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(b) If the director determines that a
licensee has violated this title or that a
licensee has conducted affairs under the
license that cause the director reasonably to
desire further evidence of the
qualifications of the licensee, the director
may at any time require the licensee to
personaléy take and pass, to the satisfaction
of the director, an examination that tests
the knowledge and competence of the
licensee as to the licensee's duties and
responsibilities as a licensee, or the
insurance laws of the state,

1/27/92 SxS Paue 7 4

AS 21.27.060(a) continued
This requirement docs not apply to

(1) applicants for limited licenses, as AS 21.27.060(a)(1) moved to AS
travel Insurance agents only, under AS 21.27.150(a) and (I>) os limited licenses.
21.27.150, or, at the discretion of the
director, to applicants for licenses as
disability insurance agents for the purpose
of handling limited coverages pertuining to
sports end recreation;

(2) applicants

(A) who, a nny time within Ihc

two-year period immediately preceding the
date of application, have been licensed in
this stute under a license requiring
qualifications required by the license
applied for;
. (B) who are considered by the
dlrgctor to be fully qualilied and competent;
an

AS 21.27.060(a)(2)(A) - (C) moved to AS
21.27.060(d)

(C) whose previous license was
not revoked for any reason:

43) api)licants for a license who have
fulfilled ~qualification requirements in their
state or province of residence and who are
considered by the director to be fully
qualified and competent.

(b) The director may at any time require an Reflects additional license types and the
individual licensed as an agent, general insurance producer license.
agent, broker, solicitor, or udjustcr lo take

and successfully pass an examination

testing competence and qualifications as a

condition to the continuance of the license

if the licensee has been guilty of a violation

of this title, or lias conducted affairs under

the license that cause the director

reasonably to desire further evidence of the

qualifications of the licensee.



oposed
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Legislation

(c) An applicant who Tiles a current letter
of clearance from a prior state of residence
certifying that the applicant was in good
standing and has held a license in that state
that had the same qualifications as the
license applied for n this state, including
passing an examination, shall personally
take and pass, to the satisfaction of the
director, an examination pertaining to this
state's statutes and regulations and any kind
or class of insurance not covered under Ihc
license held in the prior state of residence,
provided the filing of the letter of
clearance is made within 180 days of
cancellation of the prior stale's resident
license.

(d) This section docs not apply, at the
discretion of the director, lo an applicant

(1) for a limited license under
AS 21.27.150;

(2) who, at any lime within the
two-year period immediately preceding the
date the current pending application Is
received by the division, had been licensed
in good standing in this state under a
license requiring substantially similar
qualifications as required by ‘Ihc license
applied for; or

~ (3) whose license in the resident
jurisdiction requires the same
qualifications as the license applied for in
this state if the license in all jurisdictions is
in good standing.
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i Existing Sta

Portion of existing §21.27.060(a).
This requirement Joes not apply to

(1) applicants for limited licenses, as
travel Insurance agents only, under AS
21.27.150, or, at the discretion of the
director, to applicants for licenses as
disability insurance agents for the purpose
of handling limited coverages pertaining to
sports and recreation;

(2) applicants

(A) who, at any time within the
two-year period immediately preceding the
date of application, have been licensed in
this state under a license requiring
qualifications tcquired by the license
applied lor; .

(B) who arc considered by the
dirgctor to be fully qualified and competent;
an

(C) whose previous license was
not revoked for cny reason;

43) apFIicants for a license who have
fulfilled ~qualification requirements in their
stale or province of residence and who are
considered by the director to be fully
qualified and competent.

ICotincnls

Reflects current procedure.

Relocation of AS 21.27.060(a).  Creates
waiver of testing at discretion of
director.

Clarified to include all limited licenses.

Editorial change.

Editorial change.



I Proposed Legislation

(e) The director may make available a
printed manual specifying in general terms
the subjects that may be covered in an
examination for a particular license.

« Sec. 60. AS 21.27.060(c) is repealed and
reenacted to read:

(c) An applicant who files a current letter
of clearance from a prior state of residence
certifying that the applicant was in good
standing and has held a license in that state
that had the same qualifications as the
license applied for in this state, including
Passing an examination, shall personally
ake and pass, to the satisfaction of the
director, an examination pertaining to this
state's statutes and regulations and any kind
or class of insurance not covered under the
license held in the prior stale of residence,
provided the filing of the letter of
clearance is made within 180 days of
cancellation of the prior state's resident
license.  This subsection only applies if the
rior resident state is accredited by the
ational Association of Insurance
Commissioners.

« See, 61. AS 21.27.060(d) is repealed and
reenacted to read:

(d) This section dr-s not apply, at the
discretion of the director, to an applicant

(1) for a limited license under
AS 21.27.150;

127192 SXS  Paee T 6

| Existing  Statute

(c) The director shall prepare and make
available to insurers, general agents,
brokers, agents, and applicants a printed
manual specifying in general terms the
subjects which may be covered in an
examination for a particular license.

IComments

director discretion to outsource

study material.

Gives d
examination

This section replaces proposed AS
21.27.060(c) in Sec. 59 above as of
January 1, 1994, The difference in
effective dates reflects reciprocity with
other NAIC accredited stales. Sec
comments in Sec. 2. See Sec 223.

This section replaces proposed AS
21.27.060(d) in Sec. 59 above as or
January 1, 1994, The difference in
effective dates reflects reciprocity with
other NAIC accredited states. See
comments in See. 2. See Sec 223.

See Sec. 61 comments above.

See Sec. 61 comments above.



(2) who, at any time within the See Sec. 61 comments above.
two-year period immediately preceding the
date the current pending application s
received by the division, had been licensed
in good standing in this state under a
license requiring substantially similar
qualifications as required by the license
applied for; or

(3) whose license in the resident Sec Sec. 61 comments above.

jurisdiction requires the same
qualifications as the license applied for in
this slate if the license in all jurisdictions is
in good standing and its resident
jurisdiction is accredited by the National
Associalin of Insurance Commissioners.

To be repealed AS 21.27.070 SCOPE OF EXAMINATION, (a) Moved to AS 21.27.060(a)
Each examination shall be as the director
prescribes and shall be of sufficient scope
reasonably to test the applicant's knowledge
relative to the kinds of insurance which
may be dealt with under the license applied
for, and of (he duties and responsibilities of,
and laws of this state applicable to the
licensee.

To be repealed h) Examination as to ocean marine and Obsolete.
related coverages may be waived by the
director as to an applicant considered by the
director to be qualified by past experience
to deal in those insurances.

To he repealed (c) The director shall prepare and make Moved to AS 21.27.060(e)
available to insurers, general agents,
brokers, agents, and applicants a printed
manual specifying in general terms the
subjects which may be covered in an
examination for a particular license.

1/27/92 SXS Pane 7 7



+ Sec. 62.

L

(b
at t

AS 21.27.080(b) is amended lo read

The director shall give examinations
e limes and places |WITILIN THIS STATE)
that the director considers necessa
reas .nably serve the convenience 0
the director* (AND) applicants, and

licensee:).

To be repealed

To

To

To

To
To

To

To

1/27/92

be

be

be

be
be

be

be

repealed

repealed

repealed

repealed

repealed

repealed

repealed

SxS
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AS 21.27.080(h)

(b)  The director shall give examinations
at Ihc times and places within this state that
(he director considers necessary to
reasonably serve the convenience of both
the director* and applicants

AS 21.27.090 QUALIFICATIONS FOR
LICENSING, (a) To qualify for an agent,
general agent, broker, solicitor, or adjuster
I{c;ense,dan applicant shall comply with this
title an

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

. (2) if for a resident license, be a bona
fide resident before issuance of the license
and actually reside in the slate;

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

(4) be a trustworthy person;

, (5[) not use or intend to use the
license for the JJurpose principally of
writing controlled business, as defined in
AS 21.27.03(1;

(6) not have committed an act that is
a ground for denial, suspension, or
revocation set out in AS 21.27.410;

(7) if the application is for an agent
or general agent license, be appointed as its
agent or general agent by one or more
authorized insurers, subject to issuance of
the license, except that an individual acting
on behalf of a firm is not required to have
an appointment as an agent or general
agent for that activity;

Minor

Moved

Moved

Moved

Moved

Moved
Moved

Moved

edotorial change.

to AS 21.27.020(b)

to AS 21.27.020(b)(1)

to AS 21.27.020(b)(2)

to AS 21.27.020(h)(3)

to AS 21.27.020(b)(4)
to AS 21.27.020(b)(5)

to AS 21.27.020(b)(6)

Appointment no longer
license.

required

for



I Proposed Legislation

To be repealed

To be repealed

To be repealed

To be repealed

To be repealed

To be repealed
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IExisting  SlatuTc

(8) if the application is for a general
agent license, have a minimum of three
years active working experience in
Insurance administrative functions,
including those listed under the definition
of "general agent" in AS 21.90.900, that, in
the director's discretion, exhibits the
applicant’'s ability to competently perform
the administrative functions for all lines
applied for;

(9% if the application is for broker
license, have a minimum of three years
active working experience in all lines
applied for cither as an agent, solicitor,
adjuster, general agent, broker, or as an
employee of insurers or representatives of
insurers, or special education or training of
sufficient deration and extent to satist the
director that the applicant possesses the
competence necessary to fulfill the
responsibilities of a broker.

(10) if the application is for a
solicitor license, intend to and in fact make
the soliciting and handling of insurance
business under the license the applicant's
principal gainful occupation and represent
and be emploP/ed by only one license
agent, general agent, or broker.

(11) if the application is for an
adjuster license, have at least six months'
experience, special education or training in
handling loss claims under insurance
contracts, of sufficient duration and extent
to make the person reasonably competent to
fulfill the responsibilities of an adjuster.

(b) If the director finds that the applicant
is qualified and that (he license fee has
been paid, the director shall issue the
license.

(c) The director mae/ adopt regulations
establishing additional educational or
experience requirements for applicants
under (a) of this section.

ICommociils

Moved lo Article 3 Sec. 21.27.590

Moved to Article 2 Sec. 21.27.530

Obsolete section.

Moved to Article 7 Sec. 21.27.830

Moved to AS 21.27.020(c)

Moved to AS 21.27.020(d)

- 620.

- 570,

- 870.



sed Legislation

To be repealed

To be repealed

To be repealed

To be repealed
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Existing  Slatul

(d) To qualify for a firm agent or broker Moved to AS 21.27.020(c)
license an applicant must comply with this
title and
(1) comply with (a)(4) and (5) of this
section;
(2) if a corporation, maintain a
lawfully “established place of business in
this state, except as provided in AS 21.27.270.

AS 21.27.095 LICENSING OF GENERAL Moved to Article 3 Sec. 21.27.590
AGENTS, (a) A general agent has the

authority, consistent with this title, that is

conferred by the insurer. A general agent,

resident or nonresident, qualified and

licensed under AS 21.27.090, ma¥ exercise

lhc powers conferred by this title upon

agents licensed for the kinds of insurance

that the ?eneral agent is authorized to

transact for the insurer appointing the
agent.
(b) A person employed on a salary by an Moved to AS 21.27.010(c)

insurer, including an officer or salaried
employee performing the same services as a
general agent, is considered to be a service
representative and is not required to be
licensed.

(c) For purposes of this section, a person Moved to AS 21.27.010(0
that performs management services for an
insurer is not required to be licensed as a
general agent if the person
(1) is a wholly-owned subsidiary of
the insurer;
2) wholly owns the insurer; or
3) is a wholly-owned subsidiary of
the insurance holding company that owns
or controls the insurer.

- 620.
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« Sec. 63. AS 21.27.100 is repealed and
reenacted to read:

Sec. 21.27.100. APPOINTMENT OP
INSURANCE PRODUCER, MANAGING GENERAL
AGENT, AND REINSURANCE INTERMEDIARY
MANAGER, (a) On forms prescribed by the
director, an apFointment shall be filed with
the director at least 10 days before its
Froposed effective date by the following
icensees:

(1) an admitted insurer appointing
a managing general agent in this state or
relative to a subject resident, located, or to
be performed in this state;

~(2) a managing general agent
appointing  an insurance producer as its
subagent 'in this star - relative to subjects
retsitdent, located, or e performed in this
state;

~(3) a domestic reinsurer
appointing a reinsurance intermediary
manager; and
(4) a reinsurance intermediary
manager appointing an insurance producer
as its subagent in this state.

To be repealed

Paee 8 1

AS 21.27.100

AS21.27.100 APPOINTMENTS OP AGENTS OR
GENERAL AGENTS (a) An insurer
appointin? an agent or general a%ent in the
stale shall file written notice of the
appointment with the director on forms
prescribed and furnished by the director. If
the appointee is licensed and if the
necessary licensing fee is paid, the director
shall provide to the insurer and to the
aPpointee written notification of the
effective date of the appointment.

(b) An insurer that enters into an
agreement with a general agent shall do so
by means of a written contract that
specifically sets out the duties, functions,
powers, authority, and compensation of all
parties to the contract. A contract with a
general agent shall be kept in the
permanent records of the insurer and
general agent, and be open to inspection by
the director.

Clarifies appointment procedure for
insurers and ~ managing general agents.
Add  procedure for reinsurers and
reinsurance intermediary managers.

See comments for AS 21.27.100(a)
Language “resident, located or to be
performed in this stale" added for
consistency with.the scope of the Title.

See comments for AS 21.27.100(a)
Language ‘"resident, located or to be

performed in this stale" added for
consistency with.the scope of the Title.

See comments for AS '1.27.100(a)

Sec comments for AS 21.27.100(a)

Moved to Article 3 Sec. 21.27.590 - 620.
See AS 21.27.620.



(b) On forms prescribed by the director,
an admitted insurer appointing an
insurance producer as Its agent in this state
or relative to a subject resident, located, or
lo be performed in this state shall file
written notice of appointment not later
than 30 days from the date the written
agency contract is executed or the first
insurance application is submitted to the
admitted insurer by the licensed insurance
producer.  If the licensed insurance
producer has not received written
acknowledgement of the appointment from
the director within 45 daysfromthe dale the
written agency contract is executed or the
first insurance application is submitted to
the admitted insurer by the insurance
producer, whichever is later, the insurance
producer shall immediately discontinue
actlng as an insurance producer on behalf
of the insurer until an acknowledgement
has been received.

(c) If the appointee is licensed, the
director shall provide written
acknowledgement of the appointment,
including the effective date to the person
making the a(fpointment, and to the
appointee, and to the insurer or reinsurer..

(d) The person making the appointment,
the apiomtee, and the insurer shall review
the acknowledgement for accuracy and
advise the director of an error within 30
days for correction,

1/27192  SxS  Paee 8 2

LExisting

Statu

Allows an insurance producer to secure
appointment after submission of first
application to insurer. Language
“resident, located or lo be performed in
this state" added for consistency with.the
scope of the Title.

Establishes appointment procedure.

Places responsibility  for  monitoring
appointments on industry.



w sed Legislation IExisting  Statutj | comments

* Sec. 64, AS21. 27.110 is repealed and AS 21. 27.110

reenacted to read:

1/27/92 SxS

Sec. 21.27.110. TERM (1* APPOINTMENT, (a)
An appointment under AS 21.27.100
continues in force until the appointment is
terminated

(1) by the insurer, reinsurer,
managing general agent as authorized by
the Insurer, or reinsurance intermediary
manager as authorized by the reinsurer; a
written notice of termination shall be
mailed at least 10 days before the effective
date of the termination to the last known
address of the appointee and to the director
by first class certified mail, first class
registered mail, or first class with a
certificate of mailing frcm the United Slates
Postal Service; or

(2) by the director; a -written notice

of termination shall be mailed at le»:» 10
days before the effective date of the
termination by first class certified mail to
the last address of record with the director
of the appointee and insurer, reinsurer,
managing general agent, or reinsurance
intermediary.

(b) A notice of termination submitted to
the director under (a) of this section must
include a statement of the reasons for the
termination. A statement of the reasons for
termination is privileged and may not be
admitted -x evidence in an action or
proceeding against the insurer, reinsurer,
managing general agent, or reinsurance
intermediary or their representatives by or
on behalf of a person affected by the
termination, except in an action involving
perjury, false statement, fraud, or failure to
comply with this subsection.

Pane 8 3

AS21.27.110. TERM OP API'OINTMP.NT. An
appointment under AS 21.27.100 continues
in force until

(2)  the appointment is revoked by the
Insurer by written notice of revocation to
the appointee; or

(3)  the appointment is revoked by the
director by written notice of revocation to
the appointee and insurer,

AS 21.27.120(a) Revocation of an
appointment is effective as of the dale
designated in the notice as being the
effective date if the notice is actually
received by the aﬁpointee before Ihc
designated date; otherwise, as of the earlier
of the following dales: .

(1) ~ the date the notice of revocation was
received by the appointee;

(2)  the date the notice, if mailed to the
agent at the appointee's last address of
record, in due course should have been
received by the appointee.

AS 21.27.120(b) As a part of the notice of
.ermination given the director, the insurer
shall file with the director a statement of
facts relative to the termination and the
cause thereof. The information or statement
contained in the notice of termination shall
be privileged and is not admissible as
evidence In an action or proceeding against
the insurer or one of its representatives by
or on hehalf of a person affected by the
termination.

Combines term of appointment to include
termination. Reflects new types of
license.

Relocation of AS 21.27.120(b).  Reflects

new types of license.
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(c) The director may require that an
insurer renew an appointment annually
and may require payment of a renewal fee
under AS 21.06.250 for an appointment in
effect on December 31 of the current year.
If the director requires that an
appointment be renewed or a renewal fee
be paid, the director shall terminate an
insurer's appointment if the renewal fees
have not been received by the director on
or before the close of business of March 1 of
the renewal vyear.

To be repealed

To be repealed

To be repealed

To be repealed

Paee 8 4

AS 21.27.110. An appointment under AS
21.27.100 continues in force until

(1)~ ihc 30th of June of each year unless
continued by the insurer by payment to the
director on or before the dose of business
on the 30th day of June of an annual fee set
under AS 21,06.250;

AS 21.27.120 REVOCATION OF APPOINTMENT,
(a? Revocation of an appointment is
effective as of the dale designated in the
notice as being the effective date ii the
notice is actually received by the appointee
bhefore the designated date; otherwise, as of
the earlier of the following dates:

(1) the date Ihc notice of revocation was
received by the appointee;

(2) the date the notice, if mailed to the agent
al the appointee's last address of record, In
due course should have been received by
the appointee.

(b) As a part of the notice of termination
given the director, the insurer shall file
with the director a statement of facts
relative to the teimination and the cause
thereof. Ihc inhumation or statement
contained in the notice of termination shall
be privileged and is not admissible as
evidence in an action or proceeding against
the insurer or one of its representatives by
or on behalf of a person affected by the
termination.

discretion
renewal

Reflects
Establishes

Moved to AS 21.27.110

Moved to AS 21.27.110

Moved to AS 21.27.110

Moved to AS 21.27.110

regarding
procedure.

fee.
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« See. 65. AS 21.27.130 is amended to read:

See. 21.27.130. FORM AND CONTENT OF
LICENSES. A license fAGHNT. GENERAL
AGENT. ADJUSTER. SOLICITOR, AND BROKER
LICENSES] must be in the form the director
prescribes [,] and must set out

(1) the name and mailinu address
of the licensee, and (OR] If the licensee is

required to have a Place of business, the
physical address of the place of business:

(2) if for a firm, the name of the
principal or manager of the firm;

(3) the kind or class (KINDS] of
insurance the licensee is licensed to handle;

ol the effective date and
exDirotlon date or the license 1IF A
SOLICITOR'S LICENSE, THE NAME AND
ADDRESS OF THE AGENT OR BROKER
REPRESENTED BY THE SOLICITOR];

(5) the condition under which the
license is granted;

(6) the date of issuance of the
license;

m each fictitious name and
alias under which the licensee, mav
do business: and

181 other information
reauired bv the director.
1727192 SXS  Paue 85

| Existing

Statute m

AS 21.27.130

AS.21.27.130. FORM AND CONTENT OF
LICENSES. Agent, general agent, adjuster,
solicitor, and broker licenses must be in the
form the director prescribes, and must set
out

(1) the name and address of the
licensee, or if the licensee is required to
have a place of business, the address of the
place of business;

~(2) if for a firm, the name of the
principal or manager of the firm;

~(3) _Ihc kind or kinds of insurance
the licensee is licensed to handle;

(4) if a solicitor license, the name
and address of the agent or broker
represented by the solicitor;

. (5)  the condition under which the
license is granted;

_ (6) the date of issuance of (he
license:.

ICommon Is

Editorial change.

Editorial change.

No change.
Editorial change.

Reflects biennial renewal.

No change.
No change.

Requires that fictitious names and
aliases be shown on license.

Allows director lo show additional

information on license.
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» Sec. 66. AS21.27.140 is repealed and
reenacted to read:

Sec. 21.27.140. FIRM LICENSES, (a) A firm
shall have a firm license of the same scope
as each individual employee of the firm.

(b) A firm may not be licensed as an
insurance producer, managing general
agent, reinsurance intermediary  broker,
reinsurance intermediary manager,
surplus lines broker, or independent
adjuster, or transact insurance unless each
individual employed as an insurance
F_roducer, managing general agent, surplus
ines broker, trainee insurance producer,
trainee independent adjuster, or
independent adjuster by the firm is licensed
as an individual in the firm and the
principal or manager of the firm is licensed
as an individual in the firm to exercise all
the powers conferred by the firm's license.

(c) If the director determines under AS

21.06.170-21.06.240 that the firm knew of or
should have known of an act or
representation made on its behalf by an
individual not licensed as required by this
chapter, the firm and its principal or
manager are subject tothe penalties
provided under AS 21.27.440

« See. 67. AS21.27.150 is repealed and
reenacted to read:

Sec. 21.27.150. LIMITED LICENSES. The
director may issue a

1/27/92 SxS Pace 8 6

1Existing Stu

ICom men ts

AS 21.27.140

821.27.140, LICENSES TO FIRMS. Reflects additional license types.
A firm shall have a firm license of the same
de%ree as each individual licensee acting on
behalf of the firm. A firm may not be
licensed as an adjuster, agent, or broker
unless each individual acting as or
representing to be an adH'uster, agent, or
broker on behalf of the firm is licensed as
an individual, and the principal or manager
of the firm s licensed as an individual to
exercise all the powers conferred by the
firm's license, if the licensee knows of and
consents to an act or representation on
behalf of the firm by an individual who is
not licensed as required by this chapter,
that act or representation is cause for the
Ir,evocation or suspension of the firm
icense.

Establishes responsibility of firm in
regard to its employees.

AS 21.27.150

Combines all limited licenses in title lo
one location.



1/27/92 SxS

posed Legislation

(1) travel insurance limited
Broducer license to a person whose place of
usiness is located in this stale, who sells
transportation tickets of a common carrier
of persons or property, who is appointed
under AS 21.27.100, and whose sole purpose
is to be appointed by and to act as an agent
for transportation ticket policies of
disability insurance, baggage insurance on
personal effects, and trip cancellation or
trip interruption insurance;

(2)  disability insurance limited
producer license to a resident of this state
whose sole purpose is lo be appointed by
and act as an agent for disability insurance
pertaining to sports and recreation;

(3)  title insurance limited producer
license to a person whose place of husiness
is located in this slate and whose sole
Eurpose is to be appointed by and act on
ehalf of a title insurer.

(4) bail bond limited producer
license to a person whose place of business
is located in this state and whose sole
Eurpose is to be appointed by and act on
betndlf of a surety insurer pertaining to bail
onds;

(5)  fraternal benefit society limited
producer license to a person whose sole
Eurpose is to be appointed by and to act on
ehalf of a fraternal benefit society
licensed under AS 21.84;

Paee 8 7

|Existing Sla«

AS 21.27.150. LIMITED LICENSES. The
director may issue limited licenses as travel
insurance agents to persons selling
transportation tickets of a common carrier
of persons or property who may act as
agents only for transportation ticket
policies of disability insurance or baggage
Insurance on personal effects.

AS 21.27.060. This requirement does not
apply to

(1) applicants for limited licenses, as
travel Insurance agents only, under AS
21.27.150, or, at the discretion of the
director, to applicants for licenses as
disability insurance agents for the purpose
of handling limited coverages pertaining lo
sports and recreation;

Comments 2

Expands to include trip cancellation and
trip interruption insurance.

Relocated from AS 21.66.270.  Reflects

current license type.

Reflects current license type.

Relocated from AS 21.84.410 - 460.
Reflects current license type.



Legislation

. (6) retired insurance producer
license to a resident who is retiring or is

retired from the business of insurance and
surrenders all in-force licenses lo allow the
person to receive a continuing commission

in regard to insurance transacted before
retirement; a retired insurance producer
licensee may not solicit, induce, negotiate,
or effectuate contracts of insurance; the
director may renew a retired insurance

producer license if the licensee ceases to he

a resident of this state;

(7) the director may waive the
bond required under AS 21.27.530(5) for a
person licensed under this section.

* Sec. 68, AS 21.27.160 is repealed and
reenacted to read:

Sec. 21.27.160. SCOPE OF LICENSES. An
insurance producer, managing general
agent, reinsurance intermedia-y ~broker,
reinsurance intermediary manager,
surplus lines broker, or independent
adjuster is only required to have one
license inclusive of all kinds or
combination of kinds or all classes or
combination of classes of insurance the
insurance producer, managing general
agent, reinsurance intermediary broker,
reinsurance intermediary manager,
surplus lines broker, or independent
adjuster is licensed to handle.

1/27/92 SxS Paee 8 8

| Existing Statut

AS 21.27.160

AS 21.27.160. SCOPES OF LICENSES, (a) An
agent, general agent, broker, solicitor, or
adjuster ‘is only required to have one type
officcnse inclusive of all kinds of
combination of kinds of insurance the
agent, general agent, broker, adjuster, or
solicitor is licensed to handle, regardless of
the number of represented insurers.

~(b) The following license types may be
issued:

(1) an all lines license;
. (2) a properly or casualty liros
license, m

(3) a life lines license.

IComments

New. Allows special license for retiree
so that contingent commissions may be
collected by licensee.

Allows  director to  waive  bond
requirements for limited license.

Reflects additional licensee types.
Allows m.jre flexibility on scope of
license.
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« Sec. 69. AS21.27.170 is amended to read:

Sec. 21.27.170.  INSURANCE VENDING
MACHINES LICENSE, fal A licensed
insurance
of business in (his slate  IRESIDENT
AGENT] may solicit applications for and
issue policies on behalr of an admitted
insurer orovidine [OFL personal travel
accident insurance by means of a
mechanical vending machine supervised
bv the licensed insurance oroduccr
[AGENT] and placed at airports, railroad
stations, bus stations, and similar places
where transportation tickets are sold as a
convenience to the traveling public, if
the director finds that

(1) the policy to be sold provides
reasonable coverage and benefits, is
reasonably suited for sale and issuance
through vending machines, and that use
of a machine in a particular proposed
location would be of material convenience
to the public;

(2) Inc tyJ)e_of vendin? machine
proposed to be used is reasonably suitable
and practical for the purpose;

(3) reasonable means are
provided for informing the prospective
purchaser of the policy of the coverage
and restrictions of the paolicy;

4% reasonable  means ere
provided for refund to the applicant or
prospective applicant of money inserted
in defective machines and for which no
insurance, or a less amount than that paid
for is actually received.

Pace 8 9

producer Ibul has a ulacc

AS 21.27.170

AS 21.27.170. INSURANCE VENDING
MACHINES, (a) A licensed resident agent
may solicit applications for and issue
policies of personal travel accident
insurance by means of a mechanical
vending machine supervised by the agent
and placed at airports, railroad stations, hus
stations, and similar places where
transportation tickets are sold as a
convenience to the traveling public, if the
director finds that

(1) the policy to be sold provides
reasonable coverage and benefits, is
reasonably suited for sale and issuance
through vending machines, and that use of
a machine in a particular proposed location
would be of material convenience to the
public;

(2) the t)g)e_ of vendin? machine
proposed to be used is reasonably suitable
and practical for the purpose;

(3) reasonable means are ﬁrovided
for infprmin% the prospective purcnaser of
the policy of the coverage and restrictions
of the policy;

(4)  reasonable means are provided
for refund to the applicant or prospective
applicant of money inserted in defective
machines and for which no insurance, or a
less amount than that paid for is actually
received.

Editorial change.

admitted.

No

No

No

No

change.

change.

change.

change.

Requires insurer to be



(b)  The director shall issue lo the
licensed Insurance nrodttccr [AGENTL
a special vending machine license for

gach machine to be used. The license must
snccifv the name and mulling address of
the insurer and Insurance producer
(AGENT), the name of the policy to be sold,
the serial number of the machine, and the

nhvsical location IPLACEIl where the
machine is to be in operation.  The
soccial vending machine license is

subject to nonrenewal, suspension, or
revocation coincidentally with that of the
insurance producer TAGENTI. The
director shall also revoke the license on a
machine if the director finds that the
conditions upon which the machine was
licensed, under (a) of this section, no
longer exist. Proof of the existence of a
license shall be displayed on or about each
vending machine In use in the manner
the director may (REASONABLY] require.

127192  SxS  Paue 90

(b) The director shall issue lo the agent a
special vending machine license for each
machine lo be used. The license must
specify the name and address of Ihc insurer
and agent, the name of the policy to be sold,
the serial number of the machine, and the
place where the machine is to be in
operation.  The license is subject to
suspension,, or revocation coincidentully
with that of the agent. The director shall
also revoke the license on a machine if the
director finds that the conditions upon
which the machine was licensed, under (a)
of this section, no longer exist. Proof of the
existence of a license shall be displayed on
or about each vending machine in use in
the manner the director may reasonably
require.

license and biennial

renewal

Reflects change to insurance produccre

process.



sed Legislation

« Sec. 70,  AS 21.27.190 is repealed and
rccnacicd to read:
Sec. 21.27.190. BOND, (a) In addition to
any other requirements in this title, a
bond or an alternative indemnity
permitted under this section shall meet
the following requirements:

(1) it shall be continuous in form;

~(2) it shall remain in force until
the licensee is released from liability by
the director or until cancelled by the

issuer:

(3) without prejudice to any
liability —accrued before = the effective
cancellation, it may be cancelled if the

director receives 60 days advance written
notice;

(4)  the amount required to be
maintained ~ must  be  maintained
unimpaired; and

(5) it shall be in favor of

insurers, insureds, and this state.

1/27/92 SxS Paue 9 1

AS 21.27,190

AS 21.27.190 BROKBR BOND, (a) Bach
applicant for a hroker license shall file
with the application and shall after that
maintain in force while licensed a bond in
favor of the people of the state, executed by
an authorized corporate surely approved by
the director, in the amount of S10.000. The
bond may be continuous in form, and total
aggregate liability on the bond may be
limited to the payment of $10,000. The bond
must be contingent on the accounting by
the broker, to a person requesting the
broker to obtain Insurance, for money or
premiums collected in connection with the
Insurance.

(b) The bond shall remain in force until
the ‘surely is released from liability by the
director, or until the bond is canceled by
the surety. Without prejudice to any
liability accrued before the cancellation,
the surety may cancel the bond upon 30
days advance notice in writing filed with
the director.

Bstahlishes

alt types of license bon

minimum reguirements
s required by

type of license.

Sec

See

See

See

See

comments

comments

comments

comments

comments

for AS 21.27.190(a)
for AS 21.27.190(a)

for AS 21.27.190(a)

for AS 21.27.190(a)

for AS 21.27.190(a)

for

above.

above.

above.

above.

above.



posed Legislation | Existing  Slu IConimcnts

Jb), A bond may only be issued by an Clarifies who may issue bond in this
admitted insurer authorized to transact section.
surety insurance in this state that s

acceptable to the director.

(c) For a firm licensee, a single bond or Allows firm to secure a single bond to
an alternative indemnity permitted under cover multiple licenses and locations.
this section may combine the sureties Reduces cost lo industry.
required
' (51) by separate sections of this
title; an
o (2) for separate places of
business.
(d)  An individual in the firm who acts (c) An individual who acts on behalf of a Clarification.
solely on behalf of a firm that has and firm that files and maintains in force the
maintains a bond or —an alternative bond described in (a) of this section is
permitted under this section may not be exempt from the requirements of (a) of this
required to also have and maintain a hond section.

if the individual in the firm deposits all
money into the firm's fiduciary account.

(e) Except as provided in this title, the (d) The director may adopt, by regulation, Clarifies type and scope of alternative to
director may adopt, by regulation, a an alternative to the bond required by this bonding.
deposit of cash, a certificate of deposit, or section.

letter of credit as an alternative to a bond
if the deposit of cash, certificate of
deposit, or letter of credit meets the
requirements of this section, other
provisions of this title, and other
requirements established by the director.

To be repealed. See Sec. 221. AS 21.27.200 BROKERS AUTHORITY AND Moved to Article 2 Sec. 21.27.530 - 570.
COMMISSIONS (a) A broker is not an agent
or other representative of an insurer and
does not have power as a broker to bind the
insurer regarding a risk or an insurance
contract.

To be repealed. Sec Sec. 221. (b) An ‘insurer or agent has the right to Moved to Article 2 Sec. 21.27.530 « 570.
pay to a broker licensed under this title, or
under the laws of another state or a
province, and the broker has (he right to
receive from the insurer or agent, the
customary commissions upon insurances
placed in the insurer by the broker.

1/27/92 SxS  Pace 9 2



jrfcppostd Legislation
Mr :
To be repealed. Sec Sec. 221.

To be repealed. Sec Sec. 221.

To be repealed. Sec Sec. 221.

To be repealed. Sec Sec. 221.

To be repealed. Sec Sec. 221.

To be repealed. See Sec. 221.
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| Existing Sta

(c) In determining an insured's
entitlement to coverage or return premium,
a premium payment made to a broker shall
he considered received by the insurer if

(1) the payment was, at the time it was
made, designated for specific coverage; and

(2) the insurer accepted or
acknowledged coverage by issuing a policy,
binder, or other contract for temporary
insurance.

(d) A broker may not knowingly accept
payment for coverage until coverage is
authorized by an insurer.

(c) Except as provided under (c) of this
section, this section is not intended to alter
the common law of agency as applied to
transactions under this title.

AS 21.27.210 AGENT BROKER
COMBINATIONS A licensed agent may be
licensed as a broker and be a broker as to
insurers for which the licensed agent is not
then licensed as agent. A licensed broker
may be licensed as and be an agent as to
insurers appointing the licensed broker as
agent. The sole relationship between a
broker and an insurer as to which the
broker is licensed as an agent shall, as to
transactions arising durin% the existence of
the agency appointment, be that of insurer
and agent.

AS 21.27.2111'113:1;:0R AND CUSTODY OE
SOLICITOR'S LICENSE, (a) An agent, general
aﬁent, or broker who employs a solicitor
shall pay the fee for issuance, or annual fee
for continuation, of a solicitor license.

(b)  The solicitor license shall remain in
the possession of the employer. Uﬁon
termination of the employment, the lice ise
terminates and shall be returned to the
director for cancellation.

I1Com me nts

Moved to Article 2 Sec. 21.27.530

Moved to Article 2 Sec. 21.27.530

Moved to Article 2 Sec. 21.27.530 -

Moved to Article 2 Sec. 21.27.530

Obsolete.

Obsolete.

- 570.

- 570.

570.

- 570,



To be repealed. See See. 221.

To be repealed. See Sec. 221.

To be repealed. See See. 221.

To be repealed. See See. 221.

o Sec. 71.  AS21.27.270(a) is amended to
read:

(a)  The director may license as a
nonresident licensee IINSURANCE
AGENT. GENERAL AGENT. BROKER. OR
ADJUSTER) a person who otherwise
qualifies under this title, but who is not a
resident of [OR DOMICILED IN) the stale.

1/27/92  SxS Pace 9 4

AS 21.27.250 LIMITATIONS UPON
SOLICITORS, (a) A solicitor license may not
cover insurance for which the agent,
general agent, or broker by whom the
solicitor is employed is not licensed.

(b) A solicitor docs not have power to bind
an insurer upon or with reference to a risk
or insurance contract, or to countersign
insurance contracts.

(c) An individual may not be licensed as
an agent, general agent, or broker while
licensed as a solicitor.

AS 21.27.260 EMPLOYER'S RESPONSIBILITY
FOR SOLICITOR. All business transacted by a
solicitor under license as a solicitor shall be
in the name of the agent, general agent, or
broker by whom the solicitor is employed.
The agent, general agent, or broker is
responsible for all acts or omissions of the
solll,ci,tor within the scope of employment as
solicitor.

AS 21.27.270(a)

(@) The director may license as a
nonresident insurance agent, general
agent, broker, or adjuster, a person who
otherwise qualifies under this title, but who
is not a resident of or domiciled in the state.

Obsolete.

Obsolete.

Obsolete.

Obsolete.

Reflects new license types.



[Ex1stini» Statute [Comments

[Proposed  Legislation

« See. 72 AS 21.27.270(c) is repealed and AS 21.27.270(c)

reenacted to read:

Relocation of AS 21.27.280.  Language
"resident, located or to be performed n
this state" added for consistency with.the

(c)A nonresident may not be licensed

(c) In addition to the other . .
until the person files the power of attorney

requirements of this chapter, a person

may not be licensed as a nonresident
licensee until the person files a power of
attorney as follows:

(1) an applicant shall appoint Ihc
director as attorney to receive service of
legal process issued against the licensee
in this state upon a cause of action arising
in this state or relative to a subject
resident, located, or to be performed in

provided for in this title.

AS 21.27.280 DIRECTOR AS AGENT FOR
SERVICE OF- PROCESS, (a) A licensed
nonresident agent, general agent, broker,
or adjuster shall appoint the director as
attorney to receive service of legal process
issued against the licensee in this state upon
causes of action arising in this state. Service

scope of the Title.

this slate; service upon the director as uron ‘the director as attorney constitutes
attorney shall constitute effective legal effective legal service upon the licensee.
service upon the licensee; and

Relocation of AS 21.27.280(b).  Language
“resident, located or to be performed In
this state" added for consistency with.the
scope of the Title.

2) the appointment shall he (b)  The appointment is irrevocable for as
irrevocable for as long as there could be a long as a cause of action may be brought
cause of action against the licensee against the licensee arising out of
arising out of an insurance transaction in insurance transactions in this state.
this stale or relative to a subject resident,
located, or to be performed in this state.

« See. 73.  AS 21.27.270 is amended by
adding new subsections to read:

(d)  Duplicate copies of IePaI process (c) Duplicate copies of legal process
against a licensed or formerly licensed against the licensee shall be served upon
nonresident licensee shall be served upon the ditecior either by a peace officer or
the director either by a ﬁeace officer or through certified mail with return receipt
through certified mail with return receiﬁt requested. At the time of service the
requested. Al the lime of service, the plaintiff shall é)ay to the director a fee set
plaintiff shall EaQySOto the director a fee set under AS 21.06.250, taxable as costs in the

Relocation of AS 21.27.280(c).

1/127/92  SxS

under AS 21.0 action.
(e) Upon receiving a service of process, (d) Upon receiving a service of Ie%al Relocation of AS 21.27.280(d).
the director shall immediately send one of process, the director shall immediately send

the copies of the process by certified mail
with return receipt requested to the
licensed or formerly licensed nonresident
licensee at the last uddress of record filed
with (he director.

Pace 9 5

one of the copies of the process, by certified
mail with return receipt requested, to the
defendant licensee at the defendant's last
address of record with the director.



osed Legislation | Existing SlaTu IComments

(0, If. under the law of another slate or Expands retaliatory language from AS

forel?n country, a lax, license, fee, fine, 21.09.270 to all “licensees.  Language
penalty, deposit requirement or other “resident, located or to be performed In
material ~ obligation,  prohibition  or this state" added for consistency with.the
restriction is or may be imposed upon a scope of the Title.

licensee of this state that is ip excess of
(he tax, license, fee, fine, penalty, _de?_osn
requirement or other material obligation,
prohibition  or  restriction  directly
Imposed upon a  similar licensee of
another  slate or  country under the
statutes of this state, the same lax, license,
fee, fine, penalty, deposit requirement or
other material o_bllga ion, prohibition or
restriction may, in “the discretion of the
director, be imposed by the director upon
the licensee of the other stale or country
transacting or seeking to  transact
business in this state or relative to a
subTJect resident, located, or to be
performed in this state. For the purposes
of this section, a tax, license, fee, or other
obligation _|m5)osed by a city, borough, or
other political subdivision or agency or
another state or country on a licensee of
this state shall be considered imposed by
the state or country.
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* sed

Legislation

To be repealed. Sec See. 221.

To be repealed. Sec Sec. 221.

To be repealed. Sec Sec. 221.

To be repealed. Sec Sec. 221.

To be repealed. See Sec. 221.

To be repealed. Sec Sec. 221.
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1 Existing Statut®

AS 21.27.280 DIRECTOR AS AGENT EOR
SERVICE OF PROCESS, (a) A licensed
nonresident agent, general agent, broker,
or adjuster shall appoint the director as
attorngy to receive service of legal process
issued “against the licensee in this state upon
causes of action arising in this state. Service
upon the director as attorney constitutes
erfective legal service upon “the licensee.

(b) The appointment is irrevocable for as
long as a cause of action may be brought
against Ihc licensee arising out of
insurance transactions in this state.

(c) Duplicate copies of legal process
against the licensee shall be served upon
the director either by a peace officer or
through certified mail with return receipt
requested. At the time of service the
plaintiff shall é)% to the director a fee set
un?_er AS 21.06.250, taxable as costs in the
action.

(d) Upon receiving a service of Ie?al
process, the director shall immediately send
one of the copies of the process, by certified
mail with return receipt requested, to the
defendant licensee at the defendant's last
address of record with the director.

~AS 21.27.310 TRAINEE ADJUSTERS, (a) An
individual who lias not passed the
examination required by AS 21.27.090(a)(3)
does not have the experience or special
education with reference to the handling of
loss claims required under AS
21.27.090(a)(l 1), but who otherwise meets
the requirements of AS 21.27.090 may he
emplo¥ed and licensed as a trainee ‘adjuster,
subject to the provisions of this section.

(b) A licensed adjuster employing a
trainee adjuster shall immediately Submit to
the director the application of the trainee
adjuster, with the fee set under AS 21.06.250.

ICommcnts

Moved to AS 21.27.270(c)(1).

Moved to AS 21.27.270(c)(2).

Moved to AS 21.27.270(d).

Moved to AS 21.27.270(e).

Moved lo Article 7 See. 21.27.830 « 870.

Moved to Article 7 Sec. 21.27.830 » 870.



| Proposed

To be repealed. Sec Sec. 221.

To be repealed.

To be repealed.

To be repealed.

To be repealed.

To be repealed.

To be repealed.
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Legislation

Sec Sec.

Sec Sec.

See Sec.

See Sec.

See Sec.

See Sec.

221.

221,

221.

221.

221.

221.
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| Existing Statute

(c) A trainee adjuster shall comply with
the adjuster licensing requirements of AS
21.27.0 0(a)¥3) and 811) within 12 months
after the effective dale of the trainee
adjuster license.

(d) A trainee adjuster shall at all times be
under the supervision of a licensed adjuster,
and all adjusting transactions shall be ‘in
the name of the licensed adjuster, who is
responsible for the actions of the trainee
adjuster.

(c) A trainee adjuster is restricted to
Partlc_lpatlon in factual investigation and
entative closing of losses subject to review
and final determination by the licensed
adjuster.

(0 Compensation of a trainee adjuster
shall be on a salary basis only.

(9) The director shall terminate the
license of a trainee adjuster who is not in
compliance with this section.. A licensee or
other person havm? possession or _custodK
of the license shall immediately deliver the
license to the director either personally or
by mail.

AS 21.27.320 AGENT OR GENERAL AGENT AS
ADJUSTER; NONRESIDENT ADJUSTERS, (a) On
bchall ot and as authorized by an insurer
for which the agent or general agent is
appointed, an agent or g_eneral agent may
pcca3|_ona|ly act as an adjuster and
investigate” and regort_upon claims  without
being required to be licensed as an adjuster.

(b). A license by this slate may not be
required of a nonresident independent
adjuster, for the adjustment in this state of a
single loss, or of losses arising out of a
catastrophe common to all such losses.

IComments

Moved to Article 7

Moved to Article 7

Moved to Article 7

Moved to Article 7

Moved to Article 7

Moved to Article 7

Moved to Article 7

Sec. 21.27.830 « 870.

Sec

Sec

Sec

Sec

Sec

Sec

. 21.27.830 -

. 21.27.830 -

. 21.27.830 -

. 21.27.830

. 21.27.830 -

. 21.27.830

810.

810.

810.

- 870.

810.

- 810,



sed Legislation I Existing StaluT 1Comments

* Sec. 74 AS21.27.330 is repealed and AS 21.27.330

recnacicd lo read:
‘Sec. 21.27.330. PLACE OF BUSINESS. A “AS 21.27.330 PLACE OF BUSINESS. A Editorial changes. Includes new license
licensed insurance producer, managing licensed a?ent, general agent, broker, and types.
general agent, reinsurance intermediary adjuster, other than those ~licensed for life
roker, reinsurance intermediary or disability insurances or annuities only,
manager, surplus lines broker, and shall have and maintain in this stale, or if a
independent  adjuster, other than those nonresident agent or nonresident broker,
licensed for life or disability insurance or in the_stale of domicile, a place of husiness
annuity only, shall have and maintain a accessible to the public where the licensee
Place of business Physm_ally accessible to ‘)_rlnmpally conducts transactions under the
he public where the licensee principally icenses. ~The address of the F_Iace of
conducts transactions under the license in business must appear on all licenses of the
this slate, or if a nonresident licensee, in licensee, and the licensee must promptly
the state of residence. The address of the notify the director of any change of
i)_lace of business must appear on each addréss.  If the licensee ™ maintains more
icense, and the licensee shall within 30 than one place of business in this state, the
days notify the director in writing by licensee shall obtain a license or licenses
certified mail of a change of address or for each additional place, and shall pay an
place of business. f the licensee additional license fee for each license.

maintains more  than one place of
business, the licensee shall ‘obtain a
separate license for each place of hbusiness
and pay a license fee for each license.

o See. 75. AS21.27.340 is repealed and AS 21.27.340

reenacted to read:
Sec. 21.27.340.  PUBLIC DISPLAY OF AS 21.27.340 PUBLIC DISPLAY OF LICENSE, Reflects general handling for all types
LICENSE. The license of a licensee other (@) The license or licenses of each agent, of license.
than a licensee whose license has a scope eneral agent, broker, and adjuster, other
of only life or disability insurance or than licenses as to life or disa |I|t}/
annuity” shall be conspicuously dISE|a ed insurances _or annuities only, shall be
in that part of the place of business that is displayed in a conspicuous place in that part
customarily open to the public. of the place of business that is customarily

open to the public. o

'b) The license of a solicitor shall be
displayed in each place of business of the
agent, general agent, or broker by whom
the solicitor is employed.
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H”jracd Legislation

* Sec. 76.  AS 21.27.350 is repealed and
reenacted to read:

Sec. 21.27.350. RECORDS OF LICENSEES,

(@ A licensee shall document each action
faken in regard to an insurance
transaction. he documentation must
contain all notes, work Aoapers,_ documents,
and _similar material, and be in sufficient
detail that relevant events, the dales of
those events, and all persons participating
in those events can be identified. = The
documentation must include a record of
each insurance contract procured, issued,
or countersigned, together. with the
names of the insurers “and insureds, the
amount of premium paid or to be paid, and
a statement of the subgect of the
insurance; the names of other licensees
from whom business is accepted, and of
persons to  whom commissions  or
allowances are promised or paid; and a
record of each Investigation or adjustment
undertaken or consummated, ‘and a
statement of the fee, commission, or other
compensation received or to be received
on account of the investigation or
adjustment.

(b) A licensee shall keep at the
licensee's place of business or at the place
of business of an admitted insurer a
complete record of transactions under the
license. An admitted insurer  shall
maintain records received from a licensee
as required by this section.

Pace 100
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| Existing

StntiTin A IComments

AS 21.27.350

AS 21.27.350. RECORDS OF AGENTS, BROKERS,
ADJUSTERS

(@ An aFent, general agent, broker, or
adjuster shall' keep at the address shown on
the license a record of all transactions
consummated under the license. This record
shall be in organized form and must include
brok 1) if an agent, general agent, or
roker,

required  documentation.

_ (Ae a record of each
insurance contract procured, issued, or
countersigned, together with the names of
the insurers and “insureds, the amount of
premium paid or to be paid, and a statement
of the subject of the insurance;

) ?] the names of any other
licensees from whom business is_accepted,
and of persons to whom commissions or
allowances of any kind are promised or

paid . .
_ _(22_ if an adjuster, a record of each
investigation or adjustment undertaken or
consummated, and a statement of the fee,
commission, or other compensation
received or to be received by the adjuster on
account of the investigation” or adjustment;
(3) additional information that is
customary, or that may reasonably be
required " by the direcfor.

Reflects new license types.

Clarifies
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C) The records of a particular

trgnsaction shall be retained and kept
open for examination and inspection by
the director at any business time during
the five years immediately after the date
of the completion of the transaction or 10
ears for reinsurance transactions, unless
he director orders a longer period of
retention.  If a licensee  assumes the
business of another licensee or former
licensee bty merger,  purchase, or
otherwise, the principal or manager of
the assuming licensee firm shall provide
to the director in writing each location
where the assumed licensee's records are
maintained by the assumln? licensee
during the period in which the records
must " be kept available and open to the
inspection of the director. A formerly
licensed  person shall provide to the
director in writing each location where
records shall be "maintained during the
period in which _the records of a
particular transaction must be kept
available and open lo the examination and
inspection of the director. A formerly
licensed person may, with the permission
of the director, arrange to have a current
licensee or the home office of the last
known insurer of each policyholder,
maintain  the records  open “to the
examination. and inspection of the
director durln% the period in which the
records must be maintained.

Pauc 101

(b)  The records ol a particular
transaction shall be kept available and open
to the inspection of the director at any
business time during lhc five years )
immediately after the date of the completion
of the transaction.

Provides for record availability of
formerly licensed persons.



(d) In addition to the record required
under (a) of this section, a licensee shall
have and maintain at the licensee's
principal place of _business current
accountin and  financial  records
maintained under generally accepted
accounting  principles.

(cr)]_ A licensee shall reply in writing
within - 10 working days t0 a records
inquiry of the director. ~ The director may
inspect or request summary or detailed
copies of records for examination by lhc
division.  Accounting and financial
records inspected or examined under this
section are confidential when in Ihc
Bossessmn of the division, but may be used
y the director in a proceeding against
the licensee. For purposes of this section,
the records of a firm shall include and be
considered the records of an individual
licensee acting on behalf of the firm.

e Sec. 77. AS21.27.360(b) is amended to
read:

(b) All money, except that made payable

to Ihc insurer, representing premium
pufs JWJ premiums or return
Eremlum_s received by the licensee, shall
e received in the “fiduciary account of
the licensee (AND SHALL BE DEPOSITED IN
A BANK ACCOUNT OR DEPOSITORY
SEPARATE FROM ANY OTHER ACCOUNT OR
DEPOSITORY,| und shall be promptly
accounted for ‘and paid to the person
[INSURED, INSURER, OR AGENT) entitled to
the money.  For purposes of this section
ISUBSECTION], the fiduciary account of the
firm shall be considered the fiduciary
account of an individual licensee actm%
on behalf of the firm and shall be the
rcapnnaibillly —oi the firm.  Money
deposited into a fiduciary account ma%_ not
be commingled or otherwise combined
with other money, except as allowed under
(d) of this section and  AS 21.27.365,
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(c) In addition lo the record required Requires response to Division of
under (a) of this section, each agent, Insurance inquiries within 10 days.
general agent, or broker shall have and Firm to_maintain records for individuals
muintain al the principal place of business in the firm.

current accounting and financial records

maintained under  generally accepted

accounting principals. The” director may

request summary or detailed copies for

examination by the division. Records

examined under this subsection arc

confidential when in the possession of the

division, but may be used by the director in

a proceeding against the licensee. For

?_urposes of this subsection, the records of a

irm arc the records of an individual

licensees acting on behalf of the firm.

AS 21.27.360(b)

Reflects ability to use alternative to

(b) All money, except that made payable
separate trust' account.

to the insurer,” representing premiums” or
return premiums received Dy the licensee,
shail be received in the fiduciary account of
the licensee and shall be deposited in a bank
account or depository separate from any
other account or depository, and shall be
promptly accounted for and paid to the
Insured, nisuier, or agent entitled to the
money.  For purposes of this subsection, the
fiduciary account of the firm shall be
considered the fiduciary account of an
individual licensee acting on behalf of the
firm.  Money deposited into a fiduciary
account may not he commingled or
otherwise Combined with other money,
except as allowed under (d) of this section.



* See. 78, AS21.27.360(c) is repealed and AS 21.27.360(c)
reenacted lo read:

(c). In addition lo any other penally (c) A licensee who, is determined by the  Requires restitution of mis apropriated
provided by law, a person who _Ihe director, follpwmg an apgroprlate hearing money and increases maximum penalty
director has "determined has acted to divert as provided in AS 21.06.170—21.06.230, to  for deterrence of illegal activities.

or appropriate fiduciary account money have unlawfully diverted or appropriated

for personal use shall be ordered to make money to personal use, is subbect to a civil

restitution and shall be subject to penalty not to exceed $25,000 for each

suspension revocation = under violation.

or
AS 21.27.420- 21.27.435 of all licenses and
a civil penalty not to exceed $50,000 for
each violation.

* Sec. 79. AS21.27.360(d) is amended to read: AS 21.27.360(d)

(d) A licensee may only commingle (d). A licensee may commingle with Editorial changes.
nrcmlum taxes and fees. . nrcmiums. premium money, additional money for the
and return nremlums with [PREMIUM purpose of advancing premiums,

MONEY,] additional money for the purpose establishing reserves “for the payment of
of advancing premiums, ~ establishing return premiums, or reserves for receiving
reserves for “the payment of return and transmitting premium or return
premiums, or_reserves for receiving and premium money. Money collected for the
ransmitting  premium or _return  premium payment of premium taxes, policy or filing
money. Money collected for the payment of ices, late payment charge%[ and " interest
premium taxes, policy or f|||n? fees, late from fiduciary money on deposit, may be
avment Charges, and interest from commlngled In a fIdUCIaI'y accounl, ut
Pi uciary money on_deposit, may be shall be separately accounted for and
commingled in a fiduciary account, but periodically removed from the fiduciary
shall be separately accounted for and account.
periodically  removed from 1lhe fiduciary
account.

* Sec. 80. AS21.27.360(e) is amended to read: AS 21.27.360(e)

(c) A licensee may not treat money (c) A licensee may not treat money Editorial changes.
required to be in a fiduciary account as a required to be in a Tiduciary accounl as a
personal asset, as collateral” for a personal personal asset, as collateral” for a personal
or business loan, or as a personal asset or or business loan, or as a personal asset or
income on a financial statement, except that income on a financial statement, except that
money in_a fiduciary account may be money in a fiduciary account may be
included in a finanCial statement "of the included in a financial statement of the
licensee if clearly identified as fiduciary licensee if clearly identified as fiduciary
accounl assets and liabilities. account  assets.
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* See. 81. AS21.27.360(0 is repealed and
reenacted to read:

(0 This section docs not apply to an
individual in the firm who acts solely on
behalf of a firm that maintains compliance
with this section and deposits all money into
the firm's fiduciary account.

To be repealed. Sec Sec. 221

* Sec. 82. AS21.27 is amended by adding a
new section to read:

Sec. 21.27.365. DEPOSIT OR SURETY BOND IN
PLACE OF FIDUCIARY ACCOUNT, (a) Instead
of malnt_amm% a separate fiduciary accounl
for premium trust funds, a licensed firm,
eligible under ﬁ%:) of this section, may apply
in "writing to_the director for permission to
maintain,  while licensed or thereafter as
the director may require, the deposit or
surety bond described in (b) of this section.

(b) A deposit in a financial institution as
defined by regulation or a surety bond
executed "by an authorized insurer
acceptable to the director shall be
maintained in an amount not less than 10
percent of the eligible licensee's prior
year's gross written premium_on insurance
In this state or relative to a_risk_resident,
located, or to be performed in this state, and
in trust in favor of the director for the
ptrottectlon of an insurer, insured, and this
state.

(c) To become and to remain eligible
under this section, a licensed firm shall

(1) have been licensed in good

standing in this stale for the last two
calendar years;
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AS 21.27.360(0

(0 In this section, "fiduciary account"
means an account in which the licensee
holds money as a trustee for lhe insured,
insurer, general agent, surplus lines
broker, or agent entitled to lhc money.

(g) The director may adopt requlations as
necessary to implement this section.

Definition moved to AS 21.27.900. )
Para?_raph clarifies when individual in
the Tirm need not maintain a Separate
fiduciary account.

Exists in general authority.

New section allows licensee an
alternative to maintenance of a separate
Pductltlary account for premium  trust
unds.

Establishes  permissible alternatives to a
separate fiducary account for premium
trust funds. Provides minimum security
standards for insureds and insurers

benefit. ~ Language “resident, located or
to be performed In this state” added for
consistency with.the scope of the Title.

Establishes minimum eligibility
requirements.

Establishes  minimum eligibility
requirements.



$

I Proposed Legislation I Existing .Statute |Commen!s
() file with the director with its Establishes minimum eligibility
apgllcatlon, and by June 1 of each requirements.
subsequent year
~(A) a premium report Establishes minimum eligibility
certified by an independent certified requirements. Lan?uage “resident,
public accountant licensed in this located or to be performed in this stale”
state, of the prior two calendar year's added for consistency with.the scope of
gross written premiums on lhe Title.

Insurance in this state or relative lo a
risk resident, located, or to be
performed in this state; this report
may include all places of business of

the’ firm; and
(B) a report that certifies Establishes minimum eligibility
that the licensee's system of requirements.

accounting, internal” control, and
procedure is operating effectively to
provide reasonable assurance that
premium taxes and fees, premiums,
and return premiums arc ﬂromptly
accounted for and paid to the person
entitled to the money;

éS) be current in paying this state's Establishes minimum eligibility
taxes and Tees; and requirements.
(4) satisfy additional requirements Establishes minimum eligibility
that the director may establish by requirements.
regulation.
(d) Deposits under (b) of this section shall Establishes procedures for administering
be “administered under the procedures deposit_consistent with other deposits
described in AS 21.24.030 - 21.24.090 and under Title 21.

21.24.120- 21.24.130, as if the licensee were
the insurer.  Income from_lhe deposit is the
properly of the firm making the deposit.

(e?_ if the director approves a_licensee's Allows director flexibility to match  trust
application, the licensee as a fiduciary shall accounting regulations fo an individual
accounl for premium taxes and fees, licensee's accounting system.

premiums, and return premiums received
and promptly pay the money to the person
entitled to its receipt. The “director may
exempt the licensee from trust accounting
requirements established by regulation.
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flrrsed Legislation | Existing  Statut< ™"~ [Comments

« See. 83. AS21.27.370 is repealed and AS 21.21.370
reenacted lo read:

See. 21.27.370. SHARING COMRHNSATION. AS 21.27.370 SIIARI-D COMMISSIONS. (a) Reflects new license types. Language
fa) A licensee may not compensate or offer An agent, general agent, solicitor, or broker  “resident, located or to be performed in
lo compensate a person, other than an may not compensate or offer to compensate this state" added for consistency with.lhc
insurance _ producer, managing general in “any manner a person other than an scope of the Title.
agent, reinsurance intermediary ~ broker, agent, general agent, solicitor, or broker
reinsurance intermediary manager, —or licensed "in this or any other state or
surplus lines broker, licensed by this stale ﬁrov_mce, for procuring or in any manner
who is acting within the scope “of their elping to procure applications for or to
license, for procuring or in any manner Place insurance in this state. Nothlng? in
helping to procure applications” for his subsection prohibits the payment of
insurance or to place Insurance in this state compensation which is not co_ntm%ent upon
or relative to a risk resident, located, or to volume of business transacted in the form
be performed in this state. Nothing in this of salaries to the regular employees of the
subsection prohibits the payment of agent, general agent, solicitor or broker.
compensation to a regular employee of an
insurance producer Or managing gzeneral
agent by the employing licensee “that is not
contingent upon thé volume of business
transacted.

(ty A licensee may not be promised or (b) A licensee may not be promised or Hdilorial changes.

?al , directly or indirectly, com;r)ensatlon_ allowed compensation on account of the

or_procurmP an application or for placing E_rocurm of applications for_or placing of
a kind or class of ‘insurance for which the inds of insurance that the licensee is “not
licensee is not then licensed to procure or then licensed to procure or place.
place or for insurance that the licensee is
prohibited by this title from procuring or
placing.

(c). In addition to any other ﬁenalty (c) . The director shall suspend or revoke Includes firm as well as individual
provided by law, the director shall Suspend the "license of each licensee participating in responsibility.  Lstablishes penally to
or revoke the license of an individual a violation ol this section. Prevent profiting  from illegal
licensee and a firm licensee participating ransactions.

in a violation of this section. The director
may ovder a licensee who violates this

section to pa; a penalty of not mare than
three times the compensation promised or

paid.
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osed Legislation

* See. 84, AS 21.27.380 is repealed and
reenacted to read:

Sec. 21.27.380. LICENSE RENEWAL, LAPSE,
AND REINSTATEMENT, (a) Except as
provided in this title, the director may
renew a license biennially on a date Set by
the director if the licensee continues to be
qualified under this chapter and if renewal
license fees set under AS 21.06.250 for each
license arc received by the director on or
before the close of business of lhe renewal
date. A licensee is responsible for knowing
the dale that a license lapses and to lenew a
license before expiration. The director
shall mail a renewal notice lo the licensee's
current address on file with the director 30
days befcre the renewal dale.
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| Existing Stat‘

AS 21.27.380

AS 21.27.380 LICENSE CONTINUATION, (a)
Af license continues in force, upon payment
0

(1) an annual fee set under AS
21.06.250 for resident and nonresident
agent, general a(%ent, solicitor, and adjuster
licenses “that must be received by the
director on or before the close of husiness
on lhe 30th day of June;

(2) an"annual fee set under AS
21.06.250 for resident and nonresident
broker licenses that must be received by the
director on or before the close of business
on the 31st day of December.

(b? An agent, general agent, or broker
shall file the annual fee sef under AS
21.06.250 on behalf of a solicitor employed
by the agent, general agent, or broker.

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

[Comments

Establishes biennial license renewal.
Requires continued qualification for
renewal.  Allows director to spread
renewal dates throughout two years for
more efficient processing.



| Proposed Legislation

(b) If a license is not renewed on or
before the renewal date set by lhe director,
the license lapses. A licensee ‘may not act as
or represent to be an insurance” producer,
managing general agent, reinsurance
intermediary  broker,” reinsurance
intermediary manager, surplus lines
broker, or”independent adjuster during the
"ime a license has lapsed. ~The director may
reinstate a lapsed license if the person
continues to qualify for ihe license, pays
renewal license feés, and a delayed renewal
penalty.  Reinstatement does not exempt a
{JGI’SOH from a penalty provided by law for
ransacting business while unlicensed. A
license may not be renewed if it has lapsed
for two years or longer.

(c) If a licensee does not wish to renew a
license issued under this chapter, the
licensee shall surrender the license to the
director on or before the close of business
of the renewal date in the manner
prescribed in AS 21.27.460.

(d) Notice of lapse from the director shall
be mailed to a licensee at the licensee's last
address on record with the director. The
director shall obtain a certificate of mailing
from the United Slates Postal Service.

~(e) A trainee license issued to an
insurance  producer or an indr pendent
adjuster shall be for a term not to exceed 12
months and may not be renewed.

(0 A two-year trainee license issued to a
managing general agent, reinsurance
intermediary  broker, reinsurance
intermediary manager, or surplus lines
broker may be renewed only once.
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| Existing Statute

&c) If payment of the annual license fee is

not “received by the director before the due
date as required under (his section, the
licensee shall pay to the director and the
director shall coflect, in addition to the
reqular fee, a surcharge as established by
regulation under AS 21.06.250. This
subsection docs not exempt a person from a
genally provided by law for transacting
usingss without avalid license.

(d) If a licensee docs not wish to continue
a license issued under this chapter, the
licensee shall surrender the license as
provided in AS 21.27.460.

ICom men ts

Reflects all tyBe_s of license covered by
chapter.  Estanlishes lapsed license and
reinstatement  procedure.

Editorial changes.

Establishes notice of lapse procedure.

Establishes term of license for trainee
insurance producer or a trainee
independent  adjuster.

Establishes term of license for trainee
managing general agent, trainee
reinsurance interme |ar%/ broker,
trainee reinsurance infermediary
manager, or trainee surplus lines
broker.



~ p "“oposed Legislation | Existing Sta IComments

¢+ See. 85, AS21.27.390 is repealed and AS 21.27.390

reenacted lo read:

1/27/92 SxS

Sec. 21.27.390. TEMPORARY LICENSE, (a)
The director may issue a temporary license
only to a person who, except for experience,
training, or the taking of an examination,
meets all qualifications for a permanent
license and 'if lhe person is

_ (&) the surviving spouse, next of
kin, or the administrator or executor of a
deceased licensed insurance producer or
managing general agent;

(2) the spouse, next of kin,
employee, ‘or legal guardian of a licensed
insurance producer ~or mana?mg ?_eneral
agent who 'is disabled from fransacting
insurance because of sickness, insanity, or
injury;

(3 a surviving member,  officer, or
employee” of a firm licensed as insurance
Producer or managing. general agent upon
he death of the principal or manager of
%he firm holding the same licenses as the
irm; or

] (4) the designee of a licensed
insurance producer who enters active
service in the armed forces of the United
Stales, but onIK for insurance relating to
insurers for whom the licensee was acting
as an agent.
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AS 21.27.390 TEMPORARY LICENSE, (a) The
director may issue a temporary license to

_ (1) the surviving spouse or next of

kin or to the administrator or executor of a
gecekased licensed agent, general agent, or
roker;

‘2) the spouse, next of kin, employee,
or legal "guardian of a licensed agent
general agent, or broker who is disabled

ecause Of sickness, insanity, or injury;

(3) a suryivinP member, officer, or
employee of a firm [icensed as agent
general agent, or broker, upon the death of
Prlnmpal or manager of the firm holding
he same licenses as the firm; or

([4) (he designee of a licensed agent
who enters active service in the arme
forces of the United States.

(b) A person must meet lhe qualifications
for "a permanent license, except for
experience, t[ammg, or the takgnP of any
examination, in order to be eligible for a
temporary  license.

Editorial changes.

Editorial changes.

Editorial changes.

Editoriul changes.

Editorial changes.

Combined with AS 21.27.380(a)



_(c) The fee paid to the director for
issuance of a temporary license under AS
21.06.250 shall be credited toward the fee
required for a permanent license which is
issued to replace the temPorary license
before lhe expiration of the temporary

license.
?b) A temporar?; license may not be in AS 21.27.400 LIMITATION ON TEMPORARY Relocated from AS 21.27.400(a). Revises
effect for more than 90 consecutive days, LICENSE, (3 A temporarg license may not term.
and may not be renewed or reissued for be effective for more than 90 days in 4 12-
more than one additional 90-day period. month period, and the director ‘may refuse

to license again a person who has
previously been so  licensed.

(c). A temporary licensee may not be (b) A person requesting a temporary Editorial changes.
appointed by an ‘insurer for which a agent or general agent license because of

licensed insurance producer or managing the death or disability of an agent or

general agent was not appointed at the” time general agent may not be appointed by an

insurer for which Ihe agent or general
agent was not appointed at the time of death
or commencement of disability.

of death or commencement of disability.

To be repealed. See Sec. 221 AS 21.27.400 LIMITATION ON TEMPORARY Moved to AS 21.27.390(b)
LICENSE, (a) A temporary license may not
be effective Tor more than 90 days in a” 12-
month period, and the director ‘may refuse
to license again a person who has
previously been so licensed.

To be repealed. See Sec. 221 (b) A person requesting a temporary Moved to AS 21.27.390(c)
agent or general agent liCense because of
the death or disability of an agent or
general agent may not be appointed by an
insurer for which the agent or general
agent was not appointed al the time of death
or commencement of disability.
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iscd Legislation | Existing Statut‘ [Commcnls

To be repealed. Sec See. 221 (c) . A person may not receive a Exception removed.
commission or other compensation for
writing or _renewing “controlled business,"
as defined in this chapter, under a
temporary license unless and until, before
the "expiration of the temporary license, (he
person qualifies for and receives a
Permanent license in place of the
emporary license. Otherwise, the licensee
under the temporary license may exercise
}he same powers as under a like permanent
icense.
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* See. 86. AS21.27 is amended by adding a
new section to read:

Sec. 21.27.405. MIARING AND ORDER ON Similar in effect to AS 21,36. P_rowsmns.
VIOLATION, (a) On the complaint of a Establishes procedure to investigate and
person or on the motion of the director, the issue cease and desist orders for
director may conduct an investigation lo violations of this chapter..

determine whether a person has violated
this  chapter.

(b; If the director determines that a Sec comments on AS 21.27.405(a).
person has violated this chapter, the
director shall serve an order upon the
person charged requiring that person to
cease and desist from engaging In the act or
practice.  Service required™ under this
subsection shall be by mail with a
certificate of mailing” from the United Stales
Postal Service, A person a%gneved by the
cease and desist order may demand a
hearing under AS 21.06.170 - 21.06.240.

(c) _If the director believes that a person See comments on AS 21.27.405(a).
has violated a cease and desist order issued

under (b% of this section, the director may

certify the relevant facts to the sugerlor
court” for proceedings under AS 44.52.590.
In addition to the penalties and remedies
provided for in AS44.62.590, the superior
court, upon finding that the cease and desist
order has been violated, may order the
violator to comply with the “order, pay a
penalty of not more than $100,000 for each
violation, revoke or suspend the violator's
license, and bar the violator from )
transacting the business of insurance in
the future.
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[Existing  Statu IComments

« See. 87. AS21.27.410 is repealed and AS 21.27.410

reenacted to read:
Sec. 21.27.410. DENIAL, NONRENEWAL,

AS 21.27.410 DISQUALIFICATIONS FOR Editorial changes lo reflect biennial

1/27/92  SxS

SUSPENSION;, OR RE.VOCATION OF LICENSES,
(u) The director may deny issuance of or
not renew a license, “or may susgend or
revoke a license issued under this chapter
for any of the following:

(1) a cause for which issuance of
the license or its renewal could have been
denied had it then existed and been known
to the director;

(2 a violation or %artic_ipation in a ~(2) if the licensee or applicant Editorial changes.
violation of a provision of this title; willfully  violates or knowingly —participates
in the Vviolation of a provision' of this ftitle;
32 wilful misrepresentation or _ 33) if the licensee or applicant has Editorial changes.
fraud by the licensee or applicant to obtain obtained "or attempted to obtain the license
or attempt to obtain a license; through willful misrepresentation or fraud,
or has failed lo pass an examination
required under this chapter;
(4% misappropriation, _conversion (4 if the licensee or applicant has Editorial changes.
to personal use, or |Ileg1ally withholding misappropriated or converted to personal
money required to be held ‘in a fiduciary use or has illegally withheld money
capacity by a licensee or applicant; required to be held in a fiduciary capacity;
_ (5) with intent to deceive, material ~(5) if the licensee or apPIicant has, Editorial changes.
misrepresentation of the terms or effect of with intent to deceive, materially
an insurance contract by a licensee or misrepresented the terms or effeCt of an
applicant; insurance contract; or has enPa ed or is.
about to engage in a fraudulent transaction;
(625 twisting in violation of (6? if the licensee or applicant has Editorial changes.
AS 21.36.050 or rebating in violation of been quilty of "twisting," under AS
AS 21.36.100 by a licensee or applicant; 21.36.050, “or of rebating, under AS 21.36.100;
(7) conviction of a felony; (7) (if the licensee or applicant has Editorial changes.
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LICENSE, (a) The director may refuse to
issue a license or may suspend”or revoke a
license issued under this chapter or a
surplus line broker license, or may refuse
to renew a surplus line broker license, for a
cause specified in another provision of this
title, or for any of the following causes:

(1) for a cause for which issuance of
the license could have been refused had it
then existed and been known to the
director,;

been convicted, by final judgment, of a
felony;

renewal and additional types of licensee.

See comments on AS 21.27.410(a).
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) _(f8) ihc conduct of affairs under a
license if "the licensee exhibits conduct
considered by the director to _reflect
incompetence or untrustworihincss, or to
be a source of potential injury and loss lo
the public;

(9 the licensee or applicant
dealing with, or attempting lo deal with,
insurance or to exercise a power relative to
insurance outside the scope of the license of
the licensee or applicant;

(20)  failure lo surrender a license
as requlred by this chapter, or revocation
of a license within the 12 months preceding
the date a new application is received;

~ (11) failure to pass an examination
required under this chapter;

~ (12) cheating on an examination
required under this title;

~ (13) a licensee or applicant
en?agmg in"or about to engage in an
unfair or fraudulent insurance transaction;

_ (14)  suspension or revocation of a
license In “another jurisdiction;

(15)  forgery of another's name lo
an application for insurance by a licensee
or applicant;

(16)  accepting insurance _business
from a person not licensed as required by
this title if the applicant or licensee knew
or should have known that the person vas
unlicensed.

(b) The license of a firm and its principal
or ‘manager may be denied, nonrcnewed,
suspended, or revoked for a violation or
cause that relates to a person representing
or acting on behalf of the firm.
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~(8) if in the conduct of affairs under
the license, the licensee exhibits conduct
considered by the director to reflect
incompetence, untrustworihincss, or a
source of injury and loss to the public;

(9% if Inc licensee or a'opll_cant has
dealt with, or attempted to deal with,
insurances or to exercise powers relative to
insurance outside the scope of the licenses
of the licensee or applicant;

~(10) if the applicant failed to
continue or surrender a similar license as
provided in AS 21.27.380, that resulted in
revocation of the license within the 12
months preceding the date the new
application is received.

(b) The license of a firm may be
suspended, revoked, or refusedfor any of
the causes that relate to a person acting on
behalf of the firm.

Hdilorial changes.

Hdilorial changes.

Hdilorial changes.

New reason for denial
license.

New reason for denial
license.

New reason for denial
license.
New reason for denial
license.
New reason for denial
license.

New reason for denial
license.

Hditorial changes.

or

or

or

or

or

or

nonrcnewal

nonrenewal

nonrenewal

nonrcnewal

nonrcnewal

nonrcnewal



(c) The holder of a license that has been Moved to AS 21.27.460.
revoked or_suspended shall surrender the

license certificate to the director at the
director's  request.

* Sec. 88 AS21.27.420 is repealed and AS 21.27.420

reenacted to read:
Sec. 21.27.420. PROCEDURE FOR AS 21.27.420 PROCEDURE FOR SUSPENDING Editorial changes.
SUSPENDING. REVOKING. OR CONDITIONING A OR REVOKING A LICENSE. The director may
LICENSE, (()a) After a hearing under suspend or revoke a license by an order on
AS 21.06.170- 21.06.240, if the director hearing made as provided in AS 21.06.220
determines that a person has violated a effective 10 days after the dale of the giving
i)_rowsmn of this title and that the person's of the order, subject lo the right of the
icense should be suspended or revoked, the licensee to appeal to the superior court as
director shall issue an order effective 10 provided in 21.06.230.

days after the date of issuing that the
license is suspended or revoked.

(b& After a hearing under AS 21.06.170 - Adds ability to condition license.
21.06.240, if the director determines the

Person_ has violated a provision of this ftitle,

he director may place conditions on a

Person's license” if the director finds that

the conditions will protect Ihc public from

injury or potential "injury.

* Sec. 81, AS21.27.430 is repealed and AS 21.27.430 Editorial changes.
reenacted to read:
Sec. 21.27.430. SUSPENSIONS AND AS 21.27.430 DURATION OF SUSPENSION. Editorial changes.
REVOCATIONS (a? An order suspending a Each order suspending a license shall
license shall specify the period during sp_ccnt))/ the period during which suspension
which the license is suspended. A period of will Dbe effective, which period may not
suspension may not exceed 12 months. exceed 12 months.
(b).  An order revoking a license shall Language “resilient, located or to he
specify the period during which the person performed in this state" added for
may not seek to be licensed in this slate or consistency with.the scope of the Title.

licensed relative to a subject resident,
located, or to be performed in this stale.
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(c) In addition lo any other penalty
Browded by law, a person whose licénse has
een suspended or revoked shall pay a
penalty equal to all or a portion of ‘the
compensation received during the
suspension or revocation relating to the
transaction of insurance,

* Sec. 90.  AS 21.27.440 is repealed and
reenacted to read:

Sec. 21.27.440. PAYMENT OF CIVIL
PENALTIES, (a) In addition to any other
penalty provided by law, a person”that the
director determineS under AS 21.06.170 -
21.06.240 has violated the provisions of this
chapter is subject to

1) & civil penalty equal to the
compensation promised, paid, or to be paid,
directly or indirectly, to a licensee in
regard” to each violation;

either a civil penalty of not
more than $10,000 for each violation or a
civil penally of not more than $25,000 for
each violation if the director determines
that the person wilfully violated the
provisions of this chapter; and

(3) denial, nonrenewal,

suspension, or revocation of a license.

(b) An order issued by the director that
levies a civil penalty shall specify the time
Berlod within which the civil penalty must
e fuljlg paid. The period may not be “less
than 15 days or more than One year after
the date of the order. Upon failure to pay a
civil penalty when due, the director shall
revoke, without further hearing, all
licenses of the licensee not already revoked.
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AS 21.27.440

AS _21.27.010‘d) A person that the director
determines, following an appropriate
hearlng as provided in AS 21.06.170—
21.06.230, has violated this section is subject
to a civil penalty of not more than $2,500° for
each violation.

AS 21.27.440 CIVIL PENALTIES MAY BE
IMPOSED..After hearing and in addition to or
in lieu of the suspension revocation of a
license, the director may levy a civil
Eenalta/ %J]on lhe licensee not to exceed
2,500. The order levying Ihe civil ﬁenally
must specify the period within which the
civil penally shall 'be fully paid. The period
may not be less than 15 or more than 30
days after the dale of the order. Upon
failure lo pay the civil penaItY_ when  due,
the director shall revoke the licenses of the
licensee if not already revoked. A civil
penalt%/ collected by ‘Ihe director shall be
paid fo the commissioner of revenue for
deposit in ihc general fund.

ICommecnls

Prevents profiting during period of
suspension or termination.

Prevents unlicensed persons from
PI’OfI'[Ing from _illegal _insurance
ransactions.  Distinguishes wilful
violations from other violations.
Increases maximum penalties to reflect
severity of violation and provide =
deterrence from violations.  Provision
for installment payment of penalties.
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To be repealed. Sec Sec. 221 AS 21.27.450 FINE IN LIEU OFACTION Inherent in courts authority.
AGAINST THE LICENSE. Upon the hearing of
an appeal from an order suspending or
revoking a license issued under this
chapter,” the court, if it finds that the
licensee is quilty of violation of the law and
if it considers ‘the suspension or revocation
too severe u penally under the facts as
found, may instead ‘impose a fine of not
more than” S2.500. Payment of the fine
within 10 da?]/s after “its imposition reinstates

or restores the license.
* See. 91.  AS 21.27.460(a) is amended lo read: *AS 21.27.460(a)
(@) . A license issued under _&hI_S chaBter is (@) A license issued under this chapter is Reflects biennial renewal.
the "pioperlv of the slate.  Within 10 duvs the proP_erty of the stale. Upon the ) o
of an order or notice of nanrtncwai termination, suspension, or revocation of Minor editorial changes
(UPON THE TERMINATION! suspension, or the license, lhe licensee or oilier person
revocation of the license, the licensee or having. possession or custody of the license
other person having possession or custody shall “immediately deliver it to the director
of the license shall _P MEDIATELY] deliver cither personally or by mail.
it to the director either personally or hy

certified malil.

* Sec. 92, AS21.27.460 is amended by adding
a new subsection to read:

(c) Upon a change in the state of Requires surrender of license for
residence, a place of business, a mailing reissue when change of condition
address, or in the principal or manager of a occurs.

firm, a license sub{ect to the change shall
be surrendered to the director within 10
days cither personally or by certified mail
and the division shall reissue the license
reflecting the changes if the licensee
continues to satisfy the qualifications under
this  chapter.
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» See. 93, AS21.27 is amended by adding new
sections to read:

ARTICLE 2. INSURANCE PRODUCERS.

Sec. 21.27.530. INSURANCE PRODUCER
QUALIFICATIONS. In addition to the general
?uall_flcatlons under AS 21.27.020, lo quality
or issuance or renewal of an insurance
producer license, an applicant or licensee

(1) must possess the competence
necessary to fulfill the responsibilities of
an insurance producer;

~ () if previously licensed in good
standing ‘in this stale as an insurance
producer, must not have had c license
suspended or revoked within the previous
four calendar years;

_ (3) for a fraternal society limited AS 21.84.430 QUALIFICATIONS,

insurance P_roducer license, shall “file with APPLICATION FOR AGENTS LICENSE, (a) The
the application a statement by an officer or director may issue an agent's license to a
director of the appointing fraternal  society person who has (Pald an annual license fee
that affirms that the society has satisfied set under AS 21.06.250 and who has complied
itself that the applicant is” trustworthy and with lhe requirements of this section,
competent to act as its insurance agent; authorizing the licensee to act as an

insurance “agent on behalf of any  society
named in the license that is authorized td do
business in tins state, and who has passed an
examination given by the director.

(b) Before an insurance agent's license is

issued there shall be on file In the office of
the director the following documents:
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IComments

This article establishes a single
insurance producer license to replace
the separate license for agent broker
and solicitor.

Establishes qualifications for license

Sec comments for AS 21.27.530 above

See comments for AS 21.27.530 above

Rolocation of AS 21.84.430.
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. @ for a license with a scope (hat Incorporates current  regulation.
includes variable contracts, must cither be

currently registered with the federal

Securities and (Exchange Commission as a

broker-dealer or personally take and pass,

to the satisfaction of the director, tests of

the knowledge and competence of the

applicant concerning securities; and

_ (S?1 except for an applicant or AS 21.27.190 BROKER BOND, (a) Each Broker bond requirement is from AS
licensee who represents to be and acts ap_?llcant for a broker license shall file 21.27.190(a).

solely on behalf of admitted insurers as an with the application and shall after that

agent and who does not receive money maintain in' force while licensed a bond in

required to be received in the fiduciary favor of the people of the state, executed hy

account of the licensee, shall file with "the an authorized corporate surety %pgroved by

application and maintain in force while the director, in the amount of $10,000. The

licensed a bond in the amount of $10,000, bond may be continuous in form, and total

unless a greater amount is_required by aggregate liability on the bond may be

another provision of this title. limited to the payment of $10,000. The bond

must be contingent on ihe accounting by
the broker, to a person requesting the
broker to obtain Insurance, for mone}Yh or

premiums collected in connection with the

Insurance.
Sec. 21.27.540. TRAINEE INSURANCE Establishes trainee license for person
PRODUCERS, . (a) Except for .tie, disability, who has not passed required
and annuity insurance, a_person who has examinations.

not passed the examinations required under
AS 21.27.060 but who otherwise meets the
requirements of AS 21.27.530, may bs
employed by a licensed insurance producer
as a ‘trainee insurance producer.

_(b) Before a trainee may transact See comments for See 21.27.540(a).
insurance, the licensed inSurance producer

employing the trainee insurance producer

shall submit to the director the application

of the trainee insurance producer, with the

fee set under AS21.06.250, and receive the

trainee insurance producer license.

_(c)  The director shrll terminate a trainee See comments for Sec 21.27.540(a).
insurance producer license unless the
individual " has:
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(1), not later than Tour months Sec comments for Sec 21.27.540(a).
after Ihc effective date of Ihe trainee
insurance producer license, comply with
the _insurance producer licensing _
requirements of AS 21.27.060 _concerning
the insurance laws and regulations of this
state; and

) 23 within eight  months after the See comments for Sec 21.27.540(a).
effective date of the ‘trainee insurance
producer license, comﬁ)_ly with the
Insurance ;)roducer icensing  requirements
of AS21.27.060 concerning the knowledge
and competence of the licensee and the
licensee's duties and responsibilities as a
licensee.

d) Upon satisfying the requirements of Sec comments for Sec 21.27.540(a).
(c) of this section, a frainee insurance
producer shall apply within 30 days for an
Insurance producer license.

(e) A licensed trainee insurance producer See comments for Sec 21.27.540(a).

(1) shall at all times be working at See comments for Sec 21.27.540(a).

the direction and under the supervision of
the employing licen.cd insurance
producer; Ttile” and record documentation
must reflect the direction and supervision,
and activities must be in the name of the
employing licensed insurance producer,
who is responsible for all actions of the
trainee insurance producer;

(2) is restricted to assisting the See comments for Sec 21.27.540(a).

employing” licensed insurance producer to
prepare applications; binders; ~certificates
of “insurance; schedules of equipment,
vehicles, drivets; loss notices to insurers;
and invoices: and to performing clerical
functions for which a license is" not
required; file and record documentation
must reflect compliance with these
restrictions;
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_ (3). may not transact business with
clients or “insurers unless a licensed

insurance producer is physically present in

the same place of business as the trainee or,
if business is transacted away from the
place of business, a licensed insurance
Pro_ducer physicaily accompanies the
rainee.

(0. In addition to any other penalty
Prowded by law, the director shall revoke
he trainee license of a trainee insurance
producer that the director determines has
violated the provisions of this section. A
licensee or other ?_erson having possession
or custody of the license shall ‘immediately
surrender " the license to the director either
personally or by certified mail.

(9). In addition to any other penally
provided by law,_ if the director detérmines
under AS Z71.06.170 - 21.06.240 that the
employing licensed insurance producer
knew of or should have known that a
trainee insurance producer violated this
section, the employing licensed insurance
producer and firm,” principal and manager,
If any, are subject to the penalties provided
under  AS 21.27.440.

Sec. 21.27.550. APPOINTMENT OF
INSURANCE PRODUCER AS AN AGENT, (a) A
person may not act as or represent to be ‘a
representafive of, authorized or appointed
agent of, or other term implying a
contractual relationship with a _particular
admitted insurer, or accept applications on
behalf of an admitted insurer, unless the
person is licensed as an insurance producer
under this chapter and is or becomes an
appointed a?ent of the admitted insurer
under AS 21.27.100.
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AS 21.27.100 APPOINTMENT OF AGENTS OR
GENERAL AGENTS, (@) An insurer .
a pomtmﬂ an agent or general agent in the
state shall file written notice of the
appointment  with the director on forms
Prescrlbed and_furnished by the director. If
he appointee is licensed and if the
necessary _Ilcensm% fee is paid, the director
shall provide to the insurer and to the
a?#)omtee written notification of lhe
effective date of the appointment.

TCom ments

Sec comments for Sec 21.27.540(a).

See comments for Sec 21.27.540fa).

See comments for Sec 21.27.540(a).

Relocation of AS 21.27.100(a).



(b) ~An admitted insurer or managing Requires written agency contract.
general agent of an admitted insurer may
not enter into an agency agreement with
an insurance producer unless the
managing general agent and the insurance
producer arc licensed under this chapter,
and there is in effect a written agenc
agreement that specifically sets out the
duties, functions, E)owers_, authority, and
compensation of all parties to the” contract.
The written agreement shall be kept in lhc
permanent records of the insurer or
managing general agent, if any, and the
insurance producer, and be open lo
inspection by the director.

(c). All money collected for the account of Derived from AS 21.27.360(h).
an ‘insurer shall be held by the insurance

producer in a fiduciary account as

described under AS21:27.360, and the

insurance producer shall comply with all

applicable fiduciary account statutes and

regulations.
(d) An agency agreement may not be Requires munaging general agent
assigned in who?:a or in part by the Iicgnse. g9 !

insurance producer.

(e) If the contract permits the insurance Provides consistent insurance producer
producer to settle a claim on behalf of the handling of claims.
Insurer
_ (1) a claim must be reported to the See comments for AS 21.27.540(e).
insurer within 30 days;

SZ) a copy of the claim file shall be See comments for AS 21.27.540(e).
sent to the insurer;

(3) all insurance claim files shall Sec comments for AS 21.27.540(e).

be the property of the insurer or managing
general agent, "if any, and insurance
producer, but upon an order of liquidation
of the insurer, lhe files shall become the
sole progerty_ of the insurer or the insurer's
estate; the “insurance producer shall have
reasonable access to and the right to copy
the files on a timely basis.
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(0 An insurance producer is subject to
the unfair trade practice and frau
provisions under ~AS 21.36.

(@ The insurance producer may not

(1) bind reinsurance or
retrocessions on behalf of the insurer;
o _commit the insurer to
participate’ in insurance or reinsurance

syndicates;

(3) appoint an agent or subagent;

(@) jointly employ an individual
who is employed Dy the insurer or by the
managing general ‘agent; or

_(S) delegate insurance producer
authority  to another person.

(h) Except as provided under AS 21.27.560,
an a?ency appointment may not extend,
directly or indirectly, to a client for whom
the insurance producer is a producing
broker or for whom insurance is exported
to nonadmitted insurers under AS 21.34.

(i) A reinsurance intermediary mana?er
m_ai/] not enter into an agency agreemen
with an insurance producer. Unless both
Parlles_ arc licensed " under ibis chapter, and
here is in effect a written agency
agreement that specifically sefs out the
duties, functions, Powers, authority, and
compensation of all parties to the
agreement.  The written agreement shall be
kept in the permanent records of the
reinsurance intermediary manager, the
reinsurer, and the insurance producer, and
be open lo inspection by the director. A
written agreement must contain the
following ~ minimum  provisions:
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Informational.

Activities prohibited under license

Activity prohibited under license
hecause _ reinsurance intermediary
license is required.

Activity prohibited under license
because managing general agent license
is required.

Provides for consistency with other
licenses.

Activity prohibited under license
because . managing general agent license
IS required.

Insurance producer may not be a broker
and an agent for the same client. ~Avoids
conflict of interest.

Allows _insurance producer lo contract
with licensed reinsurance intermediary
manager, follows NAIC Model.
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(1) money collected for the account See comments on AS 21.27.550().
of a reinsurer must be held by the
insurance producer in a fiduciary accounl
as described under AS 21.27.360; ‘the
insurance producer shall comply with all
applicable fiduciary account statutes and
regulations;

_ (2) the agreement .nay not be Sec comments on AS 21.27.550(i).
assigned in whole or in part by the
insurance producer;

~ (3) the agreement may not permit See comments on AS 21.27.550(i).
the insurance producer to settle claims on
behalf of the  reinsurer or reinsurance
intermediary manager; and

: (4) the insurance producer may Sec comments on AS 21.27.550(i).
no
o ‘A) jointly employ an Sec comments on AS 21.27.550(i).
individual who is employed with the
reinsurer or reinsurance
intermediary manager; or
(D) delegate insurance See comments on AS 21.27.550(i).
producer  authority” to another
person.
Sec. 21.27.560. APPOINTMENT OF Similar to existing regulation.  Reflects
INSURANCE PRODUCERS AS BROKERS, éa)A change to insurance “producer license.
client who appoints an insurance producer Language "resident, located or lo be

as its broker In this slate or relative to a performed in this state” added for
subject resident, located, or to be performed consistency with.the scope of the Title.
in this state shall execute a written contract

that specifically sets out the duties,

functions, powers, authority, and )

compensation of the insurance producer, if

the broker is compensated by a fee paid the

client or by a combination of a fee paid by a

client and "a commission paid by an insurer

with which coverage has been placed. The

written contract shall be kept In the

permanent records of the insurance

g[oduger and be open lo inspection by the

irector.
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(b) = The insurance producer may not
knowingly accept payment of a premium
for coverage until the coverage has been
authorized by the insurer. IS subsection
does not apply to renewal of existing
coverage placed by the insurance producer,
or to a premium deposit for the purchase of
insurance. A premium_deposit shall be
returned to the client if coverage is not
obtained within 10 working days.

(c) An insurance producer appointed as a
client's broker may only receive
compensation if Ihe compensation is

) (1) a fee that requires the
insurance producer to offset or reimburse
the client for the full amount of commission
earned by the insurance producer;

_ (2) a combination of a fee paid by a
client and"a commission paid b)( an insurer
with which coverage is_placed that may
offset or reimburse a client for all or part of
a commission earned by the insurance,
producer if the amount ‘of the commission is
disclosed to the client; or

) (3% commission paid by an insurer
with which coverage has been “placed.

~(d) A contract between a client and an
insurance producer mak/ not be assigned in
whole or In part by the insurance producer.

(e& An insurance producer appointed as a
broker by a client may act as an appointed
agent of an admitted “insurer and may
accept an application, bind coverage, and
collect a premium from the client on behalf
of the admitted insurer.
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ICommcnts

~AS 21.27.200(c) In determining an
insured's entitlement to coverage or return
Bremlum, a premium payment made to a
broker shall "be considered received by the
insurer if o

(1) the payment was, at the lime it was
made, designated for specific coverage; and

§2) he insurer accepted or _
acknowledged coverage by issuing a policy,
binder, or other contract for temporary
insurance.

Moved from AS 21.27.200(c) and (d)

(d) A broker may not knowingly accept

pa?/me_nt for coverage until covctage is

authorized by an insurer.
Provides alternative means of
compensation for insurance producer
acting as a broker.

See comments on AS 21.27.560(c).

See comments on AS 21.27.560(c).

See comments on AS 21.27 560(c).

Enhances client protection.  Keeps client

in control ol his representation.

Allows clients broker lo utilize his
relationship with an insurer to his
clients advantage and maintain
exclusive broker relationship.



(0 A controlling insurance producer may From NAIC Model. Prevents insurance

not be appointed as a broker by a client in ?roducer owned or controlled insurer
this state or relative to a subject resident, from favoritism to or improper

located, or to be performed in this state influence by lhe insurance producer.
unless, in a form acceptable to (he director, Establishes “disclosure requirement for
éhe controlling__insurance producer has insurance producer . Language _
isclosed in writing to the client the "resident, located or to be performed in
relationship between Ihe controllmlg this state" added for consistency with.(he
insurance producer and the controlled scope of the Title.

insurer, each client has acknowledged
receipt of the disclosure, and a copy of the
acknowledged disclosure is maintained by
the controlling insurance producer in its
records.  The “records shall be available for
inspection by the director.

() Money paid by a client to an Provides protection for insured and
insurance producer” for insurance insurer funds.  Derived from AS
premiums shall be held by the insurance 21.27.360(b)

producer in a fiduciary _account as
described under AS 21.27.360, and the
insurance producer shall comply with
applicable fiduciary account statutes and

regulations.

(h) An insured shall be entitled lo Provides protection for insured and
coverage or a return premium and the insurer funds.  Derived from AS
Prem_lum shall be considered received b) 21.27.200(c)
he insurer if the premium payment made

to the insurance producer was, at the time
made, designated for specific coverage, and
the insurer  accepted or acknowledged
coverage by issuing a policy hinder or
other evidence of temporary _insurance, or
the insurance producer received
information from the insurer in the normal
course of business that the insurance had
been granted.

() Except as provided under (c) and (g) of Provides protection for insured and
this section, this section is not intended to insurer funds.  Derived from AS
alter the common law of agiency as applied 21.27.200(e)
lo transactions under this title.

1/27/92 SXS Paee 12 6



ed Legislation [Existing  Statut IComintnts $

See. 21.27.570. OPERATING REQUIREMENTS From NAIC Model. Prevents insurance
FOR CONTROLLING INSURANCE PRODUCERS, ?roducer owned or controlled insurer
(@) If the aggregate amount of gross written from favoritism to or improper
premium on business placed by a influence by the insuruncc ~producer.
controlling insurance producer exceeds Defines insurance producer owned or
five percent of the admitted assets of the controlled. ~ Establishes minimum
controlled. insurer for a calendar year as standards for contractual relationships.

reported in its most recent financial
statement filed with the director, the
controlling insurance producer may not
place business with the controlled™ insurer
and the controlled insurer may not accept
business from the c_ontrolllngz insurance
producer unless a written contract is in
effect between the parties that

(1) = establishes the responsibilities See comments on AS 21.27.570(a).

of each parly, indicates each party's share
of responsibility for each particular
function, and. specifics the division of
responsibilities;

~(2) has been approved by the board Sec comments on AS 21.27.570(a).
of directors of the controlled insurer;
~ () contains the following Sec comments on AS 21.27.570(a).
minimum ~ provisions:
(A) the controlled insurer See comments on AS 21.27.570(a).

may terminate the contract for cause
upon written notice sent by certified
mail to the controlling producer and
shall suspend the authority of the
controlling insurance producer to
write business during a dispute
regarding the cause for termination;

B) the controlling Sec comments on AS 21.27.570(a).

insurance “producer shall render
accounts to the controlled insurer
detaHmtt]_ all transactions including
information necessary to support
compensation  commissions, -~ charges,
and other fees received by, or owing
to, the controlling producer;
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) (C) the controlling
insurance ‘producer shall remit
money due under the contract to the
controlled insurer at least monthly;

) (D) premiums or
installments collected shall be due
not later than 90 days after the
effective dat». of coverage placed
with the controlled insurer;

(Ef) money collected for the
account of a controlled insurer shall
be held by the controlling insurance
producer in a fiduciary account as
described under AS 21.27.360, except
a c_ontrollm% insurance producer_ not
required to be licensed under this
chapter shall maintain its fiduciary
accounl in compliance with_the
requirements of its domiciliary
jurisdiction;

) (F) a licensed controlling
insurance “producer shall comply
with all applicable fiduciary accounl
statutes and regulations;

G a fiduciar?/ accoun| must
be used for all payments on behalf of
the controlled Insurer;

. (11) the controlling .=
insurance ‘producer shall "maintain
separate_records for each controlled
insurer in a form usable by the
controlled insurer; the controlled
insurer or_its authorized _
representative shall have the right
to audit and the right to copy all
accounts and records related to the
controlled insurer's business; the
director, in addition to authority
granted in this title, shall have
access to all books, bank accounts,
and records of the controlling
insurance  producer in a form usable
to the director;

SxS Paee 128

iCommtnls

See comments on AS 21.27.570(a).

Sec comments on AS 21.27.570(a).
Protects assets of controlled insurer.

Sec comments on AS 21.27.570(a).

Sec comments on AS 21.27.570(a).

See comments on AS 21.27.570(a).

Sec comments on AS 21.27.570(a).

Provides controlled insurer right lo
access controlling insurance ~producer
records.
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) () the contract may not be
asm?ned_ in whole or in part by the
controlling insurance producer;

(J) ~ the controlled insurer
shall provide, and the controlling
producer shall follow, written
underwriting  standards, rules,
procedures, and manuals that must
Include the conditions for acceptance
or rejection of risks, including types
of risks that may be written,
maximum limits “of liability,
applicable exclusions, territorial
limitations, policy cancellation
Prowsmns, the maximum policy
erm, the rating system, and basis of
Ihc rales to bé charged:

(K) the undcrwiiting
standards, ‘rules, procedures, “and
manuals shall be the same as those
ai)pllcable_ to comparable business
F’ aced with the controlled insurer by
icensees other than the controlling
licensee;

(L) the rates and terms of
the controlling . insurance producer's
compensation  including
commissions, charges, and other fees
may . not be greater than those
ai)pllcable_ lo™ comparable business
P_aced with the controlled insurer by
icensees other than the controlling

licensee;

(M)  the controlled insurer
shall establish a limit, that may be
different for each kind or class of
business, on the amount of premium
that the controlling insurance
producer may place” with the
controlled insurer in relation lo the
controlled insurer's surplus and total
writings;
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Sec comments on AS 21.27.570(a).

See comments on AS 21.27.570(a).

Prevents discrimination against other
producers.

See comments on AS 21.27.570(a).

Prevents discrimination against other
producers.

See comments on AS 21.27.570(a).

Prevents discrimination against other
producers.

See comments on AS 21.27.570(a).

Prevents discrimination against other
producers.  Establishes inSurer contiol
of underwriting.
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&N) the controlled insurer
shall notify the controlling
insurance producer if an applicable
limit is approached and the
controlling  insurance producer may
not place and Ihc controlled licensee
may not accept business if Ihe limit
under (K) of this paragraph has been
reached,

(0) if the contract provides
that the controlling insurance
roducer, on insurance, placed with
he controlled insurer, is to be
compensated contingent upon the
controlling insurer's” profits on the
placed insurance, the contm?ent_
compensation may not be determined
or paid until

(i) at least five years
after the "premiums are earned
on casualty business and at
least one ‘year after the
premiums are earned on any
other insurance;

(i) a later period
established” by the director for
specified kinds or classes of
insurance; and

(iii)  not until the

profits have been verified
under (b) of this section;
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IComments A

Sec comments on AS 21.27.570(a).

Prevents discrimination against othr
producers.  Hstablishes insurer conlr '
of underwriting.

Sec comments on AS 21.27.570(a).
Protects assets of controlled insurer.

See comments on AS 21.27.570(a).
Protects assets of controlled insurer.

Sec comments on AS 21.27.570(a).
Protects assets of controlled insurer.

Sec comments on AS 21.27.570(a).
Protects assets of controlled insurer.
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. (P) Ihe controlling Sec comments on AS 21.27.570(a).
insurance “producer may negotiate

but may not bind reinsurance on Protects assets of controlled insurer.
behalf of the controlled insurer on Limits reinsurance manipulation by
insurance that the controlllr_u%1 insurance producer.

insurance producer places with the

controlled ‘insurer, except that Ihe
controlling insurance producer may
bind facultative reinsurance
contracts under obligatory
agreements if the contract with the
controlled insurer contains
reinsurance underwriting guidelines
including, for both reinsurance
assumed "and ceded, a list of
reinsurers with which automatic
agreements are in effect, the
coverage and amounts or
percentages that may be reinsured,
and commission schedules; and

_(4) _ the controlled insurer has an See comments on AS 21.27.570(a).
audit committee composed of independent
members of the board of directors that meet Requires independent management.

at least annually with management, lhe
insurer's independent _certified public
accountants, and an independent actuary
specialist acceptable to ihe director to
review the adequacy of the insurer's
reserves for losses  incurred and
outstanding.

(b)  In addition to any other required loss Requires independent accounting and
reserve certification, the controlled insurer validation of controlled insurer
shall annually obtain the opinion of an operations as relates to lescrvcs.

independent “qualified actuary attestl_n% to
the adequacy of loss reserves established
for losses incurred and outstande on
business produced by the controlling
insurance producer. ~ The controlled  insurer
shall file with the director on or before
April 1 of QuCh year an opinion of an
independent actuary attesting to the
adequacy of the reserves for losses incurred
and oufstanding and reporting the loss
ratios for each kind and class of business
placed with the controlled insurer by the
controlling  producer.
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(c)  The controlled insurer shall annually
report by kind and class of insurance in a
form acceptable to the director the auouni
of compensation paid to the controlling
producer, the percentage the compensation
represents to the net premiums written, the
tmounl of compensation paid to
unconlrolling producers, and the
?ercentage the compensation represents to
he net " premiums written.

(d) A controlling insurance producer may
be examined by Ihc director as if it were the
controlled inurer.

(e) If the conservator, rehabilitator, or
liquidator of a controlled insurer or
formerly controlled insurer has reason to
believe” that the controlled insurer or
formerly controlled insurer suffered loss or
da_mage_ansm?_ out of a failure to comply
with “this section by the controlling
producer or another person, the
conservator, rehabilitator, or liquidator
may maintain a civil action for recovery of
damages or other relief for Ihc benefit “of
Ihc controlled insurer or its estate.

(0 In_addition to any other liability and
without intent lo limit “in any mannér the
rights of policyholders, claimants, auditors,
creditors, or third parties, if the director
determines _after a hearln% under _
AS 21.06.170- 21.06.240 that a controlling
insurance producer caused losses arising
out of a violation of this section to a
controlled insurer, the director may oider
the controlling insurance producer “to make
restitution to the controlled insurer, the
rehabilitator, or the liquidator of the
controlled insurer for the loss.

1/27/92 SxS I'aec 13 2

IExisting St ICoinmenls

Allows director lo verify that non-
discrimination standards™ arc met.

Allows director 10 examine a controlling
insurance producer as though an
insurer.

Allows a conservator, rehabilitator, or
liquidator to reach a controlling
insurance producer if its actions led to
loss by controlled insurer.

Allows director to protect assets of
controlled insurer by ordering
restitution. by a controlling insurance
Broducer if its illegal activities led to loss
y controlled insurer.
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(9). In addition to any other penally References penally section of AS 21.27
provided by law, a person who violates this and (he certificate of authority of the
section is subject to the penalties provided controlled insurer.  Provides for cease
under AS 21.27.440 and a controlled and desist to controlling insurance
insurer's certificate of authority may be producer.

suspended or revoked. The director” may
also_ order the controlllnﬁ producer to ccas<
e

placing business with the controlled
Insurer.
(h) This section docs not apply to Exceptions listed.

#1) a person appointed to act on Activity ppcrmittcd when done by a
behalf of ‘the controlled "insurer as a licensed "managing general agent.
mann?mg general agent under this
chapter,;

&2_) a person who receives no Limited affiliated company exception.
compensation based upon lhe amount of

premiums written with the controlled
insurer and who J)ches insurance only
with the controlled insurer, only with" the
controlled insurer and an admitted member
or admitted members of the insurer's
holding company system, or on_I?/_ with the
controlled insurer's  parent, affiliate, or
subsidiary if admitted in this state;

_ (3) a person who does not accept Person not dealing with the public.
insurance "placements directly from an

insured and who only accepts insurance

placements from a nonaffiliatcd subagent;

(4) _a controlled insurer and its Captive insurer exception.
controlling insurance producer if, except
for insurance written th_rou%_h a residual
market facility under this fitle, insurance
placements are accepted only from a
controlling producer, an insurance
producer controlled by the controlled
Insurer, or a producer “that is a subsidiary of
the controlled insurer;

%Sf a risk retention group under IS Preempted by i-'ederal Law.
U.S.C. 3901; or
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6) a risk apportionment plan
under A§31.39.150 orpgn assigned |?isk pool

under AS 21.39.155.

ARTICLE 3. MANAGING GENERAL AGENTS.

See. 21.27.590. MANAGING GENERAL
AGENT QUALIFICATIONS, (a) In addition to
the general qualifications under
AS 21.27.020, to qualify for issuance or
renewal of a mana?lng eneral agent
license, an applicant or Ticensee shall
have at least three years active working
exPerlence within Ihe previous 10
calendar years in insurance
administrative functions which, in the
director's opinion, exhibits the applicant's
ability to competently perform the
administrative functions for all kinds and
classes of insurance applied for.

(b) The director may require that a
managing general agent maintain

Pace 134

LICENSING, (a) To qualify for an agent,
eneral agent, Dbroker, solicitor, or adjuster
t!%:lense, dan applicant shall comply with this
itle an

AS 21.27.090 &UALIFICATIONS FOR

(8) if the application is for a general
agent license, have a minimum of three
years active working experience in
Insurance administrative functions,
including those listed under the definition
of “general agent” in AS 21.90.900, that, in
the director's discretion, exhibits the
applicant's, ability to competently perform
the administrative functions for ‘all  lines
applied for;

AS 21.27.095 LICENSING OF GENERAL
AGENTS, (@) A ?ene[al agent has the
authority, consistent with this title, that is
conferred by the insurer. A general agent,
resident or’ nonresident 8uallf|ed and
licensed under AS 21.27.090, may exercise
the powers conferred by this title upon
agents licensed for the” kinds of insurance
that the general agent is authorised to
trans%ct or the insurer appointing Ihe
agent.

Assigned risk pool exception

Relocated and revised to reflect NAIC
II\_/Iodel. Establishes qualifications for
icense.

For public protection, director has
discretion to require bond and errors &
ommissions liability insurance by a
managing general agent.
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(i\_/z each party shall
comply with unfair claims
settlement statutes and
r<gulations;

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

(vi) claim files shall
be the properly of both the
insurer ~and ‘managing
gene_ral_att;_ent; upon an order
of liquidation of the insurer,
the files shall become the
sole property of ti.e insurer
or the insurer's estate; the
managing general ~agent
shall “have Treasonable” access
lo and the right to copy the
files on a timely basis;

(K) if the contract provides
for sharing of interim profits by
the managing general agent, and
the managing general agent has
lhe author|t>( to determine the
amount of the interim profits by
establishing loss reserves, by
controlling™ claim payments, or in
any other manner, ‘interim profits
may not be puid lo the managing
general agent until

() one year after
they are ‘earned for property
insurance business and five
years after they are earned
on casualty business;

(i) a later period
established” by the director
for specified "kinds or classes
of insurance; and
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ICamments

See comments on AS 21.27.620(a).
Written contract  required and minimum
provisions established.  Insurer must
establish claims guides.

Sec_comments on AS 21.27.620(a). .
Written contract required and ‘minimum
provisions established.  Insurer must
establish claims guides.

Sec comments on AS 21.27.620(a). .
Written contract required and “minimum
provisions established.  Insurer must
establish claims guides.

See comments on AS 21.27.620(a). .
Written contract required and ‘minimum
provisions established.  Profit-sharing
accounting guidelines established.

See comments on AS 21.27.620(a). .
Written contract required and ‘minimum
provisions established.  Profit-sharing
accounting guidelines established.

See comments on AS 21.27.620(a). . .
Written contract required and ‘minimum
provisions established.  Profit-sharing
accounting  guidelines established.
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not
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~ (i) not until the
profits have been verified
under (d) of this section;

o d(L) if the insurer is
domiciled in this slate or the
managing general agent has a
place of business in this slate, a
copy of the contract must be filed
with and approved by the director
at least 30 days before the
managing general a%ent transacts
busalness on behalf of the insurer;
an

~ (M) if the contxact is not
required to be apﬂrov_ed in advance
by the director, the insurer shall
provide written notification to the
director within 30 days of the entry
into or termination of a contract
with a managing general agent; the
notice must include a statement of
duties to be performed by the
managing general agent” on behalf
of the insurer, the Kinds and classes
of insurance for which the
managing. general agent has
authorisation to act, ‘and other
information required by the
director.

The managing general agent may
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Sec comments on AS 21.27.620(a).
Written contract required and ‘minimum
provisions established.  Profit-sharing
accounting guidelines established.

Sec comments on AS 21.27.620(a). =
Written contract required and ‘minimum
provisions established. = Director
approval of domestic insurer or
managmé; general agent contracts
required.

See comments on AS 21.27.620(a).
Written contract required and ‘minimum
Erow_smns established.  Notice required
0 director if contract cancelled.

Prom NAIC Model, _lislablishes minimum
standards for operations of a managing
Fert]e(rjal agent. ~ Prohibited activities
Isted.
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(1) bind reinsurance or Sec comments on AS 21.27.620(c).
retrocessions on behalf of the insurer, Protects assets of insurer.

except that the managing general agent
may bind facultative ~ reinsurance _
contracts under obligatory agreements if
the contract with the insurer contains
reinsurance underwriting  guidelines
including, for both reinsurance assumed
and ceded, a list of reinsurers with which
automatic agreements are in effect, Ihc
coverage and amounts or percentages that
may be reinsured, and commission

schedules;

~(2) commit the insurer to See comments on AS 21.27.620(c).
participate’” in insurance or reinsurance Protects assets of insurer.
syndicates;

32 apBomt a subagent unless the See comments on AS 21.27.620(c).
scope of the subagent's license as an Managing general agent must assure
insurance producer includes Ihe kinds that subagents arc adequately licensed.
and classes of insurance for which the
subagent is appointed;

(4) pay or commit the insurer to See comments on AS 21.27.620(c).
pay a claim, nét of reinsurance, the Protects assets of insurer.
amount of which exceeds one percent of
the insurer's policyholder's surplus as of
December 31 of the last completed
calendar year without the prior written
approval of the insurer for the settlement
and the approval is received after the
insurer has been notified in writing that
the claim settlement will exceed one
percent of the insurer's policyholder's
surplus as of December 31 of the last
completed calendar year;

_ (5) collect_ a Rayr_nent froma See comments on AS 21.27.620(c). Gives
reinsurer Or commit the” insurer to a claim insurer oversight on reinsurance
settflement with a reinsurer with iut prior transactions.

written aPproval of the insurer, but if
prior written approval is given, a
complete report must be forwarded to the
insurer within 30 days;
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~(6) permit a subagent to serve on
the insurer's hoard of directors;

7) jointly employ an individual
who is én%plo{/ed \>//vith Pheyinsurer; or

(8) delegate managing general
agent authority to another person.

(c) In a form acceptable to the director, a
managing general agent shall annually
obtain’ a cop¥ of certified financial
statements of each managing general
agent with which the insurer has done
business.  The financial statements shall
be prepared by an_independent certified
public "accountant if the managing
general agent, with or_without™ authority,
Cither separately or with affiliates,
directly of indirectly produces or
underwrites an amount of gross written
premium equal to or more fhan five
percent of the policy holder’s surplus in a
Quarter or year, as reported in the
insurer's last annual  statement.

(d) In addition to any other required
loss reserve certification, if a managing
eneral agent establishes loss reserves,
the .insurer shall annually obtain the
opinion of an independent qualified
actuary attesting to the adequacy of loss
reserves established for losses™ incurred
and outstanding on business produced by
the _managing general agent. = The insurer
retains. an independent “responsibility to
determine the adequacy of its loss
reserves, including those established by
its managing general agents.
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Sec comments on AS 21.27.620(c). Arms
length relationships required.

Sec comments on AS 21.27.620(c). Arms
length  relationships  required.

Sec comments on AS 21.27.620(c).

From NAIC Model, Establishes minimum
standards for operations of a managing
general agent. ~ Annual reports_ of
managing ~ general agent required.

From NAIC Model. Establishes minimum
standards for operations of a managing
general agent. ~ Assures adequate
reserves. — Independent valuation of
reserves.



(e) An insurer shall at least From NAIC Model. Establishes minimum

semiannually conduct an on-silc review standards for operations of a managing
of the underwriting and claims general agent. Assures insurer
processing operations of the managing oversight of managing general agent.

general ugcnt if the managing general
agent, with or without authority, either
separately or with affiliates, directly of
indirectly produces or underwrites an
amount of gross written premium equal to
or more than five percent of the policy
holder's surplus in a quarter or year, as
reported in lhc insurer's last annual

statement..

(f) An insurer shall review its books From NAIC Model. Establishes minimum
and records quarterly to determine if a standards for operations of a managing
person or insurance producer has acted as general agent. Requires periodic review
its managing general agent. If an insurer by insurer of its managing general
determines thct a person or insurance agents.

producer has acted as its managing
general agent, the insurer shall promptly
notify the person or insurance producer
and the director of the determination and
the insurer and person or insurance
producer must fully comply with the
provisions of this chapter within 30 days.

From NAIC Model. Establishes minimum

(@) An insurer may not appoint to its
standards for operations of a managing

board of directors an officer, director,
employee, subagent, insurance producer, general agent. Arms length
or control ng shareholder of its relationship required insurer and

managing general agent. managing general agent.

(h) The actual or apparently authorized From NAIC Model. Establishes minimum
acts of the managing general agent arc standards for operations of a managing
cons'Jered the acts of the insurer upon general agent.
whose behalf it is acting.

From NAIC Model. Establishes minimum
standards for operations of a managing
general agent. Examination provision.

(i) A managing general agent may be
examined by the director as if it were the
insurer.
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~If the director determines after a
hearing under AS 21.06.170 - 21.06.240
that a managing general agent caused loss
arising out of a violation of AS 21.27.590 -
21.27.630 to an insurer, the director may
order the managing ﬁeneral agent to
make  restitution to the insurer, the
rehabilitator, or the liquidator of the
insurer for the loss.  Restitution ordered
under this_subsection is in addition to any
other liability of the managing general
agent and docs not affect the rights of a
policy holder, claimant, creditor, or third

party.

() In addition to any other penalt
Pr_owded_ by law, a perSon who violates
his section is subject to the penalties
provided under AS 21.27.440 and an
Insurer's certificate of authority may be
suspended or revoked.
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1Comments

Allows director to protect assets of

insurer by ordering restitution _bY a
ma_nat{z_lng general agent if its illegal
activities led to loss by insurer.

References penalty section of AS 2127
and lhe certificate of authority of the
insurer.



ARTICLE 4. REINSURANCE INTERMEDIARY

BROKERS.
Sec. 21.27.670. REINSURANCE New NAIC Model. Establishes
INTERMEDIARY BROKER QUALIFICATIONS, qualifications for the reinsurance
(@ In addition to the general intermediary  broker license

qualifications under AS21.27.020, to
qualify for issuance or renewal of a
reinsurance intermediary broker license,
an applicant or licensee "shall have at least
three years active working experience
within “the previous 10 calendar years in
insurance  administrative functions, that,
in the director's opinion, exhibit the
applicant's ability to competently perform
the functions for” all kinds and classes of
insurance applied for.

(b) The director may require that a For public protection, director has
reinsurance intermediary  broker discretion to require bond and errors &
maintain ommissions liability insurance by a

reinsurance intermediary broker.

) (1) an in-force, unimpaired bond Sec comments on AS 21.27.670(b).
with admitted insurers Authorized to

transact surety insurance in an amount

acceptable to "the director in favor of

insurers and this state, and with a

condition in that the reinsurance

intermediary broker conduct business as

required under this ftitle; and

_ (2) an errors and omissions See comments on AS 21.27.670(b).
insurance policy acceptable to the

director.

Sec. 21.27.680. TRAINEE REINSURANCE Establishes trainee license for person
INTERMEDIARY BROKERS, (a? An who has not passed required
individual licensed in this state as an examinations.

insurance producer, who does not have
the experience required of a reinsurance
intermediary broker but who otherwise
meets the ‘requirements of AS 21.27.670,
may be employed by a licensed
reinsurance_ intermediary broker as a
trainee reinsurance intermediary broker,
subject to the provisions of this “section.
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(b) Before an individual may transact See comments on AS 21.27.680(a).
insurance as a trainee reinsurance
intermediary  broker, the reinsurance
intermediary broker employing the
trainee reinsurance intermediary broker
shall submit to the director the
application of the trainee reinsurance
intermediary broker, with the fee set
under AS 21.06.250, and receive the
}ralnee reinsurance intermediary broker
icense.

(c). Upon satisfying the experience See comments on AS 21.27.680(a).
requirement, a trainee reinsurance

intermediary broker shall apply within 30

days for a reinsurance intermediary

broker license.

(d) A trainee reinsurance intermediary See comments on AS 21.27.680(a).
broker shall at all times be working at the
direction and under the supervision of the
employing licensed reinsurance
intermediary broker, and the file and
record documentation must reflect the
direction and supervision.  Insurance
activities must be in the name of the
em onlnﬁ reinsurance intermediary
broker” who is responsible for all actions
gf lEhe trainee reinsurance intermediary

roker.

e& A trainee reinsurance intermediary See comments on AS 21.27.680(a).
broker is restricted to assisting the
employing licensed reinsurance
intermediary  broker in preparing
applications; binders; certificates of
insurance; schedules of equipment,
vehicles, and drivers; loss notices to
insurers; and_invoices; and to performing
clerical functions for which a license is
not required. The file and record
documentation must reflect compliance
with this subsection.
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(0 A trainee reinsurance intermediary Sec comments on AS 21.27.680(a).
broker may not transact business with

clients, insurers, or reinsurers unless a

reinsurance intermediary broker is

ghy_swally present in the same place of

usiness " as the trainee or ghy_smally_

accompanies the trainee if DbuSiness " is

transacted away from the place of

business.
progvi detljn gfdilg@” to any other penalty See comments on AS 21.27.680(a).
(1) the director shall revoke the See comments on AS 21.27.680(a).

license of a trainee reinsurance
intermediary broker who the director
determines “has violated the provisions of
this. section; a licensee or other person
having possession or_custody of the
license “shall immediately Surrender the
license to the director either personally
or by certiried mail;

gzg if the director determines Sec comments on AS 21.27.680(a).
under AS 21.06.170 - 21.06.240 that the

employing reinsurance intermediary

broker” knew of or shou'd have known

that a trainee reinsurance intermediary

broker violated this section, the

employing reinsurance  intermediary

broker” and firm, principal and_ manager,

if any, are subject to the penalties

provided under™ AS 21.27.440.
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