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f T r o ^  Legislation I Existing Statute I C o m m e n t s  # • '

( i )  In a jud ic ia l  o r  adm in is tra t ive 
p roceed ing a f ind ing o f  fact made in an 
e x am in a t io n  repo r t  ip p r o v e d  under 
A S  2 1 . 0 6 . 1 5 0 ( b ) ( 1 )  is p r ima fac ie  ev idence o f  
the fact .

States that f ind ings o f  fact in a public 1 
exam ination repo r t  may be used in nny 
p r o c e e d i n g s .

•  Sec. 10. A S  2 1 .0 6 . 1 5 0  is repea led  and 
reenacted to read:

• A S  2 1 . 0 6 . 1 5 0

Sec. 2 1 .0 6 .150 .  EX A M IN A T IO N  R E PO R T S ,  (a ) 
A n exam ina t ion  report m ay o n ly  cons is t o f  
facts appearing upon the b ook s ,  reco rds , o r  
o the r  documents  o f  the exam ined  c om pany ,  
the c om pany ’s agents, o r  o th e r  persons 
exam ined , o r  facts dete rm ined f r om  the 
tes t imony o f  o f f i c e r s ,  agents , o r  other 
p e r s on s  exam in ed  conc e rn in g  the com pany 's  
a f fa i r s ,  and the conc lu s ion s  and 
re com m enda t io n s  that the exam ine rs  f ind 
re a son ab ly  warran tr  : f r o m  the facts.

Sec. 2 1 .0 6 .150 . EX A M IN A T IO N  R E PO RTS ,  (a ) 
T he  pe rson conduct ing  an exam ina t io n  sha l l  
make a fu l l  report  o f  each exam ination , 
ve r i f ied  by the oath o f  the exam ine r .

( b )  The  repo r t  sha l l  comprise o n ly  facts 
appearing f r om  the book s ,  papers , records , o r  
documents o f  a person being exam ined , or 
ascerta ined f r om  the test imony under oath, o f  
in d iv idua ls  c once rn ing  its a f f a i r s ,  and 
c on c lu s io n s  and r e c om m end a t io n s  w a rran ted  
by the facts.

AS 2 1 . 0 6 .1 5 0  is s im ila r to 2 1 .0 6 .1 5 0  (b )  in 
current statute - sets out what may be 
inc luded in the exam ination  report .

(b )  The  exam iner sha l l  f i le  with the 
d iv is ion  a proposed written report  o f  an 
e x am ina t io n ,  s igned by the exam ine r  under 
oath , not later than 6 0  days fo l l ow in g  the last 
day o f  examination f ie ld  w o rk . The  period fo r  
f i l in g  the p roposeu repo r t  m ay be extended 
f o r  6 0  add it iona l days upon app rova l o f  the 
d i rec to r .  Upon  receip t o f  the p roposed report  
the d iv is io n  sha l l  t ransmit the repo r t  to  the 
pe rson being exam ined , toge the r with a 
notice that g ives the person being exam ined  a 
r ea sonab le  oppo rtun ity  o f  not m ore  than 3 0  
days to make a written subm iss ion  o r  rebutta l 
with respect to matters conta ined in the 
p roposed  exam ination repo r t .  W ith in  3 0  days 
o f  the end o f  the period a l low ed  fo r  the 
rece ip t o f  writ ten submis : ~ns o r  rebu t ta ls , 
the d i re c to r  sh a l l  f u l l y  cons ide r  and rev iew  
the repo r t ,  together with any written 
subm iss ions  o r  rebutta ls , and any re le van t  
po r t ion s  o f  the exam iner's  w o rk  papers and 
en te r an o rd e r

(c )  T he  d irec to r  sha l l  fu rn ish a c opy  o f  the 
p roposed report  to the person exam ined  not 
less than 2 0  days be fo re  f i l ing  the report in 
the o f f i c e  o f  the d irector . I f  the person 
exam ined  so requests in writ ing with in the 
2 0 -d ay  pe r iod , the d i rec to r sha l l  grant a 
hearing with respect to the repo r t ,  and sha l l  
not f i l e  the repo r t  unti l a f te r  the hearing and 
a f te r  such mod i f ic a t ion s ,  i f  any , have been 
made therein as the d i rec to r  cons ide rs  
p r o p e r .

L im its the period o f  l ime to 6 0  days in 
which a report  must be presented to the 
d i rec to r a f te r  f ie ld  wo rk  is comp lete , 
p rov ides 3 0  days fo r  the person being 
exam ined to p rov ide  written response to 
the report , and prov ides another 30  days 
f o r  the d i rec to r  to rev iew the report and 
response and issue an order accepting o r  
re jec t ing the report  o r  setting a date fo r  
hearing to g e l  add it iona l in fo rm a t ion .
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( 1 )  app rov ing  the exam ination 
repo r t  as f i led  o r  app rov ing  the exam ina tion  
rep o r t  w ith  m od i f ic a t io n  o r  c o r rec t ion s ;

S e c  comments on  AS 2 1 . 0 6 . 1 5 0 (b )  above.

( 2 )  re jec t ing  the exam ination  
repo r t  w ith d irec t ions to the exam ine rs  to 
reopen  the exam ina t ion  fo r  the purpose o f  
ob ta in ing  add i t ion a l data , documenta t ion , o r  
in fo rm a t i o n  and r e f i l i n g  the repo r t  under 
th is subsec t ion ; o r

See  comments on  A S  2 1 . 0 6 . 1 5 0 (b )  above.

( 3 )  sett ing a hearing under 
A S  2 1 . 0 6 . 1 8 0  f o r  pu rposes o f  obta in ing 
a d d i t i o n a l  i n f o rm a t i o n .

See comments on  A S  2 1 . 0 6 . 1 5 0 (b )  above.

(c )  In  the event the d i rec to r determines 
that re gu la to ry  act ion  is approp r ia te  as a 
re su l t  o f  an exam ina t ion , the d i rec to r  may 
init iate p roceed ings as p rov ided  by law . The 
d ire c to r  may use and, i f  appropr ia te , make 
pub l ic  an exam ina t io n  repo r t ,  w o rk  papers o r  
o the r  documents ,  the tes t imony o f  the 
e x am in e rs ,  o r  o t h r r  in f o rm a t i o n  d iscove red  
o r  d e ve loped  du r ing  the cou rse  o f  an 
exam ina t io n  in a ju d ic i a l  o r  adm in is tra t ive  
p roceed ing , whe the r  o r  not a writ ten report  
o f  the exam ina t ion  at the time has bee r  made, 
t ransm itted , o r  app roved  by the d i rec to r .

(d )  T he  d irec to r and exam iners may at any 
t ime tes t i fy  and o f f e r  o ther p rope r  ev idence 
as to in fo rm a t io n  secured dur ing the course 
o f  an exam ina t ion , whether o r  not a written 
repo r t  o f  the exam ination  has at that time 
been made , se rved , o r  f i led  in the director's 
o f f i c e .

( 0  The  d irec to r  may publish the 
exam ina tion  repo r t  o r  asummary o f  it in one 
o r  m o re  newspapers in the s late on a 
de te rm ina t ion  that the pub l ica t ion  is in the 
p u b l ic  in te re s t .

G ives  the d i rec to r authority to use 
in fo rm a t io n  re la ted to the exam ination 
in a lega l p roceeding .

( d )  T h e  d irec to r  may d isc lose  the content 
o f  an exam in a t io n  rep o r t ,  p re l im in a ry  
exam ina t ion  rep o r t  o r  resu lts , o r  a matter 
re la t ing  to it to the insurance d iv is ion  o f  this 
o r  another state o r  coun try . Except as a l lowed 
by this subsection o r  other p rov is ion  o f  law , 
the d i rec to r  may not d isc lose  the contents o f  a 
p r e l im in a r y  e x am in a t io n  re p o r t  b e fo r e  the 
report  is f i led  in the o f f i c e  o f  the director 
under A S  2 1 . 0 6 . 0 6 0 .

A S  2 1 . 0 6 . 1 3 0 ( b )  The d irec to r may 
w i th h o ld  f r o m  pub l ic  inspection  
in fo rm a t io n  ob ta ined  under this sec tion f o r  
so  long  as the d i rec to r considers the 
w ithho ld ing  to he necessary f o r  the 
p ro tec t ion  o f  the person exam ined  against 
unwarranted in ju ry  o r  to be in the pub l ic  
i n t e r e s t .

A l l o w s  the d i rec to r  to communicate 
e x am in a t io n  in fo rm a t i o n  to insurance 
re gu la to rs  in o th e r  ju r i sd ic t io n s .  
O the rw ise  the exam report  is con fidentia l 
unti l f i led  in the o f f i c e  o f  (he director as 
a pub l ic  document .

( e )  A n  o rd e r  entered under ( b ) ( 1 )  o f  this 
section must be accompan ied by f ind ings o f  
fac t and conc lu s ion s  o f  law resu lt ing  f rom  
the d irec to r 's  cons ide ra t ion  and rev iew  o f  the 
exam in a t io n  r e p o r t ,  r e le v an t  e x am in e r  w o rk  
pape rs , and written subm iss ion s  o r  rebutta ls .

T he  o rde r  o f  the d i rec to r  regarding 
acceptance o f  the exam  report under (b )  
must have find ings o f  fact and 
conc lu s ion s  o f  law .
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( 0  W ith in  3 0  days o f  the receipt o f  the 
app roved  repo r t ,  the person exam ined  sha l l  
f i l e  a f f id av i t s  executed by each d i rec to r  and 
the c h i e f  execu t iv e  o f f i c e r  o r  equ iva len t  
o f f i c e r  stat ing under oath that they have 
received and rev iewed a copy  o f  the approved 
repo r t  and re la ted  o rde rs .

P ro v id e s  that 3 0  days a fter the approved 
repo r t  is rece ived by the licensee , the 
l icensee must f i l e  a f f id av i t s  f r om  each 
d i rec to r  and the ch ie f  execu t iv e  o f f i c e r  
stat ing that they have rev iew ed the 
r e p o r t .

(g )  The d irec to r may w ithho ld a 
d ocum en t ,  in f o rm a t i o n ,  accoun t ,  reco rd ,  
exam ina t ion , o r  rep o r t  f r om  the pub lic  
inspection f o r  as long as the d i rec to r  f inds 
the w ithho ld ing  is necessary to pro tect a 
pe rson against unwarran ted in ju ry  o r  is in 
the pub l ic  in terest .

( e )  T he  d irec to r  may w ithho ld  f r om  public  
in spec t io n  docum en ts ,  i n f o rm a t io n ,  accoun ts ,  
o r  reco rd s  rece ived  du r ing  an exam ina t ion  or 
inves t iga t ion , and an exam ination  o r  
inves tiga t ion  reports , fo r  as long as the 
d i re c to r  f ind s  the w ithho ld ing  to be 
necessary f o r  the p ro tect ion  o f  a person 
against unwarranted in ju ry  or to be in the 
p u b l ic  in te re s t .

Same as current 2 1 . 0 6 . 1 5 0  ( e ) .

*  Sec . 11 . A S  2 1 . 0 6 . 1 6 0 (b )  is amended to read: AS  2 1 . 0 6 . 1 6 0 (b )

(b )  T he  d irec to r sha l l  pay into the 
genera l fund o f  the sta le a l l  m oney  rece ived 
under (a )  o f  this section . Instead o f
sharglflg and caliming Uu costs and
e ap  c a s t a  a f  Hu? e x a m i n a t i o n  t i i u k i  L«)
o f  this section [M A K IN G  A  D E P O S IT  IN TO  
T H E  G E N E R A L  F U N D ] ,  the d irector may g iv e
w r i t t e n  a u t h o r i z a t i o n  f p r  [ O R D E R ]  the
person exam ined  to make d irec t  payment to 
the contract exam ine r  f o r  a l l  o r  part o f  the 
con t rac t  exam ine r 's  c om pen sa t io n  o r  
e x p e n s e s . T he  contract between the stale 
and a contract exam ine r  w ho  w i l l  receive 
d irec t payment under this subsect ion  must 
requ ire  that the e x am ine r  p r o v id e  the 
d irector with a copy o f  each b i l l in g  f o r  the 
e x a m i n a t i o n .

(b )  The  d irector sha l l pay into the 
gene ra l fund o f  the state a l l  m oney received 
under (a )  o f  this section . Instead o f  making a 
depos i t  in to  the genera l fund , the d i rec to r  
may o rde r ,  the person exam ined to make 
d irec t  payment to the contract exam ine r  l o r  
a l l  o r  pu r l o f  the contract examiner's 
compensa t ion . The  contract between the state 
and a contract exam ine r  who w i l l  rece ive  
d i rec t  paym en t under (his subsection must 
r equ i re  that the exam ine r  p ro v id e  the 
d i rec to r  with a copy o f  each b i l l in g  fo r  the 
e x a m i n a t i o n .

A l low s  the d irec to r to p rov ide  f o r  direct 
paymen ts  to the exam ine r  th rough 
written au tho r iza t ion  instead o f  by 
o r d e r .
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•  Sec. 12 . A S  2 1 .0 6 . 1 6 5  is amended by adding 
a new subsection to read:

(d )  Except as p rovided in this section, a 
person may not bring z c i v i l  action i f  the 
c iv i l  ac t ion  arises out o f  communicat ing  o r  
d e l iv e r ing  in fo rm a t ion  to the d i rec to r ,  a 
rep resen ta t ive o f  the d i rec to r ,  o r  an 
e x am in e r  p e r f o rm in g  an exam in a t io n  
under th is t i t le . .

L im it s  l i a b i l i t y  f o r  persons 
c om m u n ic a t in g  in fo rm a t i o n  du r in g  an 
e x a m i n a t i o n .

* Sec. 13 . A S  2 1 . 0 6 . 1 8 0  is amended by adding 
a new subsection to read:

(d )  I f  the parties agree, the d irec to r may 
conduct a hearing under this section by 
t e l e c o n f e r e n c e .

A l low s  the d i rec to r to conduct a hearing 
by t e le c o n fe r e n c e .

•  Sec. 14 .  A S  2 1 . 0 9 . 0 9 0 ( a )  is amended to read: AS 2 1 .0 9 .0 9 0 (a )

( a )  Th is  section applies to a l l  insurers 
(O THER  TH A N  T IT L E  IN SU R E R S ) .

(a )  This section applies to a l l  insurers 
o th e r  than t i t le  insu re rs .

A l low s  the section on trust deposits to 
app ly  to a l l  insurers inc lud ing  T i t le  
I n s u r e r s .

*  Sec . 15 . A S  2 1 . 0 9  is amended by adding a 
new section to read:

Sec. 21 .0 9 .175 .  O R D E R  UPON  
DETERM INAT ION  OE HAZA RDO US  COND IT ION . 
The  d ire c to r  may adopt regu la t ions  that 
estab l ish when the con t inued  ope ra t ion  o f  
an in su re r  t ransacting business in this 
state is hazardous to the po l ic yho ld e rs ,  
cred ito rs , o r  the gene ra l pub l ic .  The 
d irector may orde r  an in su re r  to l im i t  o r  
change the insu re r 's  bus iness p rac t ices , 
increase the insu re r 's  cap i ta l  and su rp lus , 
o r  f i l e  add it iona l reports with the d i rec to r . 
I f  an insurer is sub ject to  an o rde r  under 
this section , the insu re r m ay  request a 
hear ing under A S  2 1 . 0 6 . 1 8 0 .

G ives  the d i rec to r  au tho r iza t ion  to 
dete rm ine i f  an insurer is hazardous to 
p o l i c y h o ld e r s  and o rd e r  app rop r ia te  
act ion . The  insurer may request a 
hea r ing on the o rde r .
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* Sec . 16 . A S  2 1 . 0 9 . 2 1 0 (b )  is amended lo  read: AS  2 1 .0 9 .2 1 0 (b )

( b )  Each insurer , and each fo rm e r ly  
au tho r ized  in su re r  w i lh  rcspec i to 
p rcm iun .s  rece ived  w h i le  an au tho r ized  
insu re r in (h is state, sha l l  pay a tax on the 
tota l d irect p rem ium  income rece ived 
du r ing  the y ea r  end ing on the p receding 
Decembe r 31 and paid f o r  the insurance o f  
p rope r ty  o r  r i s k s  resident o r  located in the 
s la te  o ther than w . i  marine and 
t ra n sp o r ta t io n  in su rance , a f t e r  deduc t ing  
f r om  the to ta l direct p rem ium  income the 
a p p l i c a b le  c a n c e l la t i o n s ,  r e tu rn ed  
p rem ium s , the unabsorbed p o r t io n  o f  any 
depos it  p rem ium , a l l  p o l ic y  d iv idends , 
unabso rbed  p rem ium s re funded  to 
p o l ic y h o ld e r s ,  re fu nd s ,  s av ing s ,  sav ings 
coupons , and othe r  s im i la r  re tu rns paid o r  
credited to p o l ic yh o ld e rs  w ith respect to 
the ir po l ic ies . N o  deductions m ay  be made 
o f  cash su r rende r  va lue  o f  p o l ic ie s .  
C on s id e ra t io n s  rece ived  on annu ity  
contracts are not inc luded in the direct 
p rem ium  income and are not sub ject to tax. 
The  tax sha l l be paid to the d irec to r 
ann u a l ly  on  o r  be fo re  M a r c h  I  1A P R IL  11. 
and is computed at the rate o f

(b )  Each insurer , and each fo rm e r ly  
au tho r ized  insu re r w ith respect to 
p rem ium s rece ived  w h i le  an auth ’r i r  d 
insurer in th!s state, sha l l  pay a tax on the 
to ta l d irec t  p rem ium  income rece ived 
du r ing  the yea r  end ing on the p receding 
December 31 and paid f o r  the insurance o f  
p rope r ty  o r  r isks  resident o r  located in the 
state o the r  than wet mar ine  and 
t ra n sp o r ta t io n  in su rance ,  a f t e r  d educ t ing  
f rom  the tota l direct p rem ium  income the 
a p p l i c a b le  c a n c e l l a t i o n s ,  re tu rned  
p rem ium s , the unabsorbed po r t ion  o f  any 
depos it  p rem ium , a l l  p o l ic y  d iv idends , 
unabso rbed  p rem ium s re funded  to 
p o l i c y h o ld e r s ,  re fu nd s ,  sav ings ,  sav ings 
coupons , and other s im i la r  returns paid o r  
c red ited to p o l ic yh o ld e rs  with respect to 
their po l ic ies . N o  deductions may be made 
o f  cash surrender va lue  o f  po l ic ie s .  
C on s id e ra t io n s  rece iv ed  on annu ity  
contracts arc not inc luded in the d irec t 
p rem ium  income and arc not sub ject to tax. 
The tax sha l l be paid to the d i rector 
annua l ly  be fo re  A p r i l  1, and is computed at 
the rate o f

M ove s  the payment date o f  prem ium 
taxes f rom  Ap r i l  1 to March 1 to match 
the date f o r  rece iv ing  annua l f in anc ia l  
s tatements and fees.

( 1 )  f o r  domestic and fore ign 
insu re rs , excep t  hosp ita l and m ed ica l 
se rv ic e  co rp o ra t io n s ,  2 . 7  percent ;

( 1 )  f o r  domestic and fo re ign 
insu re rs , except hosp ita l and med ica l 
s e rv ic e  co rp o ra t ion s ,  2 . 7  percent;

N o  change.

( 2 )  f o r  hospita l and medica l serv ice 
co rpo ra t ion s ,  s ix  percent o f  the ir  g ross 
p rem iums less c la im s paid.

( 2 )  lo r  hospita l and medica l serv ice 
co rpo ra t ion s ,  six percent o f  their gross 
p rem ium s less c la im s paid.

N o  change.
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* Sec . 1 7 .  A S  21 .0 9 .7 .1 0 (d )  is amended lo  read: AS 21 .0 9 .2 1 0 (d )

( d )  An au thor ized  in su re r  sh a l l ,  with 
respec t  to a l l  wet m a r ine  and t ransporta tion 
con t rac ts  writ ten in this s la te  du r ing  the 
p reced ing  c a lenda r  yea r ,  on o r  b e fo re  
M a r c h  1 [A P R I L  11 o f  each year, pav lo  the 
d i re c to r  a tax o f  three-quarte rs o f  one 
p e rcen t  on its g ross  unde rw r i t ing  p ro f i t .
T h e  gross underw r i t ing  p r o f i t  is computed 
by deducting f r om  the net p rem iums [ ( I .E . ,  
G R O SS  PRE M IU M S  LE S S  A L L  RET U R N  
P R E M IU M S  A N D  P R E M IU M S  FO R  
R E IN S U R A N C E ) , ]  on wet mar ine and 
t ran spo r ta t ion  in su rance  con t rac ts ,  the net 
losses paid [ ( I .E . ,  G R O SS  LO SSES  PA ID ,  LESS  
SA LV A G E  A N D  REC O V ER IE S  ON  RE IN SURAN CE  
C E D E D ) ]  dur ing the ca lendar yea r under the 
contracts . In the case o f  an insurer issuing 
p a r t ic ip a t in g  con t rac ts ,  the g ross 
unde rw r i t ing  p ro f i t  m a v  [ S H A L L ]  not 
in c lude , f o r  computat ion  o f  the tax 
p resc r ibed  by this sec tion , the amounts 
re funded  o r  paid as pa rt ic ipa t ion  d iv idends 
by the insurers to the ho lde rs  o f  the 
con t rac ts .  l a  th i s  s u b s e c t i o n ,

( d )  An au tho r ized  insu re r sh a l l ,  with 
respec t to a l l  wet mar ine  and t ransporta tion 
con tracts  writ ten in this state during the 
p reced ing ca lenda r  yea r , be fo re  A p r i l  1 o f  
each year, pay to the director a tax o f  three- 
quarters o f  on e  percen t on its gross 
unde rw r i t ing  p r o f i t .  The gross 
unde rw r i t ing  p r o f i t  is computed by 
deducting f r om  the net p rem iums ( i .e . , 
g ross  p rem ium s less a l l  re tu rn p rem iums 
and p rem ium s f o r  re in su rance ) ,  on wet 
m a r in e  and  t ra n sp o r ta t io n  in su rance  
contracts , the net losses paid ( i .e . ,  gross 
losses paid, less sa lvage and recove ries  on 
re in su ran ce  ceded ) du r ing  the ca lenda r  
y ea r  under the contracts . In the case o f  an 
in su re r  i s su ing  p a r t ic ip a t in g  con t rac ts ,  the 
g ross  unde rw r i t ing  p ro f i t  sha l l  not inc lude , 
f o r  computat ion  o f  the lax prescr ibed by 
this section , the amounts re funded o r  paid 
as pa rt ic ipa t ion  d iv idends by !' c insurers to 
the ho lde rs  o f  the contracts.

Changes the due date on payment o f  
p rem ium  lax  on wet marine and 
t ransporta t ion  insurance f rom  A p r i l  1 to 
March 1 to match the date f o r  receiving 
annua l f in anc ia l  statmcnts and other tax 
payments . O the r  changes are in format 
o n l y .

f l )  " n e t  l o s s e s '  m e a n s  c r o s s  
lo s s e s  le s s  s a l v a c c  a n d  
r e c o v e r i e s  o n  r e i n s u r a n c e  
c e d e d ;

Sec comments on A S  2 1 . 0 9 . 2 1 0 (d )  
a b o v e .

[21  " n e t  p r e m i u m s "  m e an s  
c r o s s  o r c m i u m s  le s s  a l l  r e t u r n  
p r e m i u m s —  a n d .  p r e m i u m s  _ f o r  
r e i n s u r a n c e .

See comments on A S  2 1 . 0 9 . 2 1 0 (d )  
a b o v e .

* Sec . 1 8 .  A S  2 1 . 0 9 . 2 1 0  is amended by adding 
a new subsection to read:

( j )  The d irec to r m ay adopt regu lat ions 
r e qu i r in g  est imated la x  paym ents  du r ing  
the year and a f ina l tax payment on the date 
spec if ied  under ( a )  o f  this section .

A l low s  the d i rec to r  to adopt regulat ions 
f o r  rece iv ing  p rem ium  la x  payments 
m o re  o f ten  than annua l ly .
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* See. 19. A S  2 1 . 1 2 . 0 2 0 ( a )  is amended to  read: A S  2 1 . 1 2 . 0 2 0 ( a )

( a )  C red i t  f o r  re insu rance transactions 
sha l l  be a l l ow ed  a domest ic  ceding insu re r 
as e ither an asset o r  a deduction f rom  
l ia b i l i t y  on account o f  re insu rance c led 
o n ly  i f  the re insurance is ceded to an

(a )  C red it  f o r  re insu rance transactions 
sha l l  be a l l ow ed  a domestic  ceding insurer 
as either an asset o r  a deduction f rom  
l iab i l i ty  on account o f  re in su rance  ceded 
o n ly  i f  the re insurance is ceded to an

N o  change .

( 1 )  assum ing insurer that is 
l icensed to t ransact insurance o r  
re in su rance  in this state;

( 1 )  assuming insu re r that is 
licensed to transact in su rance o r  
re insu rance  in this state;

No change.

( 2 )  assum ing insurer that is 
accredited as a re in su re r  in this state; an 
acc red ited  re in su re r  is on e  that

( 2 )  assuming insu re r  that is 
accredited as a re insu re r in this state; an 
accred ited re in su re r  is on e  that

No change .

(A )  submits to this state's 
ju r i s d ic t io n ,  subm its to this state's 
au tho r i ty  to exam ine  its books and 
records , [A N D ]  is licensed to  transact 
in su rance  o r  re in su rance  in a t least 
o n e  s t a t e , ,  a n d  f i l e s ,  a n n u a l l y  
w i th  th e  d i r e c t o r  a c o p v  o f  the 
r e i n s u r e r ' s  a n n u a l . . . s t a t e m e n t  
f i l e d  w i t h  t h e  i n s u r a n c e  
d e p o r t m e n t  o f  t h e  r e i n s u r e r ' s  
s t a t e  o f  d o m ic i l e  and  o c o u v  o r  
t h e  r e i n s u r e r ' s  m o s t  r e c e n t  
a u d i t e d  f i n a n c i a l  s t a t e m e n t :  o r

(A )  submits to this state’s 
ju r isd ic t ion , submits to  this state's 
author ity to exam ine its books and 
records , and is licensed to transact 
insurance o r  re in su rance  in at least 
one state; o r

Adds requ iremen t that an accredited 
insurer must f i l e  each y ea r  with the 
d i rec to r  its annua l f in a n c ia l  s tatement 
and audited f in an c ia l  s tatement.

( B )  in the case o f  a United 
States branch o f  an a lien assum ing 
in su re r ,  is en te red  th rough , and 
l icensed to transact insu rance o r  
re insu rance in ,  at least one state, 
f i le s  annua l ly  with the d i re c to r  a 
c opy  o f  its annua l f inanc ia l 
statement that is f i lcc  with the 
in su rance  re g u la to ry  agency o f  its 
slate o f  d om ic i le ,  and maintains at 
least S 2 0 . 0 0 0 . 0 0 0  in p o l ic yh o ld e r  
su rp lu s ;  the su rp lu s  requ irem ents  in 
this subparag raph d o  not app ly  to 
re in su rance  ceded and assumed 
under  a p o o l in g  a r rangement among 
insu re rs  in the same ho ld ing 
com pany  sys tem ;

( B )  in the case o f  a United 
States branch o f  an a l ien  assuming 
insu re r , is entered th rough , and 
l icensed to t ransact insu rance o r  
re insurance in , at least one  state, 
f i le s  annua l ly  with the d i rec to r  a 
copy o f  its annua l f in anc ia l  
statement that is f i le d  with the 
insu rance regu la to ry  agency o f  its 
state o f  d om ic i le ,  and maintains a l 
least 5 2 0 , 0 0 0 , 0 0 0  in p o l ic y h o ld e r  
su rp lu s ;  the su rp lu s  r equ i rem en ts  in 
this subparagraph do  not app ly  to 
re in su rance  ceded and assumed 
under a p oo l in g  a r rangem en t  am ong  
insurers in the same ho ld ing  
com pany  sys tem :

Adds e f fec t ive  in 1994 , that the state in 
which an insu re r  is l icensed in lieu o f  
being l icensed in this state must be a 
state accredited by the N A IC .
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( 3 )  assuming insurer that is 
dom ic i led  in a slate, o r  in the case o f  a 
Un ited  States branch o f  an a lien assuming 
in su re r ,  is entered through a state that 
em p lo y s  standards rega rd ing  c red it  f o r  
r e in su rance  ceded subs tan t ia l ly  s im i la r  to 
those app l icab le  under ( 1 )  and ( 2 )  o f  this 
subsec t ion , the assum ing  in su re r  main ta ins 
a p o l ic yh o ld e r  surp lus o f  at least 
$ 2 0 , 0 0 0 , 0 0 0 .  and the assuming insurer 
submits to the authority o f  this state to 
exam ine its booka and records; the surp lus 
requ irements  in this paragraph do  not 
app ly  to re insurance ceded and assumed 
unde r a p o o l in g  a r rangement among 
insu re rs  in the same ho ld ing  company  
s y s t e m ;

( 3 )  assuming insu re r that is 
domici led in a state, o r  in the case o f  a 
United States branch o f  an a lien assum ing 
insure r ,  is entered through a state that 
em p lo y s  standards rega rd ing  c red it  f o r  
re insu rance  ceded subs tan t ia l ly  s im i la r  to 
those app l icab le  under ( 1 )  and ( 2 )  o f  this 
subsec t ion , the assum ing  in su re r  m a in ta ins  
a p o l ic yho ld e r  surp lus o f  at least 
$ 2 0 , 0 0 0 , 0 0 0 ,  and the assum ing insure r 
submits to the authority o f  this state to 
exam ine its books and records ; the surp lus 
requ irements  in this paragraph d o  not 
app ly  l o  re insurance ceded and assumed 
under a p o o l in g  a r rangemen t am ong  
insurers in the same ho ld ing  com pany  
s y s t e m ;

N o  change.

( 4 )  assum ing a lien insu re r that ( 4 )  assuming a l ien  insu re r that No change.

(A )  maintains a trust fund in 
a qua l i f ied  United States f inanc ia l 
inst itu tion f o r  the payment o f  the 
va l id  c la ims o f  its United St '".s 
p o l ic y h o ld e r s  and ced ing rers , 
and their ass igns and sui rs in 
interest, that c on fo rm s  to a 
f o l l o w i n g  re q u i r em en t s :

(A )  maintains a trust fund in 
a qua l i f ied  Un ited  States f in anc ia l  
inst itu tion f o r  the payment o f  the 
va l id  c la ims o f  its United States 
p o l ic y h o ld e r s  and ced ing in su re rs ,  
and their assigns and successo rs in 
interest, that c on fo rm s  to the 
f o l l o w i n g  r e q u i r em en t s :

N o  change.
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( i )  the trust sha l l  be 
estab l ished in a f o rm  approved 
by the d i rec to r ;  the trust 
ins t rument must p r o v id e  that 
contested c la im s arc va l id  and 
en fo rc e ab le  upon the f in a l  
o rder o f  any court o f  
competen t ju r i s d ic t i o n  in the 
United S la tes ; the trust sha l l 
vest lega l title to its assets in 
the trustees o f  the trust fo r  its 
United States p o l ic y h o ld e r s  
and ced ing  insu re rs , their 
a s s ig n s^  and successors in 
interest ; the trust and the 
assum ing  in su re r  a rc  sub jec t  
to exam ina t ion  as dete rm ined 
by the d i rector ; the trust must 
remain in e f fec t  f o r  so  long as 
the assum ing in su re r  has 
ou ts tand ing  l iab i l i t i e s  due 
under  the r e in su ran ce  
ag reements sub ject to the 
t r u s t ;

( i )  the trust sha l l be 
estab l ished in a fo rm  app roved  
by the d i rec to r ; the trust 
ins t rument must p ro v id e  that 
contested c la im s arc va l id  and 
e n fo rc e ab le  upon the f in a l  
o rde r  o f  any court o f  
competen t ju r i sd ic t io n  in the 
United States; the trust sha l l  
vest legal title to its assets in 
the trustees o f  (he trust f o r  its 
Un ited  States p o l ic y h o ld e rs  
and ced ing insu re rs , the ir 
a s s ig n s *  and successors in 
interest; the trust and the 
a ssum ing  insu re r  arc  sub jec t  
to exam ina t ion  as dete rm ined 
by the d i rector ; the trust must 
remain in e f fect fo r  so long  as 
the assum ing insu re r has 
ou ts tand ing  l iab i l i t i e s  due 
unde r  the re in su rance  
agreements sub ject to the 
t r u s t ;

N o  change.

( i i )  on o r  b e fo re  
March 1 o f  ecch yea r the 
trustees sh a l l  repo r t  in 
writ ing to the d irec to r on the 
balance o f  the trust and list 
the trust's investments at the 
end o f  the preceding yea r , and 
sha l l ce r t i fy  the date o f  
termination o f  the trust, i f  so 
p lanned , o r  ce r t i fy  that the 
trust docs not exp ire  be fo re  
the f o l l o w in g  D ecem be r  31 ;

( i i )  on o r  be fo re  
March 1 o f  each year the 
trustees sha l l  report  in 
writ ing to the d i rec to r on the 
balance o f  (he 'rust and list 
the trust's investments at the 
end o f  the preceding year, and 
sha l l ce rt i fy  the date o f  
te rm ination o f  the trust, i f  so 
p lanned, ot ce r t i fy  that the 
trust does not exp ire  be fo re  
the f o l l o w in g  Decem be r  3 1 ;

N o  change.
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( i i i )  in the ease o f  a 
s ing le  a ssum ing  in su re r ,  the 
trust sha l l  cons is t o f  trust 
m oney  rep re sen t in g  the 
assum ing  insu re r 's  l i a b i l i t i e s  
a t t r ibu tab le  to business 
written in the United States 
and, in addit ion , inc lude a trust 
surp lus o f  not less than 
$ 2 0 , 0 0 0 , 0 0 0 ;  the s ing le  
assum ing in su re r  sh a l l  m ake  
ava i lab le  to the d i rec to r  an 
annua l c e r t i f ic a t io n  o f  the 
insurer 's s o lv e n c y  by the 
in su re r 's  d o m i c i l i a r y  
regu la to r  and by an 
ind ep enden t  p u b l ic  
a c c o u n t a n t ;

( i i i )  in the ease o f  a 
s i n g l e  assum ing i n s j r e r ,  the 
trust sh a l l  consist o f  trust 
m o n e y  rep re sen t ing  the 
a s s um in g  insu re r 's  l i a b i l i t i e s  
a t t r ib u tab le  to bus iness 
writ ten in the United States 
and, in addition, in c lude  a trust 
su rp lu s  o f  not less than 
$ 2 0 , 0 0 0 , 0 0 0 ;  the s ing le  
a ssum ing  insu re r  s h a l l  make 
a v a i la b le  to the d i r e c to r  an 
annua l ce r t i f ic a t ion  o f  the 
insu re r 's  so lv en cy  by the 
in s u r e r ' s  d o m ic i l i a r y  
r e g u la t o r  and by an 
in d e p e n d e n t  p u b l ic  
a c c o u n t a n t ;

N o  change.

( i v )  in the case o f  a 
group o f  in d iv idua l 
u n in c o rp o ra t e d  in su re r s ,  the 
trust sha l l  cons is t  o f  trust 
m oney  r e p re sen t in g  the 
group's l i a b i l i t i e s  a t t r ib u tab le  
to business written in the 
United States and, in addit ion , 
inc lude a trust su rp lu s not less 
than $ 1 0 0 , 0 0 0 , 0 0 0  
( $ 5 0 , 0 0 0 , 0 0 0 ] ;  the group sha l l  
make a v a i lab le  to the d i rec to r  
an annua l ce r t i f ic a t ion  o f  the 
so lvency o f  each o f  the 
i n d i v id u a l  u n in c o rp o r a t e d  
insure rs by the g r o u p ’s 
d om ic i l i a ry  r e g u la to r  and by 
an independen t c e r t i f i e d  
p u b l ic  a cc oun tan t ;

( i v )  in the ease o f  a 
g roup  o f  ind iv idua l 
u n in c o rp o ra t e d  in su r e r s ,  the 
trust sh a l l  consist o f  trust 
m o n e y  rep re sen t ing  the 
g roup 's  l i a b i l i t i e s  a t t r ib u t a b le  
to business written in the 
Un ited  States and, in add it ion , 
in c lu de  a (rust surp lus not less 
than $ 5 0 , 0 0 0 , 0 0 0 ;  the group 
sh a l l  make ava i lab le  lo  the 
d i r e c t o r  an annua l 
ce r t i f ic a t ion  o f  the so lv en cy  o f  
each o f  the ind iv idua l 
u n in c o rp o ra t e d  in s u r e r s  by 
the g roup 's  d om ic i l i a r y  
r e g u la t o r  and by an 
in d e p e n d e n t  p ub l ic  
a c c o u n t a n t ;

Changes trust surp lus f o r  a g roup o f  
in d iv id u a l  u n in c o rp o ra t e d  in su re rs  f r om  
$ 5 0  m i l l io n  to $ 1 0 0  m i l l io n  f o r  business 
written in the U .S .  be fo re  A laska  
domestic  insu re rs  may reco rd  the e f fec t 
o f  re insu rance by these entities.
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•  W
f v l  in the case o f  a Adds  requ iremen ts  f o r  acc red it ing  a

e r o u o  o f  i n c o r o o r u t c d g roup  o f  in co rp o ra ted  in su re rs  under
i n s u r e r s  u n d e r  c o m m o n c om m on  adm in i s t r a t i o n .
a d m i n i s l r a t i o n  I h u t
c o m D l l e s  w i t h  the •
r e n o r t i n o  r e u u i r c m e n t s
c o n t a i n e d  in  f i l l  o f  th is
s u b D a r a c r a o h .  t h a t  h a s
c o n t i n u o u s l y  t r a n s a c t e d
an  i n s u r a n c e  b u s i n e s s
o u t s i d e  th e  U n i t e d  S t a t e s
f o r  a t  l e a s t  t h r e e  y e a r s
i m m e d i a t e l y  b e f o r e
m a k i n c  a D D l i c a t i o n  f o r
a c c r e d i t a t i o n .  t h a t
s u b m i t s  to  th i s  s t a l e ' s
a u t h o r i t y  to  e x a m in e  Its
bOOkS a n d  r e c o r d s  o q d
b e a r s  the  e x o e n s e  o r  th e
e x a m i n a t i o n ,  a n d  t h a t  h a s
P B g r F E H tC  p o l i c y h o l d e r s '
s u r n l u s  o f  S 1 0 . 0 0 0 . 0 0 0 . 0 0 0 .
the  t r u s t  s h a l l  be in an
a m o n n t - c u u n l .  to . the
g r o u p ' s  s e v e r a l  l i a b i l i t i e s
a t t r i b u t a b l e  t o  b u s i n e s s
c ed ed  bv U n i t e d  S t a t e s
c c d in o  i n s u r e r s  to  a
m e m b e r  o f  t h e  c r o u D
u n d e r  r e i n s u r a n c e
C o n t r a c t s  i s s u e d  in the
n am e  of. the. , c r o u p . . . .  and
t h e  c r o u p  s h a l l  m a i n t a i n
a i o i n t  t r u s t e e  s u r o l u s .  o r
w h i c h  .S 1 0 Q .Q 0 0 . 0 0 9 ___ s h a l l
b e . h e ld  j o i n t l y  f o r  the
b e n e f i t  o f  U n i t e d  . S t a t e s
c e d i n g  i n s u r e r s  o f  a
m e m b e r  o f  t h e  c r o u p  as
a d d i t i o n a l  s e c u r i t y  f o r  the
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c r o u p ' s  l i a b i l i t i e s ,  a n d  
e ach  m e m b e r  o f  the  c r o u p  
s h a l l  m a k e  a v a i l a b l e  to 
the  d i r e c t o r  an a n n u a l  
c e r t i f i c a t i o n  o f  th e  
m c m b c r l 2 _ . . s o l Y e i i c y  by , . l b c  
m e m b e r ' s  d o m i c i l i a r y  
r c c u l a t o r  a n d  th e
m e m b e r  I s _____i u i s p c n d c i i t
c e r t i f i e d  p u b l i c  
a c c o u n t a n t :  and

( B )  reports annua l ly  to the 
d i r e c t o r  i n f o rm a t i o n  su b s ta n t ia l ly  
the same as that requ ired  to be 
repo rted  on the N a t io n a l Assoc ia t ion  
o f  In su rance  C om m is s io n e r s '  annua l 
s tatement f o rm  by licensed insure rs 
to enab le  the d i re c to r  to determ ine 
the su f f ic iency o f  the trust fund;

( B )  reports annua l ly  l o  the 
d i r e c t o r  i n f o rm a t i o n  su b s ta n t i a l ly  
the same as that required to be 
repo rted  on the Nationa l A ssoc ia t ion  
o f  In su rance  C om m is s ion e r s '  annua l 
s tatement f o rm  by l icensed insure rs 
to enab le the d i rec to r to dete rm ine 
the su f f ic iency o f  the trust fund;

N o  change.

( 5 )  assuming insu re r that does not 
meet the requirements o f  ( 1 ) -  ( 4 )  o f  this 
subsection , but o n ly  with respect lo  the 
insu rance o f  r isks located in ju r isd ic t ion s  
whe re  the re insu rance is requ ired  by 
app l icab le  law o r  regu la t ion  o f  that 
j u r i s d i c t i o n .

( 5 )  assuming insurer that does not 
meet the requirements o f  ( 1 )  - ( 4 )  o f  this 
subsection, but o n ly  with respect to the 
insu rance o f  r isks located in ju r isd ic t ion s  
whe re  the re insu rance  is requ ired  by 
app l ic ab le  law o r  regu la t ion  o f  that 
j u r i s d i c t i o n .

N o  change.

* See. 20 . AS  2 1 . 1 2 . 0 2 0 ( a )  is repea led and 
reenacted to read:

( a )  C red it  f o r  re insu rance  transactions 
sh a l l  be a l low ed  a domestic  ceding insurer 
as either an asset o r  a deduction f rom  
lia b i l i ty  on account o f  re in su rance  ceded 
o n ly  i f  the reinsurance is ceded to an

Th is  section rep laces proposed AS 
2 1 .1 2 .0 2 0 (a )  in Sec. 19 above as o f  
January 1, 1994 .  The d i f fe rence  in 
e f fe c t iv e  dates r e f le c ts  rec ip roc i ty  with 
o ther N A IC  accredited states. Sec 
comments in Sec. 2. See Sec 223 .

( 1 )  assuming in su re r  that is 
l icensed to transact insu rance o r  
re in su rance  in this state;

T h is  section rep laces proposed AS 
2 1 .1 2 .0 2 0 (a )  in Sec . 19 above as o f  
Junuary 1, 1994 .  The d i f fe rence in 
e f fe c t iv e  dates r e f le c ts  rec ip roc i ty  with 
o ther N A IC  accredited states. See 
comments in Sec. 2. See Sec 223 .
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( 2 )  assum ing insu re r is accredited 
as a re insurer in this state; an accredited 
re in su re r  is one  that

Th is  section rep laces proposed A S  
2 1 .1 2 .0 2 0 (a )  in Sec. 19 above as o f  
January 1, 1994 . The d i f fe rence in 
e f fe c t iv e  dates r e f le c ts  rec ip roc i ty  with 
o ther N A IC  accredited states. Sec 
comments in Sec. 2 . See Sec 223 .

(A )  submits to this state ’ s 
ju r isd ic t ion ,  submits to this state's 
author ity  to exam ine its books and 
reco rds ,  is l icensed to  transact 
insu rance o r  re insurance in at least 
one state, that is accredited by the 
N a t io n a l  A ssoc ia t ion  o f  Insu rance 
C om m is s ion e r s ,  and f i le s  ann u a l ly  
with the d i rector a copy o f  the 
r e i n s u r e r ’ s annua l s ta temen t f i le d  
with the insurance depa rtment o f  the 
re insu re r 's  state o f  dom ic i le  and a 
c opy  o f  the re insu re r 's  most  recent 
aud ited  f in anc ia l  statement; o r

Th is  section replaces proposed A S  
2 1 .1 2 .0 2 0 (a )  in Sec. 19 above as o f  
January 1, 1994 . The d i f fe rence in 
e f fe c t iv e  dates r e f le c ts  rec ip roc i ty  with 
other N A IC  accredited states. Sec 
comments in Sec. 2. See Sec 223 .

( B )  in the case o f  a United 
States branch o f  an a l ien  assum ing 
in su re r ,  is entered th rough , and 
l icensed to t ransact insu rance o r  
re insu rance in , at least one  state 
accred ited by the N at iona l 
A sso c ia t io n  o f  In su rance 
C om m is s ion e r s ,  f i le s  a n n u a l ly  with 
the d i rec to r a copy o f  its annua l 
f in anc ia l  statement that is f i l e d  with 
the in su rance regu la to ry  agency o f  
its s late o l  dom ic i le ,  and maintains at 
least S 2 0 .0 0 0 . 0 0 0  in p o l ic yh o ld e r  
su rp lu s ;  the su rp lus  requ irements  in 
this subparagraph do  not app ly  to 
re in su rance  ceded and assumed 
under a p o o l in g  a r rangem en t  am ong 
insu re rs  in the same ho ld ing  
c om pany  sys tem ;

Th is section replaces p roposed AS 
2 1 .1 2 .0 2 0 (a )  in Sec. 19 above as o f  
January 1, 1994 . The  d i f fe rence  in 
e f fe c t iv e  dates r e f le c ts  rec ip roc i ty  with 
other N A IC  accredited states. See 
comments in Sec. 2 . Sec Sec 223 .
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( 3 )  assuming insu re r that is 
domici led in a state, o r  in the ease o f  a 
Un ited States branch o f  an a l ien  assuming 
insu re r , is entered th rough a state 
accred ited by the N at iona l Assoc ia t ion  o f  
In su rance  C om m is s io n e r s  that em p lo y s  
s tanda rds  reg a rd ing  c red it  f o r  re in su rance  
ceded subs tan tia l ly  s im i la r  to those 
app l icab le  under ( 1 )  and ( 2 )  o f  this 
subsec t ion , the a ssum ing  in su re r  main ta ins 
a p o l ic yh o ld e r  surp lus o f  a l  least 
$ 2 0 , 0 0 0 , 0 0 0 ,  and the assum ing insurer 
submits to the au thor ity  o f  this state to 
exam ine its books and records ; the surp lus 
requ iremen ts  in this pa rag raph do  not 
app ly  to re insu rance ceded and assumed 
under  a p o o l in g  a r rangem en t  am ong 
insu re rs  in the same h o ld ing  company  
s y s t e m ;

Th is  sec t ion rep laces proposed AS 
2 1 . 1 2 . 0 2 0 (a )  in See. 19 above as o f  
January 1, 1994 . The d i f fe rence in 
e f fe c t iv e  dates r e f le c ts  rec ip roc i ty  with 
other N A IC  accredited slates. See 
comments in Sec. 2. Sec Sec 223 .

( 4 )  assuming a lien insure r that Th is  section rep laces proposed AS 
2 1 . 1 2 . 0 2 0 (a )  in See. 19 above as o f  
January 1, 1994 . The d i f fe rence in 
e f fe c t iv e  dates re f lec ts  rec ip roc i ty  with 
o ther N A IC  accredited states. Sec 
comments in Sec. 2. Sec Sec 223 .

(A )  maintains a trust fund in 
a qua l i f ie d  Un ited  States f inanc ia l 
inst itu t ion f o r  the payment o f  the 
va l id  c la ims o f  its United States 
p o l ic y h o ld e r s  and ced in g  in su re rs ,  
and their ass igns and successors in 
interest , that c o n fo rm s  to the 
f o l l o w i n g  r e q u i r em e n t s :

Th is  section rep laces proposed AS 
2 1 .1 2 .0 2 0 (a )  in Sec. 19 above as o f  
January 1, 1994 . The di f fe rence in 
e f fe c t iv e  dates re f lec ts  rec ip roc i ty  with 
o ther N A IC  accredited states. Sec 
comments in Sec. 2. Sec Sec 223 .
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( i )  the trust sha l l  be 
estab l ished in a f o rm  approved 
by the d i rec to r ;  the trust 
in s t rumen t must  p ro v id e  that 
contested c la im s  are va l id  and 
e n fo r c e a b le  upon  the f in a l  
o rde r  o f  any cou r t  o f  
c ompe ten t  ju r i s d ic t i o n  in the 
United Slates ; the trust sha l l 
vest lega l title to its assets in 
the trustees o f  the trust f o r  its 
Un i ted  States p o l ic y h o ld e rs  
and ced ing in su re rs ,  the ir 
a s s i g n s *  and successors in 
interest; the trus t and the 
assum ing  in su re r  a re  sub jec t  
to  exam ina t ion  as dete rm ined 
by the d irector ; (he trust must 
remain in e f fe c t  f o r  so long as 
the assum ing  in su re r  has 
ou ts tand ing  l i a b i l i t i e s  due 
unde r  the r e in su ra n c e  
ag reements  sub jec t  to the 
t r u s t ;

Th is  section rep laces p roposed  A S  
2 1 .1 2 .0 2 0 (a )  In Sec. 19 above as o f  
January 1, 1994 . The d i f fe rence  in 
e f fe c t iv e  dates r e f le c ts  re c ip ro c i t y  with 
o ther N A IC  accredited states. See 
comments in See. 2 . See Sec 2 23 .

( i i )  on o r  be fo re  
March 1 o f  each year the 
trustees sha l l  rep o r t  in 
w rit ing  to the d i rec to r  on the 
ba lance o f  the trust and list 
the trust's investments at the 
end o f  the preced ing year, and 
sha l l  ce rt i fy  the date o f  
te rm ination o f  the trust, i f  so 
p lanned , o r  c e r t i f y  that the 
trust docs no t  exp ire  be fo re  
the f o l l o w in g  Decem be r  31 ;

T h is  section rep laces p roposed AS 
2 1 .1 2 .0 2 0 (a )  in See. 19 above as o f  
January 1, 1994 . The d i f fe rence  in 
e f fe c t iv e  dates re f le c ts  r e c ip roc i ty  with 
o ther N A IC  accredited states. See 
comments in See. 2. Sec See 223 .
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( i i i )  in (he care o f  a 
s ing le  assum ing insure r , the 
trust sha l l  consist o r  trust 
m one y  rep re sen t ing  the 
a ssum ing  in su re r 's  l i a b i l i t i e s  
a t t r ibu tab le  to business 
written in the United States 
and, in addition, inc lude a trust 
su rp lus o f  not less than 
$ 2 0 , 0 0 0 , 0 0 0 ;  the single 
assum ing in su re r  sha l l  make 
a v a i lab le  lo  the d irector an 
annua l ce r t i f ic a t io n  o f  the 
in su re r ’s s o lv en cy  by the 
in su re r ' s  d o m ic i l i a r y  
r egu la to r  and by an 
in d ep enden t  p u b l ic  
a c c o u n t a n t ;

T h is  sec t ion rep laces proposed A S  
2 1 . 1 2 . 0 2 0 ( a )  in Sec. 19 above as o f  
January 1, 1994 .  The  d i f fe rence  in 
e f f e c t i v e  dates r e f le c t s  rec ip roc i ty  with 
o ther N A IC  accredited states. Sec 
comments in Sec. 2 . Sec Sec 223 .

( iv )  in the case o f  a 
g roup  o f  ind iv idua l 
u n in c o rp o ra t e d  in su re rs ,  the 
trust sha l l  cons is t o f  trust 
m one y  rep re sen t ing  the 
g roup 's  l i a b i l i t i e s  aw iib u tab lc  
to business written in the 
United States and, in addition, 
inc lude a trust surp lus not less 
than 5 1 0 0 , 0 0 0 , 0 0 0 ;  the group 
sha l l  make ava i lab le  to the 
d i r e c to r  an annua l 
ce rt i f ica t ion  o f  the so lvency o f  
each o f  the i rd iv id u a l  
u n in c o rp o ra te d  in su re rs  by 
the group 's d om ic i l i a r y  
r egu la to r  and by an 
independen t c e r t i f ie d  pub l ic  
a c c o u n t a n t ;

T h is  section rep laces proposed A S  
2 1 . 1 2 . 0 2 0 ( a )  in Sec. 19 above as ot 
January 1, 1994 .  The  d i f fe rence in 
e f f e c t i v e  dates re f le c t s  re c ip roc i ty  with 
o the r  N A IC  accredited states. Sec 
comments in Sec. 2. See Sec 223 .
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w

( v )  in the case o f  a Th is  section replaces p roposed A S
g ro u p  o f  in co rpo ra ted 2 1 .1 2 . 0 2 0 ( a )  in Sec. 19 above as o f
in su r e r s  under  c om m on January 1, 1994 . The d i f fe rence  in
adm in is t r a t io n  that c om p l ie s e f f e c t i v e  dates re f lec ts  rec ip roc i ty  with
w ith  the repo r t ing other N A IC  accredited states. Sec
requ i r em en ts  con ta ined  in ( i i ) comments in Sec. 2 .  See Sec 223 .
o f  this subparagraph , that has
c o n t i n u o u s ly  t ransacted an
in su ran c e  business ou ts ide  the
Un ited  States f o r  at least three
y e a r s  im m ed ia te ly  b e fo re
m ak in g  app l ic a t ion  f o r
acc red ita t ion , that subm its to
th is state's au tho r i ty  to
exam ine  its books and records
and ocars the expense o f  the
exam ina t io n ,  and that has
a g g r e g a te  p o l i c y h o ld e r s '
su rp lus  o f  5 1 0 , 0 0 0 , 0 0 0 , 0 0 0 ,  the
trust sha l l  be in an amount
equa l to the group's severa l
l i a b i l i t i e s  a t t r ibu tab le  l o
business ceded by United States
ced ing  insure rs to a member
o f  the g roup under
re in s u ra n c e  con t ra c ts  issued
in the name o f  the group , and
the g roup  sha l l  maintain a
j o i n t  t rustee su rp lus , o f  which
S 1 0 0 ,0 0 0 ,0 0 0  sha l l  be held
j o i n t l y  f o r  the bene fit  o f
Un i ted  States ced ing insurers
o f  a member o f  the group as
add i t io n a l secu rity  f o r  the
group 's  l iab i l i t ie s ,  and each
m em be r  o f  the g roup  sha l l
m ake  a v a i lab le  to the d irector
an annua l ce r t i f ic a t ion  o f  the
m em be r ’ s s o lv en cy  by the
m em be r ' s  d o m ic i l i a r y
r e g u la t o r  and the member's
in d ependen t  c e r t i f i e d  pub l ic
a cc oun tan t ;  and
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( B )  reports annua l ly  to the 
d i r e c t o r  in f o rm a t i o n  su b s ta n t i a l l y  
the same as that required to be 
repo r ted  on (he N at iona l A ssoc ia t ion  
o f  In su ran c e  C om m is s ion e r s '  annua l 
sta tement f o rm  by l icensed insu re rs  
to enab le  the d i rec to r  to determ ine 
the su f f ic ie n cy  o f  the trust fund;

Th is section rep laces proposed AS 
2 1 .1 2 .0 2 0 (a )  in See. 19 above as o f  
January 1, 1994 . The d i f fe rence in 
e f fe c t iv e  dates re f le c t s  re c ip roc i ty  with 
other N A IC  accredited states. See 
comments in Sec. 2. See See 223 .

( 5 )  assum ing insurer that does not 
meet the requirements o f  ( 1 )  - ( 4 )  o f  this 
subsection, but o n ly  with respect to the 
insurance o f  r i s k s  located in ju r isd ic t ion s  
where the re insu rance is requ ired  by 
app l icab le  law  o r  regu la t ion  o f  that 
j u r i s d i c t i o n .

Th is section rep laces proposed AS 
2 1 .1 2 .0 2 0 (a )  in See. 19 above as o f  
January 1, 1994 .  The  d i f fe rence  in 
e f fe c t iv e  dates r e f le c ts  rec ip roc i ty  with 
other N A IC  accredited states. See 
comments in Sec. 2. Sec Sec 223 .

* See. 21 . A S  2 1 . 1 2 . 0 2 0 ( c )  is amended to read: A S  2 1 . 1 2 . 0 2 0 ( c )

(c )  A reduction f rom  l iab i l i ty ,  fo r  
r e insu rance ceded to an assum ing in su re r  
no t  meeting the requirements o f  (a )  o f  this 
section , sha l l  be a l lowed in an amount not 
exceed ing the l iab i l i t ie s  ca r r ied  by the 
ceding insure r .  T h e  reduction sh a l l  be 
equa l to the amount o f  money held by o r  on  
b eh a l f  o f  the ced ing in su re r ,  inc lud ing  
money he ld in trust fo r  the ced ing insurer , 
unde r  a re in su rance  con t rac t  with the 
assuming insu re r  as security  f o r  the 
payment o f  ob l ig a t ions under it, i f  the 
security is he ld in the United States subject 
to w ithdrawal s o le ly  by, and under the 
exc lu s ive  c on t ro l  o f ,  the ced ing insure r ,  o r  
in the case o f  a trust, held in a qua l i f ied 
United States f inanc ia l inst itu tion . The 
security must be in the fo rm  o f

(c )  A reduction f rom  l iab i l i ty ,  f o r  
re insu rance  ceded to an a ssum ing  insu re r 
not meeting the requ irements o f  (a )  o f  this 
section , sha l l  be a l low ed  in an amount not 
exceeding the l iab i l i t ie s  ca rr ied  by the 
ced ing insurer. T h e  reduction sh a l l  be 
equa l to the amount o f  money he ld  by o r  on 
b e h a l f  o f  the ced ing in su re r ,  in c lud ing  
m oney held in trust fo r  the ced ing  insurer , 
unde r  a re insu rance  con t rac t  w ith  the 
assum ing insu re r as security  f o r  the 
payment o f  ob l igat ions under it, i f  the 
security is held in the United S la tes subject 
to w ithdrawal s o le ly  by, and under the 
exc lu s ive  con t ro l  o f ,  the ceding insure r , o r  
in the ease o f  a trust, he ld in a qua l i f ied  
United S la tes f inanc ia l inst itu tion . The 
security must be in the fo rm  o f

N o  change.

( 1 )  cash; ( 1 )  cash; N o  change.

( 2 )  securit ies lis ted by the 
Securit ies V a lua t ion  O f f ic e  o f  the Nationa l 
A ssoc ia t ion  o f  Insu rance  C om m is s ion e r s  
that qua l i fy  as admitted assets under 
A S  2 1 . 2 1 ;

( 2 )  securit ies listed by the 
Securit ies V a lua t ion  O f f ic e  o f  the Nationa l 
A ssoc ia t ion  o f  In su rance C om m is s io n e r s  
(hat qua l i fy  as admitted assets under 
A S  2 1 . 2 1 ;

N o  change.
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( 3 )  c lean , i r re v ocab le ,  
uncond it ion a l le t te rs o f  c red it  UuUt 
c o n t a i n  an e v e r g r e e n  c la u s e  issued o r  
con f i rm ed by a qua l i f ie d  United States 
f i n a n c i a l  in s t i tu t io n  n o t  l a t e r  than
D e c e m b e r . 3 1 .  i n - t h e  w a r ,___t&i— f tM c h
fi l in i?  is m ad e ,  a n d  in th e  o o s s c s s io n  
o f  th e  c c d in c  c o m p a n y  on o r  h e f o r e  
the  . f l l i n e  d a t e  o f  the. c e d in g
c o m t a n v ' s  a n n u a l  s t a t e m e n t :  le tters o f  
cred it  meeting app l ic ab le  standards o f  
issuer acceptabi l i ty  as o f  the dates o f  their 
issuance o r  c o n f i rm a t io n  sha l l ,  
no tw i th s tand ing  the i s su ing  o r  c on f i rm ing  
inst i tu tion 's subsequent fa i lu re  to meet 
app l ic ab le  standards o f  is su e r  acceptab i l i ty , 
continue to be acceptab le  as security until 
the i r  e xp i r a t io n ,  e x ten s ion ,  r e new a l ,  
m od i f i c a t i o n ,  o r  am endm en t ,  w h ic heve r  
occu rs  f i r s t ;  o r

( 3 )  c lean , i r revocab le ,  
uncond i t ion a l letters o f  c red it  issued o r  
con f i rm ed  by a qua l i f ied  United States 
f in anc ia l  inst itu t ion letters o f  credit 
meet ing app l ic ab le  standards o f  issuer 
acceptab i l i ty  cs o f  the dates o f  their 
i ssuance o r  c o n f i rm a t i o n  sha l l ,  
n o tw ith s tand ing  the i s su ing  o r  c o n f i rm in g  
inst i tu tion 's subsequent fa i lu re  to  meet 
a pp l ic ab le  standards o f  issuer accep tab i l i ty ,  
con t inue to be acceptab le  as security unti l 
th e i r  e x p i r a t io n ,  e x ten s ion ,  r e new a l ,  
m od i f i c a t i o n ,  o r  amendment ,  w h icheve r  
occu rs  f i r s t ;  o r

Adds that i f  letters o f  credit a rc  used as 
secu ri ty  f o r  reco rd ing the e f fe c t  o f  
r e in su ran ce  on  an in su re rs  f in anc ia l  
statement, the letters must conta in an 
e v e rg re en  c la u se  ( c o n t in u ou s  r e n ew a l ) ,  
must be in p lace on o r  be fo re  December 
31 o f  the yea r  being reported and must 
be in possess ion o f  the ceding company 
be fo re  the f i l in g  date o f  the annual 
statement fo r  that yea r which is the 
f o l l ow in g  March 2.

( 4 )  o ther security acceptable to and 
approved in advance by the d i rec to r .

( 4 )  o the r  security acceptable lo  and 
app roved  in advance by the d i rec to r .

N o  change

* Sec. 22 .  A S  2 1 . 1 2 . 0 2 0  is amended by adding 
new subsections to read :

(h )  An insurer may rece ive credit fo r  
re in su rance  t ran sac t ion s  i f  the 
re in su rance  ag reemen t meets a l l  app l icab le  
requ iremen ts  es tab l ished  by the d i rec to r .  
The  d i r e c to r  may es tab l ish  requ irements 
f o r  r e in su rance  ag reem en ts  by regu la t ion .

G ive s  the d i rec to r  au thor iza t ion  to adopt 
re g u la t i o n s  f o r  de te rm in ing  accep tab le  
r c in ru ran c e  ag reements , f o r  e x am p le ,  to 
rcs ir ic ' use o f  f inanc ia l re in su rance  f o r  
which no insu rance  r isk  is t ran s fe r red

( i )  A domestic ceding insurer may not be 
a l l ow ed  credit i f  the assum ing insurer's 
acc red itat ion has been re voked  by the 
d i r e c t o r .

Sets ou t that ceding insurers may not 
r eco rd  the e f fec t  o f  re in su rance  with 
a s su jm ing  in su re rs  whose  acc red ita t ion  
is r e voked .
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•  See. 23 .  AS  2 1 . 1 8 . 1 0 0  is amended lo  read: A S  2 1 . 1 8 . 1 0 0

See. 21 .18 .100 .  IN C REA SE  OE [ IN A D EQ UA TE ]  
R E S E R V E S .  I f  loss experience shows that an 
in su re r 's  lo s s  r e se rv e s  o r  r e s e r v e s  f o r  
i n c u r r e d  b u t  n o t  r c o o r t e d  l o s s e s ,  
however  computed o r  est imated, are 
inadequate , the d i r e c to r  sha l l  requ ire  the 
insurer to mainta in lo s s  reserves &X 
r e s e r v e s  f o r  i n c u r r e d  b u t  n o t  
r e p o r t e d  lo s s e s  in the increased am oun t  
needed to make them adequate.

Sec. 21 .18 .100 . IN C REA SE  OF IN A D E Q U A T E  
R E S E R V E S .  I f  loss experience shows that an 
insurer 's loss r e se rves ,  h ow eve r  computed 
o r  est imated, a rc  inadequate, the d i rec to r  
sha l l  requ ire the insu re r to maintain loss 
reserves in the increased amount needed to 
make them adequate .

A l low s  the d i re c to r  to r equ i re  increases 
in reserves f o r  " incu rred  but not 
reported" lo s ses  when loss  expe rience  
shows the rese rves to be inadequate.

* Sec. 2 4  A S 2 1 . 1 8 . 1 1 0  is amended by adding 
new subsections to read:

(m ) A  l i f e  insurance company doing 
business in the state sh a l l  annua l ly  subm it 
to the d irec to r an op in ion  o f  a qua l i f ied  
actuary as to whethe r the reserves and 
related actuar ia l items he ld  in support o f  a 
p o l ic y  o r  contract spec i f ied  by regu la t ion  
arc computed app rop r ia te ly ,  are  based on 
a ssum p t ion s  that s a t i s fy  con t rac tua l 
p io v i s i o n s ,  arc  cons is ten t  with p r io r  
reported  amounts , and comp ly  with the 
app l icab le  laws o f  this state. T he  d irec to r 
may adop t regu la t ions to de f ine  the spec if ic  
fo rm , substance, and standards o f  the 
a c tu a r ia l  o p in i o n .

R equ i re s  an annua l a c tu a r ia l  op in ion  an 
rese rves and g ives the d i r e c to r  au tho r i ty  
to adopt regu lat ions f o r  the detai ls  o f  the 
o p i n i o n .

(n )  T h e  actuar ia l op in ion  must G ives detai ls on  the ac tuar ia l op in ion .

( 1 )  be submitted with the annua l 
statement r e f le c t ing  the va lua t ion  o f  the 
r e se rve  l i a b i l i t i e s ;

See comments on A S  2 1 . 1 8 . 1 10 (n ) above.

( 2 )  app ly to a l l  business in fo rce , 
in c lu d ing  ind iv idua l and g roup  hea lth 
in su ran c e  p la n s ;

Sec comments on A S  2 1 . 1 8 . 1 10 (n ) above.

( 3 )  be based on standards adopted 
by the A ctua r ia l S tandards Boa rd ; and

See comments on A S  2 1 . 1 8 . 1 1 0 ( h) above.
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( 4 )  include an assessment as to 
whe th e r  the rese rves and re la ted  actua r ia l 
items held in support o r  the po l ic ies and 
contracts , when cons idered in l ight o f  the 
assets he ld  by a company with respect lo  the 
re se rves and re la ted  ac tu a r ia l  items, 
in c lu d in g  inves tm en t  ea rn ing s  on the 
assets and cons ide ra t ions antic ipated to be 
rece ived  and reta ined under po l ic ie s  and 
contrac ts , m ake  adequate p rov is ion  f o r  a 
company 's  ob l ig a t ion s  under a po l ic y  o r  
con t rac t  in c lud ing  the bene f i t s  under and 
expenses associated with a p o l ic y  o r 
c o n t r a c t .

S ee  comments on AS 2 1 . 1 8 . 1 10(t.> -bovc .

( o )  In  the ease o f  an actuaria l op in ion  
submitted by a fo re ign o r  a l : cn company , 
the d i rec to r  sha l l  accept an op in ion  f i le d  by 
the c om pany  w ith the in su rance 
sup e rv is o ry  o f f i c i a l  o f  ano the r  state i f  the 
d i r e c to r  dete rm ines that the op in ion  meets 
the requ irements  app l ic ab le  to a company  
d om ic i le d  in this state.

A l low s  the d i rec to r  to accept an actuaria l 
op in ion  submitted to ano the r  state 
in su rance  re g u la t io n  o f f i c e .

(p )  T he  d irec to r  may adopt regu la t ions to 
p ro v id e  f o r  a transit ion per iod  fo r  
e s tab l ish ing  h ighe r  re se rv e s  that a 
q u a l i f i e d  ac tua ry  may con s id e r  necessary 
in o rd e r  to rende r  the op in ion  required 
under (n )  o f  this section .

A l low s  the d i rec to r  to adopt regu la t ions 
f o r  estab l ish ing h ighe r  rese rves  so  the 
ac tua ry  can rende r  the necessary 
o p i n i o n .

(q )  A  qua l i f ied  actuary who submits an 
op in ion  under (m )  o f  this section

States that the actuary w i l l  not be l iab le 
fo r  damages with respect to the op in ion , 
may be d isc ip lined by the d i rec to r , and 
sha l l  write a memo o f  support f o r  the 
o p i n i o n .

( 1 )  is not l iab le  f o r  damages to a 
p e rson ,  o th e r  than the in su rance  com pany  
and the direc to r , f o r  an act, e r ro r ,  om iss ion , 
dec is ion , o r  conduct with respect to the 
actuary's op in ion  except in a case o f  fraud 
o r  w i l fu l  m isconduct ;

See  comments on A S  2 1 . 1 8 . 1 10 (q ) above.

( 2 )  may be sub ject to d isc ip linary 
act ion by the d i rec to r ; and

See comments on AS 21 .1 8 .1  l ( ) (q )  above.
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( 3 )  sha l l  inc lude a memorandum , in 
fo rm  and  substance acceptab le to the 
d i re c to r ,  to support  the ac tua r ia l  op in ion .

Sec  comments on A S  2 1 . 1 8 . 1 10 (q ) above .

( r )  I f  the insurance company fa i ls  to 
p r o v id e  a suppo r t ing  m em o randum  
requ ired  by ( q ) ( 3 )  o f  this sec t ion within a 
pe r iod  spec i f ied  by regu la t ion  o r  the 
d i r e c t o r  de te rm ines  that the supp o r t ing  
m em orandum  fa i l s  to meet the standards 
adop ted by regu la t ion  o r  is o the rw ise  
unaccep tab le  to the d i rec to r ,  the d i rec to r  
may engage a qua l i f ied  actuary, at the 
expense  o f  the insurance com pany ,  to 
rev iew  the op in ion  and 'he bas is f o r  the 
op in io n  and to p repare a suppo rt ing  
m em o randum  as requ ired  under (q )  o f  this 
s e c t i o n .

A l low s  the d irec to r to have an actuary 
p repa re  a support ing memo fo r  the 
ac tua r ia l  op in ion  at the insurer's 
expense i f  the insurer docs not have  one 
on f i le .

( s )  A  memorandum in support o f  an 
a c tu a r ia l  o p in ion  and o the r  supp o r t ing  
m a te r ia l  p ro v id ed  by an in su rance  
c om pany  to the d i rec to r is c on f id en t ia l  and 
may no t  be made pub l ic  by the d i rec to r o r  
another person and is not sub ject to a c iv i l 
subpoena , except f o r  the pu rpo se  o f  
d e fen d in g  an action seeking damages f rom  
a pe rson by reason o f  an act ion required by 
this sec t ion . T he  memorandum  o r  other 
m a te r ia l may be re leased by the d irec to r 
with the w ri .ten consent o f  the company o r  
to the Americ an  Academy o f  Actua rie s  upon 
a reques t  s la t ing  that the m em o randum  o r  
o the r  m a te r ia l  is requ ired  f o r  the purpose 
o f  a d isc ip l in a ry  proceeding and se l l in g  out 
p rocedu res  sa t is fac to ry  to the d i r e c to r  f o r  
p r e s e r v in g  the con f id en t ia l i t y  o f  the 
memorandum  o r  o ther materia l . Once a 
po r t ion  o f  the m emorandum  o r  o the r  
mater ia l is cited by the company in its 
m a rke t ing ,  is cited be fo re  a gove rnmen ta l  
agency o the r  than a state insu rance 
depa rtment , o r  is re leased by the company 
to the news media , the rema inder o f  the 
c o n f id e n t i a l  m em o randum  o r  o th e r  m a te r ia l 
is no  longe r  c on f id en t ia l .

States that the support ing memo is 
c on f id e n t ia l  unless writ ten consent is 
g iven by the insu re r o r  the American 
Academy o f  Actuaries has a d isc ip l ina ry  
action in process and agrees to keep the 
in fo rm a t io n  con f iden t ia l .  I f  the 
com pany  re leases the memo the d i re c to r  
is no longe r  bound by this 
c o n f i d e n t i a l i t y  r e q u i r em e n t .

( t )  A n  insurer's aggregate rese rves fo r States the cond it ions that the insure rs 
re se rve s  must meet.
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( 1 )  a l l  l i f e  insurance po l ic ies , 
e xc lud ing  d isab i l i ty  and acc identa l death 
bene fits ,  issued on o r  a fte r the e f fec t ive  
date o f  this act, may not be less than the 
aggrega te re se rv e s ,  o r  ca lcu la ted  under 
( b ) ( 2 ) ,  ( 5 ) ,  ( 8 ) ,  and (1) o f  this section , and 
the m orta l i ty  table and rates o f  interest used 
in c a lc u la t in g  n o n fo r f e i t u r e  bene f it s  f o r  
the p o l ic ie s ;  and

See  comments on A S  2 1 .1 8 .1 1 0 (1 )  above.

( 2 )  a l l  po l ic ies , contracts, and 
bene fits may not be less than the aggregate 
r e se rves de te rm ined by a q u a l i f ie d  actuary 
to be necessary to render  the op in ion  
requ ired  unde r  (m )  o f  this section .

See  comments on A S  2 1 .1 8 .1 1 0 (1 )  above.

* Sec. 2 5 .  A S  2 1 . 1 8 . 1 1 0 (o )  is repea led and 
reenacted to read:

( o )  In  the case o f  an actuaria l op in ion 
submitted by a fo re ign  o r  a l ien  company , 
the d i rec to r  sha l l  accept an op in ion  f i led  by 
the c om pany  with the insurance 
supe rv is o ry  o f f i c i a l  o f  another state that is 
accred ited by the Na t iona l A ssoc ia t ion  o f  
In su rance  C om m is s ion e r s  i f  the d i re c to r  
dete rm ines that the op in ion  meets the 
requ irem ents  a pp l ic ab le  to a company  
dom ic i led  in this state.

T h is  section rep laces proposed A S  
2 1 . 1 8 . 1 1 0 ( 0 )  in Sec. 25  above as o f  
January 1, 1994 . The d i f fe rence  in 
e f f e c t i v e  dates r e f le c t s  r e c ip roc i ty  with 
o the r  N A IC  accredited states. See 
comments in Sec. 2 .  Sec Sec 2 23 .
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* See. 2 6 .  A S  2 1 . 1 8 . 1 3 0  is amended to read: AS 2 1 . 1 8 . 1 3 0

Sec. 21 .18 .130 .  V A LU A T IO N  O F  O T I I l -R  
S E C U R IT IE S ,  ( a )  Securit ies, o ther than 
those re fe r red  to in A S  2 1 . 1 8 . 1 2 0  a x  
A S  2 1 . 2 1 . 2 6 0 .  held by an insurer sha l l  be 
va lued , in the d iscret ion o f  the direc to r , at 
[T H E IR  M A R K E T  V A L U E ,  O R  AT ] their 
app ra ise d  v a lu e  as t J f i lc rm inS t l by « 
c o m p e t e n t  a p p r a i s a l  a e c c p t a h l o  to  
the  d i r e c t o r ,  o r  at p r ices determ ined by 
the d i r e c to r  as rep resen t ing  their fa i r  
marke t  va lue ,  a l l  cons is tent with the 
cu rren t method f o r  the va luat ion o f  a 
secu rity  fo rm u la ted  o r  approved by the 
N a t io n a l  A ssoc ia t ion  o f  Insurance 
C o m m i s s i o n e r s .

Sec. 21 .18 .130 . V A LUA T IO N  O F  O T H E R  
S E C U R IT IE S ,  (a )  Securit ies, o the r  than 
those re fe r red  to in AS 2 1 . 1 8 . 1 2 0 ,  held by an 
in su re r  sha l l  be va lued, in lire d isc re t ion o f  
the d i rec to r ,  at their market va lue , o r  at 
the ir  appra ised va lue o r  at p r ices 
de te rm ined  by the d i re c to r  as rep resen t ing  
the ir  fa i r  marke t  va lue , a l l  cons is ten t with 
the cu rren t method fo r  the va lua t ion  o f  a 
secu r i ty  fo rm u la ted  o r  app roved  by the 
N a t io n a l  A ssoc ia t ion  o f  In su rance  
C o m m i s s i o n e r s .

P ro v id e s  that a l l  securit ies , except bonds 
and add ing  except ion f o r  rea l c j ia te  
mortgages , arc va lued at appra ised va lue 
o r  at a pr ice determ ined by the d irec to r 
rep re sen t ing  f a i r  m a rk e t  va lue .
Spec i f ic s  that appra ised va lue  w i l l  be 
de te rm ined  by an app ra ise r  acceptab le o 
the d i r e c t o r .

1

(b )  P re fe r re d  o r  guaranteed stocks o r  
shares , w h i le  pay ing  f u l l  d iv idends , may be 
carr ied at a f ixed  va lue in lieu o f  market 
va lue  at the discret ion o f  the d irector and 
c o n s i s t e n t  [ IN  A C C O R D A N C E ]  with the 
method o f  computa t ion  the d irec to r 
a p p r o v e s .

(b )  P re fe r red  o r  guaranteed s lo c k s  o r  
sha res , w h i le  pay ing fu l l  d iv id end s , may be 
carr ied at a f ixed value in lieu o f  market 
va lue  at the discretion o f  the d i re c to r  and in 
acco rdance with the method o f  computa t ion  
the d i r e c t o r  app roves .

Changes te rm in o lo g y  f r om  “ in 
acco rd ance"  to “ cons is ten t" .

* Sec. 2 7 .  A S  2 1 . 1 8 . 1 3 0  is amended by adding 
a new subsection to read:

(c )  Securit ies re fe r red  to  in A S  2 1 . 2 1 . 2 6 0  
at any t ime afte r  the date o f  investment by 
an in su re r  sha l l  be va lued on that insurer's 
qua r te r ly  and annua l statement at an 
amount that may not exceed the la rger o f  
the f o l l o w in g  amounts :

States that the va lua t ion  method fo r  
repo r t in g  rea l  estate mortgages on 
insurer 's f i n a n c ia l  s tatements may not 
exceed m arke t  va lu e ,  guarantee o f  (he 
loan by U .S .  o r  an agency o f  the U .S . , o r  a 
comb ina t ion  o f  ma rke t  va lue and 
g u a r a n t e e .

( 1 )  100 percent o f  the market va lue 
o f  the rea l p rope r ty  o r  leaseho ld  securing 
the same as determ ined by a competent 
appra isa l acceptab le to the d irec to r o r  at 
va lues dete rm ined by the d irec to r as 
rep resen t ing fa i r  marke t  va lue  o f  the rea l 
p rope r ty  o r  le a seho ld ;

See comments on A S  2 1 . 1 8 . 1 3 0 (c )  above.
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( 2 )  the amount o f  insurance o r 
guaranty o f  the lo a n  by the United Sla tes o r 
by an agency o r  inst rumenta l i ty  o f  the 
United States; o r

See comments on A S  2 1 . 1 8 . 1 3 0 ( c )  above.

( 3 )  the amount p rov ided in (1 )  o f  
this subsection p lu s  the amount by which 
the excess o f  the loan o v e r  the amount 
p rov ided in ( 1 )  o f  this subsection is insured 
o r  guaranteed by the United Sta les o r  by an 
agency o r  in s t rum en ta l i t y  o f  the United 
S ta te s .

See comments on A S  2 1 . 1 8 . 1 3 0 ( c )  above.

* See. 2 8 .  A S  2 1 . 1 8 . 1 4 0 ( b )  is amended to read: A S  2 1 . 1 8 . 1 4 0 ( b )

(b )  O ther rea l p rope r ty  held by an 
insu re r s h a l l  [M A Y  N O T ]  be valued at Hug 
low e r  or cost o r  IA N  A M O U N T  IN  E X C E SS  
OF1 fa i r  m a r k e t  v a lu e  as determined bv 
recent appra isa l . I f  va luat ion is based on 
an appra isa l m o re  than three yea rs o ld ,  the 
d i rec to r may c a l l  f o r  and requ ire  a new 
app ra isa l in o rd e r  to determ ine fa i r  
m a r k e t  value. The reasonab le cost o f  the 
appra isa l sh a l l  b e  bo rne  by the insurer .

(b )  O ther rea l p roperty  held by an 
insurer may not be va lued at an amount in 
excess o f  fa i r  v a lue  as dete rm ined by recent 
copraisa l . I f  va luat ion is based on an 
a) oraisa l m o re  than three yea rs o ld ,  the 
dir . ctor may ca l l  f o r  and require a new 
a p p j ' i s a l  in o rd e r  to de te rm ine  f a i r  va lue . 
The . -asonablc  cost o f  the appra isa l sh a l l  be 
borne hy the insure r .

Adds that rea l p rope r ty  must be va lued 
on the financia l statement at the low e r  
cost o r  fair market va lue .

* See. 2 9 .  AS  2 1 . 2 1 . 0 5 0  is amended to read: A S  2 1 . 2 1 . 0 5 0

Sec. 21 .21 .050 . D IV E R S IF IC A T IO N  O F  
IN V E S T M E N T S .  An insurer sha l l invest in o r 
ho ld  as admitted assets categories o f  
inves tments o n ly  w ith in  app l ic ab le  l im i ts  
as fo l l ow s :

See. 21 .21 .050 . D IV E R S IF IC A T IO N  OF 
IN V E ST M E N T S .  An insurer sha l l invest in o r  
ho ld  as admitted assets categories o f  
investments o n l y  with in app l ic a b le  l im i t s  
as fo l low s :

N o  change

(1 )  an in su re r  may not , except with 
the consent o f  the d i rec to r ,  have a 
comb ina tion  o f  inves tmen ts in o r  loans 
upon the security o f  the ob l ig a t ions , 
p rope r ly ,  o r  secu ri t ie s  o f  any one  person, 
o r  insu re r , agg rega t ing  an amoun t 
exceed ing f ive  pe rcen t  o f  the insurer's  
assets; this rest r ic t ion  does not app ly to

(1 )  an insurer may not, except with 
the consent o f  the d i rec to r ,  have a 
combination o f  inves tments in o r  loans 
upon tne security o f  the ob l ig a t io n s ,  
p rope r ly ,  o r  securit ies o f  any o n e  person , 
o r  insurer , aggrega ting an amoun t 
exceed ing f iv e  percen t o f  the insurer's 
assets; this restriction does not app ly  to

N o  change

(A )  genera l ob l igat ions o f  
the United States; o r

(A )  genera l ob l ig a t ions  o f  
the United Stales; o r

N o  change
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( B )  general ob l ig a t io n s  o r  a 
state o f  the United States that is not 
in so lv en t  and whose secu r i t ie s  arc 
not then in defau lt ; o r

(B )  general ob l ig a t io n s  o f  a 
state o f  the United States that is not 
in so lv en t  and whose s e c u r i t ie s  arc 
no t  then in defau lt ; o r

N o  change

(C )  po l icy lo an s  made under 
A S  2 1 . 2 1 . 2 1 0 ;

(C )  po l icy lo an s  made under 
A S  2 1 . 2 1 . 2 1 0 ;

N o  change

( 2 )  an insurer may n o t  invest in o r  
ho ld  at any one time more than 10 percent 
o f  the outstanding voting s tock o f  a 
c o rp o ra t ion ,  except with the consen t  o f  the 
d i r e c to r  given with respect to  vot ing  r ights 
o f  p re fe rence  stock  during d e f a u l t  o f  
d iv idends ; this paragraph does not app ly  to 
s tock o f  a who l ly -owned subs id ia ry  o f  the 
in su re r  o r  to con t ro l l ing  s lo ck  o f  an 
in su re r  acqu ired  under A S  2 1 . 2 1 . 1 7 0 ;

( 2 )  an insurer may no t  inves t in o r  
ho ld  at any one time more than 10 percent 
o f  the outstanding voting stock o f  a 
co rpo ra t ion , except with the con sen t  o f  the 
d i rec to r  g iven with respect l o  v o t ing  r ights 
o f  p re fe rence  stock during d e f a u l t  o f  
d iv idends ; this paragraph docs not app ly  to 
s tock o f  a who l ly -owned sub s id ia ry  o f  the 
insurer o r  to contro l l ing s tock o f  an 
insu re r  acqu ired  under A S  2 1 . 2 1 . 1 7 0 ;

N o  change

( 3 )  an insurer, o the r  than tit le 
in su re r ,  sh a l l  invest and m a in ta in  invested 
funds in an amount not less than the 
h ig h e r  o f

( 3 )  an insurer, o the r  than tit le 
insu re r , sh a l l  invest and m a in ta in  inves ted  
funds in an amount not less than the 
h ighe r  o f

N o  change

(A )  the m in im um  basic 
cap ita l f o r  stock in su re rs  o r  basic 
gua ran tee surp lus f o r  m u tua l 
insu re rs  and add it iona l su rp lu s  f o r  
both s tock and mutua l in su re rs  
requ ired  under AS 2 1 . 0 9 . 0 7 0 ;  o r

(A )  the m in im um  basic 
cap ita l f o r  stock in su re rs  o r  bas ic 
gua ran tee  surplus f o r  m u tu a l  
in su re rs  and add it iona l s u rp lu s  f o r  
both s lo c k  and mutua l in su re rs  
requ ired  under AS 2 1 . 0 9 . 0 7 0 ;  o r

N o  change

(B )  50  percent o f  the total 
capita l and surp lus sh ow n  on the 
most  recent statement o f  the 
insurer 's f inanc ia l c o n d i t io n  as f i led  
w ith the d i rector under A S  2 1 . 0 9 . 2 0 0  
o n ly  in

(B )  50 percent o f  the tota l 
cap ita l and surplus sh ow n  on the 
m os t  recent statement o f  the 
in su re r 's  financia l c o n d i t i o n  as f i le d  
with the director under A S  2 1 . 0 9 . 2 0 0  
o n l y  in

N o  change

( i )  cash; ( i )  cash; N o  change

( i i )  the f u l l y  insured 
po rt ion  o f  bank depos i ts  when 
the insurance is p rov id ed  by a 
so lven t  agency o f  the United 
States gove rnmen t o r  by 
co l la te ra l in the f o rm  o f  the 
securit ies p r o v id ed  f o r  under 
A S  2 1 .2 1 .0 6 0  and 2 1 . 2 1 . 0 8 0 ;  o r

( i i )  the f u l l y  insured 
port ion o f  bank d ep o s i t s  when 
the insurance is p r o v id e d  by a 
so lven t agency o f  the  Un ited  
States gove rnment o r  by 
co l la tera l in the f o rm  o f  the 
securit ies p r o v id ed  f o r  under 
A S  21 .2 1 .060  and 2 1 . 2 1 . 0 8 0 ;  o r

N o  change
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( . i i )  the securit ies 
p rov id ed  f o r  under 
AS 2 1 . 2 1 . 0 6 0  and 2 1 . 2 1 . 0 8 0 ;

( i i i )  the 'cu r i t ic s  
p rov ided  f o r  under 
A S  21 .2 1 .0 6 0  and 2 1 . 2 1 . 0 8 0 ;

N o  change

( 4 )  a l i f e  insurer shall  inves t and 
keep invested its funds in an amount not 
less than the reserves under its l i f e  
in su rance  p o l ic ie s  and annuity con t ra c t s ,  
other than va r iab le  annuities, in f o r c e ,  in 
cash o r  the securit ies o r  investments 
p rov ided  f o r  under this chapter;

( 4 )  a l i f e  insurer sha ll  invest and 
keep invested its funds in an am oun t  not 
less than the reserves under its l i f e  
in su rance  p o l ic i e s  and annu ity  con t rac ts ,  
o th e r  than va r iab le  annuities, in fo rce ,  in 
cash o r  the securit ies o r  investments 
p rov ided  f o r  under this chapter;

N o  change

( 5 )  except with the director 's 
written consent , an insu re r may n o t  have 
invested a t any one l ime more than 2 0  
percent o f  its assets in the class o f  securit ies 
described in A S  2 1 . 2 1 . 1 4 0 ,  exc lusive o f  
ob l ig a t io n s  o f  pub l ic  uti l i t ies ;

( 5 )  except with the director 's 
written consent , an insu re r may no t  have 
invested at any one time more  than 2 0  
percent o f  its assets in the class o f  securit ies 
described in A S  2 1 .2 1 .1 4 0 ,  exc lu s ive  o f  
ob l ig a t io n s  o f  pub l ic  uti l i t ies ;

N o  change

( 6 )  an insu re r may invest and  have 
invested at any o n e  time in aggregate 
amount not m o re  than 10 percent o f  its 
assets in a l l  s tocks under AS 2 1 . 2 1 . 1 6 0 ,  
2 1 . 2 1 . 1 7 0 ,  and 2 1 .2 1 .2 0 0 ,  except with the 
d i rec to r 's  w rit ten  consen t ;  de te rm ina t ion  o f  
the amount that an insurer has inves ted in 
common  stocks f o r  the purposes o f  this 
paragraph is based on the cost o f  the stocks 
to the insure r ; this paragraph does no t  
app ly  to s tock  o f  a con tro l led  or subs id ia ry  
in su rance  c o rp o r a t i o n  o r  o the r  c o r p o r a t i o n  
held under A S  2 1 . 2 1 . 1 7 0  and 2 1 .2 1 .1 8 0 ;

( 6 )  an insurer may inves t and have  
invested at any  one l ime in aggregate 
amoun t not m o re  than 10 percent o f  its 
assets in a l l  stocks under A S  2 1 . 2 1 . 1 6 0 ,  
2 1 . 2 1 . 1 7 0 ,  and 7 ' . . ; ; . 2 ' ? ' ’  rv^ppt with the 
d i rec to r 's  w rit ten  consent ; d e te rm ina t ion  o f  
the amount that an insurer has invested in 
common s lo c k s  f o r  the purposes o f  this 
paragraph is based on the cost o f  the stocks 
to the in su re r ;  this paragraph docs not 
app ly  to s tock o f  a con tro l led  o r  subs id ia ry  
in su rance  c o rp o r a t i o n  o r  o th e r  c o rp o r a t i o n  
he ld  under A S  2 t . 2 1 . 1 7 0  and 2 1 . 2 1 . 1 8 0 ;

N o  change

( 7 )  except with the director 's 
written consent , an insu re r may not have 
invested at any one time more than 10  
percent o f  its assets in any one o f  the class 
o f  securit ies described in AS 2 1 .2 1 .1 0 0 ,  
2 1 .2 1 .1 5 0 ,  2 1 .2 1 .1 9 0 ,  [O R )  2 1 .2 1 .2 5 0 fc l .  o r  
2 1 , 2 1 . 2 6 0 .

( 7 )  except with the director 's 
written consen t ,  an insu re r may n o t  have 
invested a l any one time m ore  than 10 
percent o f  its assets in any one o f  the class 
o f  securit ies described in AS 2 1 . 2 1 . 1 0 0 ,  
2 1 .2 1 .1 5 0 ,  2 1 .2 1 .1 9 0 ,  o r  2 1 .2 1 .2 5 0 (c ) .

Adds rea l  estate secured mortgage 
ob l igat ions to the list o f  types o f  
investcmnts to which a lim itat ion o f  10%  
o f  assets f o r  domestic insurers is appl ied 
in (7 ) .
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•  See . 3 0  A S  2 1 . 2 1 . 1 7 0 (b )  is amended to read:

(b )  W ith  the director's consent an insurer 
may acqu ire  and ho ld  the con t ro l l ing  
interest in the outstanding vot ing  stock o f  
a no the r  s tock in su re r  fo rm ed  under the 
laws o f  this o r  another state. A l l  stocks 
under this subsection sha l l  be subject to the 
l im i t a t i o n s  o n  a c q u i s i t i o n  ( L I M I T A T I O N  
A S  T O  A M O U N T ]  os provided in AS 21 .2 1 .180 .

(b )  W ith  the director 's consent an insurer 
may acqu ire  and h o ld  the con t ro l l in g  
interest in the outstanding vot ing  s tock o f  
ano the r  s tock insu re r  fo rm ed  under the 
laws o f  this o r  another state. A l l  stocks 
under this subsection sha l l be sub ject to the 
l im itat ion as to amount as p rovided in AS 
2 1 . 2 1 . 1 8 0 .

•  See. 3 1 .  A S  2 1 . 2 1 . 1 8 0  is repea led and 
reenacted to read:

A S  2 1 . 2 1 . 1 8 0

Sec. 21 .2 1 .1 8 0 .  IN VESTM EN TS  IN 
S U B S ID IA R IE S ,  (a ) A  domestic insurer, 
c ither a lone  o r  in coope ra tion  with one o r  
m o re  pe rsons , may o rgan ize  o r  acqu ire one 
o r  m o re  subs id ia r ies  engaged in the 
f o l l ow in g  k inds  o f  business:

See. 2 1 . 2 1 . 1 8 0 .  S T O C K S  O F  S U B S ID IA R IE S .  
W ith  the d irector 's  consent an in su re r  may 
in v e s t  in the s to ck  o f  its w h o l ly - ow n e d  
sub s id ia ry  in su rance  co rp o ra t io n ;  o r  in the 
s t o c k  o f  i t s  w h o l l y - o w n e d  s u b s i d i a r y  
business co rpo ra t ion  fo rmed under the laws 
o f  this s late and necessary and incidenta l to 
the c o n v en ie n t  o p e ra t io n  o f  the insu re r 's  
insu rance business o r  to the adm in is t ra t ion  
o f  an y  o f  its inves tm en ts .  A l l  o f  the 
in su re r ' s  in v e s tm en ts  unde r  th is s e c t io n ,  
t oge the r  with its inves tm en ts  in in su rance  
stocks under A S  2 1 . 2 1 . 1 7 0 (b )  may not at any 
t im e exceed the am oun t  o f  the inve s t ing  
insu re r 's  su rp lu s ,  i f  a l i f e  in su re r ,  o r  its 
su rp lus  to p o l ic yh o ld e rs  i f  o the r  than a l i fe  
i n s u r e r .

Sets out f o r  insurers the k inds o f  
business that a subs id ia ry  to an insurer 
may be engaged. O ld  section repealed.

( 1 )  insu rance business au thor ized  
by this tit le ;

See comments on AS 2 1 . 2 1 . 1 8 0  above.

( 2 )  acting as an insurance 
p roduce r  o r  as an agent f o r  the insurer's 
parent o r  f o r  any o f  the insurer's parent's 
in su re r  sub s id ia r ie s  and c on t ro l le d  
a f f i l i a t e s ;

See comments on AS 2 1 . 2 1 . 1 8 0  above.

( 3 )  inves t ing , re inves t ing , o r  
t rad ing in securit ies f o r  the insurer's own 
account, that o f  the insurer's  parent, a 
subs id ia ry  o f  the insurer's parent, an 
a f f i l i a t e ,  o r  a subs id iary ;

Sec comments on A S  2 1 . 2 1 . 1 8 0  above.

I
I
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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 
s e r v ic e s ;

See comments on AS 21.21.180 above.

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

Sec comments on AS 21.21.180 above.

(6) rendering investment advice to 
a government,  governm ent agency, 
corporation, or other organization or 
g r o u p ;

Sec comments on AS 21.21.180 above.

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

See comments on AS 21.21.180 above.

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

Sec comments on AS 21.21.180 above.

(9) acting as administrative agent 
for a governmental instrumentality that is 
pe rfo rm ing  an insurance function;

Sec comments on AS 21.21.180 above.

(10) financing insurance 
premiums, agents, and other forms of 
c o n su m e r  financing ;

Sec comments on AS 21.21.180 above.

(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

See comments on AS 21.21.180 above.

(12) owning a corporation engaged 
or organized to engage exclusively in one 
or more of the businesses specified in this 
s e c t io n .

See continents on AS 21.21.180 above.

(b) A domestic insurer may also See comments on AS 21.21.18(1 above.
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(1) invest in securities described in 
AS 21.21.140 - 21.21.160 of one or more
subsidiaries in amounts that 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 
investm ent,  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 o f  the investment,
investment in domestic or foreign
insurance subsidiaries shall be excluded, 
but the following must be included;

Sec comments on AS 21.21.180 above.

(A) total net moneys or other 
consideration expended and all 
obligations assumed in the 
acquisition or formation of a 
subsid iary ,  including all 
o rganizational expenses and 
contributions to capital and surplus 
o f  the subsidiary if represented or 
not represented by the purchase of 
capital stock or issuance o f  other 
securities; and

Sec comments on AS 21.21.180 above.

(B) all amounts expended in 
acquiring  additional securities  
described in AS 21.21.140 - 21.21.160 
and all contributions to the capital or 
surplus o f  a subsidiary subsequent to 
the subsidiary's acquisition or 
f o r m a t io n ;

See comments on AS 21.21.180 above.

(2) invest an amount in securities 
described in AS 21.21.140 - 21.21.160 o f  one 
or more subsidiaries engaged or organized 
to engage exclusively in the ownership and 
management o f  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 o f  this paragraph, the total 
investment of the insurer includes:

Sec comments on AS 21.21.180 above.
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(A) a direct investment by 
the insurer in an asset; and

Sec comments on AS 21.21.180 above.

(B) the insurer's 
proportionate share of an investment 
in an asset by a subsidiary o f  the 
insurer calculated by multiplying 
the amount of the subsidiary's 
investment by the percentage of the 
ownership in the subsidiary; or

Sec comments on AS 21.21.180 above.

(3) with the prior written approval 
o f  the director, invest a greater amount in 
those securities described in AS 21 .2 1 .1 40-  
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 
financia l needs.

See comments on AS 21.21.180 above.
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(c) A domestic insurer shall determine if 
an investment meets the applicable 
requirements under (b) o r  this section 
before the investment is made by 
calcu la ting  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 o f  capital invested 
and not giving effect to dividends.

See comments on AS 21.21.180 above.

(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 o f  control or within a further 
lime that the director prescribes unless, at 
any time after the investment has been 
made, the investment meets the 
requirem ents  fo r  investm ent under 
another section o f  this chapter and the 
insurer has notified the director regarding 
the application o f  another section of this 
chapter lo the investment.

See comments on AS 21.21.180 above.

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

See. 21.21.255. REGULATION OF SECURITIES 
HELD BY INSURERS. As provided under 15 
U.S.C. 77r- l(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 o f  this title.

See. 21.21.255. REGULATION OF SECURITIES 
HELD BY INSURERS. As provided under 15 
U.S.C. 77r-l(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.

Deletes a reference to a section that is 
r e p e a l e d .
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* See. 33. AS 21.21.350(b) is amended to read: AS 2 1 .2 1 .3 5 0 (b )

(b) Before completing investment 
activities with or through affiliated or 
co n tro l l ing  pe rsons  o r  co m p le t io n  a
i r& n s& cUoD  of, t h e  l m  , l i s t e d  J n
AS 2 1 . 2 1 . 1 8 0 .  an insurer shall fullv 
disclose and document in writing to its 
board o f  d irectors ,  the com m ittee  or 
c o m m i t t e e s  h a v i n c  r e s p o n s i b i l i t y  Tor 
r e v i c w i n c  t h e  i n s u r e r ' s  f i n a n c i a l
c o n d i t i o n  u n d e r  A S  2 1 . 2 2 . 1 0 5 ( d )  o r
fe ) .  and the committee authorized by the 
board and charged with the supervision or 
making o f  the investment or loan involved, 
the material facts concerning the 
affiliation or circumstances o f  control. An 
insurer may not complete an investment 
activity with or through affiliated or 
controlling persons [,] unless the board of 
d i r e c to r s*  by specific board action, 
authorizes the transaction and concludes 
that the transaction complies with (c) and 
(d) o f  this section. The vole of the board 
authorizing the transaction must be 
recorded in the minutes, on a membcr-by- 
mcmbcr basis, and must indicate each vote 
approving, disapproving, or abstaining on 
the tran sac t ion .

(b) Before completing investment 
activities with or through affi liated 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.

Amendment requires disclosure of 
information on acquisition of 
subsidiaries by insurers to the board of 
directors and any committees on 
financial condition.
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* Sec. 34. AS 21.21 is amended by adding new 
sections to read:

See. 21.21.370. INVESTMENTS IN MEDIUM 
GRADE AND LOWER GRADE OBLIGATIONS, (a) 
A domestic insurer may not acquire, 
directly or indirectly, a medium grade or 
lower grade obligation of an institution if, 
after giving effect to the acquisition,

Provides that limits arc placed on a 
domestic insurer's ability to purchase 
new medium grade and lower grade 
invcstemcnl obligations. Obligations 
rated four or lower, five or lower and six 
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 
po licyholers  surplus account.
Obligations rated four or lower are 
gcncally not rated by the private 
securities rating firms and ar coftcn 
referred to as "junk bonds."

(1) the aggregate amount of all 
medium grade and lower grade obligations 
held by the domestic insurer exceeds 20 
percent of its admitted assets if not more 
t h a n

Sec comments on AS 21.21.370(a) above.

(A) 10 percent o f  its admitted 
assets consist of obligations rated 
four, five, or six by the securities 
valuation office;

See comments on AS 21.21.370(a) above.

(B) three percent of its 
admitted assets consist o f  obligations 
rated five or six by the securities 
valuation office; and

Sec comments on AS 21.21.370(a) above.

(C) one percent of its 
admitted assets consist o f obligations 
rated six by the securities valuation 
office; or

See comments on AS 21.21.370(a) above.
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(2) the aggregate amount of all 
medium grade or lower grade obligations 
held by the domestic insurer exceeds 30 
percent o f  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.

Sec comments on AS 21.21.370(a) above.

(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.

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

(c) A domestic insurer may not invest in 
medium grade and lower grade obligations 
issued, guaranteed, or insured by a single 
institution in an aggregate amount greater 
t h a n

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.

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

See comments on AS 21.21.370(a) above.

(2) one-half o f  one percent of its 
admitted assets in lower grade obligations; 
a n d

See comments on AS 21.21.370(a) above.

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

See comments on AS 21.21.370(a) above.

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

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.

(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.

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.

Allows an acquisition to occur if  the 
securities were obligated to be acquired al 
a lime when the insurer was permitted to 
do so.

(b) Notwithstanding AS 21.21.370, a 
domestic insurer may acquire an obligation 
o f  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 o f  the institution, if  all the 
acquired obligations do not exceed one-half 
of one percent of the insurer’s admitted 
asse ts .

Permits acquisition to protect an 
investm ent previously made.

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

Permits a domestic insurer to acquire an 
obligation created by a restructuring of a 
medium or lower grade obligation already 
h e ld .

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

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

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 o f  its 
admitted assets in medium grade and lower 
grade obligations, shall adopt a written plan 
for making these investments .

Requires that a written plan be adopted by 
the board o f  directors of a domestic 
insurer if investment is made in medium 
grade or lower grade obligation which 
amounts to greater than 2% of assets.

(b) The written plan adopted under (a) of 
this section must contain

Sets out the required elements of the 
written plan which are based on quality 
and d ivers if ica tion .
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(1) guidelines for the quality of the 
issues in which investments are to be made; 
a n d

See comments on AS 21.21.390(b) above.

(2) diversification standards 
including standards for issuer,  industry, 
duration, l iquidity, and geographic 
lo c a t io n s .

See comments on AS 21.21.390(b) above.

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 o f  the insurer's medium 
grade and lower grade obligations would be 
detrimental to the interests o f  
policyholders, the director may issue an 
order under AS 21.06.100 requiring one or 
more o f  the following:

Grants to the director the authority to 
order the write-down of holding value or 
disposition o f  medium or lower grade 
obligations or actions against the 
Certificate o f  Authority if the medium or 
lower grade obligations are considered 
dctremcntal to the policyholders of the 
i n s u r e r .

(1) the disposition of lower grade 
o b l ig a t io n s ;

Sec comments on AS 21.21.400 above.

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

See comments on AS 21.21.400 above.

(3) action under AS 21.09.150. See comments on AS 21.21.400 above.

* 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;

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

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

See comments on AS 21.21.600 above.

(19) "institution" means a 
corporation, jo in t  stock company, 
association, trust, business partnership, 
business joint venture, or similar entity;

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

See comments on AS 21.21.600 above.

(21) "medium grade obligation" 
means an obligation that is rated three by 
the securities valuation office or its 
su c c e s s o r ;

Sec comments on AS 21.21.600 above.

(22) "securities valuation office" 
means the organization designated by the 
National Association o f  Insurance 
Commissioners to determine the carrying or 
admitted asset value o f  obligations owned by 
the insurer.

See comments on AS 21.21.600 above.

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

(k) An insurer subject to registration 
under (a) o f  this section shall register 
annually by April 1 o f  each year for the 
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 o f  a holding 
company system and that is not subject to 
registration under (a) of this section, to 
furnish a copy o f  the registration 
statement, the summary specified in (1) of 
this section, or other information filed by 
the insurer with the insurance regulatory 
authority o f  the insurer's state of domicile.

Requires insurers to file a holding 
company statement on April 1 of each 
y e a r .

(1) An annual registration statement filed 
under (k) o f  this section must contain a 
summary outline o f  items in the current 
reg is tra t io n  s ta tem en t  rep resen t ing  
changes from the prior registration 
s t a t e m e n t .

Requires annual filing of holding 
company statements to include a list of 
changes from the prior year.
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* See. 37. AS 21.22 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.

Bstablishes s tandaiJs 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.

(b) If an acquisition violates the 
standards established in (d) and ( 0  o f  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 o f  the 
acquisition within a reasonable time. Based 
upon a plan or o ther information submitted, 
the director shall specify the conditions, if 
any, under a time period during which the 
aspects o f  the acquisition causing a 
violation o f  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 
c o n s u m m a te d .

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 o f  the acquisition.

(c) 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 
n o t i f i c a t i o n

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 
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;

Sec comments on AS 21.22.065(c) above.

(2) may include an opinion of an 
econom ist regarding the competitive effect 
o f  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

Sec comments on AS 21.22.065(c) above.

(3) must be followed by a wailing 
period beginning on the date of receipt by 
the director o f  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 o f  the 
waiting period by the director, whichever 
is earlier.

Sec comments on AS 21.22.065(c) above.

(d) The director may enter an order under 
(b) of this section regarding an acquisition 
i f

(1) the insurer fails to file adequate 
information in compliance with (c) of this 
se c t io n ;

The director may order based onl he 
preacquisition filing that the filing is 
incomplete or that there is evidence of 
a n t ic o m p e t i t iv e  effect under guidelines 
p ro v id e d .
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(2) there is substantial evidence 
that the acquisition may substantially 
k r s c n  competition, create a monopoly in a 
line of insurance in this slate or 
s ignificantly  increase an insurer's market 
concentration; there is substantial evidence 
when the aggregate market share of any 
grouping o f  the largest insurers in the 
market, from the two largest to the eighth 
largest, has increased by seven percent or 
more o f  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;

See comments on AS 21.22.065(d) above.

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

See comments on AS 21.22.065(d) above.

(A) if the market is highly 
concen tra ted ,  the involved insurers 
possess the following shares of the 
m a r k e t :

See comments on AS 21.22.065(d) above.

Insurer A Insurer U 
4 percent 4 percent or more 
10 percent 2 percent or more 
15 percent I percent or more;

Sec comments on AS 21.22.065(d) above.

(11) if the market is not 
highly concentrated, the involved 
insurers possess the following shares 
o f  the market:

Sec comments on AS 21.22.065(d) above.

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.

See comments on AS 21.22.065(d) above.
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(e) A percentage not shown in the tables 
contained in (d) or this section may be 
interpolated proportionately to the 
percentage that is shown. The insurer with 
the largest share o f  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 o f  a violation o f  the 
competitive standards contained in (d) of 
this section.

Guidlines arc given for using the tables 
on market concentration.

( 0  Even though an acquisition does not 
violate the competitive standard under (d) 
o f  this section, the director may establish 
the requisite anticompetit ive 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 
o f  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 o f  market leaders, 
number o f  com petitors ,  concentra tion , 
trend o f  concentration in the industry, and 
case of entry into and exit out of the market. 
The burden of showing substantial evidence 
o f  a violation of the competitive standards 
rests with the director.

The director may make conclusions on 
concentrations based on other 
substan tia l  evidence.

(g) An order may not be entered under 
(b) o f  this section if

(1) the acquisition will yield 
substantial economy of scale or economy in 
resource uti lization that cannot be achieved 
in another way and the public benefits that 
would arise from the economy exceed the 
public benefits that would arise from not 
lessening competition; or

The dirccor may not order ceasing 
business or refuse to approve the 
acquisition if the acquisition results in 
economy of scale, other public benefits 
or increase in the availability of 
i n s u r a n c e .

(2) the acquisition will 
substantially increase the availability of 
insurance and the public benefits of the 
increase exceed the public benefits that 
would arise from not lessening competition.

See comments on AS 21.22.065(g) above.
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(h) A person who violates a cease and 
desist order or the director under (b) of this 
section may. after hearing and on order o f  
the director, be subject to the suspension or 
revocation o f  a license, a civil penalty not 
to exceed $10,000 for ea>.,. day of violation, 
or both.

Violation of the order to cease operations 
could mean revocation, or suspension of 
the Certificate o f  Authority of the 
insurer or $10,000 for each day of 
v io la t io n .

(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.

An insurer who dues not make an effort 
lo file notice or other information on the 
acquisition can be fined $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 c f  control under
AS 21.22.200(2), it is not solely for 
investment purposes unless the insurance 
supervisory official o f  the insurer's stale o f  
domicile accepts a disclaimer o f  control or 
affirmatively finds that control docs not 
exist and the disclaimer action or 
affirmative finding is communicated by the 
domicil iary commissioner to the director;

Certain acquisitions are exempt from 
this notice and approval due to approval 
by the director under other statutes, 
purchases for investm ent purposes, 
purchases by affi l iates , 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.

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

See comments on AS 21.22.065(j) above.
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( 4 )  the acquis it ion o f  an a lready 
a f f i l i a t e d  pe rson ;

Sec comments on AS 2 1 . 2 2 . 0 6 5 ( j )  above.

(S )  an acquisition if,  as an 
immed ia te  resu lt  o f  the acqu is it ion ,

Sec comments on AS 2 1 . 2 2 . 0 6 5 ( j )  above.

(A )  the combined market 
sha re  o f  the invo lv ed  insurers w ou ld  
not exceed f ive  percent o f  the tota l 
m a r k e t ;

See comments on AS 2 1 . 2 2 . 0 6 5 ( j )  above.

( B )  there would not be an 
increase in a market share o f  the 
la rg e r  w r i te r ;  o r

See comments on AS 2 1 . 2 2 . 0 6 5 ( j )  above.

(C )  the combined market 
sha re  o f  the invo lv ed  insurers w ou ld  
not exceed 12 percent o f  the total 
ma rke t  and the market sha re o f  the 
la rg e r  w riter w ou ld  not increase by 
m o re  than two percent o f  the tota l 
m a r k e t ;

See comments on AS 2 1 . 2 2 . 0 6 5 ( j )  above.

( 6 )  an acquis it ion fo r  which a 
p re acqu is i t ion  n o t i f ic a t io n  wou ld  be 
required under this section due so le ly  to the 
resu lt ing  e f f e c t  on  the ocean marine 
insurance l in e  o f  business; o r

See comments on AS 2 1 . 2 2 . 0 6 5 ( j )  above..

( 7 )  an acquisition o f  an insurer 
who se  d om ic i l i a r y  c om m is s io n e r  
a f f i rm a t iv e ly  f inds that the insurer is in a 
fa i l in g  cond i t ion ,  there are no feas ib le  
a l t e rn a t iv e s  to im p ro v in g  this in su re r 's  
c ond i t ion ,  the pub l ic  bene f its o f  im p rov ing  
the in su re r 's  cond i t ion  through the 
acqu is i t ion  exceed the pub l ic  bene f it s that 
w ou ld  a r ise  f rom  not lessening compet i t ion , 
and these f ind ings are c cnm un ica ted  by 
the d om ic i l i a ry  com m is s ion e r  to this state's 
d i r e c t o r .

See comments on AS 2 1 ,2 2 . ( l f i5 ( j )  above.

( k )  AS 2 1 . 2 2 . 1 5 0 -  2 1 . 2 2 . 1 6 0  and 2 1 . 2 2 . 1 8 0  
d o  not app ly  to acqu is it ions covered under 
th is sec t ion .

l ixempts  acqu is it ions w hu h  must he fi led 
under this sec t ion f rom  res t r ic t ions on 
vot ing  securit ies , seiz ing o f  vot ing 
secu r i t ie s ,  and ic cc iv c ish ip  o f  the 
i n s u r e r .
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•  See. 3 8 .  A S  2 1 . 2 2 . 0 8 0  is amended to read: A S  2 1 . 2 2 . 0 8 0

See. 21 .2 2 .080 .  T RA NSA C T IO N S  W ITH  
A F F I L IA T E S .  Mater ia l t ransactions by 
reg is te red  insure rs with their a f f i l i a t e s  arc 
sub jec t  to the fo l l ow in g  standards:

See. 21 .2 2 .0 80 .  T RA N SA C T IO N S  W ITH  
A F F IL IA T E S .  Mater ia l t ransactions by 
reg iste red in su re rs  with the i r  a f f i l i a t e s  are 
sub ject to the f o l l ow in g  standards:

AS  2 1 . 2 2 . 0 8 0  adds standards f o r  material 
t ran sac t ion s  w ith  a f f i l i a t e d  companies 
on fees and expenses.

( 1 )  the terms sha ll  be fa i r  and 
r e a s o n a b l e ;

( 1 )  the terms sha l l be fa i r  and 
r e a s o n a b l e ;

N o  change

( 2 )  c h a r e c s  o r  Tees Tor 
s e r v i c e s  p e r f o r m e d  s h a l l  be 
c.c usujiub It:

Sec comments on AS 21 .2 2 .0 8 0  above.

f3 1  e x p e n se s  i n c u r r e d  a n d  
p a y m e n t  r e c e i v e d  s h a l l  be a l l o c a t e d
Iq the Insurer__ in,., conformity .with
c u s t o m u r v  i n s u r a n c e  a c c o u n t i n n  
practices___consistently a p p l i e d ;

See comments on AS 2 1 .2 2 .0 8 0  above.

(A)  the books , accounts, and 
reco rd s  o f  each party sha l l  be maintained so 
as to d isc lose  c le a r ly  and accurate ly the 
p rec ise nature and detai l o f  the 
t r a n s a c t i o n s  i n c l u d i n g  a c c o u n t i n e  
information that is. necessary . . . t o  
s u p p o r t  t h e  r e a s o n a b l e n e s s  o f  th e
charges__or__ fees__to the__ respecl iyc
parties; and

( 2 )  the books , accounts, and records 
o f  each p a r ly  sha l l be maintained so as lo 
d isc lo se  c le a r l y  and accura te ly  the precise 
nature and deta i ls  o f  the transactions; and

Sec comments on AS 2 1 .2 2 .0 8 0  above.

t i l  [ ( 3 ) ]  the insurer's surp lus as 
r eg a rd s  p o l ic y h o ld e r s  f o l l ow in g  any 
d iv id end s  o r  d is t r ibu tions to sha reho lde r  
a f f i l i a t e s  o r  p e r fo rm ance  under a mate r ia l 
t ransact ion with an a f f i l i a t e  sha l l  be 
r ea sonab le  in re la t ion  to the insurer's 
outstand ing l iab i l i t ies  and adequate to its 
f i n a n c i a l  needs .

( 3 )  the insurer's surp lus as regards 
p o l ic y h o ld e rs  l o l l ow in g  any d iv idends o r  
d is t r ibu t ion s  lo  sh a reho ld e r  a f f i l i a t e s  o r  
p e r fo rm an c e  under a m a te r ia l  t ran sac t ion  
with an a f f i l i a t e  sha l l  be reasonab le  in 
re la t ion  to  the insure r 's  ou ts tand ing 
l iab i l i t ies  and adequate to  its f inanc ia l 
n e e d s .

N o  change
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* See. 39 .  A S  2 1 . 2 2  is amended by adding a 
new section to read:

Sec. 21 .2 2 .0 85 .  T R A N SA C T IO N S  IN V O LV IN G  
A  DO M EST IC  IN SUR f iR  R E Q U IR IN G  D IRECTOR  
R E V IE W ,  (a )  The fo l l ow in g  transactions 
in v o lv in g  a domest ic  insurer and a person 
in its ho ld ing  company system may not be 
entered in to  un less the insu re r has no t i f ied  
the d i rec to r  in w rit ing  o f  the insurer's 
intention to en te r  in to  the transaction at 
least 3 0  days be fo re  the transaction, o r  a 
sho rte r  per iod  i f  a l l ow ed  by the d i rector , 
and the d i r e c to r  has not d isapproved the 
t ran sac t ion  w ith in  the requ i red  not ice 
p e r i o d :

R equ i re s  no t i f ica t ion  o f  the d i rec to r o f  
ce rta in  m a te r ia l  t ransac t ions between a 
domestic  insurer and any person ib its 
ho ld ing  company system . These 
t ran sac t ions  inc lude  pu rchases , loans , 
r e in su rance  ag reemen ts  and con t rac ts .

( 1 )  a sa le , purchase, exchange, loan 
o r  extens ion o f  cred it , guarantee, o r  
inves tmen t ,  p rov id ed  the t ransaction is 
equa l to o r  exceeds

See comments on A S  2 1 .2 2 .0 8 5 (a )  above.

( A )  w ith respect to insurers 
o th e r  than l i f e  insurers , the lesse r  o f  
th ree  pe rcen t o f  the insurer's 
admitted assets o r  25  percent o f  
su rp lu s  that perta ins to p o l ic y h o ld e r  
su rp lu s ,  each ca lcu la ted  under 
A S  2 1 . 2 1 . 0 2 0 ( d ) ;  o r

See comments on A S  2 1 .2 2 .0 8 5 (a )  above.

( B )  with respect to l i fe  
in su re rs ,  three pe rcen t o f  the 
insure r 's  admitted assets ca lcu la ted  
unde r  A S  2 1 . 2 1 . 0 2 0 ( d ) ;

See comments or. A S  2 1 .2 2 .0 8 5 (a )  above.

( 2 )  a loan o r  extension o f  credit to a 
person who is not an a f f i l ia te ,  where the 
insure r m akes loans o r  extens ions o f  credit 
w ith  the ag reemen t o r  understanding that 
the proceeds o f  the transaction, in who le  o r  
in substantial part, are to be used to make a 
loan  or extension o f  cred it to, purchase an 
asset o f ,  o r  make an investment in an 
a f f i l i a t e  o f  the insu re r making the loan o r  
ex tens ion o f  c red it  p rov ided  the transaction 
is equal to o r  exceeds

See comments on AS 2 1 . 2 2 . 0 8 5 ( a )  above.
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(A )  with respect to insurers 
o th e r  tlmn l i fe  insurers , the le s se r  o f  
th ree percen t o f  the insurer 's 
admitted assets o r  25  percent o f  
su rp lu s  that perta ins to  p o l ic y h o ld e r  
su rp lu s ,  each ca lcu la ted  under 
A S  2 1 . 2 1 . 0 2 0 ( d ) ;  o r

See comments on AS 2 1 .2 2 .0 8 5 (a )  above.

( B )  with respect to l i fe  
in su re rs ,  three pe rcent o f  the 
insu re r 's  admitted assets ca lcu la ted  
unde r  AS 2 1 . 2 1 . 0 2 0 ( d ) ;

See comments on AS 2 1 .2 2 .0 8 5 (a )  above.

( 3 )  a re insu rance ag reement o r  
m o d i f i c a t i o n  in which the re in su rance  
p rem ium  o r  change in the insurer 's 
l i a b i l i t ie s  equa ls o r  exceeds f i v e  percent o f  
the in su re r 's  su rp lu s  that perta ins to 
p o l i c y h o ld e r  su rp lu s ,  c a lc u la te d  unde r  
A S  2 1 . 2 1 . 0 2 0 ( d ) ,  in c lu d ing  an ag reemen t 
that m ay requ ire  as cons ide ra t ion  the 
t ran s fe r  o f  assets f rom  an insurer to a 
n o n a f f i l i a t c  i f  an ag reement o r  
unde rs tand ing  ex is ts  between the insu re r  
and non a f f i l i a tc  that a port ion  o f  the assets 
w i l l  be t rans fe r red  to an a f f i l i a t e  o f  the 
i n s u r e r ;

See comments on A S  2 1 .2 2 .0 8 5 (a )  above.

( 4 )  a management ag reement, 
s e r v ic e  con t rac t ,  o r  c o s t - sh a r ing  
a r r a n g e m e n t ;  and

See comments on AS 2 1 .2 2 .0 8 5 (a )  above.

( 5 )  a mater ia l t ransaction specif ied 
by regu la t io n  that the d i r e c to r  dete rm ines 
m ay adve rs e ly  a f fe c t  the interests o f  the 
in s u re r ' s  p o l i c y h o ld e r s .

See comments on A S  2 1 .2 2 .0 8 5 (a )  above.

(b )  Noth ing in (a )  o f  this section 
au tho r ize s  o r  perm its a t ransaction that, in 
the case o f  an insurer not a member o f  the 
same h o ld ing  company system , wou ld  
v io la te  a p rov is ion  o f  law

Th is  section does not a l low  prohibited 
t r a n s a c t i o n s .
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( c )  A  domestic insurer may not enter into 
a transaction that is part o f  a plan o r  scries 
o f  s im i la r  t ransact ions with persons w ith in 
the h o ld ing  company system i f  the purpose 
o f  the separate transaction is to avo id  the 
s ta tu to ry  th re sho ld  amount and avo id  
rev iew  that wou ld  otherw ise occur. I f  the 
d i r e c t o r  de te rm ines  that this separate 
transaction is entered into o ve r  a 12 -month  
pe r iod  f o r  this purpose , the d i rec to r may 
im pose  pena lt ie s  unde r  A S  2 1 . 2 2 . 0 6 5 ( i ) ,  
2 1 . 2 2 . 1 7 0 ,  A S  2 1 . 3 6 . 3 2 0 ,  and 2 1 .3 6 .3 6 0 (a ) .

Insurer may not conduct a scries o f  
t ransact ions to avo id  th resho lds o r 
rev iew by the d iv is ion  required by law.

(d )  The d irector , in rev iewing a 
t ran sac t ion  under this sec t ion , sha l l  
c on s id e r  whe the r  the transact ion c om p l ie s  
with the standards p rov ided  in AS 2 1 . 2 2 . 0 8 0  
and whe the r  the transact ion may adve rs e ly  
a f fe c t  the interests o f  p o l ic yh o ld e rs .

S tandards f o r  rev iew  arc in current 
statute and inc lude whe the r the 
transact ion is f a i r  and reasonab le , 
whether reco rds w i l l  be maintained to 
accu ra te ly  d isc lo s e  the t ransaction , and 
whether cap ita l  and su rp lu s  w i l l  remain 
a d e q u a t e .

(e )  A domestic  insu re r sha l l no t i fy  the 
d i rec to r  within 30  days o f  an investment o f  
a domestic  insurer in a co rpora t ion  i f , a f te r  
the inves tm en t ,  the tota l inves tment by the 
in su rance  h o ld ing  company system in a 
co rpo ra t ion  exceeds 10 percent o f  the 
c o rp o r a t i o n ' s  v o t ing  secu r i t ies .

Domes t ic  insu re rs  sh a l l  n o t i fy  the 
d i rec to r within 3 0  days i f  investment in 
a co rp o ra t ion  by the h o ld ing  company 
system exceeds 10% .

•  Sec. 4 0 .  A S  2 1 . 2 2 . 0 9 0  is amended to read: A S  2 1 . 2 2 . 0 9 0

Sec. 2 1 .2 2 .0 9 0 .  A D E Q U A C Y  O F  SU R PLU S .  Fo r  
the purposes o f  this chapter, in 
d e te rm in in g  whe the r  an insu re r 's  su rp lu s  
as rega rds p o l ic y h o ld e rs  is reasonab le  in 
re la t io n  to the insurer 's ou tstand ing 
l iab i l i t ie s  and adequate lo  its f inanc ia l 
needs, the f o l l ow in g  fac to rs , among others , 
sha l l  be cons ide red :

Sec. 21 .2 2 .090 . A D E Q U A C Y  O F  SURPLU S . F o r  
the purposes o f  this chapter, in 
d e te rm in in g  whe the r  an insu re r 's  su rp lu s  
as regards p o l ic yh o ld e rs  is reasonab le  in 
r e la t ion  to the insurer 's ou ts tand ing 
liab i l i t ie s  and adequate to its f inanc ia l 
needs, the f o l l ow in g  factors , among others , 
sha l l  be cons idered :

Language changed in ( 7 )  f r om  future 
p o l i c y h o ld e r  su rp lu s  to  investment 
po r t fo l io  as in N A IC  m ode l law.

( I )  the s ize  o f  the insurer as 
measured by its assets, capita l and surp lus , 
re s e rv e s ,  p rem ium  w r i t ing s ,  in su rance in 
f o rc e ,  and o th e r  app rop r ia te  cr ite r ia ;

( 1 )  the size o f  the insurer as 
measured by its assets, cap ita l and su rp lus , 
re se rve s ,  p rem ium  w r i t ings ,  in su rance in 
fo rc e ,  and o th e r  app rop r ia te  c r i te r ia ;

N o  change
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( 2 )  the extent to which the 
insu re r 's  business is d ive rs i f ied  among the 
s e v e ra l  l ines  o f  insurance ;

( 2 )  the extent to which the 
insurer 's business is d ive rs i f ied  am ong  the 
sev e ra l  l ines o f  insu rance ;

N o  change

( 3 )  the number and size o f  r isks 
insured in each l in e  o f  business;

( 3 )  the number and size o f  r isks 
insured in each l in e  o f  business;

N o  change

( 4 )  the extent o f  the geographica l 
d isp e rs io n  o f  the insurer's insured r isk ;

( 4 )  the extent o f  the geographica l 
d ispe rs ion  o f  the insurer 's insured r isk ;

N o  change

(S )  the nature and extent o f  the 
i n s u r e r ' s  r e in s u r a n c e  p r o g r am ;

(S ) the nature and extent o f  the 
in su re r ' s  r e in su ra n c e  p r o g r am ;

N o  change

( 6 )  (he qua l i ty ,  d ive rs i f ica t ion , and 
l iq u id i t y  o f  the insu re r 's  inves tmen t 
p o r t f o l i o ;

( 6 )  the qua l i ty ,  d ive rs i f ica t ion , and 
l iq u id i t y  o f  the insu re r 's  inves tment 
p o r t f o l i o ;

N o  change

( 7 )  the recent past and p ro jec ted 
fu ture (rend in the size o f  the insurer's 
i a Y M lm c u l  p o r t f o l i o  [ S U R P L U S  
AS R E G A R D S  PO L IC Y H O LD E R S ) ;

( 7 )  the recent past and pro jec ted 
future trend in the size o f  the insurer's 
su rp lu s  as regards p o l ic y h o ld e rs ;

Language changed f r om  fu tu re 
p o l ic y h o ld e r  su rp lu s  to inves tment 
port fo l io  as in N A IC  mode l law.

( 8 )  the surp lus as regards 
p o l i c y h o ld e r s  m a in ta ined  by o th e r  
c o m p a r a b le  in s u r e r s ;

( 8 )  the su rp lus as regards 
p o l ic y h o ld e r s  m a in ta ined  by  o the r  
c o m p a ra b le  in su re r s ;

N o  change

( 9 )  the adequacy o f  the insurer's 
re s e rv e s ;  and

(9 )  the adequacy o f  the insurer's 
re s e rve s ;  and

N o  change

( 1 0 )  the qua l i ty  and l iqu id ity  o f  
investments in a f f i l i a t e s  ( S U B S I D I A R I E S )  
made under A S  2 1 . 2 1 ;  the d i rec to r  may treat 
any such inves tment as a d isa l low ed  asset 
fo r  pu rpose s  o f  dete rm in ing  the adequacy 
o f  su rp lu s  as regards p o l ic yh o ld e rs  
w h eneve r  the d i r e c to r  de te rm ines the 
in v e s tm en t  w a r ran ts  it.

( 1 0 )  the qua l i ty  and l iquid ity o f  
inves tments in subs id ia r ie s  made under 
AS 2 1 . 2 1 ;  the d i rec to r may treat any such 
investment as a d isa l low ed  asset f o r  
purposes o f  dete rm in ing  the adequacy o f  
su rp lus  as rega rds p o l ic y h o ld e r s  wheneve r  
the d i r e c to r  de te rm ines  the inves tment 
w a r ran ts  it .
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* See. 4 1 .  A S  2 1 . 2 2 . 1 0 0 (b )  is amended lo  read; A S  2 1 . 2 2 . 1 0 0 ( b )

(b )  I:o r  purposes o f  this section, an 
e x t r a o rd in a ry  d iv id en d  o r  d is t r ib u t ion  
inc ludes a  (A N Y )  d iv idend  o r  d istr ibution o f  
cash o r  o the r  p rope r ty ,  the fa i r  market 
va lue o f  which together with that o f  other 
d iv idends o r  d is t r ibu t ion s made w ith in  the 
p receding 12 months exceeds the l e s s e r  
(G R E A T E R )  o f  ( 1 )  10 percent o f  the insurer's 
su rp lus  as regards p o l ic yh o ld e rs  as o f  
December 31 o f  the p reced ing yea r ;  o r  ( 2 )  
the net gain f rom  ope ra t ion s  o f  the insurer , 
i f  the insurer is a l i f e  insurer , o r  the net 
investment income, i f  the insu re r is not a 
l i f e  in su re r ,  f o r  the 12 -mon th  pe r iod  
ending December 31 o f  the p receding yea r ; 
but docs not inc lude p ro  rata d is t r ibutions 
o f  any c lass o f  the insurer 's ow n  securit ies. 
I n  d e t e r m i n i n g  w h e t h e r  a d i v i d e n d  
o r .  d i s t r i b u t i o n  i s .  e x t r a o r d i n a r y .  »n 
I n s u r e r  o t h e r  t h a n  a  l i f e  i n s u r e r  
m a v  c a r r v  f o r w a r d  n e t  i n c o m e  f r o m  
th e  p r e v i o u s  tw o  c a l e n d a r  v e a r s  ( h a t
h a s . . n o t  a l r e a d y ,  b e en  s a i d  o u t  «
d i v i d e n d s .  T h e  c a r r v  f o r w a r d  
p r o v i s i o n  s h a l l  b e  c o m p u t e d  bv  
t a k i n n _  th e  , . n e t _ . i n c o m e  f r o m ,  the  
s e c o n d  a n d  t h i r d  n r e c c d l n g  c a l e n d a r  
v e a r s .  n o t  i n c l u d i n g  r e a l i z e d  c a p i t a l  
g a in s ,  le s s  d i v i d e n d s  p a id  in the 
s e c o n d  a n d  im m e d i a t e  n r e c e d i n g  
c a l e n d a r  v e a r s .

( 0 )  F o r  purposes o f  this section, an 
e x t r a o rd in a r y  d iv id en d  o r  d is t r ib u t ion  
inc ludes any  d iv idend  o r  d istr ibution o f  
cash o r  o the r  p rope r ty ,  the fa i r  market 
va 'uc  o f  which together with that o f  other 
d iv idends o r  d is t r ibu t ion s made with in the 
preced ing 12 months exceeds the greater o f  
( 1 )  10 percent o f  the insurer 's surp lus as 
regards p o l ic y h o ld e r s  as o f  December 31 o f  
the preceding year; o r  ( 2 )  the net gain f rom  
opera t ions o f  the insure r , i f  (he insurer is a 
l i f e  insure r , o r  the net investment income , 
i f  the insurer is not a l i f e  insurer , f o r  the 
12-month  per iod  end ing  December 31 o f  the 
p receding yea r ; but does not inc lude pro 
rata d istr ibutions o f  any c lass o f  the 
insu re r 's  ow n  secu r i t ie s .

Cu r ren t  sa lu te requ ires domest ic  
insurers to not i fy  the d i rec to r  3 0  days 
p r io r  to payment o f  an ex t raord inary 
d ividend. This addition specif ics how to 
dete rm ine i f  a d ividend is extraord inary . 
The threshold is changed to the lesser o f  
10% o f  ( 1 )  po l ic yho lde r  surp lus o r ( 2 )  
gain f r om  operat ions f r om  the prior 
y e a r s .
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* See. 42 . A S  2 1 . 2 2  is amended by adding a 
new section to read:

Sec. 21 .22 .105 . M A N A G EM EN T  O P  D O M E ST IC  
IN SU R E R S  SU B JE C T  T O  REG ISTRA T IO N , (a) 
N o tw iths tand ing the con t ro l  o f  a domes t ic  
insu re r by any pe rson , the o f f i c e r s  and 
d irec to rs  o f  the insu re r  may not be re l ieved  
o f  an ob l ig a t ion  o r  l iab i l i ty  to which the 
o f f i c e r s  and d i re c to rs  w ou ld  o the rw ise  be 
sub ject to by law , and the insurer sh a l l  be 
managed so  as to assure the insurer's 
sepa ra te  op e ra t ing  iden t i ty  cons is ten t  with 
this t i t le .

O f f i c e r s  and d irectors continue to have 
l i a b i l i t y  regard less o f  a con t ro l l ing  
person and sha l l  manage the insurer as a 
sepa ra te  en t i ty .

(b )  Th is section docs not prec lude a 
domest ic  in su re r  f r om  hav ing o r  sha r ing  a 
c om m on  managemen t o r  c o o p e ra t iv e  o r  
j o i n t  use o f  p e rsonne l ,  p rope r ly ,  o r  se rv ices 
with one o r  m o re  o the r  persons unde r  
a r rangem en ts  m ee t ing  the standards o f  
A S  2 1 . 2 2 . 0 8 0 .

In su re rs  may share common 
managem en t  o r  p r o p e r ly .

( c )  No t  less than one-third o f  the 
d irec to rs  o f  a domest ic  insurer reg is te red  
under A S  2 1 . 2 2 . 0 6 0  and not less than one- 
third o f  the members o f  each comm it tee  o f  
the board o f  d i rec to rs  o f  a domestic insurer 
registered under A S  2 1 . 2 2 . 0 6 0  sha l l  be 
persons who arc not o f f i c e r s  o r  em p lo y ee s  
o f  the insu re r  o r  o f  an entity c on t ro l l in g ,  
con t ro l le d  by , o r  under common c on t ro l  
with the insu re r and who arc not bene f ic ia l 
owners  o f  a c o n t ro l l in g  interest in the 
vot ing stock o f  the insurer o r  an ent ity . At 
least one person who is not an o f f i c e r ,  
emp loyee , o r  ow ne r  o f  a c on t ro l l in g  
interest in s tock o f  an insurer o r 
c on t ro l l in g  entity must be inc luded in a 
quo rum  f o r  the transaction o f  business at a 
meeting o f  the board o f  directors o r  a 
committee o f  the board  o f  d irectors .

One/th i rd  o f  the d i rec to r  and members 
o f  committees o f  the board o f  directors 
sha l l not be o f f ice rs ,  directors, o r  
c o n t ro l l in g  interests. One such person 
sha l l  bc inc luded in each quarum o f  the 
boaid o f  d irectors .

1/27/92 SxS Paee 5 7



(d ) The  board o f  d ircc lo rs o f  a domestic 
insu re r sh a l l  estab l ish one  o r  more 
comm it tees comp rised  s o le ly  o f  d irectors 
who are not o f f i c e r s  o r  emp loyees o f  the 
insu re r  o r  o f  an entity c on t ro l l ing , 
con t ro l le d  by, o r  under common  con t ro l 
with the insu re r and who are not bene fic ia l 
owners  o f  a c on t ro l l in g  interest in (he 
vot ing stock  o f  the insu re r o r  an entity.
T he  comm it tee  o r  committees sha l l  have 
re s p o n s ib i l i t y  f o r  r e c om m end ing  the 
se lec t ion  o f  independent ce r t i f ied  pub l ic  
accoun tan ts ,  re v iew in g  the insurer 's 
f in anc ia l  cond it ion ,  the scope and results o f  
the independent audit , and an internal 
audit , n om ina t ing  cand idates f o r  d i rec to r  
f o r  e lec t ion  by sha reho lde rs  o r  
p o l i c y h o ld e r s ,  e v a lu a t in g  the p e r fo rm an c e  
o f  o f f i c e r s  that arc  p r inc ipa l o f f ice rs  o f  the 
insure r , and recommend ing  to the board o f  
d irec to rs  the se lec t ion  and compensation o f  
the p r in c ip a l  o f f i c e r s .

A  committee o f  the board o f  directors 
sha l l  consist o f  those who arc not 
o f f i c e r s ,  d i r e c to r s  o r  c o n t ro l l in g  
in te rests which sha l l  be re spons ib le  for 
aud it ing , eva lua t ion  o f  o f f i c e r s  and 
d e te rm ina t ion  o f  c om pensa t ion  f o r  
o f f i c e r s .

(e )  The  p rov is ions o f  (c )  and (d )  o f  this 
section do  not app ly to a domestic insurer i f  
the person c o n t ro l l in g  the insu re r is an 
insu re r hav ing a board o f  d irectors and 
comm it tees that meet the requirements o f  
(c )  and (d )  o f  this section, o r  to a domestic 
insu re r that ho lds a cer t i f ica te  o f  authority 
under this tit le  on  December 31 , 1991.

Domes t ic  insurers who are con t ro l led  by 
an insu re r that meets these 
requ i rem en ts  o r  domest ic  insure rs 
licensed on December 31 , 1 99 0  are 
exemp t f r om  these requ irements .
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* See. 4 3 .  A S  2 1 . 2 2 . 1 2 0  is amended lo  read: A S  2 1 . 2 2 . 1 2 0

Sec . 21 .2 2 .1 2 0 .  C O N F ID E N T IA L IT Y .  A l l  
in fo rm a t i o n ,  documents , and cop ies o f  the 
in fo rm a t i o n  and documents obta ined by o r  
d is c lo s ed  to the d i rec to r o r  any o ther person 
in th e  cou rse  o f  an exam ination o r 
in v e s t ig a t io n  made under A S  2 1 . 2 2 . 1 1 0  and 
a l l  in f o rm a t i o n  reported  unde r  AS 2 1 . 2 2 . 0 6 0  
t u u l— J i l l  n r e a c u u i a l t i o n  . n o l i f i c a l i p n  
i n f o r m a t i o n  r e c e i v e d  u n d e r  
A S  2 1 . 2 2 . 0 6 5 .  sha l l  be g iven con f iden t ia l 
t rea tment and may not be made pub l ic  by 
the d i r e c to r  o r  any o ther person , except to 
in su ra n c e  depa rtmen ts  o f  o th e r  s la tes , 
w i th ou t  the p r i o r  written consent o f  the 
in su re r  lo  wh ich it pertains. H oweve r ,  i f  
the d i r e c t o r ,  a f te r  g iv ing  the insu re r and 
its a f f i l i a t e s  who wou ld be af fected by 
p ub l ic a t io n  o f  the in fo rm a t io n  not ice and 
o p p o r tu n i t y  to  be heard, dete rm ines that 
the in te re s ts  o f  p o l ic y h o ld e r s ,  sh a reho lde rs ,  
o r  the pub l ic  w i l l  be served by the 
p u b l ic a t io n  o f  the in fo rm a t io n ,  the d i rec to r  
may pub l is h  a l l  o r  any part o f  the 
in f o rm a t i o n  in the m anne r the d i rec to r  
c o n s i d e r s  a p p r o p r i a t e .

Sec . 2 1 .2 2 .120 .  C O N F ID E N T IA L IT Y .  A l l  
i n f o rm a t i o n ,  documents , and cop ies o f  the 
i n fo rm a t i o n  and documents obta ined by o r  
d is c lo s ed  to the d i rec to r  o r  any o ther person 
in the  course o f  an exam ination  or 
in ve s t ig a t ion  made under A S  2 1 . 2 2 . 1 1 0  and 
a l l  i n fo rm a t io n  repo r ted  under  AS 2 1 . 2 2 . 0 6 0  
sh a l l  be g iven c on f id en t ia l  t rea tment and 
may no t  be made pub l ic  by the d irector o r  
any o th e r  person , except to insurance 
depa rtm en ts  o f  o the r  states, w ithout the 
p r i o r  writ ten consent o f  the insure r to 
which it pertains. H oweve r ,  i f  the d irector , 
a f t e r  g iv ing  the insu re r and its a f f i l ia te s  
who w ou ld  be a f fec ted by pub lica t ion o f  the 
in fo rm a t i o n  not ice and oppo rtun ity  to be 
hea rd , dete rm ines that the in terests o f  
p o l i c y h o ld e r s ,  sh a reho ld e rs ,  o r  the pub l ic  
w i l l  be served by the pub licat ion o f  the 
in fo rm a t i o n ,  the d i re c to r  may pub l ish  a l l  o r  
any p a r t  o f  the in fo rmat ion  in the manner 
the d i r e c t o r  con s id e rs  app rop r ia te .

P r o v id e s  that p reacqu is i t ion  in fo rm a t ion  
sha l l  be kep t con f iden tia l by the 
d i r e c t o r .

•  Sec. 4 4 .  A S  2 1 . 2 2 . 1 5 0  is amended by adding 
a new subsec t ion  to read:

(c )  T h i s  section docs not app ly  to a 
sec u r i t y  that cons titu tes an acqu is it ion  
cove red  by A S  2 1 .2 2 .0 6 5

•  Sec. 4 5 .  A S  2 1 . 2 2 . 1 6 0  is amended by adding 
a new subsec t ion  to read:

(b )  T h is  section does not app ly  to a 
secu r i ty  that const itu tes an acqu is i t ion  
cove red  by A S  2 1 .2 2 .0 6 5
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•  Sec. 4 6 .  AS  2 1 . 2 2 . 1 8 0  is amended by adding 
a new subsection to read:

(b )  This section docs not app ly to a 
v io la t io n  in v o lv in g  a secu rity  that 
constitutes an acqu is i t ion  cove red  by AS 
2 1 . 2 2 . 0 6 5

* See. 47 .  AS 2 1 . 2 2 . 2 0 0  is amended by adding 
new parag raphs to read :

Adds terms and de f in it ions to terms used 
in amendments to AS 2 1 .2 2 .

( 1 1 )  " acqu is i t ion "  means an 
ag reemen t , a r r a n g em en t ,  o r  ac t iv i ty  the 
consummation  o f  wh ich  resu lts  in a person 
acqu ir ing  d i r e c t ly  o r  in d i r e c t ly  the c on t ro l  
o f  another p e r s on ,  and inc ludes the 
acqu is it ion o f  v o t in g  securit ies , assets, bu lk  
re in su ran ce ,  an d  m e rg e r s ;

( 1 2 )  " h ig h ly  concentra ted" means a 
market in which the share o f  the fou r  
la rgest insurers is 7 5  percent o r  m o re  o f  the 
m a r k e t ;

(1 3 )  " in su re r "  has the meaning 
given in AS 2 1 . 9 0 . 9 0 0  and inc ludes a 
company or g r o u p  o f  compan ies  under 
c om m on  m anagem en t ,  ow ne rsh ip ,  o r  
c o n t r o l ;

( 1 4 )  " i n v o lv e d  insu re r"  means an 
in su re r  that e i th e r  acqu ires  o r  is acqu ired , 
is a f f i l ia ted  with an acqu ire r o r  acquired , o r  
is the result  o f  a merger ;
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m

I E x i s t  S t u l u l c _______ ICnmmcnls

( 1 5 )  "marke t"  o r  " insurance 
m a rke t "  m eans d i re c t  w r it ten  insu rance 
p rem ium  in this sta le fo r  a l ine  o f  business 
as con ta ined  in the annua l s tatement 
required to  be f i led  by insure rs licensed to 
do  business in this state; in dete rm in ing the 
r e le v a n t  p roduc t  and g eog rap h ic a l  m a rke ts ,  
the d i re c to r  sh a l l  g ive  due cons idera t ion  to, 
am ong o th e r  things, the d e f in i t io n s  o r  
gu ide l ines adop ted by the N at iona l 
A ssoc ia t ion  o f  Insu rance  C om m is s io n e r s  
and to in fo rm a t ion  submitted by parties to 
the acqu is i t ion ;  in the absence o f  su f f ic ien t  
i n fo rm a t io n  to the con t ra ry ,  the re levan t  
product marke t  is assumed to  be the direct 
written insu rance p rem ium  f o r  a l ine  o f  
business, the l ine being that used in the 
annua l statement requ ired  to  be f i led  by 
insure rs d o ing  business in this state, and 
the Tk'evan l g eog raph ica l  m a rk e t  is 
assumed to be this state;

( 1 6 )  "statement v a lu e "  means the 
va lue  that an insurer is instructed by the 
securit ies va lua t ion  o f f i c e  o f  the N at iona l 
A ssoc ia t ion  o f  Insu rance  C om m is s io n e r s  to 
c a r ry  on  the insure r 's  f in an c ia l  statement 
and that rep resen ts  an inves tmen t .
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»ed L e g i s l a t i o n

~ w *  ’’ 'Up1'
I Existing StaluT I Comments # = 3

* Sec . 4 8 .  AS 2 1 . 2 7 . 0 1 0  is repealed and 
rccnac icd to read:

AS 2 1 . 2 7 . 0 1 0

Sec. 21 .2 7 .010 . L IC I iN SE  R E Q U IR E D ,  (a ) A 
person may not act as o r  represent to be an 
in su ra n c e  p rod u ce r ,  m anag ing  gene ra l  
agen t ,  r e in su ran ce  in te rm ed ia ry  b r o k e r ,  
r e i n s u r a n c e  in t e rm e d ia r y  m an a g e r ,  
su rp lu s  l ines b ro k e r ,  o r  independent 
ad juste r in this state o r  re la t ive to a subject 
resident , located, o r  to be pe r fo rmed in this 
s late unless l icensed under this chapter. A 
person may not act as o r  represent to be a 
m an ag in g  g en e ra l  agen t , re in su ran ce  
in te rm ed ia r y  b r o k e r ,  o r  r e in su rance  
in t e rm ed ia r y  m an ag e r  rep re sen t in g  an 
insu re r d om ic i led  in this s la te regard ing a 
r isk  located outside this state unless licensed 
by this state.

Sec. 21 .27 .010 .  L IC EN SE  R E Q U IR E D ,  (a )  A 
person may not in this state act as o r  
rep resen t lo  be an agent, gene ra l agent, 
b roke r ,  s o l ic i to r ,  o r  ad ju s te r  un less l icensed 
by this stale .

Lis ts persons to be licensed.

Agent , b roke r , and so l ic i to r  licenses are 
comb ined into a s ing le  license, the 
insurance p roduce r l icense . Chapter is 
expanded  lo  in c lu de  re in su rance  
in t e rm e d ia r y  b r o k e r ,  r e in su ra n c e  
in te rm ed ia ry  m anage r ,  and su rp lu s  l ines 
b ro k e r  l icenses. Language " res iden t , 
located o r to be pe r fo rm ed  in this s late" 
added fo r  cons is tency with.the scope o f  
the T it le .

R equ i re s  l ic ensu re  o f  managing genera l 
a g en ts ,  r e in s u ra n c e  in te rm ed ia ry  
b r o k e r s ,  and re in su ran ce  in te rm ed ia ry  
managers  o f  dom es t ic  insurers .

(b )  An insurance p roduce r , a managing 
gene ra l  agen t , a r e in su rance  in te rm ed ia ry  
b r o k e r ,  a r e in su rance  in te rm ed ia ry  
manager, o r  a su rp lus l ines b roke r  may not 
s o l ic i t  o r  take app l ica t ions fo r ,  p rocure , 
p lace  f o r  o the rs , o r  o the rw ise  transact 
business fo r  a k ind o r  c lass o f  insurance fo r  
which the person is not l icensed.

(b )  An agent, general agent, so l i c i to r ,  o r  
b roke r  may not so l ic i t  o r  take app l ica t ions 
fo r ,  p rocu re ,  o r  place f o r  others any k ind o f  
insurance f o r  which the person is not 
l i c e n s e d .

New l icensees inc luded .

(c )  Th is section does not app ly to a person 
se cu r in g  and fo rw a rd in g  in f o rm a t i o n  
requ ired  f o r  the purposes o f  g roup  
insu rance  cove r ing  the unpaid ba lance , o r  
rem a in ing  payments p roposed to be made , 
in connec t ion  with the purchase o f  
merchand ise  o r  serv ices , i f  no c om m is s io n  
o r  o the r  compensat ion is payab le  on 
account o f  the insurance to the pe rson .

M oved  to new S e c . 2 1 .27 .01 l ) ( i ) ( 4 ) .

( d )  A person that the d irec to r dete rm ines , 
f o l l o w in g  an app rop r ia te  hea r ing us 
p rovided in AS 2 1 .0 6 .1 7 0— 21 .0 6 .2 3 0 ,  has 
v io la ted this section is subject to u c iv i l  
pena lty  o f  not more than $ 2 , 5 0 0  f o r  each 
v i o l a t i o n .

Moved  to new S e c . 2 1 2 7 .4 4 0 (a ) .
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( c )  A  person who pe r fo rm s admin is trat ive 
fu n c t io n s ,  in c lu d in g  c la im s  adm in is t ra t ion  
and p aym en t ,  m a rke t ing  adm in is t ra t iv e  
fu n c t io n s ,  p rem ium  accoun t ing ,  p rem ium  
b i l l i n g ,  c o v e ra g e  v e r i f i c a t i o n ,  
u nd e rw r i t in g  a u th o r i ty ,  o r  c e r t i f ic a te  
issuance in regard to insurance as a third- 
party adm in is tra to r  sha l l  be licensed as a 
m anag ing  gene ra l agent un less the person 
o n ly  adm in is te rs  c la im s and is licensed 
under this chapter as an independent 
a d j u s t e r .

A S  2 1 . 9 0 . 9 0 0 ( 1 3 )  "genera l agent" 
means a person, f i rm , o r  corpo ra t ion  that

(A )  has authority to exerc ise 
g ene ra l supe rv is ion  o v e r  the business, o r  
any part o f  the business, o f  one o r  more 
in su re r s ;  and

( B )  p e r fo rm s  adm in is t ra t iv e  
func t ion s  n o rm a l l y  pe r fo rm cu  by the 
in su re r  in c lu d in g  c la im s  adm in is t ra t ion  
and paym en t ,  m a rk e t in g  adm in is t ra t ion ,  
agent app o in tm en t ,  p rem ium  acc oun t ing ,  
p rem ium  b i l l in g ,  covc ruge  v e r i f i c a t io n ,  
f i n a l  und e rw r i t in g  au tho r i ty ,  and 
c e r t i f ic a te  issu ance ; "m anag ing  gene ra l  
agent" i n c l u d e  a th ird pa r ly  adm in is t ra to r ;

C la r i f i e s  l icensing o f  th ird party 
adm in is t ra to rs .  R e f le c ts  contents o f  
current A S  2 1 . 9 0 . 9 0 0 ( 1 3 )  to a l low  
l icens ing  as ad justc i o r  managing 
g en e ra l  agen t .

(d )  A licensee may not use a fictitious 
name o r  a l ia s  unless the licensee's legal 
name and f ict it ious name or alias are on the 
l i c e n s e .

N ew  requ irement to reg iste r  f ic t i t ious 
name o r  a l ia s  on license.

(e )  A  person who is an employee o f  an 
admitted insu re r ,  who acts within the 
cou rse  and scope o f  that employment , and 
w ith in the scope o f  the insurer's cert i f ica te  
o f  author ity is not required to be 
a d d i t io n a l ly  l icensed under this section .

A S  21 2 7 .0 9 5 (b )  A person employed on 
sa la ry  by an in su re r ,  inc lud ing an o f f i c e r  
o r  sa la r ied  em p lo y ee  pe r fo rm ing  the same 
serv ices as a genera l agent, is considered to 
be a serv ice representat ive and is not 
requ ired  lo  be licensed.

Re located f r om  AS 2 1 . 2 7 . 0 9 5 (b ) .  Minor 
e d i t o r i a l  change .

( 0  A  pe rson  who pe r fo rm s management 
se rv ices f o r  an admitted insurer o r  admitted 
re insure r is not required to be licensed as a 
m anag ing  g en e ra l  agent o r  re in su rance  
in te rm ed ia ry  m anage r  i f  the person's 
compensat ion is not based on the vo lume o f  
p rem ium  w rit ten  and the person

( 1 )  is a who l ly -owned subsidiary o f  
ihc admitted in su re r ;

A S  21 2 7 . 0 9 5 ( c ) l ;o r  purposes o f  this 
sec t ion , a pe rson that pe r fo rm s 
management se rv ices f o r  an insurer is not 
required to be l icensed as a general agent i f  
the pe rson

( 1 )  is a who l ly -owned subs id ia ry  o f  
the i i iM iic i ;

Re located f r om  AS 2 1 .2 7 .0 9 5 (c ) .  M inor 
e d i t o r ia l  change . R e in su rance  
in te rm ed ia r y  m anage r  in c lu ded . 
Exception to l icense noted.

( 2 )  w h o l ly  owns the admitted
i n s u r e r ;

( 2 )  w h o l ly  owns the insurer; or N o  change.

( 3 )  is a who l ly -owned  subsidiary o f  
the insu rance h o ld ing  company  that owns 
o r  con t ro ls  the admitted insurer;

( 3 )  is a who l ly -owned  subsid iary o f  
the insurance ho ld ing  company lhat owns 
o r  c on t ro ls  the insure r .

N o  change.

( 4 )  is a United States manager o f  
the United S la tes  branch o f  an alien 
admitted in su re r ;  o r

New exception to license noted. Front 
N A IC  Models .
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( 5 )  is the manager o f  a group, 
a ssoc ia t ion , p o o l ,  o r  o rgan iza t ion  o f  
admitted insure rs that does jo in t  
unde rw ri t ing  i f  it  is subject to exam ina tion  
by the au tho r ized  insurance re g u la to r  in 
the s la te in which the person's p r inc ipa l 
p lace  o f  business is located.

N ew  exception to l icense noted. From 
N A IC  Models .

( g )  This chapter does not app ly to a 
pe rson l icensed to practice as an atto rney at 
law whi le  this person is act ing as an 
a t to rney  at law .

AS 2 1 . 9 0 . 9 0 0 ( 1 ) .  "ad jus te r -  means a person 
who , f o r  c om pensa t ion  as an independent 
contracto r o r  as an em p loyee  o f  an 
independent con t rac to r ,  o r  f o r  fee  o r 
c om m is s ion ,  inves t iga tes  and ad justs c la im s 
a r is ing  unde r  in su rance  con t rac ts  on 
b eha l f  o f  the insu re r , but does not include 
an atto rney a l  law who  ad justs insurance 
losses f rom  time to l im e  incidental to the 
practice o f  law o r  a sa la r ied emp loyee o f  an 
i n s u r e r

Exem p ts  atto rney at law when practicing 
law  f r om  add it iona l l icense requirement 
o f  this chapter.

( h )  A person licensed under AS 2 1 . 7 5  as 
an a t to rney - in - fac t  is not requ ired  to be 
a d d i t i o n a l ly  l icensed under this chapter 
wh i le  act ing on b eh a l f  o f  subscr ibers  and 
with in the scope and au thor ity  o f  a 
subsc r ib e rs  ag reemen t o f  a re c ip ro c a l  
in su re r  o r  exchange  l icensed  unde r  
A S  2 1 . 7 5 .

AS 21 .0 0 .910  EX C EPT IO N S  FRO M  DEF IN IT IONS . 
The  d e f in i t ion s  o f  "ad ju s te r , "  "agent,"  
"b rok e r ,"  " f i rm , "  and " so l ic i to r "  in AS 
2 1 . 9 0 . 9 0 0  do  not inc lude

( 2 )  the a t to rn e y - in - fa c t  o f  a 
re c ip roca l  in su re r ,  o r  the sa la r ied  t rave l ing  
rep resen ta t ive  o f  a re c ip ro c a l  o r  mutual 
insu re r not compensa ted  on a comm iss ion  
b a s is .

A t to rn e y - in - fa c t  is l icensed under AS 
2 1 . 7 5  per N A IC  Mode l .  This paragraph 
m oved  f r om  de f in it ion in AS 2 1 .9 0 .9 0 0 (2 ) .

( i )  This section docs not app ly to a person 
w h o

( 1 )  is employed on sa lary by a 
p e rson  licensed under this sec t ion so le ly  
f o r  the p e r fo rm ance  o f  a c :o u n t in g ,  
c le r i c a l ,  s tenog raph ic ,  and s im i la r  o f f i c e  
d u t i e s ;

AS 21 .9 0 .910  EX C EPT IO N S  FRO M  DEF IN IT IONS . 
The  d e f in i t ion s  o f  "ad ju s te r , "  "agent ," 
"b rok e r ,"  " l i n n , "  und " so l ic i to r "  in AS 
2 1 . 9 0 . 9 0 0  do not inc lude

( 1 )  ind iv idua ls  em p loyed  and used 
by agents f o r  the p e r fo rm ance  o f  c le r ica l ,  
s tenog raph ic ,  and s im i la r  o f f i c e  duties; 
inc iden ta l tak ing  o f  an app l ica t ion  fo r 
insurance f r om  time to time in the o f f ic e  o f  
the em p lo y in g  agent i f  the emp loyee 's 
c ompensa t ion  is not con t ingen t upon o r  
re la ted to the v o lum e  o f  app l icat ions, 
in su rance ,  o r  p rem ium s

Moved  f r om  AS 2 1 . 9 0 . 9 1 0 (1 )
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( 2 )  o n ly  secures and forwards 
in fo rm a t ion  requ ired  f o r  the purposes o f  
g roup  in su rance c o v e r in g  the unpaid 
ba lance , o r  r em a in ing  paym en ts  p roposed 
to be made, in connection with the 
purchase o f  merchand ise  o r  se rv ices , i f  the 
person rece ive s  no  com pen sa t io n ,  d i rec t ly  
o r  ind irec t ly , a r is ing  out o f  o r  in any way 
re la t ing  to the in su rance  t ransact ions ;

A S  2 1 . 2 7 . 0 1 0 . (c )  Th is section docs not app ly 
lo  a pe rson secu r ing  and fo rw a rd in g  
in fo rm a t io n  required f o r  the pu rpose s  o f  
g r o u p  in su rance c o v e r in g  the unpa id  
ba lan ce , o r  r em a in ing  paymen ts  p roposed  
to be made , in connect ion with the purchase 
o f  merchand ise o r  serv ices , i f  no 
com m is s ion  o r  o the r  compensa t ion  is 
payab le  on account o f  the insurance to the 
p e r s o n .

Taken  f rom  AS 2 1 . 2 7 . 0 1 0 (c )

( 3 )  is emp loyed  on sa la ry by a 
licensee , is supe rv ised by and reports 
d i rec t ly  to a l icensee in the f i rm  at the 
l icensee's p la ce  o f  business , and who , a fte r 
d isc losu re  that the person is not licensed, 
m a y

C la r i f i e s  act iv it ies that m ay  be 
p e r f o rm ed  by un l ic ensed  ind iv idua ls .

( A )  fu rn ish  p rem ium  
est imates f r om  pub l ish ed  o r  printed 
lists o f  standard rates i f  the person 
does not adv ise , c oun se l ,  o r  suggest 
what cove rage  may be needed, or 
o th e rw ise  s o l i c i t  in su rance  cove rage ;

See  comment fo r  Sec 2 1 . 2 7 . 0 1 0 ( i ) ( 3 )  
a b o v e .

( B )  a r ra nge  appo in tmen ts 
fo r  a l icensee i f  the person docs not 
s o l i c i t  in su rance  c o v e ra g e ; •

Sec  comment f o r  Sec 2 1 . 2 7 . 0 1 0 ( i ) ( 3 )  
a b o v e .

( C )  reco rd  in fo rm a t ion  f rom  
an app l ican t  o r  p o l ic y h o ld e r  and 
c om p le te  f o r  the l icensee 's persona l 
rev iew  and s igna tu re , a ce r t i f ica te  o f  
insurance that is not a contract o f  
insu rance ; the l ic en see 's  s ignature 
may be by facs im i le .

S ee  comment fo r  Sec 2 1 . 2 7 . 0 1 0 ( i ) ( 3 )  
a b o v e .

( D )  in fo rm  a p o l ic yho ld e r  o f  
the type o f  cove rage  shown in the 
l icensee's p o l ic y  r eco rd  i f  the person 
does not adv ise  that an event o r  
hypo the tica l event is o r  is not 
cov e red ; o r

Sec  comment fo r  Sec 2 1 . 2 7 , 0 1 0 ( i ) ( 3 )  
a b o v e .
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( I i )  in the phys ica l presence 
o i  the l icensee , reco rd  in fo rm a t ion  
f r om  an app l ican t  o r  p o l ic y h o ld e r  
and comp le tes f o r  a licensee's 
p e r s on a l  re v iew  and pe rsona l 
s ig n a tu re ,  a pp l ic a t io n s ,  b inde rs ,  
e ndo rsem en ts ,  o r  id en t i f ic a t ion  cards 
i f  the person disc loses to the 
app l ican t  o r  p o l ic y h o ld e r  that the 
in fo rm a t io n  p rov id ed  may be 
rev iewed with a licensee; o r

See comment fo r  Sec 2 1 . 2 7 . 0 1 0 ( i ) ( 3 )  
a b o v e .

( j )  In addition to the business activities 
e xp re s s ly  exem p t  f r om  licens ing under this 
sec t ion , the d i re c to r  m ay adopt regu la t ions 
that exempt o the r  act iv it ies f r om  the 
l icens ing  requ i remen ts  o f  this section .

•  Sec . 4 9 .  A S  2 1 . 2 7 . 0 1 0 ( 0  is repealed and 
reenacted to read:

( 0  A  pe rson who pe r fo rm s management 
se rv ices f o r  an admitted insu re r o r  admitted 
re insu re r is not required to be licensed as a 
m anag ing  g en e ra l  agen t o r  re in su rance  
in te rm ed ia ry  manage r  i f  the person's 
compensat ion  is not based on the vo lume o f  
p rem ium  writ ten and the person

Th is  section rep laces proposed AS 
2 1 . 2 7 . 0 1 0 ( 0  in Sec. 48  above as o f  
January 1, 1994 .  The d i f fe rence  in 
e f fe c t iv e  dates r e f le c ts  rec ip roc i ty  with 
other N A IC  accredited states. See 
comments in Sec. 2. See Sec 223 .

( 1 )  is a who l ly -owned  subsidiary o f  
the admitted in su re r ;

See Sec. 49  comments above.

( 2 )  w h o l ly  owns the admitted
i n s u r e r ;

Sec Sec. 4 9  comments above.

( 3 )  is a who l ly -owned  subsid iary o f  
the insu rance h o ld ing  com pany  that owns 
o r  c on t ro ls  the admitted insurer ;

See Sec. 49  comments above.

( 4 )  is a United States manager o f  
the United States branch o f  an alien 
admitted in su re r ;  o r

See Sec. 4 9  comments above.
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( 5 )  is the manager o f  a group, 
assoc ia t ion , p o o l ,  o r  o rgan iza t ion  o f  
admitted insurers that docs jo in t  
underw ri t ing  i f  it is sub ject to examination 
by the au tho r ized  insurance regu la to r  in 
the state in which the person's p r inc ipa l 
p lace  o f  business is located and the 
in su rance regu la to r  is accred ited by the 
N a t io n a l  A ssoc ia t ion  o f  Insu rance 
C o m m i s s i o n e r s .

Sec Sec . 49  comments above .

* Sec. SO. A S  2 1 . 2 7 . 0 2 0  is amended to read: AS 2 1 . 2 7 .0 2 0

Sec. 2 1 .2 7 .020 .  G E N E R A L  Q U A L IF IC A T IO N S  
F O R  L IC E N S E .  F o r  the protection o f  the 
peop le  o f  this state, the d irec to r may not 
issue o r  r e n ew  a l icense except in 
c om p l ia n c e  with this chap te r and m av  not 
i s s u e .  a _ l i c e n s c  to a person, o r  to be 
exerc ised by a person , found by the d irec to r 
to be un t ru s tw o r thy ,  incompeten t , o r  who 
has not estab l ished to the satisfaction o f  the 
d i rec to r  that the person is qua l i f ied  under 
th is chap te r .

Sec. 21 .27 .020 . G E N E R A L  Q UA L IF IC A T IO N S  
F O R  L IC E N SE .  F o r  the protection o f  the 
peop le  o f  this state, the director may not 
issue a l icense except in comp liance with 
this chapter lo  a person, o r  to be exercised 
by a person, found by the director to be 
un t ru s tw o r thy ,  incompeten t , o r  who has 
not establ ished to the satisfaction o f  the 
d i r e c to r  that the person is qua l i f ied  under 
th is chap te r .

M in o r  ed i to r ia l  changes to re f lec t  
p roposed  b ienn ia l renewa l l icense  
p r o c e s s .
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•  S t e .  5 1 .  A S  2 1 . 2 7 . 0 2 0  is amended by adding 
new subsect ions lo  read:

Re loca t ion  o f  AS 2 1 .2 7 .0 9 0 .

T o  qua l i fy  f o r  issuance o r  renewa l o f  
an ind iv idua l o r  ind iv idua l in the f i rm  
l icense , an app l ican t o r  l icensee sha l l  
c om p ly  with this t it le and

AS 2 1 .2 7 .0 9 0 (a )  T o  qua l i fy  fo r  an agent, 
gene ra l agent, b roker , s o l i c i to r ,  o r  ad juste r 
l icense, an applicant sh a l l  com p ly  with this 
t it le  and

Re loca t ion  o f  AS 2 1 .2 7 .0 9 0 (a ) .  
N o  change.

( 1 )  be 19 years o f  age o r  o ld e r  with 
a h igh schoo l o r  G ene ra l  Education 
D ev e lo pm en t  d ip lom a  o r  equ iva len t ;

A S  2 1 .2 7 .0 90 (a ) (1 )  be 19 years o f  age 
o r  o ld e r  with a high schoo l o r  Genera l 
Educa tion D eve lopm en t  d ip lom a  or 
e q u i v a l e n t ;

Re loca t ion  o f  AS 21 .2 7 .0 9 0 (a ) .  
N o  change .

( 2 )  i f  fo r  a resident license, be a 
bona Tide resident b e fo re  i s s u n c e  o f  the 
l icense and ac tua l ly  res ide in the state;

AS  2 1 .2 7 . 0 9 0 ( a ) ( 2 )  i f  f o r  a resident 
l icense, be a bona fide resident before 
issuance o f  the license and actua l ly  reside 
in the state;

R e loca t ion  o f  AS 21 .2 7 .0 9 0 (a ) .  
No change.

( 3 )  success fu l ly  pass an 
e x am ina t io n  requ ired  under A S  2 1 . 2 7 . 0 5 0 ;

A S  2 1 . 2 7 . 0 9 0 ( a ) ( 3 )  success fu l ly  pass 
any exam ina t ion  requ ired  under AS 
2 1 . 2 7 . 0 6 0 ;

Re loca t ion  o f  AS 2 1 .2 7 .0 9 0 (a )  
N o  change.

( 4 )  be a trus tworthy person; AS  2 1 . 2 7 . 0 9 0 ( a ) ( 4 )  be a trustworthy 
p e r s o n ;

Re loca t ion  o f  AS 2 1 .2 7 .0 9 0 (a ) .  
N o  change .

( 5 )  not use o r  intend to use the 
l icense  f o r  the pu rpo se  p r inc ipa l ly  o f  
w r i t in g  con t ro l le d  business, as de f ined  in 
A S  2 1 . 2 7 . 0 3 0 ;

AS 2 1 .2 7 . 0 9 0 ( a ) ( 5 )  not use o r intend 
to use the license fo r (he purpose 
p r in c ip a l l y  o f  w rit ing c on t ro l le d  business, 
as defined in AS 21 .2 7 .0 30 ;

R e loca t ion  o f  AS 2 1 .2 7 .0 9 0 (a ) .  
N o  change .

( 6 )  not have committed an act that 
is a cause fo r  den ia l ,  nonrenewa l, 
suspension , o r  revoca t ion  o f  a l icense in 
this state o r  ano the r  ju r isd ic t ion .

A S 2 1 .2 7 . 0 9 0 ( a ) ( 6 )  not have 
committed an act that is a ground fo r  denia l , 
suspension, o r  revocation set ou t in AS 
2 1 . 2 7 . 4 1 0 ;

Re loca t ion  o f  AS 21 .2 7 .0 9 0 (a ) .  
S u b s t a n t i a l l y  s im i la r .

(c )  T o  qua l i fy  f o r  issuance o r  renewa l o f  a 
l icense as a f i rm  insurance produce r , a f i rm  
manag ing  gene ra l agen t , a f i rm  
r e in su rance  in te rm ed ia ry  b r o k e r ,  a f i rm  
re in su rance  in te rm ed ia ry  m anage r ,  a f i rm  
su rp lu s  lines b roke r ,  o r  a f i rm  independent 
ad jus te r  l icense , an app l ican t  o r  l icensee 
s h a l l

AS 2 1 .2 7 .0 9 0 (d )  To qua l i fy  fo r  a f irm agent 
o r  b roke r  l icense an app licant must c om p ly  
with this tit le  and

Re loca t ion  o f  A S  2 1 .2 7 .0 9 0 (d ) .  
R e f le c ts  rev ised types o f  licensees.

( 1 )  comp ly  with ( b ) ( 4 )  and ( 5 )  o f  
this sec tion :

AS 21 .2 7 .0 9 0 (d ) ( 1 )  comp ly  with ( a ) ( 4 )  
and ( 5 )  o f  this section;

R e loca t ion  o f  AS 2 1 .2 7 .0 9 0 (d ) .  
R c l lc c t s  rev ised types o f  licensees.
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( 2 )  have the p r inc ipa l o r  manager 
licensed as an ind iv idua l in the f i rm ;

R e f le c t s  cu r ren t  p ro cedu re .

( 3 )  i f  a co rp o ra t ion  o r  partnersh ip . A S  2 1 . 2 7 . 0 9 0 (d ) ( 2 )  i f  a corporat ion , 
mainta in  a law fu l l y  estab l ished p lace o f  
business in (his state, except as p rov ided in 
A S  2 1 .2 7 .2 70 .

Re loca t ion  o f  A S  2 1 . 2 7 . 0 9 0 (d ) ( 2 ) .

(A )  maintain a law fu l ly  
estab l ished p lace o f  business in this 
state, except as p rov ided in 
A S  2 1 . 2 7 . 3 3 0 ;

(13) d isc lose to the director 
a l )  o f f i c e r s ,  d i re c to rs ,  o r  partners , 
and whether o r  not they are  l icensed ;

R e f le c t s  cu r ren t  p rocedu re .

( C )  designate a licensed 
o f f i c e r  o r  p a r tn e r  re spon s ib le  f o r  
the f i rm 's  c om p l ian ce  with the 
in su rance  statutes and regu la t ion s  o f  
this s la te ; and

Hslab l ishcs person in the f i rm  who is 
point o f  contact w i'h  D iv i s io n  o f  
i n s u r a n c e .

( D )  p rov id e  l o  the d irec to r 
d ocum en ts  necessary to v e r i f y  the 
in fo rm a t io n  con ta ined in o r  made in 
conn ec t io n  w ith the app l ic a t ion ;

R e f le c t s  cu r ren t  p rocedu re .

( 4 )  no t i fy  the d irec to r within 3 0  
days in w rit ing by cert i f ied mai l o f  a 
change in a p r inc ipa l  o r  manager o f  the 
f i rm  o r  the te rm ination  o f  em p loym en t  o f  
an ind iv id u a l  in the f i rm  l icensee.

I is tab l ishes t im e l in es s  standards fo r  
repo r t ing  changes l o  D iv i s io n  o f  
I n s u r a n c e .

( d )  T he  d irec to r  may adopt regu lat ions 
es tab l i sh in g  add i t io n a l  educa t ion  o r  
e xp e r ie n ce  requ i rem en ts  f o r  app l ican ts  o r  
l icensees  unde r  th is chap te r .

AS  21.27 .3811(c) A license continues in 
fo rc e  i f ,  in addition to meeting the other 
requ irements  o f  this chapter , the ind iv idua l 
l icensee , o r ,  i f  a f i rm  licensee, the p r inc ipa l 
o r  m anager  demonstrates to the d i rec to r  
that the l icensee cont inues to meet 
a d d i t io n a l  educa t io na l r equ i rem en ts  (hat 
the d i r e c to r  p resc r ibes by regu la t ion .

Re loca t ion  o f  AS 2 1 .2 2 .3 8 0 (e ) .

( e )  I f  the d i rec to r  f inds that the app l icant 
o r  l icensee is qua l i f ie d  and that app l ica t ion , 
license , o r  renewa l fees have been paid , the 
d i rec to r  may issue o r  renew the l icense.
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( 0  A licensed ind iv idua l in the f i rm  who 
changes em p lo y e r s  rem a in s  l icensed  under  
this chapter pending the issuance o f  a new 
license i f  the l icensee o the rw ise  meets the 
requ i rem en ts  o f  this .n ap tc r .

* See. 5 2 .  A S  2 1 .2 7 .  is amended by adding a 
new section to read:

See . 2 1 . 2 7 . 0 2 5 .  R E Q U IR E D  N O T IC E  HY  
L IC E N S E E ,  (a )  A licensee sha l l  not i fy  the 
d i r e c t o r  w ith in  3 0  d ay s  in w r i t in g  by 
c e r t i f ie d  m a i l  o f  a change in  res idence , 
em p lo ym en t  that is l i c en sed  under  th is 
c h a p t e r ,  p l a c e  o f  b u s in e s s ,  m a i l i n g  
address , o r  phone  numbe r; a suspension 
o r  revoca t ion  o f  a l icense by another state 
o r  ju r i s d i c t i o n ;  o r  a c o n v i c t i o n  o f  a 
m isd em eano r  o r  fe lo n y ,

( b )  A p r inc ipa l o r manager sha l l  n o t i fy  
the d i rec to r in writ ing within 3 0  days o f  a 
te rm ination  o f  em p loym en t  o f  a licensed 
ind iv idua l in the f i rm . Notice required 
under  this subsection must inc lude  the 
licensee 's  name; the f i rm 's  name and 
address ; the da le  o f  h ire , s e l f -em p loym en t ,  
o r  t e rm ina t ion ; and o the r  in fo rm a t io n  
requ ired  by the d i rec to r .

(c )  In addit ion to any o the r  pena lty 
prov ided by law, a fa i lu re  to no t i fy  the 
d i rec to r as required by this section is cause 
f o r  den ia l ,  n on rcncw a l ,  suspens ion , o r  
revoca t ion  o f  a l icense
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•  Sec . 53 .  A S  2 1 .2 7 .0 3 0 (a )  is repea led and 
reenac ted to read:

AS 2 1 .2 7 .0 3 0 (a )

( a )  "the d irec to r may not issue ari 
in su ran c e  p roduce r ,  a m anag ing  gene ra l 
agent, o r  a surp lus lines b roke r  l icense to  a 
pe rson  i f  the d i rec to r  has reasonab le  cause 
l o  be l ie ve  that the applicant f o r  the l icense 
w ou ld ,  du r in g  the 12-month pe r iod  
im m ed ia te ly  f o l l ow in g  issuance o f  the 
l icense , earn o r  rece ive an aggregate 
am oun t  in comm iss ion , se rv ice  fees, 
b r o k e rag e ,  o r  o th c '  v a lu ab le  c on s id e ra t io n ,  
d i r e c t ly  o r  ind irec t ly ,  by wha teve r  name 
c u l le d ,  represented by the c on t ro l le d  
business that exceeds 5 0  percent o f  the 
agg rega te  am oun t  o f  c om pensa t ion ,  
c om m is s ion ,  se rv ice fees, b roke rage , o r  
o t h e r  v a lu a b le  con s id e ra t io n  rep resen ted  
by a l l  o th e r  insurance business that wou ld  
be p rocu red  by o r  through the app l ican t .

( a )  T he  d irector may not grant an agent, 
genera l ugcnt, s o l i c i to r ,  o r  b roke r  l icense  to 
a person i f  the d i rec to r  has reasonab le  
cause to be l ieve that the applicant f o r  the 
license w ou ld ,  du r ing  the 12-month pe r iod  
immed ia te ly  f o l l ow in g  issuance o f  the 
l icense , rece ive an aggregate amount in 
c om m is s ion s  represented by the c o n t r o Mcd 
business that exceeds the aggregate amount 
o f  comm iss ion s  represented by a l l  o the r  
insurance business that w ou ld  be p rocu red  
by o r  th rough the app licant .

R ev is ed  to re f le c t  b ienn ia l license.

•  See . 5 4 .  A S  2 1 . 2 7 . 0 3 0 ( c )  is repea led and 
reenac ted to read:

( c )  A  licensee may not earn o r  receive an 
agg rega te  am oun t  in c om m is s ion ,  se rv ice  
fees ,  b roke rage , o r  other va luab le  
c on s id e ra t io n ,  d i rec t ly  o r  in d i r e c t ly ,  bv 
wha tev e r  name ca l led ,  represented by the 
c o n t r o l le d  business that exceeds 5 0  percent 
o f  the aggrega te amount in compensa t ion , 
c om m is s ion ,  se rv ice fees , b roke rage , o r  
o t h e r  v a lu a b le  c on s id e ra t io n  rep resen ted  
by a l l  o the r  insurance business in a 
c a le n d a r  y e a r .

( c )  T he  d irec to r may revoke an agent, 
genera l agent, so l ic i to r ,  o r  b roke r  l icense  i f  
the d i rec to r  has reasonab le  cause to be l ie ve  
that du r ing  e ither o f  the two p receding 
ca lendar yea rs  the aggregate amoun t o f  
c om m is s ion s  rep resen ted by the c o n t r o l le d  
business p rocured by o r  through the 
licensee exceeded the aggregate amount o f  
c om m is s ion s  represented by a l l  o ther 
insu rance business p rocu red  by o r  th rough 
the l icensee .

E xp re s s ly  proh ib its the act iv it ies fo r  
which the d irec to r may not issue a 
l icense in AS 2 1 .2 7 .0 3 0 (a )  above.

•  Sec . 5 5 .  A S  2 1 . 2 7 . 0 3 0  is amended by adding 
a new subsection to read:

(e )  In addit ion to any o ther pena lty 
p rov ided  by law , a person who vio la tes this 
section is sub ject to the pena lt ies prov ided 
unde r  A S  2 1 . 2 7 . 4 4 0 ( a ) .

R e lo c a t io n  o f  pena l ty  p rov is ion s .
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•  See . 5 6 .  AS  2 1 . 2 7 . 0 4 0 (a )  is amended to read: A S  2 1 .2 7 .0 4 0 (a )

( a )  App lica t ion  fo r  a license sha l l be made 
to the d i r e c to r  upon fo rm s  prescribed and 
fu rn ished by the director . As a part o f  o r  in 
c onn ec t io n  with the app l ica t ion *  the 
a p p l ic a n t  s h a l l  fu rn ish  in fo rm a t io n  
c o n c e rn in g  the iden t i ty ,  p e rsona l h is to ry ,  
expe r ien ce ,  business re co rd ,  pu rposes q j  
t h e  a o D l i c u n i  f . l  and o the r  pert inent facts 
c onc e rn in g  the app l ican t  that the d i re c to r  
m av  re a son ab lv  rcau ire .  T h e  u D n l i c u n t  
s h a l l  d e c l a r e . . . u n d e r  . p e n a l t y ,  o f  
d e n i a l .  n o n r e n e w a l ,  s u s n e n s i o n .  o r  
r e v o c a t i o n  o f  a l i c e n s e  is su ed  bv  the  
d i r e c t o r  t h a t  the  s t i t e m e n t s  m a d e  in 
o r  in c o n n e c t i o n  w i t h  the  
a p p l i c a t i o n  a r c  t r u e ,  t f l r r . e e . l t _ . u n d
c o m p le t e  to  the hcst o f  the
a p p l i c a n t ' s - . l u p . t f l e d a c . .  . a n d .  _ b e l i e f -  
P a y m e n t  o f  a n  a p p l i c a t i o n  fee
e s t a b l i s h e d  u n d e r  A S  2 1 . 0 6 . 2 5 0  m u s t  
b e  s u b m i t t e d  w i t h  t h e  a n n l i c a t l o n .

( a )  App lica t ion fo r  a license sha l l  be made 
to the d i rec to r  upon fo rm s  prescr ibed and 
furn ished by the director . As u part o f  o r  in 
connec t ion  with the app l ica t ion , the 
a p p l ic an t  sh a l l  fu rn ish  in fo rm a t io n  
c onc e rn in g  the iden t i ty ,  pe rsona l h is to ry ,  
e xpe r ience , business re c o rd ,  pu rposes ,  and 
o th e r  pe r t in en t  facts conce rn ing  the 
app l ican t  that the d i rec to r  may reasonab ly  
r e q u i r e .

C la r i f ie s  that data prov ided in the 
app l ica t ion  p rocess must be tru th fu l .  
R e f le c t s  b ienn ia l renewa l l icense .

* Sec . 5 7 .  A S  2 1 . 2 7 . 0 4 0 ( c )  is amended to read: AS  2 1 .2 7 .0 4 0 (c )

(c )  I n  . a d d i t i o n ,  to. any . o t h e r  p e n a l t y  
p r o v i d e d  bv law . a fA l  pe rson w i l f u l l v  
m is rep re sen t ing  a fact requ ired  to be 
d is c lo s ed  in o r  in  c o n n e c t i o n  w ith  the 
a p p l i c a t i o n  o r  o t h e r  i n f o r m a t i o n  
r e q u i r e d  bv  th is  s e c t i o n  is sub ject to 
the pena lt ie s  p rov ided  f o r  u n d e r  
A S  2 1 . 2 7 . 4 4 0 ( a )  ( IN  T H IS  T IT L E ] .

(c )  A  person w i l fu l l y  m isrepresen ting a 
fact required l o  be disc losed in the 
app l ica t ion  is sub ject to the pena lt ies 
p rov ided  fo r  in this title.

E d i t o r ia l  changes .

•  Sec . 5 8 .  A S  2 1 . 2 7 . 0 4 0  is amended by adding 
a new subsection to read:

(d )  The d irec to r may requ ire  an app licant 
o r  l icensee at any time, inc luding at the 
t ime o f  l icense renewa l , to supp ly  current 
in fo rm a t ion  o f  the type made in o r  
su pp lem en ta l  to an app l ica t ion .

R e f le c ts  current p rocedure . Moved  from 
AS 2 1 .2 7 .0 5 0 (b ) .
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T o  be repealed. Sec Sec. 221 . AS 21 .2 7 .050  O N E  F IL IN G  O F  P ERSO N A L  
D A T A  S U F F IC IE N T ,  (a )  The Filing o f  personal 
data by an ind iv idua l in connect ion with 
one app l ica t ion  fo r  an agent o r  gene ra l 
agent l icense is su f f ic ien t ,  regard less o f  the 
number o f  insurers to be represented o r  the 
numbe r o f  subsequent app l ica t ions by the 
same app l ican t .

R e m o v a l  r e q u e s t e d  b e c a u s e  sec t ion  
causes p r o c e d u ra l  in e f f i c ie n c ie s .

T o  be repealed. See Sec. 221 . (b )  The  d irec to r may require a l icensed 
agent, gene ra l agent, so l i c i to r ,  b ro k e r ,  o r  
ad jus te r , to supp ly  the in fo rm a t ion  ca l led  
fo r  in an app l ica t ion  f o r  a license.

Moved to A S  2 1 .2 7 .0 4 0 (d ) .

* Sec . 59 .  AS 2 1 . 2 7 . 0 6 0  is repea led and 
reenacted to read:

• A S  2 1 . 2 7 . 0 6 0

Sec. 2 1 .2 7 .060 .  EXA M IN A T IO N  O F  
A P P L IC A N T S  A N D  L ICEN SEES , (a )  Except as 
p rov id ed  in th is chapter, an app l ican t  f o r  
an ind iv idua l l icense and a p r inc ipa l o r  
m anager app l ican t  f o r  a f i rm  l icense  sh a l l ,  
b e fo re  the issuance o f  the l icense , 
p e rson a l ly  take and pass, to the sat is fac tion 
o f  the d i rec to r ,  an exam ination  that tests 
the know ledg e  and competence o f  the 
app l ican t as to  the applicant's duties and 
re spons ib i l i t ie s  as a l icensee and the 
insu rance  law s and regu la t ions o f  the state.

AS 21 .2 7 .070  SCOPE  O F  EXA M IN A T lON . (a )  
Each exam ination  sha l l  be as the d i rec to r  
prescr ibes and sha l l  be o f  su f f ic ien t  scope 
reasonab ly  to test the applicant's k n ow ledg e  
re la t ive  to the k inds o f  insurance which 
may be dealt with under the l icense applied 
fo r ,  and o f  the duties and respons ib i l i t ie s o f ,  
and laws o f  this s la te applicab le to the 
l i c e n s e e .

AS 21 .27 .060 . EXA M IN A T IO N S  OF’ 
A P P L IC A N T S  (a )  An applicant fo r  an 
ind iv idua l l icense as agent, gene ra l agent, 
b roke r ,  s o l ic i to r ,  o r  ad juster sha l l ,  b e fo re  
the issuance o f  the license, p e r s on a l ly  take 
and pass, to the satis fac tion o f  the d i rec to r , 
an exam ination g iven by the d i rec to r  as a 
test o f  the qua l i f ic a t ion s  and competence o f  
the app l ican t .

C l a r i f i e s  p r i n c i p a l  a n d  m a n a g e r  
l i c e n su re  as i n d i v id u a ls  in the f i rm .  
In co rpo ra tes  AS 2 1 . 2 7 . 0 7 0 ( a ) .
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