency other than a state insurance
department, or is released by the company
to the news media, the remainder of the
confidential memorandum or other material
is no longer confidential.

(t)  An insurer's aggregate reserves for
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[Comments

Sec comments on AS 21.18.110(q) above.

Allows the director to have an actuary
prepare a supporting memo for the
actuarial opinion at the insurer's
expefr_llse if ‘the insurer docs not have one
on file.

States that the supporting memo is
confidential unless written consent s
given by the insurer or the American
Academy of Actuaries has a disciplinary
action in process and agrees to keep the
information confidential.  If the
company releases the memo the director
is no longer bound by this
confidentrality requirement.

States the conditions that the insurers
reserves must meet.
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(1) all life insurance policies, See comments on AS 21.18.110(1) above.

excluding disability and accidental death
benefits, issued on or after the effective
date of this act, may not be less than the
aggregate reserves, or calculated under
(b)(2), (5), (8), and (1) of this section, and
the mortality table and rates of interest used
in calculating nonforfeiture benefits for
the policies; and

~(2) all policies, contracts, and See comments on AS 21.18.110(1) above.
benefits may not be less than the aggregate
reserves determined by a qualified actuary
to be necessary to render the opinion
required under (m) of this section.

* Sec. 25.  AS 21.18.110(0) is repealed and
reenacted to read:

(0) In the case of an actuarial opinion This section replaces proposed AS
submitted by a foreign or alien company, 21.18.110(0) in Sec. 25 above as of

the director shall accept an opinion filed by January 1, 1994, The difference in

the company with the insurance effective dates reflects reciprocity with
supervisory official of another state that is other NAIC accredited states. See
accredited by the National Association of comments in Sec. 2. Sec Sec 223.

Insurance Commissioners if the director
determines that the opinion meets the
requirements applicable to a company
domiciled in this state.
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* Sec. 27,
a new subsection to read:

Legislation

* See. 26.  AS 21.18.130 is amended to read:

Sec. 21.18.130. VALUATION OF OTIII-R
SECURITIES, (a) Securities, other than
those referred to in AS 21.18.120 ax
AS 21.21.260. held by an insurer shall be
valued, in the discretion of the director, at
[THEIR MARKET VALUE, OR AT] their
appraised value as tfilcrminStl by «
competent appraisal aeccptahlo to
the director, or at prices determined by
the director as representing their fair
market value, all consistent with the
current method for the valuation of a
security formulated or apr)roved by the
National Association of Insurance
Commissioners.

(b)  Preferred or guaranteed stocks or
shares, while paying full dividends, may be
carried at a fixed value in lieu of market
value at the discretion of the director and
consistent [IN ACCORDANCE] with the
method of computation the director
approves.

AS 21.18.130 is amended by adding

(c) Securities referred to in AS 21.21.260
at any time after the date of investment by
an insurer shall be valued on that insurer's
quarterly and annual statement at an
amount that may not exceed the larger of
the following amounts:

(1) 100 percent of the market value
of the real property or leasehold securing
the same as determined by a competent
apf)ralsal acceptable to the director or at
values determined by the director as
representing fair market value of the real
property or leasehold;
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IExisting

Stalut

AS 21.18.130

Sec. 21.18.130. VALUATION OF OTHER
SECURITIES, (a) Securities, other than
those referred to in AS 21.18.120, held by an
insurer shall be valued, in lire discretion of
the director, at their market value, or at
their appraised value or at prices
determined by the director as representing
their fair market value, all consistent with
the current method for the valuation of a
security formulated or ap[)roved by the
National Association of Insurance
Commissioners.

(b)  Preferred or guaranteed slocks or
shares, while paying full dividends, may be
carried at a fixed value in lieu of market
value at the discretion of the director and in
accordance with the method of computation
the director approves.

ICommcnts

Provides that all securities, except bonds
and adding exception for real cjiate
mortgages, arc valued at appraised value
or at a price determined by the director
representln% fair market value.
Specifics that appraised value will be
determined by an appraiser acceptable o
the director.

Changes terminology from “in
accordance" to “consistent".

States that the valuation method for
reporting real estate mortgages on
insurer's financial statements may not
exceed market value, guarantee of (he
loan by U.S. or an agency of the U.S., or a
combination of market value and
guarantee.

See comments on AS 21.18.130(c) above.
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d Legislation

(2) the amount of insurance or
guaranty of the loan by the United Slates or
y an agency or instrumentality of the
United States; or

_ (3)  the amount provided in (1) of
this subsection plus the amount by which
the excess of the loan over the amount
provided in (12) of this subsection is insured
or guaranteed by the United Stales or by an
ggency or instrumentality of the United
tates.

AS 21.18.140(b) is amended to read:

(b) Other real property held by an
insurer shall [MAY NOT] be valued at Hug
lower OF cost or IAN AMOUNT IN EXCESS
OF1 fair market value as determined bv
recent appraisal.  If valuation is based on
an appraisal more than three years old, the
director may call for and require a new
appraisal in order to determine fair
market value. The reasonable cost of the
appraisal shall be borne by the insurer,

* See. 29.  AS 21.21.050 is amended to read:

Sec. 21.21.050. DIVERSIFICATION OF
INVESTMENTS.  An insurer shall invest in or
hold as admitted assets categories of
investments only within applicable limits
as follows:

(1) an insurer may not, except with

the consent of the director, have a
combination of investments in or loans
upon the security of the obligations,
properly, or securities of any one person,
or insurer, aggregating an amount
exceedlng. five percent of the insurer's
assets; this restriction does not apply to

~(A) general obligations of
the United States; or
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AS 21.18.140(b)

(b)  Other real property held by an

insurer may not be valued at an amount in
excess of fair value as determined by recent
copraisal. If valuation is based on an

a) oraisal more than three years old, the
dir. ctor may call for and require a new
aﬂprlsal in order to determine fair value.
The . -asonablc cost of the appraisal shall be
borne hy the insurer.

AS 21.21.050

See. 21.21.050. DIVERSIFICATION OF
INVESTMENTS. An insurer shall invest in or
hold as admitted assets categories of
investments only within applicable limits
as follows:

(1) an insurer may not, except with

the consent of the director, have a
combination of investments in or loans
upon tne security of the obligations,
properly, or securities of any one person,
or insurer, aggregating an amount
exceedln%. five percent of the insurer's
assets; this restriction does not apply to

~(A) general obligations of
the United Stales; or

[Comments %

See comments on AS 21.18.130(c) above.

See comments on AS 21.18.130(c) above.

Adds that real property must be valued
on the financial statement at the lower
cost or fair market value.

No change

No change

No change



(B) general obligations or a
state of the United States that is not
insolvent and whose securities arc
not then in default; or

(C) policy loans made under
AS 21.21.210;

(2) an insurer may not invest in or
hold at any one time more than 10 percent
of the outstanding voting stock of a
corporation, except with the consent of the
director given with respect to voting rights
of preference stock during default of
dividends; this paragraph does not apply to
stock of a wholly-owned subsidiary of the
insurer or to controlling slock of an
insurer acquired under AS 21.21.170

(3) an insurer, other than title
insurer, shall invest and maintain invested
funds in an amount not less than the
higher of

(A) the minimum basic
capital for stock insurers or hasic
guarantee surplus for mutual
insurers and additional surplus for
both stock and mutual insurers
required under AS 21.09.070; or

(B) 50 percent of the tota
capital and surplus shown on the
most recent statement of the
insurer's financial condition as filed
with the director under AS 21.09.200
only in

(i) cash

(ii)  the fully insured
portion of bank deposits when
the insurance is PFOVIded by a
solvent agency of the United
States %overnment or br
collateral in the form of the
securities provided for under
AS 21.21.060 and 21.21.080; or
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(B) general obligations of a
state of the United States that is not
insolvent and whose securities arc
not then in default; or

(C) policy loans made under
AS 2L212}0;

(2) an insurer may not invest in or
hold at any one time more than 10 percent
of the outstanding voting stock of a
corporation, except with the consent of the
director given with respect lo voting rights
of preference stock during default of
dividends; this ?aragraph docs not apply to
stock of a wholly-owned subsidiary of the
insurer or to controlling stock of an
insurer acquired under AS 21.21.170;

(3) an insurer, other than title
insurer, shall invest and maintain invested
funds in an amount not less than the
higher of

(A) the minimum basic
capital for stock insurers or basic
guarantee surplus for mutual
insurers and additional surplus for
both slock and mutual insurers
required under AS 21.09.070; or

. (B) 50 percent of the tota
capital and surplus shown on the
most recent statement of the
insurer's financial condition as filed
with the director under AS 21.09.200
only in

(i) cash

(i) the fully insured
portion of bank deposits when
the insurance is Frovided by a
solvent agency of the United
States %overnnwent or b
collateral in the form of the
securities provided for under
AS 21.21.060 and 21.21.080; or

No

No

No

No

No

No
No

change

change

change

change

change

change

change

change
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(i) the securities
provided for under
AS 21.21.060 and 21.21.080;

(4) a life insurer shall invest and
keep invested its funds in an amount not
less than the reserves under its life
insurance policies and annuity contracts,
other than variable annuities, in force, in
cash or  the securities or investments
provided for under this chapter;

. (5) except with the director's
written consent, an insurer may not have
invested at any one lime more than 20
percent of its assets in the class of securities
described in AS 21.21.140, exclusive of
obligations of public utilities;

(6) an insurer may invest and have
invested at any one time in aggregate
amount not more than 10 percent of its
assets in all stocks under AS 21.21.160,
21.21.170, and 21.21.200, except with the
director's written consent; determination of
the amount that an insurer has invested in
common stocks for the purposes of this
paragraph is based on the cost of the stocks
to the insurer; this paragraph does not
apply to stock of a controlled or subsidiary
insurance corporation or other corporation
held under AS 21.21.170 and 21.21.180;

(7)  except with the director's
written consent, an insurer may not have
invested at any one time more than 10
percent of its assets in any one of the class
of securities described in ~ AS 21.21.100,
21.21.150, 21.21.190, [OR) 21.21.250fcl. or
21,21.260.

Paee 33

IExisting Stat
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(iii) ~ the ‘curitics
provided for under
AS 21.21.060 and 21.21.080;

(4) a life insurer shall invest and
keep invested its funds in an amount not
less than the reserves under its life
insurance policies and annuity contracts,
other than variable annuities, in force, in
cash or the securities or investments
provided for under this chapter;

_ (5) except with the director's
written consent, an insurer may not have
invested at any one time more than 20
percent of its assets in the class of securities
described in AS 21.21.140, exclusive of
obligations of public utilities;

(6) an insurer may invest and have
invested at any one lime in aggregate
amount not more than 10 percent of its
assets in all stocks under AS 21.21.160,
21.21.170, and 7'..;;.2"7" rvAppt with the
director's written consent; determination of
the amount that an insurer has invested in
common slocks for the purposes of this
paragraph is based on the cost of the stocks
to the insurer; this paragraph docs not
apply to stock of a controlled or subsidiary
insurance corporation or other corporation
held under AS 2t.21.170 and 21.21.180;

(7)  except with the director's
written consent, an insurer may not have
invested al any one time more than 10
percent of its assets in any one of the class
of securities described in ~ AS 21.21.100,
21.21.150, 21.21.190, or 21.21.250(c).

IComments W

No change

No change

No change

No change

Adds real estate secured mortgage
obligations to the list of types o
investcmnts to which a limitation of 10%
of (a?s)sets for domestic insurers is applied
in (7).



« See. 30 AS 21.21.170(h) is amended to read:

(b)  With the director's consent an insurer
may acquire and hold the controlling
interest in the outstanding voting stock of
another stock insurer formed under the
laws of this or another state. All stocks
under this subsection shall be subject to the
limitations on acquisition  (LIMITATION
AS TO AMOUNT] os provided in AS 21.21.180.

« See. 31.  AS 21.21.180 is repealed and

reenacted to read:

Sec. 21.21.180. INVESTMENTS IN
SUBSIDIARIES, (a) A domestic insurer,
cither alone or in cooperation with one or
more persons, may organize or acquire one
or more subsidiaries engaged in the
following kinds of business:

(1) insurance business authorized
by this title;

(2) acting as an insurance
producer or as an a?ent for the insurer's
parent or for any of the insurer's parent's
Insurer subsidiaries and controlled
affiliates;

(3) investing, reinvesting, or
trading in securities for the insurer's own
account, that of the insurer's parent, a
subsidiary of the insurer's parent, an
affiliate, or a subsidiary,
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(b)  With the director's consent an insurer
may acquire and hold the controlling
interest in the outstanding voting stock of
another stock insurer formed under the
laws of this or another state. All stocks
under this subsection shall be subject to the
limitation as to amount as provided in AS
21.21.180.

AS 21.21.180

See. 21.21.180. STOCKS OF SUBSIDIARIES.
With the director's consent an insurer may
invest in the stock of its wholly-owned
subsidiary insurance corporation; or in the
stock of its wholly-owned subsidiary
business corporation formed under the laws
of this slate and necessary and incidental to
the convenient operation of the insurer's
insurance business or to the administration
of any of its investments.  All of the
insurer's investments under this section,
together with its investments in insurance
stocks under AS 21.21.170(b) ma?/] not at any
time exceed the amount of the investing
insurer's surplus, if a life insurer, or its
surplus to policyholders if other than a life
insurer.

Sets out for insurers the kinds of
business that a subsidiary to an insurer
may be engaged. Old section repealed.

See comments on AS 21.21.180 above.

See comments on AS 21.21.180 above.

Sec comments on AS 21.21.180 above.
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(4) management of an investment
company subject to or registered under IS
U.S.C. 80 (Investment Company Act of 1940,
as amended), including related sales and
services;

(5) acting as a broker-dealer
subject lo or registered under 15 U.S.C. 77 -
78 (Securities Exchange Act of 1934, as
amended);

(6)  rendering investment advice to
a government, government agency,
corporation, or other organization or

group,

(7)  rendering other services
related to the operations of an insurance
business including actuarial, loss
prevention, safety engineering, data
processing, accounting, claims, appraisal,
and collection services;

(8) ownership and management of
assets that the parent corporation could
own or manage;

(9) acting as administrative agent
for a governmental instrumentality that is
performing an insurance function;

~ (10)  financing insurance
premiums, agents, and other forms of
consumer financing;

(11) any other business activity
determined by the director in writing using
the standards set out in this section to be
reasonably ancillary to an insurance
business; or

(12) owning a corporation engaged
or organized to engage exclusively in one
or more of the businesses specified in this
section.

(b) A domestic insurer may also
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(1) invest in securities described in Sec comments on AS 21.21.180 above.
AS 21.21.140 - 21.21.1600f one or more
subsidiaries in  amountsthat do not exceed
the lesser of 10 percent of the insurer's
assets or SO pciccnl of the insurer's surplus
regarding policyholders, if, after the
investment, the insurer's surplus regarding
policyholders will be reasonable in relation
to the insurer's outstanding liabilities and
adequate to the insurer's financial needs; in
calculating the amount of the investment,
investment in  domestic orforeign
insurance subsidiaries shall be excluded,
but the following must be included;

(A total net moneys or other Sec comments on AS 21.21.180 above.
consideration expended and all
obligations assumed in the
acquisition or formation of a
subsidiary, including all
organizational expenses and
contributions to capital and surplus
of the subsidiary if represented or
not represented by the purchase of
capital stock or issuance of other
securities; and

(B) all amounts expended in See comments on AS 21.21.180 above.
acquiring additional securities
described in AS 21.21.140 - 21.21.160
and all contributions to the capital or
surplus of a subsidiary subsequent to
the subsidiary's acquisition or
formation;

(2) invest an amount in securities Sec comments on AS 21.21.180 above.
described In AS 21.21.140 - 21.21.160 of one
or more subsidiaries engaged or organized
to engage exclusively in the ownership and
management of assets authorized as an
investment for the insurer if that
subsidiary agrees to limit the subsidiary's
investment in an asset in a way that the
investment does not cause the amount of the
total investment of the insurer to exceed the
investment limitations specified in (1) of
this subsection or AS 21.21.050; for the
purpose of this paragraph, the total
investment of the insurer includes:
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~ (A) a direct investment by Sec comments on AS 21.21.180 above.
the insurer in an asset; and

(B)  the insurer's Sec comments on AS 21.21.180 above.
proportionate share of an investment
in an asset by a subsidiary of the
insurer calculated by multiplying
the amount of the subsidiary's
investment by the percentage of the
ownership in the subsidiary; or

(3) with the prior written approval See comments on AS 21.21.180 above.
of the director, invest a greater amount in
those securities described in AS 21.21.140-
21.21.160 of one or more subsidiaries if after
the investment the insurer's surplus
regarding policyholders is reasonable in
relation to the insurer's outstanding
liabilities and adequate lo the insurer's
financial needs.
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() A domestic insurer shall determine if
an investment meets the applicable
requirements under (b) or this section
before the investment is made by
calculating the applicable investment
limitations under AS 21.21.020(d) as though
the investment had already been made
under and by taking into account the then
outstanding principal balance on all
previous investments under AS 21.21.140 -
21.21.160, calculated at statement value,
giving effect to a return of capital invested
and not giving effect to dividends.

(d) If an insurer ceases to control a
subsidiary, it shall dispose of an investment
in the subsidiary made under this section
within three years from the lime oi the
cessation of control or within a further
lime that the director prescribes unless, at
any time after the investment has been
made, the investment meets the
requirements for investment under
another section of this chapter and the
insurer has notified the director regarding
the application of another section of this
chapter lo the investment.

o Sec. 32. AS 21.21.255 is amended to read:

See. 21.21.255. REGULATION OF SECURITIES
HELD BY INSURERS. As provided under 15
U.S.C. 77r-I(b) and (c) (Secondary Mortgage
Market Enhancement Act of 1984),
securities that arc purchased, held, or
invested in by an insurer shall be regulated
under AS 21.18.150, AS 21.21.050, 21.21.260,
21.21.270. (AS 21.66.030,1 and other
applicable provisions of this title.

Pace 3 8

| Existing

Statute ~»

AS 21.21.255

See. 21.21.255. REGULATION OF SECURITIES
HELD BY INSURERS. As provided under 15
U.S.C. 77r-I(b) and (c) (Secondary Mortgage
Market Enhancement Act of 1984),
securities that are purchased, held, or
invested in by an insurer shall be regulated
under AS 21.18.150, AS 21.21.050, 21.21.260,
21.21.270, AS 21.66.030, and other applicable
provisions of this title.

Il Commcls m

See comments on AS 21.21.180 above.

See comments on AS 21.21.180 above.

Deletes a reference to a section that is
repealed.
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* See. 33, AS 21.21.350(b) is amended to read:

(b)  Before completing investment

activities with or through affiliated or
controlling persons or completion a
ir&ns&cUoD of, the Im listed Jn
AS 21.21.180. an insurer shall fullv

disclose and document in writing to its
board of directors, the committee or

committees  havinc  responsibility  Tor

revicwinc  the insurer's  financial
condition under AS 21.22.105(d) or
fe). and the committee authorized by the
board and charged with the supervision or
making of the investment or loan involved,
the material facts concerning the
affiliation or circumstances of control.  An
insurer may not complete an investment
activitY with or through affiliated or
controlling persons [,] unless the hoard of
directors* by specific board action,
authorizes the transaction and concludes
that the transaction complies with (c) and
(d) of this section.  The vole of the board
authorizing the transaction must be
recorded in the minutes, on a membcr-by-
mcmber basis, and must indicate each vote
approving, disapproving, or abstaining on
the transaction.
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|Existing  Statute

AS 21.21.350(h)

(b)  Before completing investment
activities with or through affiliated or
controlling persons, an insurer shall fully
disclose and document in writing to its
board of directors and the committee
authorized by the board and charged with
the supervision or making of the
investment or loan involved, the material
facts concerning the affiliation or
circumstances of control. ~ An insurer may
not complete an investment activity with or
through affiliated or controlling persons,
unless the board of directors* by specific
board action, authorizes the transaction and
concludes that the transaction complies
with (c) and (d) of this section.  The vote of
the board authorizing the transaction must
be recorded in the minutes, on a member-
by-membcr basis, and must indicate each
vote approving, disapproving, or
abstaining on the transaction.

IComments

Amendment requires disclosure of

on acquisition of

by insurers to the board of
directors and any committees on

information
subsidiaries

financial

condition.
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* Sec. 34. AS21.21 is amended by adding new
sections to read:

See. 21.21.370. INVESTMENTS IN MEDIUM Provides that limits arc placed on a
GRADE AND LOWER GRADE OBLIGATIONS, (a) domestic insurer's ability to purchase
A domestic insurer may not acquire, new medium grade and lower grade
directly or indirectly, a medium grade or invcstemenl  obligations.  Obligations
lower grade obligation of an institution if, rated four or lower, five or lower and six
after giving effect to the acquisition, by the Securities Valutaion Office of the

National Association of Insurance
Commissioners are restricted to ten,
three and one percent respectively of a
docmstic insurer's assets.  An additional
limitation is provided in that adidtioanl
medium and lower grade obligations may
not be purchased if such purchase would
cause total such obligations to exceed 30
percent of a domestic insurer's
policyholers surplus account.
Obligations rated four or lower are
gencally not rated by the private
securities rating firms and ar coftcn
referred to as "junk bonds."

(1) the aggregate amount of all Sec comments on AS 21.21.370(a) above.

medium grade and lower grade obligations
held by the domestic insurer exceeds 20
percent of its admitted assets if not more
than

(A) 10 percent of its admitted See comments on AS 21.21.370(a) above.

assets consist of obligations rated
four, five, or six by the securities
valuation office;

(B) three percent of its Sec comments on AS 21.21.370(a) above.

admitted assets consist of obligations
rated five or six by the securities
valuation office; and

(C) one percent of its See comments on AS 21.21.370(a) above.

admitted assets consist of obligations
rated six by the securities valuation
office; or
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(2) the aggregate amount of all
medium grade or lower grade obligations
held by the domestic insurer exceeds 30
percent of its policyholders' surplus
account as shown by the insurer’s most
recent report filed under AS 21.06.150,
AS 21.09.200, or 21.09.205.

(b) Attaining or exceeding the limit of
one category docs not preclude an insurer
from acquiring an obligation in another
category subject to the specific or multi-
category limits.

(c) A domestic insurer may not invest in

medium grade and lower grade obligations
issued, guaranteed, or insured by a single
iﬂstitution in an aggregate amount greater
than

(1) one percent of its admitted
assets in medium grade obligations;

~(2) one-half of one percent of its
adr(ljwltted assets in lower grade obligations;
an

(3) one percent of its admitted
assets in a combination of medium grade or
lower grade obligations.

(d) The investment limitations in this
section apply in addition to the limits on
investments under AS 21.21.050 and
21.21.250.

(e) The investment limitations in this
section and AS 21.21.380(b) shall be
calculated after including, as though they
were already owned, the medium grade and
lower grade obligations that the domestic
insurer is committed to acquire at the time
of the calculation.
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IComments

Sec comments on AS 21.21.370(a) above.

Provides that reaching the limit in one
catagory docs not stop an insurer from
investing in items which fall under
another catagory.

Places limitations on a domestic insurer's
ownership of obligations issued by one
institution.  Medium grade obligations
arc limited to one percent of admitted
assets.  Total investment in medium or
lower grade obligations is further
limited to one percent of admitted assets.

See comments on AS 21.21.370(a) above.

See comments on AS 21.21.370(a) above.

See comments on AS 21.21.370(a) above.

Provides that other limitations on
investments in the statute of 5% of assets
for one issuer and limitations by type of
investment still apply to investments
that come under this section.

Requires that investment limitations be
calculated after including investments the
insurer is committed to purchase.
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See. 21.21.380. EXCEPTIONS TO LIMITATIONS
ON INVESTMENTS IN MEDIUM GRADE AND
LOWER GRADE OBLIGATIONS, (a)

AS 21.21.370 docs not prohibit a domestic
insurer from acquiring an obligation that it
has committed to acquire if the insurer
would have been permitted to acquire that
obligation under AS 21.21.370 on the date
on which the insurer committed to
purchase that obligation.

(b)  Notwithstanding AS 21.21.370, a
domestic insurer may acquire an obligation
of an institution in which the insurer
already has an obligation if the obligation
is acquired in order lo protect an
investment previously made in the
obligations of the institution, if all the
acquired obligations do not exceed one-half
of one percent of the insurer’s admitted
assets.

(c) AS 21.21.370 docs not prohibit a
domestic insurer from acquiring an
obligation created by a restructuring of a
medium grade or lower grade obligation
that is already held.

(d) AS 21.21.370 docs not require a
domestic insurer to sell or otherwise dispose
of an obligation legally acquired before
July 1, 1992,

Sec. 21.21.390. WRITTEN PLAN
REQUIREMENT FOR INVESTMENT IN MEDIUM
GRADE AND LOWER GRADE OBLIGATIONS, (a)
The board of directors of a domestic insurer
that acquires or invests, directly or
indirectly, more than two percent of its
admitted assets in medium grade and lower
grade obligations, shall adopt a written plan
for making these investments.

(b) The written plan adopted under (a) of
this section must contain
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Allows an acquisition to occur if the
securities were obligated to be acquired al
3 lime when the insurer was permitted to
0 s0.

Permits acquisition to protect an
investment previously made.

Permits a domestic insurer to acquire an
obligation created by a restructuring of a
hmelddlum or lower grade obligation already
eld.

Clarifies that disposition is not required of
medium and lower grade obligations
legally acquired prior to the effective date
of this legislation.

Requires that a written plan be adopted by
the board of directors of a domestic

insurer if investment is made in medium
grade or lower grade obligation which
amounts to greater than 2% of assets.

Sets out the required elements of the
written plan which are based on quality
and diversification.
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(1) quidelines for the quality of the See comments on AS 21.21.390(h) above.

issues in which investments are to be made;
and

(2)  diversification standards
including standards for issuer, industry,
duration, liquidity, and geographic
locations.

See. 21.21.400. DISPOSITION OR WRITE-
DOWN OF LOWER GRADE OBLIGATIONS. If die
limitation in AS 21.21.370(a)(2) is exceeded
and the director determines that the
continued holding of the insurer's medium
grade and lower grade obligations would be
detrimental to the interests of
policyholders, the director may issue an
order under AS 21.06.100 requiring one or
more of the following:

(1) the disposition of lower grade
obligations;

(2) the write-down of lower grade
obligations to current market value as
determined by the securities valuation
office or other person upon whom the
director may rely; or

(3) action under AS 21.09.150.

* See. 35. AS 21.21.600 is amended by adding
new paragraphs to

(17) "admitted asset" has the
meaning given in AS 21.18.900;

(18)  "aggregate amount" means the
aggregate statutory statement value of
medium grade and lower grade obligations;

(19)  “institution" means a
corporation, joint stock company,
association, trust, business partnership,
business joint venture, or similar entity;
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See comments on AS 21.21.390(b) above.

Grants to the director the authority to
order the write-down of holding value or
disposition of medium or lower grade
obligations or actions against the
Certificate of Authority If the medium or
lower grade obligations are considered
dctremental to the policyholders of the
insurer.

Sec comments on AS 21.21.400 above.

See comments on AS 21.21.400 above.

See comments on AS 21.21.400 above.

Amended to add definitions to
accommodate the inclusion in statute of
the sections dealing with medium and
lower grade obligations.

See comments on AS 21.21.600 ahove.

Sec comments on AS 21.21.600 above.
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(20)  "lower grade obligation" See comments on AS 21.21.600 above.
means an obligation that is rated four, five,
or six by the securities valuation office or
its successor;

(21)  "medium grade obligation" Sec comments on AS 21.21.600 above.
means an obligation that is rated three by
the securities valuation office or its
successor;

(22)  "securities valuation office" See comments on AS 21.21.600 above.
means the organization designated by the
National Association of Insurance
Commissioners to determine the carrying or
admitted asset value of obligations owned by
the insurer.

* Sec. 36. AS 21.22.060 is amended by adding
new subsections lo read:

(k) An insurer subject to registration Requires insurers to file a holding
under (a) of this section shall register company statement on April 1 of each
annually by April 1 of each year for the year.

previous calendar year unless, for good
cause shown, the director extends the time
for registration.  The director may require
an insurer authorized to do business in the
stale, that is a member of a holding
company system and that is not subject to
registration under (a) of this section, to
furnish a copy of the registration
statement, the summary specified in (1) of
this section, or other information filed by
the insurer with the insurance regulatory
authority of the insurer's state of domicile.

() An annual registration statement filed Requires annual filing of hoIdin?_
under (k) of this section must contain a company statements to include a list of
summary outline of items in the current changes from the prior year.

registration statement representing
changes from the prior registration
statement.
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* See. 37. AS21.22 is amended by adding a
new section to read:

Sec. 21.22.065. ACQUISITIONS INVOLVING
CIIANGH OI: CONTROL, (a) Unless exempted
in (j) this section, this section applies to
any acquisition in which there is a change
in control of an insurer authorized to do
business in this state.

(b) If an acquisition violates the
standards established in (d) and (0 of this
section, the director may enter an order
requiring an involved insurer to cease
doing business in this slate with respect to
the line or lines of insurance involved in
the violation or denying the application of
an acquired or acquiring insurer for a
license lo do business in this state. ~Within
30 days of the issuance of the order, the
involved insurer may submit a plan to
remedy the anticompetitive effect of the
acquisition within a reasonable time. Based
upon a plan or other information submitted,
the director shall specify the conditions, if
any, under a time period during which the
aspects of the acquisition causing a
violation of the standards of this section
would be remedied and the order vacated or
modified. The order is stayed by the
insurer's submission of a plan and shall be
rescinded if the acquisition is not
consummated.

(¢) An acquisition which meets (a) of this
section is subject to an order under (b) of
this section unless the acquiring person
files a preacquisition notification and the
wailing period has expired. The person to
be acquired may file a preacquisition
notification. A preacquisition notification
by a person to be acquired may not be filed
in place of a preacquisition filing by an
acquiring person.  The preacquisition
notification
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Bstablishes standaiJs of market
concentration that cannot be exceeded
in an acquisition of an insurer by
another insurer and information that
must be submitted for director's
approval, (a) requires approval of a
change in control of an insurer doing
business in Alaska.

If acquisition violates standards of
market concentration, the director may
issue an order to cease business of the
insurer or deny approval of the
acquisition.  The insurer may submit a
plan to remedy the anti-compenliiivc
effects of the acquisition.

Requires the insurer who is acquirirng
another insurer must file a
preacquisition notice with the director
including specific information.  After
filing, there is a 31) day wailing period
before completion of ihc acquisition.
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(1) must be in a form and contain Sec comments on AS 21.22.065(c) above.
the information prescribed in regulations
adopted by the director relating to
insurance markets that, under (j)(5) of ‘his
section, cause the acquisition not to be
exempt from the provisions of this section;
the director may require additional material
and information the director considers
necessary to determine whether the
proposed acquisition, if consummated,
would violate the competitive standards of
this section;

(2) may include an opinion of an Sec comments on AS 21.22.065(c) above.
economist regarding the competitive effect
of the acquisition in this state accompanied
by a summary of the education and
experience indicating the economist's
ability to render an informed opinion; and

_ (3) must be followed by a wailing Sec comments on AS 21.22.065(c) above.
period beginning on the date of receipt by
the director of a preacquisition notification
and ending on the earlier of the 30th day
after the date of receipt or termination of
the waiting period by the director unless,
before the end of the wailing period, the
director requires the submission of
additional information relevant to the
proposed acquisition, in which event the
wailing period shall end on the 30th day
after receipt of the additional information
by the director or termination of the
waiting period by the director, whichever

is earlier.

(d) The director may enter an order under The director may order based onl he

(b) of this section regarding an acquisition preacquisition filing that the filing is

if _ . . incomplete or that there is evidence of

_ (1) the insurer fails to file adequate anticompetitive effect under guidelines
;réchJtrirQ:pon in compliance with (c) of this provided.
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(2) there is substantial evidence
that the acquisition may substantially
krscn competition, create a monopoly in a
line of insurance in this slate or
significantly increase an insurer's market
concentration; there is substantial evidence
when the aggregate market share of any
grouping of the largest insurers in the
market, from the two largest to the eighth
largest, has increased by seven percent or
more of the market over a period of time
extending from any base year five to 10
years before the acquisition up to the time
of the acquisition;

(3) after considering an
acquisition covered under (a) of this section
involving two or more insurers competing
in the same market there is evidence of a
violation of the competitive standards
contained in the following tables:

(A) if the market is highly
concentrated, the involved insurers
possess the following shares of the

market:
Insurer A Insurer U
4 percent 4 percent or more
10 percent 2 percent or more
15 percent | percent or more;

(1) if the market is not
highly concentrated, the involved
insurers possess the following shares
of the market:

Insurer A Insurer B

5 percent 5 percent or more
10 percent 4 percent or more
15 percent 3 percent or more
19 percent 1 percent or more.
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Stntute
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See comments on AS 21.22.065(d) above.

See comments on AS 21.22.065(d) above.

See comments on AS 21.22.065(d) above.

Sec comments on AS 21.22.065(d) above.

Sec comments on AS 21.22.065(d) above.

See comments on AS 21.22.065(d) above.
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(e) A percentage not shown in the tables Guidlines arc given for using the tables
contained in (d) or this section may be on market concentration.
interpolated proportionately to the
percentage that is shown. The insurer with
the largest share of the market shall be
considered Insurer A. If more than two
insurers arc involved, a market share that
exceeds the total of the two columns in the
table bv the insurers involved is prima
facie evidence of a violation of the
competitive standards contained in (d) of

this  section.

(0 Even though an acquisition does not The director may make conclusions on
violate the competitive standard under (d) concentrations hased on other

of this section, the director may establish substantial evidence.

the requisite anticompetitive effect based
upon other substantial evidence. Even
(hough an acquisition does violate the
competitive standard under (d) of this
section, a party may establish the absence
of the requisite anticompetitive effect based
upon other substantial evidence. Relevant
factors in making a determination under
(d) of this section include market shares,
volatility of ranking of market leaders,
number of competitors, concentration,
trend of concentration in the industry, and
case of entry into and exit out of the market.
The burden of showing substantial evidence
of a violation of the competitive standards
rests with the director.

(9) An order may not he entered under The dirccor may not order ceasing
(b) of this section If business or refuse to approve the

(1) the acquisition will yield acquisition if the acquisition results in
substantial economy of scale or economy in economy of scale, other public benefits
resource utilization that cannot be achieved or increase in the availability of
in another way and the public benefits that insurance.

would arise from the economy exceed the
public benefits that would arise from not
lessening competition; or

(2? the acquisition will See comments on AS 21.22.065(g) above.
substantially increase the availability of

insurance and the public benefits of the

increase exceed the public benefits that

would arise from not lessening competition.
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(h)y A person who violates a cease and
desist order or the director under (b) of this
section may. after hearing and on order of
the director, be subject to the suspension or
revocation of a license, a civil penalty not
to exceed $10,000 for ea>,. day of violation,
or both.

(i)  An insurer or other person who fails
to make a preacquisition filing required by
(c) of this section and who also fails to
demonstrate a good faith effort to comply
with filing requirements shall be subject to
a fine of not more than $50,000.

(j)) This section does not apply to

(1) an acquisition subject to
approval or disapproval by the director
under AS 21.22.010;

(2) a purchase of securities solely
for investment purposes if the securities
are not used by voting or otherwise to cause
or attempt to cause the substantial lessening
of competition in an insurance market in
this state; if a purchase of securities for
investment purposes results in a
presumption cf control under
AS 21.22.200(2), it is not solely for
investment purposes unless the insurance
supervisory official of the insurer's stale of
domicile accepts a disclaimer of control or
affirmatively finds that control docs not
exist and the disclaimer action or
affirmative finding is communicated by the
domiciliary commissioner to the director;

(3) the acquisition of a person
resulting in the change of control of an
insurer by another person when both
persons arc neither directly nor through
affiliates primarily engaged in the business
of insurance if preacquisition notification
is filed with the director under (c) of this
section 30 days hefore the pruposed
effective date of the acquisition; however,
the preacquisition notification is not
required if the acquisition would otherwise
be excluded under this subsection;

1/27/92 SxS Pace 4 9
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Violation of the order to cease operations
could mean revocation, or suspension of
the Certificate of Authority of the
insurer or $10,000 for each day of
violation.

An insurer who dues not make an effort
lo file notice or other information on the
acquisition can be fined $50,000.

Certain acquisitions are exempt from
this notice and approval due to approval
by the director under other statutes,
purchases for investment purposes,
purchases by affiliates, purchases
representing only 5% of an insurance
market, purchases affecting only ocean
marine insurance, or situations where
the insurers condition will be improved
by the purchasc.Sec comments on AS
21.22.065 above.

See comments on AS 21.22.065(j) above.



(4) the acquisition of an already
affiliated person;

' ~(S) an acquisition if, as an
immediate result of the acquisition,

(A?W the combined market
share of the involved insurers would
not exceed five percent of the total
market:

) (B) there would not be an
increase in a market share of the
larger writer, or

(CL the combined market
share of the involved insurers would
not exceed 12 percent of the total
market and the market share of the
larger writer would not increase by
more than two percent of the total
market:

(6) an acquisition for which a
preacquisition notification would be
required under this section due solely to the
resulting effect on the ocean marine
insurance line of business; or

é?) _an acquisition of an insurer
whose domiciliary commissioner
affirmatively finds that the insurer is in a
failing condition, there are no feasible
alternatives to |mFrovmg this insurer's
condition, the public benefits of improving
the insurer's condition through the
acquisition exceed the public benefits that
would arise from not lessening competition,
and these findings are ccnmunicated by
the domiciliary commissioner to this state's
director.

(k) AS 21.22.150- 21.22.160 and 21.22.180
do not apply to acquisitions covered under
this section.
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Sec comments on AS 21.22.065(]) above.
Sec comments on AS 21.22.065(j) above.

See comments on AS 21.22.065(j) above.

See comments on AS 21.22.065(j) above.

See comments on AS 21.22.065(j) above.

See comments on AS 21.22.065(j) above..

See comments on AS 21,22.(Ifi5(j) above.

lixempts acquisitions whuh must he filed
under this section from restrictions on
voting securities, seizing of voting
securities, and icccivciship of the
insurer.
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+ See. 38, AS 21.22.080 is amended to read: AS 21.22.080

1/27/92 SxS

See. 21.22.080. TRANSACTIONS WITH
AFFILIATES. Material transactions by
registered insurers with their affiliates arc
subject to the following standards:

(1

) the terms shall be fair and
reasonable;

(2) charecs or Tees Tor
services performed shall be
c.cusujiub It:

f31 expenses incurred and

payment received shall be allocated
Ilg the |Insurer__in,., conformity .with
customury Insurance accountinn

practices__ consistently applied;

(A) the books, accounts, and
records of each party shall be maintained so
as to disclose clearly and accurately the
precise nature and detail of the
transactions including accountine
information that is. necessary ...t0
support the reasonableness of the
charges__or__fees  to the respecliyc
parties; and

til [(3)] the insurer's surplus as
regards policyholders following any
dividends or distributions to shareholder
affiliates or performance under a material
transaction with an affiliate shall be
reasonable in relation to the insurer's
outstanding liabilities and adequate to its
financial ~needs.

Paee 5 1

See. 21.22.080. TRANSACTIONS WITH
AFFILIATES. Material transactions by
registered insurers with their affiliates are
subject to the following standards:

(1) the terms shall be fair and
reasonable;

(2)  the books, accounts, and records
of each parly shall be maintained so as lo
disclose clearly and accurately the precise
nature and details of the transactions; and

(3)  the insurer's surplus as regards
policyholders Iollowin% any dividends or
distributions lo shareholder affiliates or
performance under a material transaction
with an affiliate shall be reasonable in
relation to the insurer's outstanding
liabilities and adequate to its financial
needs.

AS 21.22.080 adds standards for material
transactions with affiliated companies
on fees and expenses.

No change

Sec comments on AS 21.22.080 above.

See comments on AS 21.22.080 above.

Sec comments on AS 21.22.080 above.

No change
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* See. 39. AS 21.22 is amended by adding a
new section to read:

Sec. 21.22.085. TRANSACTIONS INVOLVING Requires notification of the director of
A DOMESTIC INSURfiR REQUIRING DIRECTOR certain material transactions between a
REVIEW, (a(} The following transactions domestic insurer and any person ib its
involving a domestic insurer and a person holding company system. ~ These

in its holding company system may not be transactions include purchases, loans,
entered into unless the insurer has notified reinsurance agreements and contracts.

the director in writing of the insurer's

intention to enter into the transaction at
least 30 days before the transaction, or a
shorter period if allowed by the director,
and the director has not disapproved the
transaction within the required notice

period:

(1) a sale, purchase, exchange, loan See comments on AS 21.22.085(a) above.
or extension of credit, guarantee, or
investment, provided the transaction s
equal to or exceeds

(A) with respect to insurers See comments on AS 21.22.085(a) ahove.
other than life insurers, the lesser of
three percent of the insurer's
admitted assets or 25 percent of
surplus that pertains to policyholder
surplus, each calculated under
AS21.21.020(d); or

' (B) with respect to life See comments or. AS 21.22.085(a) above.
insurers, three percent of the

insurer's admitted assets calculated

under AS 21.21.020(d);

(2) a loan or extension of credit to a See comments on AS 21.22.085(a) above.
person who is not an affiliate, where the
insurer makes loans or extensions of credit
with the agreement or understanding that
the proceeds of the transaction, in whole or
in substantial part, are to be used to make a
loan or extension of credit to, purchase an
asset of, or make an investment in an
affiliate of the insurer making the loan or
extension of credit provided the transaction
is equal to or exceeds

1/27/92  sxs  raue 5 2
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(A) with respect to insurers See comments on AS 21.22.085(a) above.
other tlmn life insurers, the lesser of
three percent of the insurer's
admitted assets or 25 percent of
surplus that pertains to policyholder
surplus, each calculated under
AS 21.21.020(d); or

, (B?1 with respect to life See comments on AS 21.22.085(a) above.
insurers, three percent of the

insurer's admitted assets calculated

under AS 21.21.020(d);

. (3) a reinsurance agreement or See comments on AS 21.22.085(a) above.
modification in which the reinsurance
Frem!u_m or change in the insurer's
iabilities equals or exceeds five percent of
the insurer's surplus that pertains to
policyholder surplus, calculated under
AS 21.21.020(d), including an agreement
that may require as consideration the
transfer of assets from an insurer to a
nonaffiliatc if an agreement or
understanding exists between the insurer
and nonaffiliatc that a portion of the assets
will be transferred to an affiliate of the
insurer;

(4) a management agreement, See comments on AS 21.22.085(a) ahove.

service contract, or cost-sharing
arrangement; and

(5) a material transaction specified See comments on AS 21.22.085(a) above.
by regulation that the director determines
may adversely affect the interests of the
insurer's policyholders.

(b) Nothing in (a) of this section This section does not allow prohibited
authorizes or permits a transaction that, in transactions.

the case of an insurer not a member of the

same holding company system, would

violate a provision of law

1/27/92 SxS I'acc 5 3
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(c) A domestic insurer may not enter into
a transaction that is part of a plan or scries
of similar transactions with persons within
the holding company system If the JJurpose
of the separate transaction is to avoid the
statutory threshold amount and avoid
review that would otherwise occur. If the
director determines that this separate
transaction is entered into over a 12-month
period for this purpose, the director may
Impose penalties under AS 21.22.065(i),
21.22.170, AS 21.36.320, and 21.36.360(a).

(d)  The director, in reviewing a
transaction under this section, shall
consider whether the transaction comglies
with the standards provided in AS 21.22.080
and whether the transaction may adversely
affect the interests of policyholders.

(e) A domestic insurer shall notify the
director within 30 days of an investment of
a domestic insurer in a corporation if, after
the investment, the total investment by the
insurance holding company system in a
corporation exceeds 10 percent of the
corporation's voting securities.

+ Sec. 40. AS 21.22.090 is amended to read:

Sec. 21.22.090. ADEQUACY OF SURPLUS. For
the purposes of this chapter, in

determining whether an insurer's surplus
as regards policyholders is reasonable in
relation to the insurer's outstanding
liabilities and adequate lo its financial
needs, the following factors, among others,
shall be considered:

(IL the size of the insurer as
measured by its assets, capital and surplus,
reserves, premium writings, insurance in
force, and other appropriate criteria;

Pace 5 4
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AS 21.22.090

Sec. 21.22.090. ADEQUACY OF SURPLUS. For
the purposes of this chapter, in

determining whether an insurer's surplus
as regards policyholders is reasonable in
relation to the insurer's outstanding
liabilities and adequate to its financial
needs, the following factors, among others,
shall be considered:

(1L the size of the insurer as
measured Dby its assets, capital and surplus,
reserves, premium writings, insurance in
force, and other appropriate criteria;

[Comments

Insurer may not conduct a scries of
transactions to avoid thresholds or
review by the division required by law.

Standards for review arc in current
statute and include whether the
transaction is fair and reasonable,
whether records will be maintained to
accurately disclose the transaction, and
whether capital and surplus will remain
adequate.

Domestic insurers shall notify the
director within 30 days if investment in
a corporation by the holding company
system exceeds 10%.

Language changed in (7) from future
policyholder surplus to investment
portfolio as in NAIC model law.

No change
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. (2) the extent to which the
insurer's business is diversified among the
several lines of insurance;

. (3) the number and size of risks
insured in each line of business;

(4)  the extent of the geographical
dispersion of the insurer's insured risk;

. (S) the nature and extent of the
insurer's reinsurance program;

o (6) Lhe quality, diversification, and
liquidity of the insurer's investment
portfolio;

(7)  the recent past and projected
future (rend in the size of the insurer's
iaYMImcul portfolio [SURPLUS
ASREGARDS POLICYHOLDERS);

_ (8) the surplus as regards
policyholders maintained by other
comparable insurers;

(9)  the adequacy of the insurer's
reserves; and

(10)  the quality and Ii%uidit of
investments in affiliates (SUBSIDIARIES)
made under AS 21.21; the director may treat
any such investment as a disallowed asset
for puryoses of determining the adequacy
of surplus as regards policyholders
whenever the director determines the
investment warrants it.
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. (2) the extent to which the
insurer's business is diversified among the
several lines of insurance;

. (3) the number and size of risks
insured in each line of business;

(4) the extent of the geographical
dispersion of the insurer's insured risk;

_ (S) the nature and extent of the
insurer's reinsurance program;

(6) the quality, diversification, and
liquidity of the insurer's investment
portfolio;

(7)  the recent past and projected
future trend in the size of the insurer's
surplus as regards policyholders;

. (8) the surplus as regards
policyholders maintained by other
comparable insurers;

(9) the adequacy of the insurer's
reserves; and

(10)  the quality and Iiguidity of
investments in subsidiaries made under
AS 21.21; the director may treat any such
investment as a disallowed asset for
purposes of determining the adequacy of
surplus as regards policyholders whenever
the director determines the investment
warrants it

|CommentT~

No change

No change
No change
No change

No change

Language changed from future
policyholder surplus to investment
portfolio as in NAIC model law.

No change

No change
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AS 21.22.100(b) is amended lo read;

(b)  Lor purposes of this section, an
extraordinary dividend or distribution
includes a (ANY) dividend or distribution of
cash or other property, the fair market
value of which together with that of other
dividends or distributions made within the
preceding 12 months exceeds the lesser
(GREATER) of (1) 10 percent of the insurer's
surplus as regards policyholders as of
December 31 of the preceding year; or (2)
the net gain from oFerations of the insurer,
if the insurer is a life insurer, or the net
investment income, if the insurer is not a
life insurer, for the 12-month period
ending December 31 of the preceding year,
but docs not include pro rata distributions
of any class of the insurer's own securities.
In determining whether a dividend
or. distribution is. extraordinary. »n
Insurer other than a life insurer
mav carrv  forward net income from
the previous two calendar vears (hat
has..not already, been said out «
dividends. The carrv  forward
provision shall be computed bv

takinn_ the ,.net .income from, the
second and third nreccding calendar
vears. not including realized capital
gains, less dividends paid in the
second and immediate nreceding
calendar  vears.

1/27/92 SxS Paee 5 6
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AS 21.22.100(b)

(0)  For purposes of this section, an
extraordinary dividend or distribution
includes any dividend or distribution of
cash or other property, the fair market
va'uc of which together with that of other
dividends or distributions made within the
receding 12 months exceeds the greater of
Fl) 10 percent of the insurer's surplus as
regards policyholders as of December 31 of
the precedin? year, or (2) the net gain from
operations of the insurer, if (he insurer is a
life insurer, or the net investment income,
if the insurer is not a life insurer, for the
12-month period ending December 31 of the
preceding year; but does not include pro
rata distributions of any class of the
insurer's own securities.

ICnmmrnis

Current salute requires domestic
insurers to notify the director 30 days
prior to payment of an extraordinary
dividend. ~ This addition specifics how to
determine if a dividend is extraordinary.
The threshold is changed to the lesser of
10% of (1) policyholder surplus or (2)
gain from operations from the prior
years.
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* See. 42, AS 21.22 is amended by adding a
new section to read:

Sec. 21.22.105. MANAGEMENT OP DOMESTIC Officers and directors continue to have
INSURERS SUBJECT TO REGISTRATION, (a) liability regardless of a controlling
Notwithstanding the control of a domestic person and shall manage the insurer as a
insurer by any person, the officers and separate entity.

directors of the insurer may not be relieved
of an obligation or liability to which the
officers and directors would otherwise be
subject to by law, and the insurer shall be
managed so as to assure the insurer's
separate operating identity consistent with

this title.
(b) This section docs not preclude a Insurers may share common
domestic insurer from having or sharing a management or properly.

common management or cooperative or
joint use of personnel, properly, or services
with one or more other persons under
arran%ements meeting the standards of

AS 21.22.080.

(c) Not less than one-third of the One/third of the director and members
directors of a domestic insurer registered of committees of the board of directors
under AS 21.22.060 and not less than one- shall not be officers, directors, or
third of the members of each committee of controlling interests. ~ One such person
the board of directors of a domestic insurer shall bcincluded in each quarum of the
registered under AS 21.22.060 shall be boaid of directors.

persons who arc not officers or employees
of the insurer or of an entity controlling,
controlled by, or under common control
with the insurer and who arc not beneficial
owners of a controlling interest in the
voting stock of the insurer or an entity. At
least one person who is not an officer,
employee, or owner of a controlling
interest in stock of an insurer or
controlling entity must be included in a
quorum for the transaction of business at a
meeting of the board of directors or a
committee of the board of directors.
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(d) The board of dircclors of a domestic A committee of the board of directors

insurer shall establish one or more shall consist of those who arc not
committees comprised solely of directors officers, directors or controlling
who are not officers or employees of the interests which shall  be responsible for
insurer or of an entity controlling, auditing, evaluation of officers and
controlled by, or under common control determination of compensation for
with the insurer and who are not beneficial officers.

owners of a controlling interest in (he

voting stock of the insurer or an entity.

The committee or committees shall have

responsibility for recommending the

selection of independent certified public

accountants, reviewing the insurer's

financial condition, the scope and results of

the independent audit, and an internal

audit, nominating candidates for director

for election by shareholders or

policyholders, ~evaluating the performance

of officers that arc principal officers of the

insurer, and recommending to the board of

directors the selection and compensation of

the principal officers.

(e) The provisions of (c) and (d) of this Domestic insurers who are controlled by
section do not apply to a domestic insurer if an insurer that meets these

the person controlling the insurer is an requirements or domestic insurers
insurer having a board of directors and licensed on December 31, 1990 are
committees that meet the requirements of exempt from these requirements.

(c) and (d) of this section, or to a domestic
insurer that holds a certificate of authority
under this title on December 31, 1991.
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* See. 43, AS 21.22.120 is amended lo read: AS 21.22.120

o Sec. 44.
a new subsection to read:

* Sec. 45,
a new subsection to read:

1/27/92 SxS

Sec. 21.22.120. CONFIDENTIALITY. All
information, documents, and copies of the
information and documents obtained by or
disclosed to the director or any other person
in the course of an examination or
investigation made under AS 21.22.110 and
all information reported under AS 21.22.060
tuul— Jill  nreacuuialtion .nolificalipn
information  received under

AS 21.22.065. shall be given confidential
treatment and may not be made public by
the director or any other person, except to
insurance departments of other slates,
without the prior written consent of the
insurer lo which it pertains.  However, if
the director, after givin% the insurer and
its affiliates who would be affected by
publication of the information notice and
opportunity to be heard, determines that
the interests of policyholders, shareholders,
or the public will be served by the
publication of the information, the director
may publish all or any part of the
information in the manner the director
considers appropriate.

AS 21.22.150 is amended by adding

(c) This section docs not apply to a
security that constitutes an acquisition
covered by AS 21.22.065

AS 21.22.160 is amended by adding

(b) This section does not apply to a
security that constitutes an acquisition
covered by AS 21.22.065

Paee 5 9

Sec. 21.22.120. CONFIDENTIALITY. All
information, documents, and copies of the
information and documents obtained by or
disclosed to the director or any other person
in the course of an examination or
investigation made under AS 21.22.110 and
all information reported under AS 21.22.060
shall be given confidential treatment and
may not be made public by the director or
any other person, except to insurance
departments of other states, without the
prior written consent of the insurer to
which it pertains.  However, if the director,
after giving the insurer and its affiliates
who would be affected by publication of the
information notice and opportunity to be
heard, determines that the interests of
policyholders, shareholders, or the public
will be served by the publication of the
information, the director may publish all or
any part of the information in the manner
the director considers appropriate.

Provides that preacquisition information
shall be kept confidential by the
director.



* Sec. 46. AS 21.22.180 is amended by adding
a new subsection to read:

(b) This section docs not apply to a
violation involving a security that
constitutes an acquisition covered by AS

21.22.065
* See. 47. AS 21.22.200 is amended by adding Adds terms and definitions to terms used
new paragraphs to read: in amendments to AS 21.22.

(11)  "acquisition" means an
agreement, arrangement, or activity the
consummation of which results in a person
acquiring directly or indirectly the control
of “another person, and includes the
acquisition of voting securities, assets, bulk
reinsurance, and mergers;

(12)  "highly concentrated" means a
market in which the share of the four
largest insurers is 75 percent or more of the
market;

(13% "insurer" has the meaning
given in AS 21.90.900 and includes a
company or group of companies under
commoP management, ownership, or
control;

(14)  “involved insurer" means an
insurer that either acquires or is acquired,
is affiliated with an acquirer or acquired, or
is the result of a merger;

1/27/92 SxS Paee 6 0
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(15)  "market" or “insurance
market" means direct written insurance
premium in this stale for a line of business
as contained in the annual statement
required to be filed by insurers licensed to
do business in this state; in determining the
relevant product and geographical markets,
the director shall give due consideration to,
am_on?. other things, the definitions or
guidelines adopted by the National
Association of Insurance Commissioners
and to information submitted by Parties to
the acquisition; in the absence of sufficient
information to the contrary, the relevant
product market is assumed to be the direct
written insurance premium for a line of
business, the line being that used in the
annual statement required to be filed by
insurers doing business in this state, and
the Tk'evanl geographical market is
assumed to be this state

(16)  "statement value" means the
value that an insurer is instructed by the
securities valuation office of the National
Association of Insurance Commissioners to
carry on the insurer's financial statement
and that represents an investment.

1/27/92 SxS Pane 6 1



~w* UPL

| Existing  StaluT

»ed  Legislation IComments 4

* Sec. 48, AS 21.27.010 is repealed and AS21.27.010

rccnacicd to read:

Sec. 21.27.010. LICIINSE REQUIRED, (a) A
person may not act as or represent to be an
Insurance producer, managing general
agent, reinsurance intermediary broker,
reinsurance intermediary manager,
surplus lines broker, or independent
adjuster in this state or relative to a subject
resident, located, or to be performed in this

Sec. 21.27.010. LICENSE REQUIRED, (a) A
person may not in this state act as or
represent lo be an agent, general agent,
broker, solicitor, or adjuster unless licensed
by this stale.

Lists persons to be licensed.

Agent, broker, and solicitor licenses are
combined into a single license, the
insurance producer license.  Chapter is
expanded lo include reinsurance
intermediary broker, reinsurance
intermediary manager, and surplus lines

slate unless licensed under this chapter. A broker licenses.  Language "resident,
person may not act as or represent to be a located or to be performed in this slate"
managing general agent, reinsurance added for consistency with.the scope of
intermediary broker, or reinsurance the Title.

intermediary manager representing an
insurer domiciled in this slate regarding a
risk located outside this state unless licensed
by this state.

Requires licensure of managing general
agents, reinsurance intermediary
brokers, and reinsurance intermediary
managers of domestic insurers.

(b) An insurance producer, a managing (b) An agent, general agent, solicitor, or New licensees included.
general agent, a reinsurance intermediary broker may not solicit or take applications

roker, a reinsurance intermediary for, procure, or place for others any kind of

manager, or a surplus lines broker may not insurance for which the person is not

solicit or take applications for, procure, licensed.

Blaqe for others, or otherwise transact

usiness for a kind or class of insurance for

which the person is not licensed.

(c) This section does not apply to a person Moved to new Sec.21.27.011)(i)(4).
securing and forwarding information
required for the purposes of group
insurance covering the unpaid balance, or
remaining payments proposed to be made,
in connection with the purchase of
merchandise or services, if no commission
or other compensation is payable on
account of the insurance to the person.

d) A person that the director determines, Moved to new Sec.2127.440(a).
following an agfrobpriate hearing us
provided in AS 21.06.170—21.06.230, has
violated this section is subject to u civil
penalty of not more than $2,500 for each
violation.
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(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 licensed as a
managing general agent unless the person
only administers claims and is licensed
under this chapter as an independent
adjuster.

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

(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
additionally licensed under this section.

(0 A person who performs management
services for an admitted insurer or admitted
reinsurer is not required to be licensed as a
managing general agent or reinsurance
intermediary manager if the Eerson's
compensation is not based on the volume of
premium written and the person

(1) is a wholly-owned subsidiary of
ihc 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 Slates branch of an alien
admitted insurer; or

Pace 6 3
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AS 21.90.900(13) "general agent"

means a person, firm, or corporation that

(A) has authority to exercise
general supervision over the business, or
any part of the business, of one or more
insurers; and

(B) performs administrative
functions normally performcu by the
insurer including claims administration
and payment, marketing administration,
agent appointment, premium accounting,
premium billing, covcruge verification,
final underwriting authority, and
certificate issuance; "mana?ing general
agent" include a third parly administrator;

AS 21 27.095(b) A person employed on
salary by an insurer, including an officer
or salaried employee performing the same
services as a general agent, is considered to
be a service representative and is not
required lo be licensed.

AS 21 27.095(c)lor purposes of this
section, a person that performs _
management services for an insurer is not
required to be licensed as a general agent if

the person o
(1) is a wholly-owned subsidiary of

the iiiMiici;

(2) wholly owns the insurer; or

~(3) is a wholly-owned subsidiary of
the insurance holding company lhat owns
or controls the insurer.

ICommcnls

Clarifies licensing of third party
administrators.  Reflects contents of
current AS 21.90.900(13) to allow
licensing as adjustci or managing
general agent.

New requirement to register fictitious
name or alias on license.

Relocated from AS 21.27.095(h).  Minor
editorial change.

Relocated from AS 21.27.095(c). Minor
editorial change.  Reinsurance
intermediary manager included.
Exception to license noted.

No change.

No change.

New exception to license noted. Front
NAIC Models.
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(5) is the manager of a group,
association, pool, or organization of
admitted insurers that does joint
underwriting if it is subject to examination
by the authorized insurance regulator in
the slate in which the person's principal
place of business is located.

(g) This chapter does not apply to a
Ferson licensed to practice as an attorney at
aw while this person is acting as an
attorney at law.

(h) A person licensed under AS21.75 as
an attorney-in-fact is not required to be
additionally licensed under this chapter
while acting on behalf of subscribers and
within the scope and authority of a
subscribers agreement of a reciprocal
insurer or exchange licensed under

AS 21.75.

g) This section docs not apply to a person
who

(1) is employed on salary by a
Person licensed under this section solely
or the performance of ac:ounting,
gler.ical, stenographic, and similar office
uties;

Pane 6 4

AS 21.90.900(1). "adjuster- means a person
who, for compensation as an independent
contractor or as an employee of an
independent contractor, or for fee or
commission, investigates and adjusts claims
arisinP under insurance contracts on
behalf of the insurer, but does not include
an attorney al law who adjusts insurance
losses from time to lime incidental to the
practice of law or a salaried employee of an
Insurer

AS 21.00.910 EXCEPTIONS FROM DEFINITIONS.
The definitions of "adjuster," "agent,"
"broker,” "firm," and "solicitor" in AS
21.90.900 do not include

. {2)_ the attorney-in-fact of a _
reciprocal insurer, or the salaried traveling
representative of a reciprocal or mutual
|bnsqrer not compensated on a commission
asis.

AS21.90.910 EXCEPTIONS FROM DEFINITIONS.
The definitions of "adjuster,” "agent,"
"broker,” "linn," und "solicitor" in AS
21.90.900 do not include

(1) individuals employed and used
by agents for the performance of clerical,
stenographic, and similar office duties;
incidental taking of an application for
insurance from time to time in the office of
the employing agent if the employee's
compensation is not contingent upon or
related to the volume of applications,
insurance, or premiums

New exception to license noted. From
NAIC Models.

Exempts attorney at law when practicing
law from additional license requirement
of this chapter.

Attorney-in-fact is licensed under AS
21.75 per NAIC Model. This aragraph
moved from definition in AS 21.90.900(2).

Moved from AS 21.90.910(1)



G 0 sed

1/27/92  SxS

Legislation

(2) only secures and forwards
information required for the purposes of
group insurance covering the unpaid
balance, or remaining payments proposed
to be made, in connection with the
purchase of merchandise or services, if the
person receives no compensation, directly
or indirectly, arising out of or in any way
relating to the insurance transactions;

(3) is employed on salary by a
licensee, is supervised by and reports
directly to a licensee in the firm at the
licensee's place of business, and who, after
disclosure that the person is not licensed,
may

A) furnish premium
estimates from published or printed
lists of standard rates if the person
does not advise, counsel, or suggest
what coverage may be needed, or
otherwise solicit insurance coverage;

(B) arrange appointments
for a licensee if the person docs not
solicit insurance coverage;

(C)  record information from
an aEplicant or policyholder and
complete for the licensee's personal
review and signature, a certificate of
insurance that is not a contract of
insurance;  the licensee's signature
may be by facsimile.

(D) inform a policyholder of
the type of coverage shown in the
licensee's policy record if the person
does not advise that an event or
hypothetical event is or is not
covered; or

Paae 6 5

AS 21.27.010.(c) This section docs not apply
lo a person securing and forwarding
information required for the purposes of
group insurance covering the unpaid
balance, or remaining payments proposed
to be made, in connection with the purchase
of merchandise or services, if no
commission or other compensation is
payable on account of the insurance to the
person.

Taken from AS 21.27.010(c)

Clarifies activities that may be
performed by unlicensed individuals.

See comment for Sec 21.27.010(i)(3)
above.

Sec comment for Sec 21.27.010(i)(3)
above.

See comment for Sec 21.27.010(i)(3)
ahove.

Sec comment for Sec 21.27,010(i)(3)
above.



. (l) in the physical presence See comment for Sec 21.27.010(i)(3)
0i the licensee, record information above.
from an applicant or policyholder

and completes for a licensee's

personal review and personal

signature, applications, binders,

endorsements, or identification cards

if the person discloses to the

applicant or policyholder that the

inormation.ﬁrovid.ed may be

reviewed with a licensee; or

i) In addition to the business activities
expressly exempt from licensing under this
section, the director may adopt re%ulations
that exempt other activities from the
licensing requirements of this section.

» Sec. 49. AS 21.27.010(0 is repealed and
reenacted to read:

(0 A person who performs management This section replaces proposed AS
services for an admitted insurer or admitted 21.27.010(0 in Sec. 48 above as of
reinsurer is not required to be licensed as a January 1, 1994, The difference in
managing general agent or reinsurance effective dates reflects reciprocity with
intermediary manager if the Rerson's other NAIC accredited states. See
compensation is not based on the volume of comments in Sec. 2. See Sec 223.

premium written and the person

(1) is a wholly-owned subsidiary of See Sec. 49 comments above.
the admitted insurer;

(2)  wholly owns the admitted Sec Sec. 49 comments above.
insurer;

(3) is a wholly-owned subsidiary of See Sec. 49 comments above.

the insurance holding company that owns
or controls the admitted insurer;

(4) is a United States manager of See Sec. 49 comments ahove.
the United States branch of an alien
admitted insurer; or

1/27/92 SxS Paee 6 6
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(5) is the manager of a group,
association, pool, or organization of
admitted insurers that docs 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 and the
Insurance regulator is accredited by the
National Association of Insurance
Commissioners.

* Sec. SO. AS 21.27.020 is amended to read:

Sec. 21.27.020. GENERAL QUALIFICATIONS
FOR LICENSE. For the protection of the
people of this state, the director may not
Issue or renew a license except in
compliance with this chapter and mav not
issue.a_licensc to a person, or to be
exercised by a person, found hy the director
to be untrustworthy, incompetent, or who
has not established to the satisfaction of the
director that the person is qualified under
this chapter.

Paee 6 7

AS 21.27.020

Sec. 21.27.020. GENERAL QUALIFICATIONS
FOR LICENSE. For the protection of the
people of this state, the director may not
Issue a license except in compliance with
this chapter lo a person, or to be exercised
by a person, found by the director to be
untrustworthy, incompetent, or who has
not established to the satisfaction of the
director that the person is qualified under
this chapter.

Sec Sec. 49 comments above.

Minor editorial changes to reflect

proposed biennial
process.

renewal

license



+ Ste. 51.
new subsections lo read:

1/27/92 SxS

AS 21.27.020 is amended by adding

To qualify for issuance or renewal of
an individual or individual in the firm
license, an applicant or licensee shall
comply with this title and

(1) be 19 years of age or older with
a high school or General Education
Development diploma or equivalent;

(2) if for a resident license, be a
bona Tide resident before issunce of the
license and actually reside in the state;

(3) successfully pass an
examination required under AS 21.27.050;

(4) be a trustworthy person;

(5) not use or intend to use the
license for the (Purpose principally of
writing controlled business, as defined in
AS 21.27.030;

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

(c) To qualify for issuance or renewal of a
license as a firm insurance producer a f|rm
managing general agent a firm
reinsurance intermediary broker, a flrm
reinsurance intermediary manager, firm
surplus lines broker, or a firm mdependent
aﬂju|s|ter license, an applicant or licensee
sha

(1) comply with (b)(4) and (5) of
this section:

Paee 6 8

AS 21.27.090(a) To qualify for an agent,
general agent, broker, solicitor, or adjuster
||c|ense dan applicant shall comply with  this
title an

AS 21.27.090(a)(1) be 19 years of age
or older with a high school or General
Education Development diploma or
equivalent;

AS 21.27.090(a)(2) if for a resident
license, be a hona fide resident before
issuance of the license and actually reside
in the state;

AS 21.27.090(a)(3) successfully pass
any examination required under AS
21.27.060;

AS 21.27.090(a)(4) be a trustworthy
person;

AS 21.27.090(a)(5L not use or intend
to use the Ilcense.f.or (he purFose
prmmpalg wntmg controlled  business,
as defined in AS 21.27.030;

AS 21.27.090(a)(6) not have .
committed an act that is a ground for denial,
SL{S 7en451|<())n or revocation set out in AS

AS 21.27.090(d) To qualify for a firm agent
or broker license an applicant must comply
with this title and

AS 21.27.090(d)(1) comply with (a)(4)
and (5) of this section;

Relocation of AS 21.27.090.

Relocation of AS 21.27.090(a).
No change.

Relocation of AS 21.27.090(a).
No change.

Relocation of AS 21.27.090(a).
No change.

Relocation of AS 21.27.090(a)
No change.

Relocation of AS 21.27.090(a).
No change.

Relocation of AS 21.27.090(a).
No change.

Relocation of AS 21.27.090(a).
Substantially similar.

Relocation of AS 21.27.090(d).
Reflects revised types of licensees.

Relocation of AS 21.27.090&;1).
Rellects revised types of licensees.
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(2)  have the principal or manager
licensed as an individual in the firm;

(3) if a corporation or partnership.

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

_(13) disclose to the director
al) officers, directors, or partners,
and whether or not they are licensed;

(C) designate a licensed
officer or partner responsible for
the firm's compliance with the
insurance statutes and regulations of
this slate; and

(D) provide lo the director
documents necessary to verify the
information contained in or made in
connection with the application;

(4)  notify the director within 30
days in writing by certified mail of a
change in a principal or manager of the
firm “or the termination of employment of
an individual in the firm licensee.

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

(e) If the director finds that the alpplicant
or licensee is qualified and that application,
license, or renewal fees have been paid, the
director may issue or renew the license.

Pace 6 9

| Existing

Statum i1 -

~AS 21.27.090(d)(2) if a corporation,
maintain a lawfully established place of
business in (his state, except as provided in
AS 21.27.210.

AS 21.27.3811(c) A license continues in
force if, in addition to meeting the other
requirements of this chapter, the individual
licensee, or, if a firm licensee, the principal
or manager demonstrates to the director
that the licensee continues to meet
additional educational requirements (hat
the director prescribes by regulation.

IComments

Reflects current procedure.

Relocation of AS 21.27.090(d)(2).

Reflects current procedure.

Hslablishcs person in the firm who is
point of contact wi'h Division of
Insurance.

Reflects current procedure.

listablishes timeliness standards for
reporting changes lo Division of
Insurance.

Relocation of AS 21.22.380(e).



IComments

(0 A licensed individual in the firm who
changes employers remains licensed under
this chapter pending the issuance of a new
license If the licensee otherwise meets the
requirements of this .naptcr.

* See. 52 AS 21.27. is amended by adding a
new section to read:

See. 21.27.025. REQUIRED NOTICE HY
LICENSEE, (a) A licensee shall notify the
director within 30 days in writing by
certified mail of a change in residence,
employment that is licensed under _this
chapter, place of business, mailing
address, or phone number; a suspension
or revocation of a license by another state
or jurisdiction; or a conviction of a
misdemeanor or felony,

(b) A principal or manager shall notify
the director in writing within 30 days of a
termination of employment of a licensed
individual in the tirm.  Notice required
under this subsection must include the
licensee's name; the firm's name and
address; the dale of hire, self-employment,
or termination; and other information
required by the director.

(c) In addition to any other penalt
provided by law, a failure to notify the
director as required by this section is cause
for denial, nonrcncwal, suspension, or
revocation of a license

27/92 sSxs Paee 70
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« Sec. 53, AS 21.27.030(a) is repealed and AS 21.27.030(a)
reenacted to read:

(a) "the director may not issue ari (a) The director may not grant an agent, Revised to reflect biennial license.
insurance producer, a managingi general general ugcnt, solicitor, or broker license to
agent, or a surplus lines broker flicense to a a person if the director has reasonable
Ferson if the director has reasonable cause cause to believe that the applicant for the
0 believe that the applicant for the license license would, during the 12-month period
would, during the 12-month period immediately following issuance of the
immediately following issuance of the license, receive an aggregate amount in
license, earn or receive an aggregate commissions represented Dby the controMcd
amount in commission, service fees, business that exceeds the aggregate amount
brokerage, or othc' valuable consideration, of commissions represented dv all other
directly or indirectI%, b)ﬁ whatever name insurance business that would be procured
culled, represented by the controlled by or through the applicant.

business that exceeds 50 percent of the
aggregate amount of compensation,
commission, service fees, brokerage, or
other valuable consideration represented
by all other insurance business that would
be procured by or through the applicant.

« See. 54, AS 21.27.030(c) is repealed and
reenacted to read:

(c) A licensee may not earn or receive an (c) The director may revoke an agent, Expressly prohibits the activities for
aggregate amount in commission, service general agent, solicitor, or broker license if which the director may not issue a
fees, “brokerage, or other valuable the director has reasonable cause to believe license in AS 21.27.030(a) above.
consideration, directly or indirectly, hv that during either of the two preceding

whatever name called, represented by the calendar years the aggregate amount of

controlled business that exceeds 50 percent commissions represented bK the controlled

of the aggregate amount in compensation, business procured by or through the

commission, service fees, brokerage, or licensee exceeded the aggregate amount of

other valuable consideration represented commissions represented by all other

by all other insurance business in a insurance business procured by or through

calendar year. the licensee.

« Sec. 55. AS 21.27.030 is amended by adding
a new subsection to read:

(e) In addition to any other penalty Relocation of penalty provisions.
provided by law, a person who violates this

section is subject to the penalties provided

under AS 21.27.440(a).

1/27/92 SxS Paee 7 1



+ See. 56. AS 21.27.040(a) is amended to read: AS 21.27.040(a)

(a) A(j)plication for a license shall be made (a) A(fplication for a license shall be made Clarifies that data provided in the
to the director upon forms prescribed and to the director upon forms prescribed and application process must be truthful.
furnished by the director. As a part of or in furnished by the director. As u part of or in Reflects hiennial renewal license.
connection with the application* the connection with the application, the
applicant shall furnish information applicant shall  furnish information
concerning the identity, personal history, concerning the —identity, personal history,
experience, business record, purposes (qj experience, business record, purposes, and
the aoDlicuni f.| and other pertinent facts other pertinent facts concerning the
concerning the applicant that the director applicant that the director may reasonably
mav reasonablv rcauire.  The uDnlicunt require.
shall declare...under .penalty, of
denial. nonrenewal, susnension. or
revocation of a license issued bv the
director that the stitements made in
or in connection with the
application arc true, tflrr.ee.lt_.und
complete to the hcst of the
applicant's-.lup.tfledac.. .and. _ belief-

Payment of an application fee
established under ~'AS 21.06.250 must

be submitted with the annlicatlon.

* Sec. 57. AS 21.27.040(c) is amended to read: AS 21.27.040(c)

(c) In .addition, to. any. other penalty (c) A person wilf.ullr misrepresenting a Editorial changes.
provided bv law. a fAl person wilfullv fact required lo be disclosed in the

misrepresenting a fact required to be application is subject to the penalties

disclosed in or in connection with the provided for in this title.

application or other information

required bv this section is subject to

the penalties provided for under

AS 21.27.440(a) (IN THIS TITLE].

+ Sec. 58, AS 21.27.040 is amended by adding
a new subsection to read:

(d? The director may require an apﬁlicant Reflects current procedure.  Moved from
or licensee at any time, including at the AS 21.27.050(h).

time of license renewal, to supply current

information of the type made in or

supplemental to an application.

127192  SxS  Pace 7 2
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To be repealed. Sec Sec. 221.

To be repealed. See Sec. 221.

* Sec. 59, AS 21.27.060 is repealed and
reenacted to read:

Sec. 21.27.060. EXAMINATION OF
APPLICANTS AND LICENSEES, (a) Except as
provided in this chapter, an applicant for
an individual license and a principal or
manager applicant for a firm license shall,
before the issuance of the license,
personaly take and pass, to the satisfaction
of the director, an examination that tests
the knowledge and competence of the
applicant as to the applicant's duties and
responsibilities as a licensee and the

insurance laws and regulations of the state.

Taae 7 3

| Existing  Stalul

AS 21.27.050 ONE FILING OF PERSONAL
DATA SUFFICIENT, (a) The Filing of personal
data by an individual in connection with
one application for an agent or general
agent license is sufficient, regardless of the
number of insurers to be represented or the
number of subsequent applications by the
same applicant.

(b)  The director may require a licensed
agent, general a%ent, solicitor, broker, or
adjuster, to supply the information called
for in an application for a license.

*AS 21.27.060

AS 21.27.070 SCOPE OF EXAMINATION.(a)
Each examination shall be as the director
prescribes and shall be of sufficient scope
reasonably to test the applicant's knowledge
relative to the kinds of insurance which
may be dealt with under the license applied
for, and of the duties and responsibilities of,
and laws of this slate applicable to the
licensee.

AS 21.27.060. EXAMINATIONS OF
APPLICANTS (a) An applicant for an
individual license as agent, general agent,
broker, solicitor, or adjuster shall, before
the issuance of the license, personally take
and pass, to the satisfaction of the director,
an examination given by the director as a
test of the qualifications and competence of
the applicant.

IComments

Removal requested because  section
causes procedural inefficiencies.

Moved to AS 21.27.040(d).

Clarifies  principal and  manager
licensure as individuals in the firm.
Incorporates AS 21.27.070(a).



