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Sec. 21.27.690. OPHRATING
REQUIREMENTS I'OR REINSURANCE
INTERMEDIARY BROKERS, (a) Except as
provided in (b) of this section, an Insurer
may not transact business with a
reinsurance mtermedlar?/_ _broker unless
the insurer holds a cerfificate of authority
in this state, the reinsurance
mtermedlar}/ broker is licensed in this
state, and there is in effect a written
contract between the parties that
establishes the responsibilities of each
parly, indicates each ﬁarty's share of
responsibility for each particular
function, _and specifies the division of
responsibilities.  The written contract
shall be kept in Ihc permanent records of
lhe insurer and the reinsurance
intermediary broker, be open to
inspection by the director, and must
contain the " following minimum
provisions:

) (1) Ihc insurer may terminate the
reinsurance intermediary Dbroker's
authority at any time by written notice
sent by certified mail;

(2)  the reinsurance intermediary
broker shall render accounts to the
insurer detailing all transactions
including information necessary to
support all commissions, charges, and
other fees received by or owmg lo the
reinsurance intermediary broker and
remit the money due under Ihe contract to
the insurer within 30 days of receipt;

(3) money collected for the
account of an insurer shall be held by the
reinsurance intermediary broker in a
fiduciary account required under
AS 21.271.360; the reinsurance _
intermediary = broker shall comply with
applicable “fiduciary accounl statutes and
regulations;
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Prom NAIC Model. = Establishes minimum
standards for operations of a
reinsurance intermediary  broker,
Written contruct required and minimum
provisions established.

Sec comments on AS 21.27.690(a).
Written contract required_ and_‘minimum
?row_smn_s established.  Establishes
ermination  procedure.

See comments on AS 21.27.690(a).
Written contract required and minimum
provisions established.  Requires
monthly  accounting.

See comments on AS 21.27.690(a).
Written contract required and ‘minimum
provisions  established.



4) the reinsurance intermediary
broker 'hall maintain separate accounts
and records for each insurer and
maintain the records in a form usable by
the insurer; the insurer or the authorized
representative of the insurer shall have
access end the right to aud' md the right
lo copy all accounts and re- urds related to
the insurer's business; the director, in
addition to the other authority granted in
this title, shall have access to all books,
bank accounts, and records of the
insurance intermediary broker in a form
usable to the director;

(S) (he insurer shall establish
written standards for the cession or
retrocession of all risks, and the
reinsurance intermediary broker shall
comply with those standards;

(6) the reinsurance intermediary
broker shall disclose to the insurer all its
relationships with insurers and
reinsurers to whom risks arc ceded or
retroceded; and

()] the contract may not be
assigned in whole or in part by Ihc
reinsurance intermediary broker.
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Sec comments on AS 21.27.690(a).
Written contract required and minimum
provisions established. Requires
separate records for each insurer.

See commcn.s on AS 21.27.690(a).
Written contract required and minimum
provisions established. Insurer must
provide underwriting guides.

Sec comments on AS 21.27.690(a).
Written contract required and minimum
provisions established. Disclosure of
other contracts required.

Sec comments on AS 21.27.620(a).
Written contract required and minimum
provisions established. Contract not
assignable.



Legislation [Kxixtinh  Malulc IConimcnls

(b) A domestic insurer may use a Procedure established for use of a
nonresident reinsurance intermediary foreign reinsurance intermediary
broker who is not licensed under this broker.

chapter if the person is licensed in good
standing as a resident reinsurance
intermediary broker by an insurance
regulator accredited by the National
Association of Insurance Commissioners.
Upon written request, the director may
grant written permission for a domestic
insurer to use an alien reinsurance
intermediary broker not licensed by a 1
wi’houi a place of business in a
jurisdiction subject lo accreditation by the
National ~Association of Insurance
Commissioners if the alien reinsurance
intermediary broker is licensed in good
standing by its domiciliary insurance
requlator. " The domestic insurer and
unlicensed reinsurance intermediary
broker are subject to all other
requirements of this section.

EC) ~An insurer may not employ a person Arms Ien?t_h relationship required to
who is _emploged by a reinsuranceé avoid conflict of interest.
intermediary broker™ with which it
transacts  Dusiness, unless Ihc reinsurance
intermediary broker is under common
control with the insurer and subject to
AS 21.22.

(d) . In a form acceptable to the director, Annual statements required of a
a reinsurance intermediary broker shall reinsurance intermediary  broker.
annually provide and an ‘insurer shall

annually obtain a copy of certified

financial statements 0f each = reinsurance

intermediary broker with which the

insurer has done business, prepared by

the independent certified public

accountant.
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(e). If the director determines after a
hearing under AS 21.06.170 - 21.06.240
that a reinsurance intermediary —broker
caused losses arising out of a violation of
AS 21.27.670- 21.27.700 to — insurer or
reinsurer, the director may order the
reinsurance intermediary broker to make
restitution to the_insurer, reinsurer,
rehabilitator, or liquidate, of the insurer
or reinsurer for the net losses incurred
by the insurer or reinsurer.  Restitution
ordered under this subsection is in
addition to any other liability of the
reinsurance intermediary broker and
docs not affect the rights of a )
policyholder, claimant, creditor, or third

party.

(0. In addition to any other pe_nalt%/
Pr_owded_ by law, a perSon who violates
his section is subject to the penalties
provided under AS21.27.440 and an
Insurer's  certificate of authority may be
suspended or revoked.

Sec. 21.27.700. REINSURANCE
INTERMEDIARY BROKER RECORDS. In
addition to any o'her records requirements
under this title, a_reinsurance intermediary
broker shall maintain in organized form a
record of each transaction “including

(1) the type of c ntract, limits,
underwriting restrictions. classes or risks,
and territory;

) ~(2) _ the period of coverage,
mcludmg_ effective and expiration _ dates,
cancellation provisions, and required
notice of cancellation;

o (3)  the reﬁ)orting and settlement
requirements of balances;

_ (4) the rate used to compute the
reinsurance  premium;
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Allows director to protect assets of
insurer by ordering restitution by a
remsuranc_e__mtermedlar?/ broker “if its
illegal activities led lo foss by the
insurer

Penalty provision.

Establishes record keeping minimum
standards.

See comments on AS 21.27.700.
See comments on AS 21.27.700.

See comments on AS 21.27.700.

See comments on AS 21.27.700.



osed  Legislation [Existing  St' | [Comments

_ (5) the names and addresses of See comments on AS 21.27.700.
reinsurers;
(6) the rate of all reinsurance Sec comments on AS 21.27.700.

comr..:;.:ions, including the commissions on
retrocessions handled " by the reinsurance
intermediary  broker;

(9 the related correspondence and See comments on AS 21.27.700.
memoranda,;
(8) the proof of placement; See comments on AS 21.27.700.
(9) the details regzarding_ See comments on AS 21.27.700.
retrocessions handled by the reinsurance

intermediary  broker including the identit
of retrocessionaires and the percentage 0
each contract assumed or ceded;

_ (10)d Ithe financiatl records of See comments on AS 21.27.700.
premium and loss accounts;
(11) if the reinsurance See comments on AS 21.27.700.

intermediary broker procures a
reinsurance” contract on behalf of an
admitted ceding insurerl

_ (A) written evidence See comments on AS 21.27.700.
directly from an assuming reinsurer

that it" has agreed to assume the risk;

or

B) written evidence, if See comments on AS 21.27.700.

Placed tgrpugh a representative of
he assuming reinsurer other than
an employee, that the reinsurer had
delegated " binding authority to the
representative; and

(12)  additional information that is See comments on AS 21.27.700.
((jn_)storpary or that may be required by the
irector.

ARTICLE 5. REINSURANCE INTERMEDIARY
MANAGERS.
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2'ST'ii
ed  Legislation

Sec. 21.27.730.  REINSURANCE New NAIC Model. Establishes
INTERMEDIARY MANAGER QUALIFICATIONS, qualifications for the reinsurance
(0) In addilion to the general qualifications intermediary manager license

under AS 21.27.020, to qualify for issuance
or renewal of a reinsurance intermediary
manager 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 abilities 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 manager discretion to require bond and errors &
maintain ommissions liability insurance by a

reinsurance intermediary manager.

. (1) a bond with admitted insurers Sec comments on AS 21.27.730(h).
authorized " to transact surety insurance in
an amount acceptable to the director and
with a condition that the reinsurance
intermediary manager conduct business as
required under this title; and

_ (2) an errors and omissions See comments on AS 21.27.730(b).
insurance policy acceptable to the director.

Sec. 21.27.740. TRAINEE REINSURANCE Establishes trainee license for person
INTERMEDIARY MANAGERS, (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 munager, but who otherwise

meets the ‘requirements of AS 21.27.730,

may be employed by a licensed reinsurance

intermediary manager as a trainee _

reinsurance . intermediary manager, subject

to the provisions of this section.
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(b) Before an individual may transact See comments on AS 21.27.740(a).

insurance as a trainee reinsurance
intermediary manager, the reinsurance
intermediary manager employing Ihc
trainee reinsurance intermediary manugcr
shall submit to Ihc director the application
of the trainee teinsurance intermediary
manager, with the fee set under

AS 21.06.250, and receive the trainee
reinsurance intermediary manager license.

(c) Upon satisfying the experience Sec comments on AS 21.27.740(a).
requirement, a trainee reinsurance

intermediary manager shall apply within

30 days for a reinsurance intermediary

manager license.

(d) A trainee reinsurance intermediary Sec comments on AS 21.27.740(a).

manager shall at all times be working at the
direction and under the supervision of the
employing licensed reinsurance
intermediary manager, and the file and
record documentation must reflect the
direction and supervision. Insurance
activities must be in the name of the
employing reinsurance intermediary
manager, who is responsible for all
insurance actions of the trainee
reinsurance intermediary manager.

(e) A trainee reinsurance intermediary See comments on AS 21.27.740(a).
manager is restricted to assisting the
employing licensed reinsurance
intermediary manager 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 21.27.740(a).
manager may not transact business with

clients, insurers, or reinsurers unless a

reinsurance intermediary manager s

Bhy_smally present in the same place of

usiness as the trainee or ghy_smally_

accompanies the trainee if DuSiness "is

transacted away from the place of business.

pr(g\)/iceén @fdigfv” lo any other penalty See comments on AS 21.27.740(a).

_ (1) a trainee reinsurance Sec comments on AS 21.27.740(a).
intermediary man_a?er who the director

determines “has violated the provisions of

this s:ction shall have its license revoked; a

licensee or other person having possession

or custody of the license shall ‘immediately

surrender " the license to the director either

personally or by certified mail;

if the director determines See comments on AS 21.27.740(a).

2
under Ag %1.06_.170- 21.06.240 that lhe
employm(l;( reinsurance intermediary
manager knew of or should have kriown
that a trainee reinsurance intermediary
manager violated this section, the
employing reinsurance intermediary
manager and firm, principal, and manager,
if any, arc subject to the penalties provided
under AS 21.27.440.

Sec. 21.27.750. AUTHORITY OF Establishes the scope of authority for a
REINSURANCE INTERMEDIARY MANAGERS. reinsurance intermediary manager.
A reinsurance intermediary manager has

only the authority that is “consistent with

this title and that is conferred by the

reinsurer. A reinsurance intermediary

manager, resident or nonresident, qualified

and Ticensed under this chapter, may

exercise the powers conferred by this ftitle

upon insurance producers and " independent

adjusters only for the kinds or classes of

insurance and within the scope that

reinsurance intermediary is authorized by

the reinsurer appointing the reinsurance

intermediary  manager.
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eii  Legislation

See. 21.27.760. OPERATING REQUIREMENTS
FOR REINSURANCE INTERMEDIARY
MANAGERS, (a) A reinsurer may not
transact business with a reinsurance
intermediary  manager unless there is in
effect a written contract approved by the
reinsurer's board of directors between the
parties that establishes the responsibilities
of each party, indicates each parly's share
of responsibility for each particular
function, and specifics the division of
responsibilities.

(b) The contract required under (a) of
this™ section must include the following
provisions:

(1)  the reinsurer may terminate
the contract for cause upon Written notice
sent by certified mail to the reinsurance
intermédiary manager and may suspend the
underwriting authority of thé reinsurance
mterm_edlarY manager during a dispute
regarding the cause for termination;

(2)  the reinsurance intermediary
manager shall render accounts to the
reinsurer detalllngz_ all transactions
including information necessary to support
all commissions, charges, and other fees
received by or owing to the reinsurance
intermediary mana?er and remit all money
due under "the contract to the insurer at

least monthly;

(3) money collected for the accounl
of a reinsurer shall be held by the
reinsurance intermediary mariager in a
fiduciary account as described ~under
AS 21.21.360;

4) the reinsurance intermediary
manager shall comply with applicable.
fiduciary accounl statutes and regulations;
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Statute<8»

[Comments

From NAIC Model. = Establishes minimum
standards for opetations of a
reinsurance intermediary manager.
Written contract required and minimum
provisions established.

See comments on AS 21.27.760(a). .
Written contract required and ‘minimum
provisions established.

See comments on AS 21.27.760(h).
Establishes termination procedure.

See comments on AS 21.27.760(b).
Monthly —accounting required.

See comments on AS 21.27.760(b).

Fiduciary account required.

See comments on AS 21.27.760(b).
Fiduciary account required.



ed Legislation | Existing  Statutel IConincnts

(S)  the reinsurance intermediary See comments on AS 21.27.760(b).
manager shall maintain a separate bunk Fiduciary account required.
accounl for each reinsurer that it
represents;

(6{ a fiduciary account must be See comments on AS 21.27.760(h).
used for all payments on behalf of the Fiduciary accounl required.
reinsurer;

(7)  the reinsurance intermediary See comments on AS 21.27.760(h).
manager may retain not more than three Protects assets of reinsurer.

months estimated claims payments and
allocated loss adjustment expenses;

(8)  the reinsurance intermediar See comments on AS 21.27.760(b).
manager shall maintain _separate accounfs Separate records required for “each
and records for each reinsurer end reinsurer.

maintain the records in a form usable by
the reinsurer; the reinsurer or its
authorized representative shall have access
and the H?ht to audit and the rlgzht to copy
all accounts and records related o the
reinsurer's business; the director, in
addition to the other authority granted in
this title, shall have access to all” books,
bank accounts, and records of the
reinsurance intermediary manager in a
form usable to the director;

_ (9) the contract may not be Sec comments on AS 21.27.760(h).
assigned in whole or in part' by the Contract not assignable.
reinsurance intermediary manager;

. (10)  the reinsurer shall establish Sec comments on AS 21.27.760(b).
written underwriting and rating standards Reinsurer must provide underwriting
for the acceptance, rejection, or cession of guide.

all risks and the reinsurance intermediary
manager shall comply with the standards;

(11)  compensation _including rates, See comments on AS 21.27.760(b).
terms, purposes of commissions, charges, Reinsurer must provide underwriting
and other fees that the reinsurance guide.
intermediary manager may levy against (he
reinsurer;

_ (12) if the contract permits the See comments on AS 21.27.760(b). .
reinsurance intermediary manager to settle Reinsurer must provide claims quides.

claims on behalf of the reinsurer.
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oposcd

Legislation

~(A) written settlement
authority must be provided by the
reinsurér and may be terminated for
cause upon the nsurer's written
notice by certified mail to Ihc
reinsurance intermediary —manager
or upon the termination “of the
contract; the reinsurer may suspend
Ihc settlement. authority durln? a
dispute regarding the Ccause o
termination;

(B) claims shall be reported
to lhc reinsurer within 30 days;

(C) a copy of the claim file
shall be sent to the reinsurer upon
request or as soon as it becomes
known that the claim

(i) has lhe potential to
exceed an amount determined
by Ihe director or exceeds the
limit set by the insurer,
whichever s less;

(i) involves a
coverage dispute;

_ (i) may exceed the
reinsurance  intermediary
manager's claims settlement
authority;

. (iv) s open for more
than six  months;

(v) involves extra
contractual allegations; or

(vi) is closed by
payment in excess of an
amount set by the director or
an _amount set by the insurer,
whichever is less;

| ExIstlni;

Sta

IComments

See comments on AS 21.27.760(b).
Reinsurer must provide claims guides.

See comments on AS 21.27.760(b).
Reinsurer must provide claims guides.

Sec comments on AS 21.27.760(b).
Reinsurer must provide claims guides.

See comments on AS 21.27.760(b).
Reinsurer must provide claims guides.

See comments on AS 21.27.760(b). .
Reinsurer must provide claims guides.

See comments on AS 21.27.760(h). .
Reinsurer must provide claims ‘guides.

See comments on AS 21.27.760(b).
Reinsurer must provide claims guides.

See comments on AS 21.27.760(b).
Reinsurer must provide claims guides.

See comments on AS 21.27.760(b). .
Reinsurer must provide claims guides.



.r

Inrastd

J . >V.

Legislation | Existing

_ (D)  the reinsurance
intermediary manager shall compl
with unfair claims ™ settlement statutes
and regulations;

_(Is) transmission of
electronic data at least once a month
if electronic claims files are in
existence;

(1) claim files shall be the
properly “of both the reinsurer and
reinsurance intermediary  manager,
but upon an order of liquidation of
the reinsurer, the files shall become
the sole properly of the reinsurer or
the reinsurer's estate; the
reinsurance intermediary manager
shall have reasonable access to and
kI)hc_rlght to copy the files on a timely
asis;

(13). if the contract provides for

sharing of “interim profits by the
reinsurance intermediary manager,  the
interim profits may not "be paid "until

(A? one calendar year after
the end of each underwriting period
for property risks and five years
after the énd of each underwriting
period for casualty risks;

d(_B) a later period established
b?/ the director for specified kinds or
classes of insurance; and

~ (C) the profits have been
verified under (C)FZ) of this section;

(14)  the reinsurance intermediary

manager may not

1127192
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IComments

See comments on AS 21.27.760(b).
Reinsurer must provide claims guides.

See comments on AS 21.27.760(b).
Reinsurer must provide claims guides.

See comments on AS 21.27.760(b).
Reinsurer must provide claims guides.

Sec_comments on AS 21_.27.760(%)._
Profit sharing accounting guidelines
established.

See_comments on AS 21_.27.760(%)._
Profit = sharing accounting guidelines
established.

See_comments on AS 21.27.760(2)._
Profit ~sharing accounting guidelines
established.

See _comments on AS 21_.27.760(%)._
Profit sharing accounting guidelines
established.

See comments on AS 21.27.760(b).
Prohibited activities.



1127192

?A) cede rcitoccssions on
behalf of ‘The reinsurer, except that
the reinsurance intermediary
manager may cede facultative
retrocessions under obll?atorgl
agreements if the contract with the
reinsurer . contains _ reinsurance
underwriting guidelines including a
list of reinsurers with which
automatic agreements are in effect,
and, for each reinsurer, the coverage
and amounts a dpercentages_ that may
be reinsured, and commission
schedules,

~_ (B) . commit the reinsurer to
participate” in reinsurance
syndicates;

(C) appoint a subagent
unless the “scope of the subagent's
license as an_ insurance producer
includes the kinds and classes of
insurance for which the subagent is
appointed;

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

ecember 31 of the last completed
calendar year;
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Sec comments on AS 21.27.760(b).
Prohibited activities.
Protects assets of reinsurer.

See comments on_ AS 21.27.760(b).
Prohibited activities.
Protects assets of reinsurer.

See comments on_ AS 21.27.760(b).
Prohibited activities. ,

The reinsurance intermediary manager
must assure that subagents arc
adequately licensed.

See comments on. AS 21.27.760(b).
Prohibited activities.
Protects assets of reinsurer.



(K) . collect payment from a
retrocessionaire or commit the
reinsurer to a claim settlement with a
retrocessionaire without prior
written approval of the reinsurer,
but if prior written approval is
?lven, a complete report shall be
orwarded to the reinsurer within 30
days;

o SF jointly employ an
individual ‘who is ‘employed with Ihe
reinsurer; or

. (G) delegate reinsurance
intermediary manager authority to
another person;

, (IS) if the insurer is domiciled in
this state or the reinsurance intermediary
manager has a place of business in this
state, a copy of Ihe contract must be filed
with and approved by the director at least
30 days before the “reinsurance .
intermediary manager transacts business
on behalf of the reinsurer; and

(16) if the contract is not required
to be approved in advance by the director,
the insurer shall provide written
notification to the director within 30 days of
the entry into or termination of a contract
with a reinsurance intermediary manager;
the notice must include a statement of duties
lo be performed by the reinsurance
intermediary manager on behalf of the
reinsurer, the kinds and classes of
insurance for which the reinsurance
mtermedlarY manager has authorization _to
gct, %nd other information required by ihc
irector.
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See comments on. AS 21.27.760(b).
Prohibited activities.
Protects assets of reinsurer.

See comments on AS 21.27.760(b).
Prohibited activities. _
Arms Ienqt_h relationship required to
avoid conilict of interest,

Sec comments on AS 21.27.760(h).
Prohibited activities. .
Arms Ieng?t_h relationship required to
avoid conilict of interest.

See comments on AS 21.27.760(h).
Director approval of domestic reinsurer
or reinsurance intermediary manager
contracts required.

See comments on AS 21.27.760(b).
Notice required to director if contract
cancelled.



(cz Binding authority for all retrocession
contracts or ~participafion in reinsurance

sKndlcates may only rest with an officer of
the reinsurer who 1s not affiliated with a

reinsurance intermediary manager.

(d) In a form acceptable lo the director, a
reinsurance intermediary manager shall
annually provide and a reinsurer shall
annually obtain a copy of certified
financial statements 0f each reinsurance
intermediary manager that the reinsurer
has used, prepared by an independent
certified public accountant.

(c) The reinsurer shall

(1) at least semiannually conduct
an _on-site’ review of the underwriting and
claims processing operations of each
reinsurance intermediary manager;

~(2) in addition lo any other
required loss reserve certification,
annually obtain the opinion of an
independent qualified " actuary attest[nﬂ to
the ‘adequacy of loss reserves established
for losses incurred and outstanding on
business produced by the reinsurance
intermediary manager if a reinsurance
intermediary manager establishes loss
reserves; the reinsurer retains an
independent responsibility to determine the
adequacy of its loss reserves, including
those established by its reinsurance
intermediary manager; and

~(3) provide written notification to
the director by certified mail within 30 days
of the termination of a contract with a
reinsurance intermediary manager.

(0 The reinsurance intermediary
manager shall disclose to the reinsurer a
relationship with an _insurer before ceding
or assuming risks with the insurer under
(he contract.
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Requires lop management oversight
concerning binding ~ authority of
reinsurance intermediary manager.

Annual reports of reinsurance
intermediary manager required.

Assures insurer oversight of
reinsurance intermediary manager
required.

Assures adequate reserves.  Independent
valuation of  reserves.

Notice required to director if contract
cancelled.

Requires reinsurance intermediary
manager disclosure of .relatlonshlP with
reinsurer to avoid conflicts of interest.



posed  Legislation

(9) A reinsurer may not appoint to its
board of directors an officer, director,
employee, subagent, insurance producer, or
controlling shareholder of its 'Treinsurance
intermediary  manager.

(h)  Within the scope of the actual or
apparent authority, the acts of the
reinsurance intermediary manager arc
considered the acts of the reinsurer upon
whose behalf it is acting.

(i) A reinsurance intermediary manager
may be examined by the director as if it
where the insurer.

j). If the director determines after a
hearing under AS 21.06.170 - 2..06.240 that
a reinsurance intermediary manager
caused losses ansmg out of a violation of
AS 21.27.730 - 21.27.770 to an insurer or
reinsurer, the director may order the
reinsurance intermediary ‘manager to make
restitution to the insurer, reinsurer,
rehabilitator, or liquidator of the insurer or
reinsurer for the net losses incurred by the
insurer or reinsurer.Restitution orderéd
under this_subsection is in addition to any
other liability of the reinsurance
intermediary “manager and does not affect
the rights "of a policyholder, claimant,
creditor, or third parly.

(k) In addition to any other penalty
provided by law, a person who Vviolates this
section is sub%ect to the penalties provided
under AS 21.27.440 and an insurer'r or
reinsurer's certificate of authority may he
suspended or revoked.

Sec. 21.27.770. REINSURANCE
INTERMEDIARY MANAGER RECORDS. In
addition to any other records requirements
under this chapter, a reinsurance
intermediary manager shall maintain in
organized form a complete record of each
transaction including
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| Existing

Stu

IComments #

Arms Iengit,h relationship required to
avoid contlict of interest.

Declares relationship of reinsurance
intermediary manager with reinsurer.

Examination procedure.

Allows director to protect assets of

insurer by ordering restitution by a
reinsurance intermediary manager if its
illegal activities led to "loss by reinsurer.

References penally section of AS 21.27
and the certificate of authority of the
insurer.

Establishes record keeping minimum
standards.



(L) (he type of contract, limits, See comments on AS 21.27.770.
underwriting restrictions, classes or risks,
and territory;

_ ~(2) the period of coverage, See comments on AS 21.27.770.
mcludln% effective and expiration  dales,

cancellation provisions, and required
notice of cancellation;
(3) disposition of outstanding See comments on AS 21.27.770.
reserves on covered risks;
_(4) the reporting and settlement Sec comments on AS 21.27.770.
requirements of balances;
_ (5) the rate used to compute the See comments on AS 21,27.770.
reinsurance premium;
. (6) the names and addresses of See comments on AS 21.27.770.
reinsurers;
(7) the rate of all reinsurance See comments on AS 21.27.770.

commissions, including the commissions on
retrocessions handled ™ by the reinsurance
intermediary broker and reinsurance
intermediary  manager;

(%) related correspondence and See comments on AS 21.27.770.
memoranda;
(9) proof of placement; See comments on AS 21.27.770.

(10)  details regarding retrocessions See comments on AS 21.27 770.
handled by the reinsurance ‘Iintermediary
broker and reinsurance intermediary
manager _including the identity of
retrocessionaires and the perCentage of
each contract assumed or ceded;

(11)  financial records of premium Sec comments on AS 21.27.770.
and loss accounts; and
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. (12) if (he reinsurance
intermediary broker procures a

reinsurance " contract on behalf of an
admitted ceding insurer or when the
reinsurance intermediary manager places a
reinsurance contract on” behalf of a ceding
insurer, written evidence

~ (A)  directly from an
assuming reinsurer ‘that it has
agreed o assume the risk; or

(BL_ that the reinsurer had
delegated _mdmg authority to the
representative, if placed through a
representative of the assuming
reinsurer other than an employee of
the assuming reinsurer.

ARTICLE 6. SURPLUS LINES BROKER.

Sec. 21.27.790. SURPLUS LINES BROKER
QUALIFICATIONS. In addition to the general
qualifications under AS 21.27.020, to qualify
for issuance or for renewal of a surplus
lines broker license, an applicant or
licensee shall

_ (1) have a minimum two years
active working experience within “the
previous five calendar years as an
Insurance producer, managing general
agent, reinsurance intermediary  broker,
reinsurance intermediary manager,
independent adjuster, or underwriter or
claims adjuster "employee of an insurer and,
in Ihc director's opinion, exhibit the ability
to com\qetently perform the responsibilities
of the license™ applied for;
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AS 21.34.140. LICENSING OF SURPLUS
LINES BROKERS, (a) An agent or broker
licensed by the stale ‘may not procure a
contract or policy of surplus Ilines
insurance with a nonadmitted insurer
unless Ihe aPent or broker possesses a
current surplus lines broker license issued
by ihe director.

AS 21.34.140(b) The director shall issue a
surplus lines broker license to a qualified
holder of a current property and casually
broket's license or general " agents license
HUI only when the broker or general agent
as

_Ll) remitted the annual fee
established under AS 21.06.250;

~(2) submitted a completed license
application on a form prescribed by the
director, and the application has been
approved by the director; o

passed a qualifying examination

approved by the director;

See comments on AS 21.27.770.

See comments on AS 21.27.770.

See comments on AS 21.27.770.

Relocated to AS 21.27. Editorial changes.

Relocated to AS 21.27. Editorial changes.
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. (2) have and maintain while
licensed, a bond in the sum of not less than
$200,000 ag%ﬁregate liability and with Ihe
conditions that the surplus lines broker
conduct business under the provisions of
this title, promptly remit the taxes and fees
provided Dby law, return premiums promptly
when due, ‘and pay proper losses promptly;

~(3) if the director requires,
maintain an errors and omissions
insurance policy acceptable to the director.

Sec. 21.27.800. TRAINEE SURPLUS LINES
BROKER, (a) An individual licensed in this
slate as an insurance producer who does not
have the experience required of a surplus
lines broker, but who otherwise meets the
requirements of this section, may he
employed by a licensed surplus “lines broker
as a trainee surplus lines broker subject to
the provisions of this section.

_(b) Before an individual may transact
insurance as a trainee surplus’ lines broker,
the licensed surplus lines ~broker
employing the trainee surplus lines broker
shall 'submit to the director the application
of the trainee surplus lines broker, with the
fee set under AS 21.06.250, and receive the
trainee surplus lines broker license.

(c). Upon satisfying the experience
requirement, a trainee surplus lines broker
shall appli within 30 days for a surplus
lines broker license.
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~AS 21.34.140(b)(4) filed with the
director, and maintains during the term of
license, an in-force, unimpaired bond in
favor of insureds under this chagter and
the state, in the penal sum of $200,000,
aggregate liability, with corporate sureties
approved by (he director; the bond shall be
conditioned” in that lhe surplus lines broker
will conduct business in accordance with
the provisions of this chapter, will
promptly remit (he taxes provided hy law,
will ‘return premiums promptly when due
and will Bay proper losses promptly; a bond
may not be” terminated unless at léast 60
days prior written notice is given to the
suiplus lines broker and the" director.

1Comments

Relocated to AS 21.27. Editorial changes.

New. For public protection, director has
authority to require errors and
ommissions liability insurance.

Establishes trainee license for person
who has not passed required
examinations.

Allows licensed insurance producer to
assist a licensed surplus lines broker.

See comments on AS 21.27.800(a).

See comments on AS 21.27.8011(a).
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(d) A trainee licensed under this section See comments on AS 21.27.800(a).
shall at all times be working at (he direction

and under the supervision of the empIQYmg
licensed surplus lines broker, and the file
and record documentation shall reflect the
direction and supervision.  Insurance
activities must be in the name of the
employing licensed surplus lines broker,
who is responsible for all actions of the
trainee surplus lines broker.

~(e) A trainee licensed under this section See comments on AS 21.27.800(a).
s restricted to assisting the employing
licensed surplus lines "broker in preparing
applications;  binders; certificates of
insurance; schedules of equipment,
vehicles, and drivers; loss notices lo
insurers; and invoices; and lo perform
clerical functions tor which a license is not
required. The file and record _
documentation must reflect compliance
with this subsection.

(0 A trainee licensed under this section Sec comments on AS 21.27.800(a).
may not transact business with clients or

insurers unless a licensed surplus lines

broker is physically present in the same

place of business as the trainee or

Bhy,smally, accompanies the trainee if

usiness “is transacted away from the place

of business.
g_d (Ijn tg;lddiltion to any other penalty Sec comments on AS 21.27.800(a).
provided by law,
(1}  the director shall revoke the Sec comments on AS 21.27.800(a).

license of a trainee surplus lines broker
who ihe director determings has violated
the provisions of this section; a licensee or
other person havm? possession or custody
of the license shall ‘immediately surrender
the license to the director either personally
or by certified mail;
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gZ) if the director determines
under AS 21.06.170 - 21.06.240 that ihc
employing surplus lines broker knew of or
should have known that a trainee licensed
under this section violated this section, the
employing surplus lines broker and firm,
Frlnmpal, and manager, if any, arc subject
o the penalties provided under

AS 21.27.440.

Sec. 21.27.810. SURPLUS LINES BROKER
RECORDS. In addition to any other records
requirements under this chapter, a surplus
lines broker shall maintain ‘in organized
form a complete record including

(1) the amount of insurance and
perils insured;
(2) a complete description of
property “insured and the location of the

property;

(3) gross premium charged;

(4) a return premium paid;

(5) the rate of Premium charged
upon the several items of property;

(6) the effective date of the
contract and the terms of the contract;

, (7) the name and address of the
insured;

, (8) the name and address of the
insurer;

(9) the amount of lax and other
sums to be collected from the insured:

(510) the allocation of taxes hy slate
under AS 21.34.180:
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ExlitIm:

Statu

AS 21.34.160. RECORDS OI- SURPLUS LINES
BROKER. (a11 Each surplus lines broker
shall kee? in the office a full and true
record of each surplus lines insurance
contra-:! placed by ‘or through the surplus
lines broker, including a CODK of the policy,
certificate, cover note, or other evidence of
insurance sho_wm? the following items as
may be applicable;

, él) amount of insurance and perils
insured;

, (2) brief description of property
insured and its location;

(3) gross premium charged;
4

)
S) rate of premium charged upon
eral items of properly;

(4) any return premium paid;
(
the sev

(6) eilecuvc date of the contract, and
the terms of the contract;

(7) name and address of the insured;
(8) name and address of the insurer;

(9) amount of tax and other sums to
be collected from the insured;

IComments

See

Relocated to AS 21.27

No

Editorial changes.

No
No
No

No

No

No

No

New

comments on AS 21.27.800(a).

change.

change.
change.

change.
change.
change.
change.

change.
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. (11) evidence of insurance issued
in compliance with AS 21.34.100;

(12) the identity and license
number of the producing broker;

(13) any confirming
correspondence from the insurer or the
representative of the insurer; and

(14)  the application.

Sec. 21.27.820. DENIAL. NONRENEWAL.
SUSPENSION. OR REVOCATION OE SURPLUS
LINES BROKER LICENSE. In addition to
action available under this title, the
director may deny issuance of or not renew
a license, or may susPend or revoke a
license of a surplus lines broker issued
under this chapter for any of the following
causes:

. (1) removal of the resident surplus
lines broker's office from this state;

_ (2) removal of the resident surplus
lines broker's accounts and records from
this slate durln% the period within which
the accounts and records are required lo be
maintained under this chapter;

{,3) removal of the nonresident
surplus lines broker's accounts and records
required to be maintained under this
chapter from the location described in the
license without prior approval of the
director;

(4)f closing of the surplus lines

broker's office for a period of more than 45
calendar days, unless permission is granted
by the director;

(5) failure to make a required
report;

Page 17 1

| Existing

vStututc m

_ (10) uny evidence of insurance issued
in compliance ‘with AS 21.34.160;

(11) identity of the producing broker;

(12) uny confirming correspondence
from the ‘insurer or its representative; and

(13) the application.

AS 21.34.210. SUSPENSION. REVOCATION OR
NON-RENEWAL OE SURPLUS LINES BROKER
LICENSE. The director may susPend, revoke,
or refuse to renew lIhe license of a surplus
lines broker after notice and hearing as
provided in AS 21.06.180 - 21.06.230 upon
one or more of the following grounds;

. (1L removal of lhc resident surplus
lines broker's office from this state:

. (2) removal of the resident surplus
lines broker's accounts and records from
the location described in the license
application without approval of the director
EhlatMalrgOreqmred to be maintained under AS

(3) removal of the nonresident
surplus lines brokers accounts and records
from the location described in the license
application without approval of the director
Eqatmalrgorequwed to be maintained under AS

(4) closing of the surplus lines
broker's office for a period of more than 30
business days, unless permission is granted
by the director;

(5) failure to make the required
reports;

IComnicnls
Editorial changes.
Editorial changes.

Hdilorial changes.

No change.

Editorial changes.

No change.

Editorial changes

Editorial changes

Editorial changes. 30 days changed to 4:
days.

No change.
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(6) failure lo transmit u required.
tax or fee on a surplus line premium to this
slate or a reciprocal state lo whicli a tax is
owing;

(7) failure to maintain a required
bond.
ARTICLE 7. INDEPENDENT ADJUSTERS.

Sec.21.27.830. INDEPENDENT ADJUSTER
QUALIFICATIONS. In addition to the general

qualifications under AS 21.27.020, to qualify

for issuance or renewal of an independent
aﬂjulslter license, an applicant or licensee
sha

~ (1) have at least six months active
workmq experience within the previous
two calendar years as either an
independent adjuster trainee, an insurance
producer, a managing general agent, a
reinsurance intermediary broker, a
reinsurance intermediary manager, a
surplus lines broker, an independent
adjuster, or an underwriter or claims
adjuster employee of an_insurer, and, in the
director's opinion, exhibit the ability to
competently perform the responsibilities of
an independent adjuster; or _
. 2) have "been previously licensed
in good standing in this state as an
independent adjuster within the previous
four calendar years and not have had a
license suspended or revoked.

Scc.21.27.840. TRAINEE INDEPENDENT
ADJUSTERS, (ag An individual resident who
docs not have the experience with
reference to the handling of loss claims hut
who otherwise meets the requirements of
AS 21.27.830, may be employed by a licensed
independent adjuster as a trainee
independent adgu,ster, subject to the
provisions of this section.
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(6) failure to transmit required lax or
fee on surplus lines premiums;

(7) failure lo muinlain required hond;

AS 21.27.090 QUALIFICATIONS FOR
LICENSING, (a) To qualify for an agent,
Peneral agent, broker, ‘solicitor, or adjuster
icense, an applicant shall comply with this
title and S

_(11) if Ihc 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.

~AS 21.27.310 TRAINEE ADJUSTERS, (a) An
individual who has not passed the
examination required by AS 21.27.090(a)(3)
does not have the experience or special
education with reference lo the handling of
loss cla<ms required under AS
21.27.09Q(a)(1ﬂ, but who otherwise meets
the requirements of AS 21.27.090 may be
employed and licensed as a trainee adjuster,
subject to the provisions of this section.

Editorial changes

No change

Establishes and clarifies qualifications
for independent adjuster license.

Relocated
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(b) Before Ihc individual may handle loss
claims, the licensed independent adjuster
em‘Jonmg _the trainee independent adjuster
shall submit to the director the application
of the trainee mdegendent adjuster, with
the fee set under AS 21.06.250, and receive
the trainee independent adjuster license.

(c) The director shall revoke a trainee
independent adjuster license unless the
individual has complied with the following
independent adjuster licensing
requirements as  follows:

(1) not later than four months
after the effective date of the trainee
adjuster license, complies with the
independent adjuster licensing .
requirements of AS 21.27.060 ~ concerning
trt1et insurance laws and regulations of this
state; ,

(2) ~not later than eight months
after the effective date of the trainee
adjuster license, complies with the
independent adjuster licensing .
requirem' ; of AS 21.27.060 " concerning
the knowledge and competence of the
licensee concerning handling of loss claims
and the licensee’s “duties and
responsibilities as a licensee; or

_ 3(} within 24 months after the
effective date of the trainee adjuster
license, comply with all other “independent
adjuster licensing requirements.

Jd A person whose trainee |ndePendent
adjuster license was revoked for failure to
meet a requirement of (c) of this section
may submit a new ap,qllcanon for a trainee
independent adjuster license after Ihe
person has successfully passed both tests
required under (c) of "this section.

(c] of this section, @ trainee independent
adjuster shall adpply within 30 days for an
independent aaqjuster license.

§e) Upon satisfying the requirements of

Pane 173

| Kxistini»

Statute

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

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

(c) A trainee adjuster shall comply with
the adjuster licensing requirements of AS
21.27.090(a)‘3) and (gll) within 12, months
after the effective date of Ihe trainee
adjuster license.

[Comments

Relocated

Similar provision.
more efficiently.

Burs perpetual trainee status.

Bars perpetual trainee status.

phases requirements



Ipjljfcd Lesislation I Kxistlnu Slalulcrn | Coin men Is

{0 A trainee independent adjuster shall al (d) A trainee adjuster shall at all limes be Clarifies supervision required.
all’ times be working "at the direction and under the supervision of a licensed adjuster,

under the supervision of the empIO%mg_ and all adjusting transactions shall be in

licensed independent adjuster, and the “file the name of the licensed adjuster, who is

and record documentation shall reflect Ihc responsible for the actions of the trainee

direction and supervision.  The empIoYJng adjuster.

licensed independent adjuster and its firm,

manager, and principal, if any, arc
responsible for all Insurance actions of the
trainee independent adjuster.

((‘1)' A trainee _mde[J,ende,nt adjuster is (e) . A trainee adjuster is restricted to Su stantially similar.
restricted to participation in a factual Eartlc;patmn Jin factual investigation and

investigation and a tentative closing of a entative closing of losses subject lo review

loss subject to review and final and final determination by the licensed

determination by the employing licensed adjuster.
independent adjuster, and file and record

documentation “shall reflect compliance

with this subsection.

(h) A trainee independent adjuster may Clarifies supervision required.
not participate in a factual investigation

and a tentative closing of a loss. unless a

licensed independent™ adjuster is physically

[[Jre,sent in the same place of business as the

rainee or physically accompanies the

trainee if an |nvest|?at|on and a tentative

closing of a loss is fransacted away from the

place “of business.

(i) In addition to any other penalty Penalty provision.
provided by law,

(1), a trainee i,ndependent,ad'luster Penalty provision.
who the director determines has violated

the provisions of this section shall have its
license terminated; a licensee or other
\qerson having possession or custody of the
icense shall “within 30 days surrender ttte
license to the director either personally or
by certified mail;

127192 xS Paee | *o
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éZ% if the director determines
under AS 21.06.170 - 21.06.240 that the
employing licensed independent adjuster
knew ‘of or should have known that a
trainee independent adjuster violated this
section, lhc employing licensed
independent adHuster and firm, Pnnmpal
and manager, if any, are subject to the
penalties provided “under AS 21.27.440(a).

Sec. 21.27.850. INSURANCE PRODUCIIR,
MANAGING GENERAL AGENT, REINSURANCE
INTERMEDIARY BROKER, REINSURANCE
INTERMEDIARY MANAGER, SURPLUS LINES
BROKER AS INDEPENDENT ADJUSTER.
Without being required by this chapter to
be licensed also as an independent ad(Juster

(1) a licensed insurance producer
and a licensed managing general agent,
incidental to acting as an insurance
producer, may act as an adjuster and
Investigate, adjust, and report upon claims
on behalf of and as authorized by an
admitted insurer that has appointed the
insurance producer or the managing
eneral a(I;ent as its agent under

§21.27.100;

(52) a surplus lings broker may act
as an adjuster and investigate, adjust, “and
report upon claims on behalf of and as

authorized by a nonadmitted insurer; and

(3) a reinsurance intermediary
broker or a reinsurance intermediary
manager may act as an adjuster and ~
investigate, adjust, and report upon claims
on behalf of and as authorized by an
insurer or reinsurer under the “contract
required by this chapter.

Pane 175

AS 21.27.320 AGENT OR GENERAL AGENT AS
ADJUSTER; NONRESIDENT ADJUSTERS, (a) On
behalf of and as authorized by an insurer
for which the agent or general agent is
appointed, an agent or 8enera| agent may
occasionally act as an adjuster and
investigate” and reBort_upon claims without
being Tequired to be licensed as an adjuster.

Penalty provision,

Editorial change and relocation

New. Allows a surplus lines broker to
adjust claims incidental lo activities as a
surplus lines broker.

New. Allows a reinsurance intermediary
broker or a reinsurance intermediary
mana_gier lo adjust claims incidental lo
activities as a reinsurance, intermediary
broker or a reinsurance intermediary
manager.
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See. 21.27.860. UNLICENSED NONRESIDENT
ADJUSTERS, (a) A nonresident independent
adjuster not licensed by this state who is
licensed by and in good standing with its
resident state may act as an adjuster and
adjust a single loss in this stale during a
calendar year, or may act as an adjuster and
adjust losses arising out of a catastrophe as
declared by the director, if, within 10 days
after the Start of an investigation or
adjustment under this section, Ihe
nonresident mdePendent adjuster has
advised the director in writing of the
ad*ustmen.t and provided the “following
information: o ,

1) the individual and firm name;

2)  the business mailing address;

3)  the business physical address
and phone number; _

4) the licensing slate of residence;

’ 5) the resident license number;
an

@ other facts that the director
may require,

(b) A nonresident independent adjuster
may be sued upon a cause of action arising
in this state arising from an adjustment
under this section “under the procedure
provided in AS 21.33.

Sec. 21.27.870. INDEPENDENT ADJUSTER
RECORDS. In addition to any other records
reguwements under this chapter, an
independent adjuster shall maintain i
organized form "a complete record of each
investigation or adjustment undertaken or
consummated, and a statement of the fee,
commission, or other compensation
received or to be received Dby the adjuster
on account of the investigation or
adjustment.

ARTICLE 8. DEFINITIONS.
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(b) A license by this slate may not be
requited of a nonresident independent
adjuster, for the adjustment in this state of a
single loss, or of losses arising out of a
catastrophe common lo all such losses.

AS 21.27.350. RECORDS OE AGENTS,
BROKERS, ADJUSTERS

(a) An aPent, 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
. (2) if an adjuster, a record of each
investigation or adjustment undertaken or
consummated, and a statement of the fee,
commission, or other comBensatlon,
received or to be received by the adjuster on
account of the investigation™ or adjustment;

IComments

Relocated. _Re(%uires registration with
director.  Director determines when a
catastrophe, which relaxes unlicensed
activity  exception, exists.

Derived from AS 21.27
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See. 21.27.900. DEFINITIONS. In this
chapter,

~ (1), affiliate” or "affiliated" has the
meaning given in AS 21.22.200;

. (2) "cession" means a unit of
insurance passed to a reinsurer by a
{mmary Ainsurer that issued the policy to
he original insured that may transfer part
or all of a single risk, defined in the policy,
or a defined group of business as agreed to
in a contract” of reinsurance;

(3?, "comparable interest" means
the same lines or kinds of insurance, the
same classes of risks, similar policy limits,
and quality of business;

(4) = "control," "controlling," and
"controlled” by" have the meaning given in
AS 21.22.200;

~(S)  "controlled insurer" means an
admitted insurer that is controlled, directly
or indirectly, by an insurance producer;

(6)  "controlling insurance
Produce_r means _an_insurance producer
that, directly or indirectly, controls an
insurer;

(7)  "fiduciary accounl" means an
account in which the” licensee holds money
as a trustee for the person entitled to the
money;

(8)  "firm" means an organization
of two or more licensees acting in
association with each other, either in a
partnership, corporation, or otherwise, or
an organization in which a single licensee
has less than SO percent ownership interest
in the organization;
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(9) "independent qualified actuary"
means an actuary who is a member of the
American AcademK of Actuaries and who is
not affiliated with, an employee, principal,
the direct owner or indirect owner of, or in
any way controlled by the insurer,
managing general agent, reinsurance
intermediary broker, “or reinsurance
inicrmediary  manager;

(10) "individual" means a natural

person required to be licensed under

AS 21.27.010 who is not acting in

association with two or more licensees,

either _in partnership, _corporation, or

otherwise, or an organization in which a

single licensee has SO percent or. more

ownership interest in the organization;

(11) individual in Ihe firm" means
a natural person required to be licensed
under AS 21.27.010 who is employed by a

firm:

(12) C'insurance _holding company
system” has the meaning given in
AS 21.22.200;

?13) "interim profits" means the
excess of income over expenses and claim
reserves determined before the expiration

of all claim liabilities and contract

obligations of the insurer to the insured;

(1) ~ “manager" means the
individual in the firm who is designated by
the firm to be responsible for the firm's.
operations and the firm's compliance with
insurance laws and regulations at the place
of business in which the manager
principally  works;

_(15) "physical presence or
physically “present" means
contemporaneously available in the
licensee's place of business!;
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_(16)  'principal’ means Ihe sole
proprietor, partner, or officer of a firm
who is licensed as an individual in the firm
and who is designated by the firm to be
responsible for the firm's operations and
lhe firm's compliance with ‘insurance laws
and regulations;

_ (17)  "reinsurance” means an
insurance ftransaction by which the
assuming insurer agrees to indemnify the
ceding iInsurer in whole or in part against
liability or losses that the ceding insurer
might “incur under a separate contract of
insurance with its insured;

(18)  "resident" means

oo SA), for an individual or an
individual n_lhe firm, a_ natural
person who is domiciled in this state,
whose principal place of business is
in this ‘state, who has a ﬁresent intent
to remain in this state while licensed,
and who manifests that intent by
establishing an ongoing physical
presence in this state;

(B) for a firm, a person,
whose place of business is in this
state;

(19). "retrocession” means u
transaction 'in which a reinsurer cedes to
another reinsurer all or part, of the risk
that the reinsurer has previously assumed:

~ (20)  "subagent" means an agent
reporting’ to a managing general agent or
reinsurance intermediary manager “and not
directly to an insurer;

, ,(21& "subsidiary" has the meaning
given in- AS 21.22.200;

(22)  "underwrite" means the

authority to accept or rejcclrisk on behalf of the
insuref
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* See. 94. AS 21.27.620(a)(4)(L) is repealed
and reenacted to read:

(L) if the insurer is This_section replaces proposed AS
domiciled in this stale or the 21.27.620(a)g4)(L) in Sec. 93 above as of
managing general a?ent has a place January 1, 1994, The difference in
of business™in this stale, a copy of the effective dates reflects reciprocity with
contract must be filed with and other NAIC accredited states. See
approved by Ihc director at least 30 comments in Sec. 2. Sec Sec 223.
days before the managing general Language "resident, located or lo be
agent transacts business on Dbehalf of performed in this state" added for
the insurer; if the insurer is not consistency with the scope of the Title.

domiciled in this state or the
managing general agent transacts
business relative to a subject
resident, located, or to be performed
in this state from a place of business
not physically located in this slate, a
copy of lhe” contract re%uwed in this
secfion must be Hied with and
approved by the director at least 30
days before the managing general
agent transacts business on Dbehalf of
the insurer in this state or relative to
a subject resident, located, or to he
performed in this state if the insurer
or the managing general agent arc
domiciled in a state not accredited by
the National Association of Insurance
Commissioners; and
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« Sec. 95 AS 21.27.760(b)(15) is repealed and
reenacted to read:

. (15) if the insurer is domiciled in
this state or the reinsurance intermediary
manager 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 “reinsurance _
intermediary - manager transacts business
on behalf of the reinsurer, if the reinsurer
is_not domiciled in this state or the
reinsurance intermediary manager
transacts business relativé to a subject
resident, located, or to be performed in this
state from a place of business not physically
located in this stale, a copy of the contract
required in this section must be filed with
and approved by the directoi at least 30 days
before " the reinsurance mtermedlar?/
manager transacts business on hehalf of
the insurer in this state or relative to a
subject resident, located, or to be performed
in_this state if the insurer or the
reinsurance intermediary manager are
domiciled in a state not accredited by the
National Association of Insurance
Commissioners; and

AS 21.33.011
Sec. 21.33.011,

* Sec. 96. AS21.33.011 is amended to read:
Sec. 21.33.011. PURPOSE. The legislature

ICo Emi'nls

This section replaces proposed

AS 21.27.7605b)(15) in Sec. 93 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.
Language "resident, located or to he
performed in this state" added for
consistency with.thc scope of the Title.

PURPOSE. The legislature No change.

declares that insurance transactions with
nonadmittcd insurers arc so affected with a
Pubhp interest as to require rePuIatlon,
axation, supervision, and control of the
transactions and matters relating lo.
nonadmilted insurance as provided in this
chapter in order to

_ (1) Fr_otect the insureds and
claimants of this state in transactions
involving the purchase of insurance from
nonadmitled insurers;
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declares that insurance transactions with
nonadmittcd insurers are so affected with a
Publlp interest as to require re?ulatlon,
axation, supervision, and control of the
transactions and matters relating to
nonadmittcd insurance as provided in this
chapter in order to

_ (1) Fr_otect lhe insureds and No change.
claimants of this stale in transactions
involving the purchase ot insurance from
nonadmittcd insurers;
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. EZ avoid the obstacle of resorting _(2) avoid the obstacle of resorting No chungc.
to distant forums for the purpose of lo distant forums for the purpose of
asserting legal rights under ‘policies issued asserting legal rights under ‘policies issued
by nonudmiitcd Insurers; by nonadmitted Insurers;
~(3) provide a method of substituted ~(3) provide a method of substituted No change.
service of process upon nonadmitted service of process upon nonadmitted
insurers for proceedings before the insurers for proceedings hbefore the
director and in the courts in this state; director and in Ihc courts in this stale;
~(4) provide for the public the (42 _provide for the public, to the Editorial changes. Clarifies ability to
ability ~ to sclf-Droeurc insurance extent that insurance is not procurable sclf-procure “insurance.
directlv  from nonadmittcd insurers L from admitted insurers, or from eligible
TO THE EXTENT THAT INSURANCE IS NOT surplus lines insurers  through —surplus
PROCURABLE FROM ADMITTED INSURERS, OR lines  brokers;
FROM ELIGIBLE SURPLUS LINES INSURERS
THROUGH SURPLUS LINES BROKERS!:
(5) protect the revenue of the slate; (5) protect the revenue of the state; No change.
, (6) protect regiulated, admitted , (6) protect re?ulated, admitted No change.
insurers from  unregulated and unfair insurers from unregulated and unfair
competition by nonadmitted insurers; competition by nonadmitted insurers;
(7) regulate and supervise the (7)  regulate and supervise the Editorial changes.
effectuation of " nonadmitted ~ insurance effectuation of nonadmittcd Insurance in
under [IN ACCORDANCE WITHE) the laws of accordance with the laws of this_slate and
this state and 15 U.S.C, 1011 IP.L. 79-15 P.L. 79-15 (1945) SChapter 20. 1ST Sess.,
g1945 (30HAPTER 20, 1ST SESS., S.340). 59 5.340). 59 STAT. 33; and
TAT. 33); and
(8)  maintain reliable insurance (8)  maintain reliable insurance No change.
markets. markets.
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« Sec. 97. AS21.33.021(a) is amended lo read:

(a) The transaction of insurance by an
unauthorized person or nunudmiiicd
insurer is equivalent to and constitutes an
irrevocable appointment by that person or
insurer, binding upon the” person " nr
insurer, the executor, administrator, or
personal representative of the person or
Insurer, or its successor in interest if a
corporation, of the director and the
successors of the director in office to be the
lawful attorney of that person or insurer
upon whom may he served all legal process
in any action, Suit, or proceeding in any
court “arising out of a transaction of
insurance in_this slate or relative to u
subicct resident, located. or_ to_be
nerformed in this state bv that nerson
or_nonadmitted insurer, except in an action,
suit, oerroceedmg by the director or by the
stale. ~ The transaction of insurance by ‘an
unauthorized person or nonadmittcd
insurer is acceptance be/ (SIGNIFICATION
OF THE AGREEMENT OF] that person or
insurer  that Ie?al process so served has |IS
OF] the same legal force and validity as
personal service of process in this "state
upon the person or insurer, or upon the
executor, administrator, or personal
representative of the person or insurer, or
its successor in interest if a corporation.

Pave 183

AS 21.33.021(a)

() The transaction of insurance by an
unauthorized person or nonadmittcd
insurer is equivalent to and constitutes an
irrevocable appointment by that person or
insurer, hinding upon the person or
insurer, the executor, administrator, or
personal representative of the person or
Insurer, or its successor in interest if a
corporation, of the director and the
successors of the director in office to be the
lawful attorney of that person or insurer
upon whom may be served all legal process
in any action, suit, or proceeding in any
court “arising out of a transaction of
insurance in this state by that person or
nonadmitted insurer, excépt in an action,
suit, or proceeding by the director or by the
state. ~ The transaction of insurance by ‘an
unauthorized person or nonadmittcd
insurer is signification of the agreement of
that person or insurer that legal process so
served is of the same legal force and validity
as personal service of process in this state
upon the person or insurer, or upon lhe
executor, administrator, or personal
representative of the person or insurer, or
its successor in interest if a corporation.

Editorial chan%es. Language "resident,
locuted or lo be performed In this stale®
ﬁ?degr_tllor consistency with.the scope of
¢ Title.
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* See. 98, AS 21.33.025(a) is amended lo read: AS 21.33.025(a)
(a) The transaction of insurance by an (a) The transaction of insurance by an Editorial changes. ~ Language °resident,
unauthorized person or nonadmittcd unauthorized person or nonadmittcd located or to Dbe performéd in this state’
insurer is equivalent lo and constitutes an insurer is equivalent to and constitutes an added for consistency with.lhe scope of
irrevocable appointment by that person or irrevocable appointment by that person or the Title.
insurer, hinding upon the person or insurer, binding upon the” person " or
insurer, the executor, administrator, or insurer, lhe executor, administrator, or
personal representative of the person or personal representative of the person or
Insurer, or its successor in interest if a Insurer, or its successor in interest if a
corporation, of Ihc lieutenant governor and corporation, of the lieutenant governor and
the successors in office of the lieutenant the successors in office of the lieutenant
governor to be the lawful attorney of that governor to be the lawful attorney of that
person or insurer upon whom may be person or insurer upon whom ma¥_ be
served all legal process in any action, suit, served all legal process in any action, suit,
or proceeding in any court by the director or proceeding in any court by the directol
or by the state and upon whom may be or by the state and upon whom may be
served any notice, order, pleading,” or served any notice, order, pleading,” or
process in any proceeding before the process in any proceeding before the
director_and which arises out of the director and which arises out of the
transaction of insurance in this state qT transaction of insurance in this state by
r.clstim__io_ a_iubisci rsiident. .located, that person or insurer. ~The transaction of
or lo be performed in this slate hy insurance by an unauthorized person or
that person Or insurer. The transaction of nonadmitted " insurer is signification of the
insurance by an unauthorized person or agreement of that person “or insurer that
nonadmitted” insurer is acceptance bv Ler%%te%fi%%%%nan ém; Cr?gtritceam(l)?gérSu%legéing
(SIGNIFICATION OF THE AGREEMENT OF] that drocess in an administrative proceeding

i : or
person_or insurer that legal process in_ the before lhc director so served is of the same

notice, order, pleading, or process in an legal force and validity as personal service

administrative proceeding before the of process in this slate upon the person or

irector rved has (IS OF] the same legal insurer, or upon the executor, .
?orgg Oanéo vsaelid?ty s p(ersona service of g administrator, or personal representative of

administrator, or personal _representative of
that person or insurer, or its successor in
interest if a corporation.

court action, suit, or proceeding and any
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AS 21.33.031(a) is amended to read:

(a) Before an unauthorized person or
nonadmittcd insurer files or causes to be
filed a pleading, a court action, suit, or
proceeding or a notice, order, pleading, or
Brocess in an administrative proceeding
efore the director instituted against the
person or insurer, by service made as
provided in AS 21.33.021 or 21.33.025, Ihc
person or insurer shall cither

(1) deposit with the clerk of the
court in which ‘the action, suit, or
proceeding is pending, or with the director
In administrative proceedings before the
director, cash or securities or bond with an
admitted . insurer (GOOD AND SUFFICIENT
SURETIES] to be approved by the court, or
lhe director, in an amount to be fixed by the
court or the director sufficient to secure the
payment of a final judgment that may be
rendered in the court proceeding or in the
administrative proceeding before the
director, however the court, or the director
in administrative proceedings before the
director, may in its or the director's
discretion make an order dispensing with
the deposit or bond where the insurer
makes a showing satisfactory to the court or
the director that it maintains in a stale of
the United States funds or securities, in
trust or otherwise, sufficient and available
to satisfy a final judgment that may be
entered In the court ‘action, suit, or
proceeding or in an administrative
proceeding before the director; or

(2), obfain admission to transact

insurance in this state through a certificate
of authority issued under this title
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Statute

AS 21.33.031(a)

(a) Before an unauthorized person or
nonadmittcd insurer files or causes to he
filed a pleading, a court action, suit, or
proceeding or a notice, order, pleading, or
Brocess In an administrative proceeding
efore the director instituted against the
person or insurer, by service mude as
provided in AS 21.33.021 or 21.33.025, the
person or insurer shall either

(1) . deposit with the clerk of the
court in which the action, suit, or
proceeding is pending, or with the director
In administrative proceedings before the
director, cash or securities or bond with
good and sufficient sureties lo be approved
y the court, or the director, in an amount
to be fixed by the court or the director
sufficient to Secure the payment of a final
judgment that may be rendered in the court
proceeding or in” the administrative
Proceedmg before the director; however
he court, or the director in administrative
proceedings before the director, may in its
or the director's discretion make an order
dispensing with Ihc deposit or bond where
the insurer makes a sowmgi satisfactory to
the court or the director that it maintains in
a state of the United States funds or
securities, in iiusi or otherwise, sufficient
and available to satisfy a final ludgment
that may be entered in the court action,
suit, or proceeding or in an administrative
proceeding before™ the director; or

. (2) obtain admission to transact
insurance in this state through a certificate
of authority issued under this title.

[Comments

No change.

Clarifies that a bond must be with an
admitted insurer.

No change.



oposed  Legislation

-dSec. 100.  AS 21.33.031(c) is amended io AS 21.33.031(c)
read:

Nothing in (a) of this section may be Editorial changes.  Language "resident,

2i/2  SxS

(c) Nothing in (a) of this section may be (c)

construed to prevent an unauthorized
person or nonadmitted insurer from filing

railroads or aircraft engaged in interstate
or foreign commerce and wet marine and
transportation insurance;
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construed to prevent an unauthorized’
person or nonadmittcd insurer from filing

railroads or aircraft engaged in interstate
or foreign commerce and wet marine and
transportation  insurance;

located

a motion lo quash a writ or to set aside a motion to quash a writ or to set aside lhc Title.

service made as provided in AS 21.33.021 or service made as provided in AS 21.33.021 or

21.33.025 on the ground that the 21.33.025 on the ground that the

unauthorized person or insurer has not unauthorized person or insurer has not

transacted insurance in this stale ar transacted insurance in this state or that

relative to a subiecl resident, located, Ihc person on whom service was made

or. to bo. Bfrformed in this state or that under AS 21.33.021(d) was not transacting

the person on whom service was made . insurance in this stale.

under AS 21.33.021(d) was not transacting

insurance in_this state or relative to a

subiecl resident, located, or to be

performed in this state.

-dSec. 101, AS 21.33.037(b) is amended to AS 21.33.037(h)

(b) This section does not apply to (b) This section docs not apply to No change.
(1) matters authorized to be done (1) matters authorized to be done No change.

by the director; by the director;
(2) ~ surplus lines insurance (2)  surplus lines insurance No change.

effected and written under AS 21.34 effected ‘and written under AS 21.34;

~(3) transactions for which a . (3)  transactions, for which a No change.

certificate "of authority is not required certificate "of authority is not required

under this ftitle; under this fitle;
(4)  reinsurance; (4)  reinsurance; No change.
(5) the property and operations of (5) the property and operations of No change.

or to be performed n this stale’

added for consistency with.the scope of
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_ (6) lire insurance, disability
insurance, ~ and annwt?/ contracts when
solicited solely by mail or when not
s?hlmted, negotiated, or procured in this
stale;

_ (7)  transactions subsequent to
issuance of a policy not covering
IDOMESTICL risks™ resident, located, or lo
be Dcrformed in this state at time of
issuance),) and lawfully solicited, written,
or delivered outside this state.

« Sec. 102. AS 21.33.037(c) is amended to

read:

(c) la__addition lo other oenalties
unden_lhis._tillc. M [A] person who
represents or aids a nonadmittcd insurer in
violation of this chapter (SKCTION) is
subject to the penalties provided in
AS721.33.065. " This chapter docs IAN
INSURANCE CONTRACT ENTERED INTO A
VIOLATION OETHIS SECTION SHALL) not
preclude the insured from enforcing*
under [THE INSURED'S RIGHTS IN
ACCORDANCE WITH) the terms and
Pr_owsmns of the contract and the laws of
his state, the insured's riehts under a
contract entered into violation  of
this  chapter.

in

* Sec. 103. AS21.33.042 is amended to read:

Sec. 21.33.042. SUITS BY NONADMITTED
INSURERS. A nonadmittcd insurer may not
commence or maintain an action in law or
equity in this state to enforce a right
arising out of a transaction of insurance in
this state except with respect to

. (1) claims under policies lawfully
written in- this state;
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| Existing  Stutulc j Comnients

, (6) life insurance, disability No change.
insurunce, - and annuur contracts when
solicited solely by mail or when not
solicited, negotiated, or procured in this

slate;

Clarifies application of section.
Language ‘resident, located or lo be
performed in this state" added for
consistency with.the scope of the Title.

. 7; transactions subsequent to
issuance of a policy not covering domestic
risks. at lime of issuance, and lawfully
s?htcned, written, or delivered outside this
state.

AS 21.33.037(c)

(c) A person who represents or aids a Clarifies application of section.

nonadmittcd insurer in" violation of this
section is subéect to the penalties provided
in AS 21.33.065.  An insurance contract
entered into a violation of this section shall
not preclude the insured from enforcing
the insured's rights in accordance with "Ihc
terms and provisions of the contract and
the laws of this slate.

AS 21.33.042

Sec. 21.33.042. SUITS BY NONADMHTED
INSURERS. A nonadmitted insurer may not
commence or maintain an action in law or
equity in this state to enforce a right
arising out of a transaction of insurance in
this state except with respect to

No change

(1) claims under policies lawfully No change.

written in" this state;

7 |
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sed Legislation

~(2) liquidation of assets and
liabilities, other than the collection of new
premiums, resulting from its former
admitted operations™ in this state;

, (3) transactions subsequent to
issuance of a policy not covering
IDOMESTICI risks™ resident, locutrd. or In
be performed in this state at lime of
issuance [,| and lawfully solicited, written,
or delivered outside (his state;

(4)  surplus lines insurance
coverage exported under [IN ACCORDANCE

WITH] AS 21.34;
(S)  reinsurance;

_(6) the continuation _and servicing
of life insurance, disability insurance
PO|ICI€S, or annuity contracts remaining in
force as to residents of this state where  the

insurer has withdrawn from the stale and is
not transacting new insurance;

_E?) _servicing of policies written by
an admitted insurer in a_ state to which the
insured has moved but in which the insured
is not licensed, until the term of Ihc policy
expires

(8) claims under policies covering
wet marine nnd transportation insurance
||nc|ud|ng vessels of SO displacement tons or
ess.

Paee 18 8

1ExIslinu

Slutu

~(2) liquidation of assets and
liabilities, other than the collection of new
premiums, resulting from its former
admitted operations in this slate;

, (3) transactions subsequent to
issuance of a policy not covering domestic
risks at time of issuance, and lawfully
s?htmted, written, or delivered outsidé this
state;

(4)  surplus lines insurance
coverage exported in accordance with
AS 21.34

(S)  reinsurance;

_(6) the continuation and servicing
of life insurance, disability insurance
Follmes, 0Or annuity contracts remaining in
force as to residents of this slate where the
insurer has withdrawn from the state and is
not transacting new insurance;

_i?) _servicing of policies written by
an admitted insurer in a state to which the
insured has moved but in which the insured
is not licensed, until the term of the policy
expires

(8) claims under policies covering
wet marine and transportation insurance
Includlng vessels of 50 displacement tons or
ess.

IComrnenls

No

change.

Clarifies application of section.
Language "resident, located or to be
performed in this state" added for
consistency with.the scope of the Title.

Editorial change.

No
No

No

No

change.

change.

change.

change.
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* Sec. 104 AS21.33.045(a) is amended to

(a) When the director hus reason to
believe that insurance has been effectuated
y or for a person in this state with a
nonadmittcd insurer* the director shall in
writing order the person to produce for
examination all insurance contracts and
other documents evidencing insurance
with nonadmittcd insurers and to disclose to
the director the amount of insurance, name
and address of each insurer, gross amount
of premium paid [) or to be paid* [AND] the
name and address of the person or persons
a33|st!n([1, or aldln% in the solicitation,
negotiafion, or effectuation of the
insurance, and other Information
required bv the director.

Paee 189

AS 21.33.045(a)

(a) When the director has reason to
believe that insurance has been effectuated
by or for a person in this state with a
nonadmittcd insurer* the director shall in
writing order the person to produce for
examination all insurance contracts and
other documents evidencing insurance
with nonadmitted insurers and to disclose to
the director the amount of insurance, name
and address of each insurer, gross amount
of premium paid, or lo be paid* and the
name and address of the person or persons
assisting or a|d|nﬁ in the solicitation,
negotiation, or effectuation of the
insurance.

Gives director ability lo order production
of all information related to nonadmitted
transactions.
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v Sec. 105, AS 21.33.055(a)

AS 21.33.055(a) is amended lo
read:

1/27/92  SXS

(a) Except as to premiums on lawfully
procured surplus lines insurance exported
under AS 21.34 and premiums on
mdegendently procured insurance on
which a tax has been paid under
AS 21.33.061, every nonadmitted insurer
shall ﬁay to the director on or before
March 1 [APRIL 11 following the calendar
year in which the insurance was so
effectuated, continued, or renewed a
premium-receipts lax of three percent of
gross premiums charged for the insurance
other than wet marine and .
IransDortation insurance and a premium-
receipts tax of three-fourths of one percent
of gross premiums charged for the we't
marine and transportation insurance on
subjects resident, located, or to be
performed in this state. The insurance on
sub}ects resident, located, or to be
performed in this state procured through
negotiations or an application, in whole or
in “part occurring or made in or from in or
out of this state, or for which premiums in
whole or in part are remitted directly or
indirectly from in or out of this stale, shall
be considered to be insurance procured or
continued or renewed in this state. The term
"premium” includes all premiums,
membership fees, assessments, dues, and
any,other,cons‘,lderatmn for insurance. The
tax is in lieu of all taxes and fire department
dues. On default of a nonadmittcd insurer in
the payment of the tax* the insured shall
pav the tax within 30 days of written
notice from the director of the
default bv the nonadmittcd insurer.

If the tax Brescribed by this section is not

Paid by__Ulfi__ HF1iudmilled _insurer within
he timé stated or bv the™ Insured within
the lime slated after notice of default
by the nonadmitted insurer. lhe lax

mav [SHALL] be increased by
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(a) Except as to premiums on lawfully
procured surplus lines insurance and
premiums on independently procured
Insurance_on which a lax has heen Fald
under AS 21.33.061, every nonadmitted
insurer shall pay to the director hefore
Aﬁ{”l following the calendar year in
which the insurance was so effectuated,
continued, or renewed a premium-receipts
tax of three percent of gross premiums
charged for the insurance other than
maring insurance nnd a premium-receipts
lax of three-fourths of one percent of gross
premiums charged for the marine
Insurance on subjects resident, located, or
to be performed In this slate. The insurance
on subjects resident, located, or to be
performed in this state procured through
negotiations or an application, in whole  or
in “part occurring or made in or from in or
out of this slate, or for which Jgremmms in
whole or in part arc remitted directly or
indirectly from in or out of this slate, shall
be considered to be insurance procured or
continued or renewed in this state. The term
"premium" includes all premiums,
membership fees, assessments, dues, and
any other _c0n5|derat|on for insurance.  The
lax is in lieu of all taxes and fire department
dues. On default of a nonadmittcd insurer in
the payment id Ihe tax* the insured shall
pay the tax. If the tax prescribed by this
section is not paid within (he time Slated,
the tax shall be increased by a penally of 25
percent and by the amount of an additional
penalti/] not to exceed SI00 a day from the
date the payment was due lo the date paid.

Changes the tax due date to be consistent
throughout the title.  Clarifies the wet
marine and transportation tax rate to be
consistent throu?hout the title.  Changes
flat (Fenally to Tate payment fee, interest
, an Fenalt lo encourage prompt
payment of fuxes. Establishes duty of
director to notify insured if insurer
defaults.  Language “resident, located or
to be performed in this stale” added for
consistency with.the scope of the Title.
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(11 alate Duvmenl fee of SI1.000
or 10 Dcrcent of Ihe tax due.

whichever is urcatcr:
(2) interest at the rate of one

Dcreent a month or oar! of a month
from the date the payment was
orMnallv. due to the date Daid: and

(31 a (PENALTY OE 25 PERCENT AND
BY THE AMOUNT OE AN ADDITIONAL! penall}/
not to exceed S100 a dav or 25 percent o
the tax due. whichever is creator,
from the date the payment was due lo the
date paid.

+ Sec. 106. AS 21.33.055(b) is repealed and AS 21.33.055(b)

reenacted to read:
(b) In determining the amount of (b) If a policy covers risks or exposures
premiums taxable in this slate, all premiums only partially in “this state, the lax payable
written, procured, or received in this slate shall "be computed on the portions of the

Establishes allocation schedule for
premium consistent with proposed
schedule for self-procured insurance in

shall be "considered written on property or a
subject located or resident in this state,
except premiums which arc properl
allocated or apportioned and reported as
taxable premiums of another stale. In
determining the amount of gross premiums
taxable in"this state covering a risk

resident, located, or to be performed both
inside and outside Ihe slate, the lax due shall
be computed on that portion of the policy
premium that is attributable to the risk ~
resident, located, or to be performed in this
stale and that relates to the kind of
insurance heing placed as determined by
;eflfrence to on allocation schedule as
ollows:

(1) if a policy covers more than
one classification,

(A) for any portion of the
coverage identified by a
classification on the  allocation
schedule, the tax shall be computed
by using the allocation schedule (or
the corresponding portion ol the
premium;
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premium which are properly allocable lo the
risks or exposures located “in this state. In
determining the amount of premiums taxable
in this state, all premiums written, procured,
or received in this state and all premiums on
policies negotiated in this stale shall be
considered “written on propem{ or  risks
located or resident in ‘this slate, except
premiums which are J)roperly allocated  or
apportioned and reported as taxable premiums
of another state.

Sec. 101 and surplus lines in Sec. 124.
l.anguagc "resident, located or to be
performed in this state” added for
consistency with.(he scope of the Title.

See comments on AS 21.33.055(h) above.

See comments on AS 21.33.055(b) above.
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(B) for an éjortion of the
coverage not identified by a
classification on the allocation
schedule, the tax shall be computed
by using an alternative equitable
method of allocation for the properly
or subject;

(C) ~for any portion of the
coverage where the premium is
indivisible, the tax shall be computed
by using the method of allocation
that pertains to the classification
describing Ihe predominant
coverage.

(2) if Ihe information provided is

insufficient lo substantiate the method of
allocation used or if the director determines
that the method is incorrect, Ihe director
shall determine the equitable and

i

1/27/92

ropriate amount of lax due in the state os
ows:

(A) by use of the allocation
schedule where Ihc_ subject is
apﬁro riately identified " in the
schedule;

(B) where the allocation
schedule ‘docs not identify a
classification a_proFrlate to the
coverage, the director may give
accepiar.cc by significant " weight to
documented évidence of the
unde[wrltm% bases and other
criteria used by the insurer or mag
give consideration to other available
Information to the extent it is
sufficient and relevant, including
the percenta%e of the insured's
physical assets in this stale, the
Pe_rcentage of the insured's sales in
his slate, the percentage of income
or resources derived from this state
and the amount of premium tax paid
to another jurisdiction for the policy.
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(Comments

Sec comments on AS 21.33.055(b) above.

Sec comments on AS 21.33.055(h) above.

Sec comments on AS 21.33.055(b) ahove.

See comments on AS 21.33.055(b) above.

Sec comments on AS 21.33.055(h) above.
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+ Sec. 107. ~AS 21.33.055 is amended by adding
a new subsection to read:

1/27/92  SxS

(c) This section docs not apply to
insurance of risks of the state, ‘a political
subdivision of the state, or to insurance of
aircraft regularly engaged in interstate or
foreign  commerce.

« Sec. 108. AS21.33.061(a) is amended to

(a) livery insured who procures or
causes to be procured or continues or
renews insurance with a nonadmittcd
insurer, or an insured or self-insurer who
S0 procures or continues excess loss,
catastrophe or other insurance, upon a
subLect of insurance resident, locaiedt or
to be performed in this state, other than
insurance lawfully procured through a
surﬁ!us lines broker under AS 21.34 shall,
within 30 days after the date Ihe

insurance was procured, continued, or
renewed, file a report with the director in
writing _and in a form prescribed
|[UPON FORMS DESIGNATED[J by Ihc director
-and furnisiihd to the insured UPON
REQUEST]. The report must show the name
and address of the ‘insured, name and
address of the insurer, the subject of the
insurance, a general description of the
covera?e, the “amount of premium
currently charged, and additional
Dertinent information reouired ITHAT IS
REASONABLY REQUESTED] by the director.
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AS 21.33.061a)

(a?) livery insured who procrres or causes
to be procured or continugs or renews
insurance with a nonadmittcd insurer, or
an insured or self-insurer who so procures
or continues excess loss, catastrophe or
other insurance, upon a subject of
insurance resident, located, or to be
performed in this state, other than .
Insurance procured through a surplus lines
broker under AS 21.34 shall, within 30 days
after the date the insurance was procured,
continued, or renewed, file a report with
the director in_writing and upon forms
designated by ihc director and furnished to
the ‘Insured Upon request.  The report must
show the name and address of lhe insured,
name and address of the insurer, the sub*ect
of the insurance, a general description o
the coverage, lhe amount of premium
currently charged, and additional pertinent
information that s reasonably requested by
the dirccloi.

Sec comments on AS 21.33.055(h) above.
Language "resident, located or to be
performed in this state" added for
consistency with.thc scope of the Title.
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* See. 109. AS21.33.061(c) is amended lo AS 21.33.061(c)

read:

1/27/2  SxS

(c) There is levied upon the obligation,
chose in action, or nqht represented by
the premium charged for the insurance, a
premium receipts tax of three per cent of
gross premiums charged for the
Insurance other than™ wet marine and
trunsDortution insurance and a
premium receipts tax of three-fourths of
one ﬁercent of gross premiums charged |
for the wet marine and lrunsDorlufion
insurance,  The term ‘premium" includes
all premiums, membership fees,
assessments, dues, and any other o
consideration for insurance. The tax is in
lieu of all taxes and fire department dues.
The insured shall, on or before March 1
(APRIL 1] following the calendar gear in
which thé insurance was procured,
continued, or renewed, pay the amount of
the lax to the director. 'In event of
cancellation and rewriting of the
insurance contract the additional
premium for premium receipts tax
purposes is the premium in excess of the
unearned premium of the cancelled
insurance contract.  If (he tax
orcscribed bv this section Is not
paid within the time stated, the tax

mky .be Increased by

(11 I late pavment Tec of
S.QQQ or 10 _nercenl of the tax due.
whichever is oreater:

f21  interest at the rate of
one oercent a month or Dart of a
month from the date the pavment
was due to (he date paid: and
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(c) There is levied upon the obhgatlon,
chose in action, or right represented hy the
premium charged for the insurance, a
premium receipts tax of three per cent of
gross Fremlums. charged for the insurance
other than marine insurance and a
premium receipts lax of three-fourths of
one percent of gross premiums charged for
the marine insurance. = The term “premium"
includes all premiums, membership  fees,
assessments, dues, and any other o
consideration for insurance.  The tax is in
lieu of all taxes and fire department dues.
The insured shall, before April 1 following
the calendar year in which the insurance
was procured, " continued, or renewed, pay
the amount of the tax to the director. In
event of cancellation and rewriting of the
insurance contract the additional ~ premium
for premium receipts tax purposes is the
premium in excess of the unearned
premium of Ihe cancelled insurance
contract.

Clarifies the wet marine and _
transportation tax rate to be consistent
throughout the title.  Late é)a ment fee,
interest, and penalty arc added to
encourage prompt ‘payment of taxes.

See comments on AS 21.33.061(c) above.

See comments on AS 21.33.061(c) above.
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13) ~a ocnultv not to excited Sec comments on AS 21.33.061(c) above.
5100 a duv or 25 oerccnt of the tax
due. whichever is greater, from the
dale—lhc oavmcnt was due to the

dale., paid-
« Sec. m0. AS21.33.061(d) is repealed and AS 21.33.061(d)
reenacted to read:
(d). In determining the amount of (d) If a Fohqy Covers risks or exposures Establishes allocation schedule for
premiums taxable in" this state, all only partially in this state, the tax payable premium consistent with proposed
premiums written, procured, or received shall be computed on the portions of the schedule for  self-procured insurance
in this state shall be considered written on Preml_um which are properly allocable to and surplus lines in other sections.
property or a subject located or resident he risks or exposures locatéd in this state. Language "resident, located or to be
In this state, except premiums that arc In determining the amount of premiums performed in this state" added for
properly allocated or apportioned and taxable in this state, all premiums written, consistency with.the scope of the Title.
reported as taxable premiums of another procured or received in this state and all
slate.  In determining the amount of gross premiums on policies negotiated in this
premiums taxable in this state, the tax due state shall be considered “written m
shall be computed on that portion of the property or risks located or resident in this
policy premium that is attributable to a state, except premiums which are properly
sub;ect resident, located, or to he allocated or apportioned and reported as
ormed in this slate and that relates to taxable premiums of another state.

er

Phe kind of insurance being placed as

determined b?/”reference to an allocation
0

schedule as follows:
| (l)f. ift.a policy covers more than See comments on AS 21.33.061(d) above.
one classification.
(A) for any portion of the See comments on AS 21.33.061(d) above.

coverage identified by a
classification on the allocation
schedule, the tax shall be computed
by using the allocation schedule for
Ihc corresponding portion of the
premium;

(B) for any portion of the See comments on AS 21.33.061(d) above.

coverage not identified by a
classification on the allocation
schedule, the lax shall be computed
by using an alternative equitable
method of allocation for the
property or subject;
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(C) for any portion of ihc
coverage where the premium is
indivisible, the tax shall be
computed bﬁ using the method of
allocation that pertains to the
classification describing the
predominant coverage,

~(2) if the information provided is
insufficient lo substantiate the method of
allocation used, or if the director
determines that the method is incorrect,
the director shall determine Ihc equitable
and appropriate amount of tax due to this
state as follows;

(A) by use of the allocation
schedule where” the subject is
apﬁro riately identified in the
schedule;

B) where the allocation
schedule does not identify a
classification a,proFrlate to the
coverage, the director may give
significant weight to documented
evidence of the underwrltmg hases
and other criteria used by the
insurer or may give consideration
to other available” information to
the extent sufficient and relevant,
including the.percenta?e of the
insured's physical assets in this
slate, the perce,nta?e_ of the
insured's sales in this state, the
per_centaqe of income or resources
derived from this state, and the
amount of premium lax paid to
another jurisdiction for the policy.
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IComments

Sec comments on AS 21.33.061(d) above.

See comments on AS 21.33.061(d) above.

See comments on AS 21.33.061(d) above.

See comments on AS 21.33.061(d) above.
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To be repealed. See See. 221 _(c) If the insured fails to withhold from Moved to AS 21.33.055(a)
ihc ‘premium ihc amount of tax levied, the
insured is liable for the amount and shall
pay the tax to the director within the time
stated in (cjbof this section. If the lax
Presc_rlbed y (his section is not paid within
he time stated in Lc) of this section, the tax
shall be increased by a penaItY of 25
percent and by the amount of an additional

penall;g not to exceed $100 per day from the

date the payment was due to the date paid.

*dSee. 111, AS 21.33.061(g) is amended to AS 21.33.061(g)
read;

(g) This section does not apply to (q) . This section does not apply to Combines AS 21.33.061(g) and (i). Adds
Insurance ol risks or |Ihe ‘state, a individual life or individual! disability state exemption lo premium taxes
political ~ subdivision or the stale, insurance. currently in surplus lines to self-
Insurance of aircraft reoularlv . . ) ) procured Insurance.
enaaaed in interstate or rorcien (i) This section does not apply to life.
commerce, o [life | Insurance. |nSLérantcSe, o?Isianzltljlrtayncelnsf%rrangﬁ'craafltnm“ty
INDIVIDUAL LIFF. OR INDIVIDUAL contracts, e, .
élisability insurance, of annuit)]/ regularly engaged in inierstate or foreign
contracts. commerce.

To be repealed. See Sec. 221 (i) This section docs not apply to life See comments on AS 21.33.061(g) above.
insurance, disability insurance, annuity
contracts, or insurance for aircraft
reqularly engaged in interstate or foreign
commerce.
-dSec. 112, AS 21.33.065(a) is amended to AS 21.33.065
read:

Sec. 21.33.065. PENALTIES, (az A person AS 21.33.065. PENALTIES, (a) A person Increases maximum penalties  for
other than an insured, who in this state other than an insured, who in this state deterrence of unlicensed activities.
represents or aids a nonadmitted insurer represents or aids a nonadmitted insurer in
in" violation of AS 21.33.037, is subject to a violation of AS21.1. 037, is subdeqt to a civil
civil Denaltv of not more than $50.000 Penally of nut more than $5,000 in addition

0 af)pllcable criminal penalties and other

[$5,000] in addition lo apEIicabIe criminal

ies prescribed penalties prescribed in - this chapter.

penalties and other Benal
In this lilk [CHAPTHR|.
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* See. 113, AS 21.33.065(h) is amended lo
read:

(b) In addition lo any other penalty
provided, a person who "violates a
provision of this chapter i& (SHALL HI)
subd'ect to a civil penalty of not more than
$10,000 fS1.000) for the first offense and
not more than S100.000 1S2.0001 for each
succeeding violation.

To be repealed. See Sec. 221

* Sec. 114, AS21.33.900 is amended to read:

Sec. 21.33.900. RECORDS OF INSUREDS. In
order that the director may effectively
administer this chapter, a [EACH] perSon
who has placed insurance with an
unauthorized insurer shall, upon the
director's order, produce for the
examination of the director all policies
and other documents evidencing the
insurance and shall disclose to ‘the
director the amount of premiums paid or
agreed to be paid for the insurance and
other Information requ”ed bv  the
director. For each refusal to obey the
order, in addition to anv other
penalties prescribed in this title,
the person is subJSect to a civil penally of
not more than $25,000 152.5001 follnwine
an approgriate hearing as provided in
AS 21.06.170 - 21.06.230.

(h) In addition to any other penalty
provided, u person who " violates a provision
of this chapter shall be subject to a civil
penalty of not more than $1,000 for the first
offense and not more than $2,000 for each
succeeding violation.

c(} An additional penalty of not more than
$1,000 may be levied for "each month that a
violation ‘under this chapter continues.

AS 21.33.900

AS 21.33.900. RECORDS OF INSUREDS. In
order that the director may effectively
administer this chapter, each person ‘who
has placed insurance with an  unauthorized
insurer shall, upon the director's order,
produce for lhe examination of the director
all policies and other documents evidencing
the Insurance and shall disclose to the
director the amount of premiums paid or
agreed to be paid for the insurance. For
each refusal to obey (he order, the person is
subéect to a civil penally of not more than
$2,500 fqllowmg an aBpropnate hearing as
provided in AS 21.06.170" - 21.06.230.

Increases maximum penalties for
violation of this chapter.

Combined in AS 21.33.065(a) and (b)
above.

Gives director ability to order production
of all information related to nonadmittcd
transactions. _Increases maximum
penally for failure to provide records.

* Sec. 115, AS21.33.910 is repealed and AS 21.33.910

reenacted to read:

Sec. 21.33.910. DEFINITIONS. In this
chapter.

AS 21.33.910 DEFINITIONS. In this chapter
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_ (1) "export" means to place surplus
lines insurance with a nonadmitted insurer:

EZ) "transaction of insurance"
means the solicitation, negotiation,
procurement, effectuation, or renewal of
Insurance; forwarding of applications;
delivery of policies or contracts;
inspection of risks; fixing of rates;
investigation or adjustment of claims or
losses; " collection or forwarding of
premiums; or transaction of matters
subsequent to effectuation of the contract
of insurance and arising out of it;

l'aue 199

| Existing

StmuT7

_ Ll) "udinitted insurer" means an
insurer that has been issued a certificate of
authority by the director to transact
insurance in this stale;

(2) "eligible surplus lines insurer"
means a nonadmittcd insurer with which a
surplus lines broker may place surplus
lines insurance under AS 21.34.040;

. (3) "export" means to place surplus
lines insurance with a nonadmittcd insurer;

_ (4) "nonadmittcd insurer" means an
insurer that does not have a certificate of
authority issued by the director to transact
insurance in this ‘state and includes
insurance exchan?es authorized under the
laws of various states;

~(5) "surplus lines insurance" means
any insurance in this state of risks resident,
located, or to be Ferformed in this state,
Permltted to be placed through a surplus
ines broker with a nonadmitted insurer
eligible to accePt insurance, other than
reinsurance, ~wet maring and transportation
insurance, _insurance independently
procured, life insurance, disability
Insurance and annuity contracts;

(6) "surplus lines broker" means a
person licensed under AS 21.34 to place
Insurance of risks resident, located or to be
Performed in this state with eligible surplus
ines insurers;

(7) "transaction of insurance"
means (he solicitation, negotiation,
procurement, effectuation, or renewal of
Insurance; forwarding of applications;
delivery of policies or contracts; inspection
of risks; fixing of rates; investigation or
adjustment of claim or losses: collection or
forwarding of premiums; or, transaction of
matters subsequent to effectuation of the
contract of insurance and arising out of Iit;

| Comments

Moved to AS 21.90.900(1).
Deleted.

Not applicable to this chapter.

No change.  Renumbered.

Moved to AS 21.90.900(27)

Moved to AS 21.90.900(31)

Moved to AS 21.90.900(32)

No change. Renumbered.
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(3) . "unauthorized person” means (8) "unauthorized person” means No change.  Renumbered.
a person not licensed as a surplus lines Berson not licensed as a surplus lines
broker or not a salaried employee of the roker or one who is not a salaried
insured; employee of the insured;

(4) "wet marine and . (9) "wet marine and transportatiBulitorial change.
transportation insurance” has the insurance"  means .
meaning given in AS 21.34.900. (A) insurance upon, of interest

in, or relating to vessels, crafts, hulls,
Iexcept vessels of 50 displacement tons or
ess;

_ ~(B) insurance of marine
builders risks, marine war risks and
contracts of marine protection and
indemnity insurance; _

, (C) insurance of freights and
disbursements pertaining to a subject of
insurance under this paragraph; “and

(D) insurance of personal
property and interests in personal
properly, in the course of exportation from
or importation into any country, or in the
course of coastal or inland water
transportation, including transportation by
land, water, or air from “point o onﬂm lo
final destination, in_connection with any
and all risks or perils of navigation, transit,
or transportation, and while Dbeing prepared
for and while awaiting shipment, and
during any delays, transshipment or
reshipment incident to them.

« Sec. 116. AS 21.34.020 is repealed and AS 21.34.020
reenacted to read:
Sec. 21.34.020. PI.ACEMENT OF SURPLUS ~AS 21.34.020.  Placement of surplus lines Clarifies the scope of permissible surplus
LINES INSURANCE. Insurance other than insurance.  Insurance may be procured lines placements.
reinsurance, wet marine and through_ a surplus lines broker from
transportation insurance, _insurance nonadmitted insurers if

independently procured, life insurance,
disability insurance, and annuity
contracts may be procured through a
surplus _lines broker licensed under
AS'21.27 from nonadmittcd insurers if

(1) the insurer is an eligible (I]) gach insurer is an eligible No change.
surplus lines insurer; surplus lines insurer;
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~(2) (he full amount, kind, or class (2) either No change.
of insurance cannot be obtained from .
insurers who arc admitted to do business . (Az the full amount or kind of
in this state; insurance cannot be obtained from insurers
who arc admitted to do business in this state;
0r
(53 the producing broker has Clarifies that producing broker has
conducted and documented a diligent diligent search™ duty.
search among insurers who are admitted
to transact business in this state and are
actually writing the particular kind or
class of insurance required by the client
in this state;
, 42 the director authorizes an _ B) the director authorizes This language puts the placement list
excePnpn 0 (ZL of this section by exception to (A) of this paragraph; and into  statute.
regulation or by written authorization for
an individual placement upon written
request by the broker, and
(5) all other requirements of this (3) all other requirements of this No change.

chapter arc met. chapter arc met.

« Sec. 117. AS 21.34 is amended by adding a

new section to read:

Sec. 21.34.025. SUBSCRIPTION POLICIHS Clarifies status of subscription policies
ORJOINT UNDERWRITING IN COMBINATION where admitted insurers and non-
WITH ADMITTED INSURERS. Subscription admitted insurers subscribe to a single
policies or joint underwriting of Bollcy. A policy .any part of which must
Insurance o°hcr than reinsurance, wet e procured throu%h a surplus lines

marine and transportation insurance, broker under AS 21.34, is a surplus lines
insurance independently procured, life policy in its entirely.
insurance, disability insurance, and

annuity contracts by a combination of

authorized insurers” and nonadmittcd

insurers is_a surplus lines insurance

placement in its entirety, is sub&ect to this

chapter, is not subject to AS 21.39 or

AS 21.42.120 - 21.42.130, and losses or

claims are not covered by AS21.80

AI?)ska Insurance Guaranty Association

ct).
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* Sec. 118, AS21.34.040(a) is amended to
read:

(a) Coverage may be placed in a
nonadmittcd Insurer by a surplus lines
broker only[] if

(1) "at the time of placement, the
nonadmitted insurer meets all the
requirements of this section: and
< the surplus lines hbroker
is licensed under AS 21.27 .

* Sec. 119. AS 21.34.040(c) is amended to
read:

(c) A nonadmittcd insurer may be eligible
to provide coverage in this state if it
qualifies under one of the following:

. (1) a foreign but nonalien stock
insurer may qualify” under this subsection
if it has the ~minimum unimpaired basic
capital and additional surplus equal to that
required in its dom|C|I|ar¥ jurisdiction, or
maintains ($5,000,000 AS OF " JUNE 20, 1987,
$6,000,000 AS OF DECEMBER 31. 1990,1
$10,000,000 as of December 31, 1991,
$12,500,000 as of December 31, 1992, and
$15,000,000 as of December 31, 1993,
whichever is greater;

. (2) a foreign but nonalien mutual
insurer, a reciprocal insurer, or a mutual
protection and indemnity association may
qualify under this subsection if it has the
minimum unimpaired basic surplus and
additional surplus equal to that required in
its domiciliary HUFISdICtIOﬂ or maintains
g$6,000,000 AS'OF DECEMBER 31. 1990,1
10,000,000 as of December 31, 1991,
$12,500,000 as of December 31, 1992, and
$15,000,000 as of December 31, 1993,
whichever is greater;
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AS 21.34.040(a)

(@) Coverage may be placed in a Editorial change.
nonadmitted Insurer by ‘a surplus lines
broker only, if at the "lime of placement, the

nonadmitted insurer meets all ‘the

requirements of this section.

AS 21.34.040(c)

(c) A nonadmittcd insurer may be eligible
to provide coverage in (his state “if it
qualifies under one of the following:

, (1) a foreign but nonalien slock Removes obsolete references.
insurer may qualify” under this subsection
if it has the ~minimum unimpaired basic
capital and additional surplus equal to that
required in its dom|C|I|ar?l jurisdiction, or
maintains $5,000,000 as of June 20, 1987,
$6,000,000 as of December 31, 1990,
$10,000,000 as of December 31. 1991,
$12,500,000 as of December 31, 1992, and
$15,000,000 as of December 31, 1993,
whichever is greater;

, (2) a foreign but nonalien mutual Removes obsolete references.
insurer, a reciprocal " insurer, or. a mutual
p.otecliou and indemnity association may
qualify under this subsection if it has the
minimjm unimpaired basic surplus and
additional surplus equal to that required in
its domiciliary jurisdiction or maintains
$6,000,000 as ‘of ‘December 31, 1990,
$10,000,000 as of December 31, 1991,
$12,500,000 as of December 31, 1992, and
$15,000,000 as of December 31, 1993,
whichever is greater;
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13) an alien insurer other than
an alien mutual Drotcction and
indemnitv  association mav qualify
under this subsection if it meets the _
minimum  requirements in (1) or 62)' of this
subsection and maintains in the United
States_an irrevocable trust fund I£IN EITHER
A NATIONAL BANK OR A MEMBER OE THE
FEDERAL RESERVE. SYSTEM.! in an amount
not less than $2.500.000 in a solvent
federally insured bank ucccDlable to
the director, as security to the full
amount, for the protection of all its
pohczholders and creditors of each member
of the mutual insurer, reciprocal insurer,
or mutual protection and indemnity
association In the United States; thé trust
fund must consist of instruments of
substantially the same character and
quality as ‘those that are eligible
investments for the capital and statutory
reserves of admitted insurers authorized" to
write like kinds of insurance in this slate or
of irrevocable, clean, and unconditional
letters of credit; the trust fund must have an
expiration date that at no time is less than
five years;

_ (4) a Lloyd's or other similar
unincorporated group of alien individual
insurers may qualify if it maintains a trust
fund in an “amrunt ‘not less than $50,000,000,
as security to the full amount, for Ihe
protection” of all its policy holders and
creditors of each member” of the group in
the United States; lhc trust fund must
consist of instruments of substantlallg the
same character and qYuaht as those that are
ell%lble investments for fthe capital and
statutory reserves of admitted insurers
authorized to write like kinds of insurance
in this_state or of irrevocable, clean, and
unconditional letters of credit; the trust
fund must have an expiration date that at no
lime is less than five years;
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(3) an alien insurer may qualify
under this subsection if it meets “the .
minimum regunements in (1) or (2) of this
subsection and maintains in ‘the United
States an irrevocable trust fund in either a
national bank or a member of the federal
reserve system, in an amount not less than
$2,500,000, as security to the full amount,
for the protection of” all its policyholders
and creditors of each member ol ‘the mutual
insurer, reciprocal insurer, or mutual
Bro_tectlon and |ndemn|t¥ association in (he
United States; the trust fund must consist of
instruments of substantlallz the same
character and quality as those that arc
ellglble investments * for (he capital and
statutory reserves of admitted "insurers
authorized to write like kinds of insurance
in this_state or of irrevocable, clean, and
unconditional letters of credit; the (rust
fund must have an expiration date that at no
time is less than five years;

_ (4) a Lloyd's or other similar No change.
unincorporated group of alien individual

insurers may qualify if it maintains a trust

fund in an “amount ‘not less than $50,000,000,

as security lo the full amount, for the

protection” of all its policy holders and

creditors ol each member” of the group in

the United States; the trust fund must
consist of instruments of substantlaII%/ the
same character and quality as those that arc
ellgzlble investments for the capital and
statutory reserves of admitted "insurers
authorized to write like kinds of insurance
in this_state or of irrevocable, clean, and
unconditional letters of credit; the (rust
fund must have an expiration dale that at no
time is less than five years;

Alien mutual protection und indemnity
associations treated separately in new ‘AS
21.34.040(c)(6)
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(5) an insurance exchange crealcd

b1y ‘the laws of individual slates may qualify
if i

t maintains capital and surplus, or the
substantial equivalent, of not less Ilian
$50,000,000 'in the aggre?ate; for insurance
exchanges that maintain funds for the
protection of all insurance exchange
policyholders, each individual syndicate
shall” maintain - minimum_ capital “and
surplus, or the substantial equivalent, of
not less than $3,000,000; in the event the
insurance exchan?e (does not maintain
funds for the protection of all its
policyholders, “each individual _ syndicate
shall ' meet the minimum  requirements of
(1) or (2) of this subsectioni
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IComments

(5) an "insurance ,exchan?e" No change.
created by the laws of individual sfales may
qualify if it maintains capital and surplus,
or the substantial equivalent, of not less
than $50,000,000 in the aggregate; for
insurance exchanges that ‘maintain funds
for the protection of all insurance
exchanqe policyholders, each individual
syndicate shall” maintain  minimum _caﬁltal
and surplus, or the substantial equivalent,
of not less than $3,000,000; in the event the
insurance exchan?e ‘docs not maintain
funds for the protection of all its
policyholders, “each individual syndicate
shall“ meet the minimum _ requirements of
(1) u- (2) of this subsectioni



Mropocﬂd Legislation ~ |Existing  Statute IComments

® an alien mutual New. Revises capital and surplus and
protection and indemnity assoeiiitipn trust amount requirements for_ alien
may:— qualify under this subsection if mutual protection and indemnity
it iui- Lic minimum unimpaired hityic associations  to reflect their unique
financial  structure.

capital- and additional surplus cupul
lo- UuU- required in I domiciliary
sluxiadictitui__ai  sio.ouq-gqq-

whichever i greater. and maintains
in- Lhe— United _ States an irrevocable
trust fund N an amount not less than
SI.QQ.000 In a federally insured
bnak— acceptable lo lile director. as
seaurity to.,the full amount, for___ Lhe
protection of all HKs policyholders
and creditors or eachmember of the
mutual protection and Indemnity
association in Lhe United States; the
trust fund must oonsist of
instruments__ Ol substantially the
same character___and qualityas those
that arc eligible Investments for the
capital and Statutory reserves of
admitted |Insurers authorized 1w mite
JCl marine and transportation
insurance in this state or of
Irrevocable. clean. and

unconditional letters of credit__ Lhe
trust land must __ have an expiration
date that at no time i lessthan fiwe

years

o Sec. 120. AS21.34.040 is amended by adding
a new subsection to read:

Clarifies U. S. accounting standards must

(€) ~ The capital and surplus requirements .
of this section shall be calculated based be used to measure capital and surplus of
upon generally accepted accounting insurers.

practices of the United Stales of America.
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AS 21.34.060

Sec. 21.34.060, OTHER NONADMITTED
INSURERS ~ Only that portion of a risk

* See. 121. AS 21.34.060 is amended lo read:

Sec. 21.34.060, OTHER NONADMITTED

\ . Adds NAIC Madel provision requiring
INSURERS. Only that portion of a tisk ed

notice to the director when an unlis
nonadmittcd insurer is used by a surplus

1127192

eligible for export for which the full
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eligible for export for ‘which the full

amount of coverage is_ not procurable from amount of coverage is. not procurable from lines broker.
eligible surplus lines insurers may be eligible surplus lies insurers may be
Placed with another nonadmitted” insurer Placed with another nonadmitted insurer
hat docs not appear on the list of eligible hat docs not appear on the list of eligible
surplus lines nsurers published under surplus lines insurers published under
AS21.34 050 but nonetheless meets the AS 21.34.050 but nonetheless meets the
requirements of AS 21.34.040 and a requirements of AS 21.34.040 and a
requlation adopted under this chapter. The requlation adopted under this chapter. The
surplus lines “broker seekl_n% lo provide surplus lines ‘broker seekllnttq to provide
coverage through an unlisted nonadmittcd coverage through an unlisted nonadmittcd
insurer shall  within 30 davs ufler insurer shall make a filing specifying the
placing— LhE caycrggfi. aollfy o™ amount and percentage of each risk to be
director in _vvrll¥nc on a form placed and naming "each nonadmitted
prescribed bv Ihe director (MAKE A Insurer with which placements intended.
FILING SPECIFYING) the amount and Within 30 days after placmq the coverage,
percentage of each risk lo be placed and the surplus, lines broker shall also send
naming each nonadmitted insurer with written notice to the insured or the
wier phoenerts " Cinded Witn %0 podig, ke, fur W e, or o
days after placing the coverage, the surplus . 1S, :
ints b.rokerp shall also send \gvntten. nolice unlisted - nonadmitted ~ insurer.
to the insured and [OK| the producing
broker that the insurance, or a portion of it.
has been placed with the unlisted
nonadmitted insurer.
* Sec. 122.  AS 21.34.070(b) is amended to AS 21.34.070(h)

(b? _The director may issug an order (b) The director may declare a No change.
declaring a nonadmitted insurer ineligible nonadmittcd insurer ineligible if al any
if at any lime ihe director has reason to time the director has reason to believe "thai
believe "that the nonadmittcd insurer the nonadmiltcd insurer

(1) is in unsound financial (1) is in unsound financial No change.
condition; condition;

(2) is no longer eligible under (2) is no longer eligible under No change.

AS 21.34.040; AS 21.34.040;
_ s3) has wilfully violated Ihc laws of _ (3) lias wilfully violated the laws of Insurers inelignible lor listing and use it
this state or another state: or (his stale; or they violate the laws ol uiioihci slate.



_ ~ f4) docs m  eusonablv (4) does not make reasonably Insurers ineligible for listing and use if
investigate und malt REASONABLY1 Erompt payment of jusi losses and claims in they do not “reasonably investigate
his ‘slate “or elsewhere. claims.

Fr_ompt payment of just osscs und claims in
bis slate or another” stale (ELSEWIIEREI.

* Sec. 123, AS21.34.080 is repealed and AS 21.34.080

reenacted to read:

1127192 SxS

Sec. 21.34.080. EVIDENCE OF INSURANCE,
AFFIDAVITS, DUTY TO FILE, (a?_A sutPIus
lines broker shall execute and file with the
monthly report required b)( AS 21.34.170 a
written” report, which shall be kei)t .
confidential, regarding each surplus lines
insurance transaction ~ occurring in lhe
precle%mg calendar month.  The report must
Include

. (1) the name and address of the
insured;

. ~(2) the identity of each insurer
including the National ‘Association of
Insurance _Commissioners group and
company insurer number and the
percentdge of coverage provided by each;

~(3) a complete description of the
subject and location of the risk;

(4) the amount of premium
charged for the insurance; and

~(5) other information required by
the director.

(tri Instead of the report required in (ﬁ)
of this section, the director may order that
evidence of insurance be filed "with the
surplus lines association and (hat the
surplus lines association provide periodic
reports regarding insurance transactions to
the director.

Pace 20 7

AS 21.34.080. EVIDENCE OF INSURANCE.
AFFIDAVITS, DUTY TO FILE, (a) Within 30
days after the pIacm? of surplus lines
inSurance, each su_rﬁus lines broker shall
execute and file with the director a written
report, which shall be kept confidential,
regarding Ihe insurance. The report must
include “the following:

. (1) the name and address of the
insured;

(2) the identity of each insurer
andhpercentage of coverage provided by
each;

. (3[) a description of the subject and
location of the risk;

(4) the amount.
~(5)  other information required by
the director.
(c) The director may order that filings

required under this section be made to the
surplus lines association.

Coordinates due dale of a transaction
report to due date of monthly premium
report.

No change.

Adds NAIC company and group code
numbers for tracking and identification
purposes.

Editorial change.
Editorial change
No change.

Provides reporting alternative if reports
aﬁ made to a surplus lines association
office.
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(c) A producing broker shall execute and
file” with the director, or if ordered by the
director, with the surplus lines association,
on or before the end of each month on a
form prescribed by the director, and a
surPlus lines broker shall file with the
written report reﬂmred, by (a) of this_
section, for surplus lineS insurance first
placed or renewed in the precedin

calendar month, an affidavit that shall be
oPen to public inspection, as to the diligent
efforts to place Ihe coverage with admitted
insurers, and the results of those efforts.
The affidavit must contain a statement by
the broker that the insured was expressl
informed in writing hefore Placement 0
the surplus lines insurance that the surplus
lines insurer with whom the insurance was
to be B[aced Is not licensed in this, slate, is
not subject to this state's supervision, and in
the event of the insolvency of the surplus
lines insurer, losses will not be covered
under AS 21.80 (Alaska Insurance Guaranty
Association  Act).

+ Sec. 124, AS 21.34.090(a) is amended to

(@) A surplus lines association of surplus
lines brokers may be formed to

(1) facilitate and encourage
compliance by its members with the laws of
this state and the regulations relative to
surplus lines insurance;

(2) attend
of Insurance

National ~ Association
. Commissioners
meetings and oarllciDute in task
forces und work croups [PROVIDE
MEANS FOR THE EXAMINATION, WHICH
SHALL REMAIN CONFIDENTIAL. OF ALL
SURPLUS LINES COVERAGES WRITTEN RY ITS

TO DETERMINE WHETHER Till:

COVERAGES COMPLY WITH THE 1J\WS AND
REGULATIONS OF THIS STATE]|;

Paee 208

~(b)  Upon the placing of surplus lines
insurance, each producing broker shall
execute and maintain an “affidavit, which
shall be open to public inspection, as to the
diligent efforts to place the coverage with
admitted irsurancc and the results of those
efforts,  The affidavits shall be on a form
prescribed by the director.

AS 21.34.090(a)

(a) A surplus lines association of surplus
lines brokers may be formed lo

(1) facilitate and encourage
compliance by its members with the laws of
this stale and the regulations relative to
surplus lines insurance;

~(2) provide means for the
examination, which shall remain
confidential, of all surplus lines coverages
written by its members to determine
whether the coverages comply with the
laws and requlations of this State;

Provides reporting alternative if reports
are made lo a surplus lings association
office.  Adds notice requirement from
NAIC Model.

No change.

No change.

Allows participation in regulatory
development.
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~(3)  communicate with .
organizations of admitted insurers with
respect to the proper use of the surplus
lines  market;

(4) receive and disseminate to its
members Information relative to surplus
lines coverages; and

(5) contract with.. the. dinxlpr
to receive rcnorts and affidavits
under AS 21.34,080 that verifv thut
coverage_ has Dbeen placed with

eligible.... surplus lines..insurers. _ that
vefifv the amount of taxes under

AS 21.34.180 and fees under

AS 21.34.190 for surolus lines
Insurance for each surnlus lines
broker, and to prepare periodic
reports as retiulred bv the director
gRECEIVE AND COLLECT ON BEILALFOF THE
TATE AND REMIT TO THE STATE PREMIUM
RECEIPTS TAX I'OR SURPLUS LINES
INSURANCE].

Pace 20 9

Existing Statu

~(3) communicate with _
organizations of admitted insurers with
respect to the proper use of the surplus
lines  market;

(4) receive and disseminate to its
members Iinformation relative to surplus
lines coverages; and

(5) receive and collect on behalf of
the state and remit to the state premium
receipts tax for surplus lines insurance.

IComments

No change.

No change.

Allows director lo contract with surplus
lines association for data collection and
reporting.
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| Proposed Legislation | Existing Statute ICommenl>
¢« Sec. 125, AS 21.34.090(c) is repealed and AS 21.34.090(c)
reenacted to read:
(c) A surplus lines association is subject to (c) The director shall, at least once in Clarifies examination process under
the same penalties under this title as a three years, make or cause lo be made, an proposed Section 1
surplus lines  broker. examination of the surplus lines association.

The reasonable cost of an examination shall
be paid by the surplus lines association
upon presentation to it by the director of a
detailed account of the cost. The officers,
managers, agents, and employees of the
surplus lines association may be examined
at any time, under oath, and shall exhibit all
books, records, accounts, documents or
agreements governing its method of
operation.  The director shall furnish a copy
of the examination report to the .surﬁlus.
lines asrociation and shall notify it that it
may request a hearing on the report or on
any facts or recommendations contained _in
the report, if requested within 20 days. The
surplus lines association or any of its
members that the director determines has
violated this chapter is subject lo penalties
established in AS 21.34.230.

* Sec. 126.  AS 21.34.090 is amended by adding
a new subsection to read:

() The surplus lines association shall New
maintain its place of business in this slate.
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* Sec. 127. AS21.34.100(a) is amended to
read:

(@)  When sur'olus lines insurance is
placed, the surplus lines broker shall
within - 30 duvs _after placing the
coverage (PROMPTLY) deliver to the
insured or the produmn(ﬁ] broker Ihe policy,
or if the policy 'is not then available, a
certificate, cover note, binder, or other
evidence of insurance. The certificate,
cover note, binder, or other evidence of
insurance shall be executed by the surplus
lines broker and "halt contain” a complete
record of all Folgcy insuring agreements,
conditions, exclusions, clauses,
endorsements, other ma.erial facts that
would regularly be included in the policy,
description,, and location of the subject ol
insurance, a general description of the
covera(%es of the insurance, the premium
and rate charged and taxes to be collected
from the insured, the name and address of
the insured, the name of each surplus lines
insurer and the percentage of the entire
risk assumed by each, the name of the
surplus lines broker, and the license
number of the surplus lines broker.
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| Existing Statu ICommcnts

AS 21.34.100(a)

Editorial change clarifies “promptly" us

(@)  When surFIus lines insurance is ot
ayslII

placed, the surplus lines broker shall
promptly deliver to the insured or the
producing broker the policy, or if the
policy is not then available, a certificate,
cover note, hinder, or other evidence of
insurance.  The certificate, cover note,
binder, or other evidence of insurance
shall be executed by the surplus lines
broker and shall contain a complete record
of all policy insuring a?reements,
conditions, exclusions, clauses
endorsements, other  material facts that
would regularly be included in the policy,
description* and location of the subject of
insurance, a general description of " the
covera%es of the insurance, the premium
and rate charged and taxes to be collected
from the insured, the name and address of
lhe insured, the name of each surplus lines
insurer and the percentage of the  entire
risk assumed by each, the name of the
surplus lines broker, and the license
number of the surplus lines hroker.



| Proposed Legislation | Existing Statute ICommecnls
« Sec. 128. AS21.34.110 is amended to read: AS21.34.110
Sec. 21.34.110. SURPLUS LINES BROKER'S Sec. 21.34.110. SURPLUS LINES BROKER'S Editorial change.
DUTY TO NOTIFY INSURED. A contract of DUTY TO NOTIFY INSURED. A contract of
insurance placed by a surplus lines broker insurance placed by a surplus lines broker
under this chapter i1 [SHALL] not [BE] under this_chapter “shall not be binding
blndlng upon the insured and a premium upon Ihe insured and a premium charged
charged j& [SHALL] not [BE] due and payable shall not be due and payable until the
until the surplus lines broker has notified surplus  lines broker has notified  the
the insured in writing, a copy of which insured in writing, a copy of which shall be
shall be maintained %y the licensee with maintained by the licensee with the records
the records of the contract, available for of the contract, available for examination,
examination, that the insurer with which that the insurer with which the surplus
the surplus lines broker places the lines broker places the insurance is nol
insurance docs nol hold a certificate licensed by this state and is not subject to its
of authority issued 1IS NOT LICENSED! bv supervision, and in the event of the

this stale and is nol subject to its

supervision, and in lhe event of the
insolvency of the surplus lines insurer,
losses will not he covered under

AS 21.80  /Alaska Insurance _Guaranty
Association Actl IPAID BY THE STATE
INSURANCE GUARANTY FUND], Nothing in
this section shall nullify an agreement™ by
an insurer to provide ‘insurance.

msolvenc_Y of the surplus lines insurer,
losses will not be paid by the state
insurance quaranty fund. Nothing in this
section shall nullify an agreement by an
insurer to provide insurance.
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* See. 129. AS 21.34.130 is amended lo reud:

See. 21.34.130. EFFECT OF PAYMENT TO
SURPLUS LINIS BROKER. A payment of
Fremlum lo a surplus lines broker acting
or a person other than itself [ONHSHLF)
in negotiating, continuing, or reviewing
a policy of 1insurance under this chapter,
Is considered to be payment to the insurer,
notwithstanding conditions or stipulations
in the policy or contract to the contrary.

To be repealed. See See. 221

To be repealed. Sec See. 221

To be repealed. Sec See. 221

To be repealed. See Sec. 221

To be repealed. See Sec. 221
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* Sec. 121. AS 21.34.130 is amended to read:

See, 21.34.130. FIT'I-CT OF PAYMENT TO
SURPLUS LINIiS BROKER. A payment of
Premlum lo a surplus lines broker acting
or a person other than oneself in.
nelqotlatmg,. continuing, or reviewing a
policy of “insurance under this chapter, is
considered to be payment to the insurer,
notwithstanding conditions or stipulations
in the policy or contract to the contrary.

AS 21.34.140. L1CHNSING OF SURPLUS
LINIIS BROKIIRS. (a) An agent or broker
licensed by (he stale ‘may nol procure a
contract or policy of surplus lines
insurance with a nonadmitted insurer
unless the aPent or broker possesses a
current surplus lines broker license issued
by the director.

(b) The director shall issue a surplus lines
broker license to a qualified holder of a
current properly and casually broker's
license or geneéral agents license but only
when the broker or general agent has

~ (1) remitted the annual fee
established under AS 21.06.250,

~(2) submitted a comBIeted license
application on a form prescribed by the
director, and the application has been
approved by the director;

32} passed a qualifying examination
approved Dby the director;

Fditorial change.

Moved lo AS 21.27

Moved to AS 21.27

Moved lo AS 21.27

Moved to AS 21.27

Moved to AS 21.27
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To be repealed. Sec Sec. 221

To be repealed. See Sec. 221

To be repealed. See Sec. 221

To be repealed. Sec Sec. 221

To be repealed. See Sec. 221
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|Existing  Statute IComments

~(4) filed with the director, and Moved to AS 21.27
maintains during the term of license, un in-
force, unimpaired bond in favor of insureds
under this chapter and the state, in the
penal sum of $200.000, aggregate liability,
with corporate sureties approved by the’
director; ~ the bond shall ‘be conditioned in
that the surplus lines broker will conduct
business in accordance with the provisions
of this chapter, will promptly remit the
taxes provided by law, will “return premiums
Promptly when due and will pay proper
0SSeS promptI?/; a bond may nof be
terminated unless at least 60 days prior.
written notice is given to the surplus lines
broker and the director.

(c) If the director determines that a Moved to AS 21.27
surplus lines broker of another state is

competent and trustworthy, the director

may issue a nonresident surplus lines

broker license

(d) A firm or corporation is eligible for Moved to AS 21.27
license if the firm or corporation  complies
with AS 21.27.090(d) and 21.27.140.

(c) Each surplus lines broker license Moved to AS 21.27
expires on December 31 of each year and
shall be renewed before Decembel 2 of each
year upon payment of the annual fee, and
compliance with other provisions of this
section. A surplus lines broker who fails to
apply for renewal of the license hefore
December 2 shall pay a penalty of S100. A
surplus lines broker” who fails to apply for
renewal of the license before December 31
shall pay a penalty of $250 and any other
Fenaltles provided™ in this title before the
icense may be renewed.

(0. The requirements of (b)(4) .of this Moved to AS 21.27
section do not apply to an individual who

acts on behalf of a firm (hat files and

maintains in force the bond described in

(b)(42 of thir section The director may

adopt, by regulation, an alternative to" the

bond required by (b)(4) of this section.



* See. 130. AS 21.34.150 is amended to read:
Sec. 21.34.150. SURPLUS LINES BROKERS
MAY ACCEPT BUSINIISSROM OTHER
BROKERS. A surplus lines broker
licensed by this state may originate
surplus lines insurance or accept surplus
lines insurance from another [BROKE
(JR| surplus lines broker licensed Jt£ 1INJ
licensed by this state as to the kind
and class of insurance involved. The
surplus lines broker may compensate the
|o_roducmg ILICENSED1" broker or surplus
ines broker for the insurance.

To be repealed. See Sec. 221

To be repealed. See See. 221
To be repealed. Sec See. 221

To be repealed. See See. 221
To be repealed. See Sec. 221
To be repealed. See Sec. 221

To be repealed. See Sec. 221

To he repealed. See Sec. 221
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* Sec. 122. AS21.34.150 is amended to read:

AS. 21.34.150. SURPLUS LINUS BROKERS
MAY ACCEPT BUSINESSROM OTHER
BROKERS. A surplus lines broker may
originate surplus Tines insurance or “accept
surﬁlus lines insurance from another
broker or surplus lines broker licensed in
this state as to the kind of insurance
involved. ~ The surplus lines broker may
compensate the licensed broker or surplus
lines broker for the insurance.

AS 21.34.160. RECORDS OF SURPLUS LINES
BROKER.  (a) Each surplus lines broker
shall keep in the office a full and true
record of each surplus lines insurance
contract placed by ‘or through the surplus
lines broker, including a cop?]/ of the policy,
certificate, cover note, or other evidence of
insurance sho_wm? the following items as
may be applicable:

, 1) amount of insurance and perils
insured;

, (2) brief description of property
insured and its location;

(3) gross premium charged;
4) any return premium paid;

(
(SI) rate of premium charged upon
ra

the several items of properly;

) effective date of the contract,
and the ‘crms of the contract:

(7) name and address of the insured;

Clarifies that Alaska license Is required
for surplus lines broker placing Alaska
business.

Moved lo AS 21.27

Moved to AS 21.27
Moved to AS 21.27

Moved lo AS 21.27
Meved to AS 21.27
Moved to AS 21.27

Moved to AS 21.27

Moved to Af 21.27



To be repealed. See Sec. 221
To be repealed. Sec Sec. 221
To be repealed. See Sec. 221
To be repealed. See Sec. 221
To be repealed. See Sec. 221

To be repealed. See Sec. 221
To be repealed See Sec. 221

« Sec. 131, AS21.34.170 is repealed and
reenacted to read:

Sec. 21.34.170. MONTHLY REPORTS.
SUMMARY OF EXPORTED BUSINESS, (a) A
surplus lines broker shall file with the
director on or before the end of each
month, on forms prescribed by the
director, a verified report in duplicate of
all surplus lines insurance, by type of
insurance as required to be reported in
the annual statement that must be filed
with the director by admitted insurers.
The report must include all surplus lines
insurance transactions durmﬁ the
preceding calendar month showing the
aggregate gross ptemiums written,” the
a?gregate return premiums, the amount
of ‘aggregate tax remitted to this state, and
the amount of ag1gregate. tax remitted lo
each other state for ‘which an allocation is
made under AS 21.34.150.
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, (8) name and address of the
insurer;

&9) amount of lax and other sums to
be collected from the insured;

, (10) any evidence of insurance
issued in compliance with AS 21.34.160;

(11) identity of the producing
broker;

(12) anfy confirming .
correspondence from the insurer or its
representative; and

(13) the application.

(b) The record of each contract shall be
kept open at all reasonable limes to _
examination by the director without notice
for a period of not less than five years
following termination of the confract.

AS 21.34.170

AS 21.34.170. MONTHLY REPORTS,
SUMMARY OF EXPORTED BUSINESS. Onor
before the end of each month, each surplus
lines broker shall file with the director, on
forms prescribed by the director, a verified
report In duplicate "of all surplus lines
insurance transacted during the preceding
calendar month showing aggre([]ate gross
premiums written and ~aggregate return
premiums by kind of insurance.

Moved to AS 21.27
Moved to AS 21.27
Moved to AS 21.27
Moved to AS 21.27
Moved to AS 21.27

Moved to AS 21.27
Moved to AS 21.27

Clarifies process. Includes new lax
allocation ~ provision from NAIC Model.
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Sb) Instead of the report required under
Ea of this section, the director may order
hat evidence of insurance be filed with
surplus lines association and that the
association file periodic reports_ regarding
insurance transactions to lhe director.

* Sec. 132, AS21.34.180 is repealed and
reenacted to read:

Sec. 21.34.180. SURPLUS LINES TAX. (a)
Gross premiums charged, less any return
premium, for surplus™ lines insurance arc
subject to a premium receipts lax of 2.7
percent, that shall be collected by the
surplus lines broker in addition to the full
amount of the gross premium charged hy
the insurer for the insurance. The tax on
any portion of the premium unearned at
termination of the insurance that is
credited by the slate to the surplus lines
broker shall be returned to the .
Bollcyholder directly by the surplus lines
proker ot through " the producing broker,
if any. If a surplus lines policy procured
through a surglus lines broker” covers
BropertP/ or subject resident, located, or to
e performed hoth inside and outside of
this slate, the tax payable shall be
computed on that portion of the gross
%remlums properly allocated to this slate.
he surplus lines broker may not absorb
the lax or any part of it and ‘may nol
rebate the tax or a part of the tax.

(b) The surplus lines tax is due and shall
be paid to the director at the end of
Januarg, April, July, and October. The fax
shall Dbe reported "on forms prescribed b

the director for all insurance transacte

under this chapter during the preceding
calendar quarter.
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AS 21.34.180

AS 21.34.180. SURPLUS LINES TAX. (a)
Gross premiums churged, less any retumn
premium, for surplus lines insurance arc
subject to a premium receipts tax as outlined
in AS 21.09.210, which shall be collected by
the surplus lines. broker as specified by the
director, in addition to the full amount’of
the %ross premium char%ed by the insurer
for the insurance. The tax on any portion
premium unearned at termination of

been credited bg the state
nes broker shall be

of the |
Insurance havm?
to the surplus i

returned to the policy holder directly by the

sutplus lines broker “or through Ihc

Broducmg broker, if any. The surplus lines
frokter may not ahsorb ‘the tax or any part
of it

(b) The surplus lines tax is due on the
second da%_ of March following the calendar
Year in_which the premium is written.  The
ax shall be paid to and reported on forms
prescribed by the director, or upon the
director's order paid to and reported on
forms prescribed by the surplus lines
association.

[Comments

Allows surplus lines association lo collect
data and report to director.

Clarifies anIicabIe tax rate. Language

"resident, located or to be performed in

this state" added for consistency with.the
scope of the Title.

Provides quarterly tax payments.
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Jc). If Ihc tax is nol paid when due, an
additional laic payment fee or S2S0 plus
two percent of the tax due per month, or
part of a month, shall become due and
payable by the surplus lines broker.

(d) If a surplus lines policy procured
through a licensed surplus lines broker
covers property, a subject, or exposure
onIY partially resident, ‘located, or to be
performed in this state, the tax payable
shall be computed on the Bortlons of the
premium that are attributable lo the
proPerty or,subg]ect located or to be
Per ormed in this stale. In determining
he amount of a premium taxable in this
slate, all premiums written, procured, or
received in this state shall be considered
written on property or subject located or
resident in this state, except premiums
that are properly allocated or apportioned
and reported as ‘taxable premiums of a
reciprocal state, The tax payable to this
state may not be less than the tax due
under this section, except that if the
amount of tax due under this section is less
than $50 in any jurisdiction, it shall be
payable in the jurisdiction in which the
affidavit required in AS 21.34.080 s filed.

(c) The director shall, at least annually,
furnish to the commissioner, director, or
superintendent of a reciprocal stale a
copY of all filings reporting an allocation
of tax as required by Fd) of this section.
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| Existing

Statute

(c) If a surplus lines policy procured
through a surplus lines broker “covers risks
0r exposures only partlaII?/ located or to be
performed in this slate, the tax payable
shall be computed on the portions 0f ihc
premium properly attributable to the risks
or exposures located or to be performed in
this slate as follows:

(1) if (he risk insured is real or
personal property, the percentage of the
entire tax that is” due to this state is the same
as the percentage of the entire risk that is
located in is state, computed on the same
basis as was employed to calculate the
insurable value of "the risk;

~(2) if (he risk_insured is business
operations, general liability or employee
benefits, the  percentage of the entire "tax
that is due to this state is the same as the
percentage of the insured business ,
operations or employees that are located in
this stale.

[Commcnts

New. Provides late payment fee and
interest for late payment of taxes.

Revised to reflect NAIC Model tax
allocation.  Language ‘"resident, located
or to be performed ‘in this state" added
fTO'%I consistency with.the scope of the
itle.



$

| Proposed Legislation | Existing Statute I(Coinincnts ~
(0 In determining Ihc amount of gross (e) If a multi-state risk has a portion of Revised to reflect allocation schedule
premiums taxable in this state for a that risk located within thi« state, the common lo all unauthorized insurance.
placement of surplus lines insurance surplus lines broker will ren it payment of Language “resident, located or lo be
covering a subject resident, located, or to taxes collected in (his state i> accordance performed in this stale” added for
be performed both inside and outside this with lhe provisions of (c) of this section. consistency with.the scope of the Title.

state, the lax due shall be computed on that
portion of the policy premium that is
attributable to a subject resident, located,
or to be performed in this state and that
relate to the kind of insurance being
placed as determined by reference to an
allocation schedule as follows:

(1) if a policy covers more than Sec comments on AS 21.34.180(0.

one classification,

(A) for any portion of the See comments on AS 21.34.180(0.

coverage identified by a
classification on the allocation
schedule, the tax shall be computed
by using the allocation schedule for
the corresponding portion of the
premium;

(B) for any portion of the See comments on AS 21.34.180(0.
coverage nol i'entificd by a
classification on the allocation
schedule, the tax shall be computed
by using an alternative equitable
method of allocation for the
property or subject;

(C) for any portion of the Sec comments on AS 21.34.180(0-
coverage where the premium is
indivisible, the tax shall be
computed by using the method of
allocation that pertains to the
classification describing the
predominant coverage;
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