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"An Act amending Alaska Rule of Criminal Procedure 6(r) relating to admissibility of hearsay evidence by
peace officers before the grand jury."
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FISCAL NOTE

STATE OF ALASKA
1994 LEGISLATIVE SESSION

Revision Date: February 16. 1994

No. 4

&l Version:

he 523

) Pbliish Date: 3/9/96

Department Affected:Department of Law

Prosecution

Title: "...relating to admissibility of hearsay evidence BRU:
by peace officers before a grand jury." Component:
Sponsor: Rules/Reguest of Governor

All

Requestor: Governor's Office

'EXPENDITURES/REVENUES:

OPERATING FY 95 FY 96 FY 97
PERSONAL
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND &
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING -0- -0- -0-

CAPITAL

REVENUE

FUNDING:

1002 Federal

1003 GF Match

1004 GF

1005 GF/Program

1006 GF/MHTIA

OTHER

TOTAL -0- -0- -0-
POSITIONS:

FULL-TIME -0- -0- -0-
PART-TIME

TEMPORARY

Estimate of current year (FY94) impact: -0-

ANALYSIS: (Attach a separate page if necessary.)
Please see the attached analysis.

™1 tx-v
Prepared by: Richard I. Psauies. Director
Division: Administxative, Services Division 0| Al
« X | cd4. I'Lv A/A«d-]
Approved by Commissioner: Bruce M. BotelhoLAnornev General

Agency: Department of Law

COMPONENT SERIAL NO.

Phone:
Date:

Date:

FY 98 FY 99
-0- -0-
-0- -0-
-0- -0-

465-3672

February 16. 1994

February 16. 1994

0085 through 0090

FY 00
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For further distribution iatonrtaTtppiceildne.Governor's Legislative Office
E PR CODy

Page

1 of

L



FISCAL NOTE

STATE OF ALASKA BILL NO.
1994 LEGISLATIVE SESSION

ANALYSIS CONTINUATION:

This bill amends Alaska Rule of Criminal Procedure 6(r) to permit peace officers to testify before a grand jury as
to what their fellow officers saw or heard - for example, as to the contents of their fellow officers' official police reports.

The language in Rule 6(r) presently prohibits virtually all hearsay testimony before the grand jury. Consequently,
if several officers were involved in an investigation, ail must testify before the grand jury even if the involvement of some
was minor or insignificant. The change proposed in the bill is similar to testimony already permitted by the federal courts
in Alaska. For instance, the lead case agent on a particular investigation testifies before the federal grand jury about the
entire scope of what was learned during the investigation. If 12 law enforcement agents were involved, the federal court
rules do not require all 12 agents to personally appear and testify before the grand jury. The federal rules allow for just
one case agent to appear and testify before the grand jury leaving the other 11 agents available on the street to fight
crime. The bill seeks the same result for Alaska's peace officers, and that is to return them to the street to fight crime.
The bill will not have a fiscal impact for the Department of Law. It will make far more efficient use of law enforcement

officers' time.

Page 2 of 2
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"An Act amending Alaska Rule of Criminal Procedure 6(r) reladng to admissibility of hearsay evidence by
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FISCAL NOTE

STATE OF ALASKA
1994 LEGISLATIVE SESSION

Revision Date:

Title: Hearsay Evidence

Sponsor: Rules hv Renuesr

Requestor: Governor

BILL

Dept. Affected:

->,

oill Version:

) Publish Date:  3/9/9%4.

Puhlir: Safety

BRU: ASH

Component: Detachments

COMPONENT SERIAL

EXPENDITURES/REVENUES: (Thousands of Dollars) (inflation not included)

OPERATING FY 95 FY 96
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

TOTAL OPERATING -0- -0-
CAPITAL EXPENDITURES -0- -0-
CHAMGE M REVENUES ( 1 -0- _0-

Revenue Code

FUNDING: (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receiots

1006 GF/MHTIA

Other

TOTAL -0- _0-
estimate of current year (FY 94) impact: $
POSITIONS:

FULL-TIME 0 0
PART-TIME 0 0
TEMPORARY 0 0

ANALYSIS: (Attach a separate page if necessary.)

Prepared By: Lee Ann-Lucas

Division:

Approved by Commissioner:

Agency:

FY 97

Rnrrnn. Dent, nf Pnhlic Safety
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR®S LEGISLATIVE OFFICE

NO.

FY 98

799

FY 99

465-4322
2/22/94
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STATE OF ALASKA

1994 LEGISLATIVE SESSION

Revision Dale:

FIS CAL

Title: “An Act relating to admissibility ol hearsay...*
Sponsor:
Requestor: Governor

Expenditures/Revenues

OPERATING EXPENDITURES FY95
PERSONAL SERVICES 0.0
TRAVEL 0.0
CONTRACTUAL 0.0
SUPPLIES 0.0
EQUIPMENT 0.0
LAND & STRUCTURES 0.0
GRANTS, CLAIMS 0.0
MISCELLANEOUS 0.0
TOTAL OPERATING 0.0
[CAPITAL EXPENDITURES 0.0
CHANGE IN REVENUES ( ) 0.0

FUND SOURCE
1002 Federal Receipts 0.0
1003 GF Match 0.0
1004 GF 0.0
1005 GF/Program Receipts 0.0
1006 GF/MHTIA 0.0
Other 0.0
Total 0.0
Estimate of current year (FY94) cost:
POSITIONS:

FULL-TIME 0
PART-TIME 0
TB/FORARY 0
ANALYSIS: (Attach a separate page if necessary)
Prepared by: John Salami, Public Defender
Division: Public Defender Agency

Approved by Commissioner:

FY96

none

Nancy Bear Usera

Agency: Administration
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFRCE
For further distribution information call the Governor's Legislative Office
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(Thousands of Dollars)

FY97
0.0
0.0
0.0
0.0
0.0
0.0
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0.0
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0.0
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0.0
0.0
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0.0
0.0
0.0
0.0

o

A
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FY98 FY99

0.0 0.0
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0.0 0.0
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No. |

&l Version: HB 523
FISCAL NOTE ) Publish Date:  3/9/9%4

STATE OF ALASKA BILL
1994 LEGISLATIVE SESSION
Revision D a to : Dopi. AKociod: Administration
Title: ‘An Act relating to admissibility ot hearsay...* EFU: Office ol Public Advocacv

Component: Office of Public Advocacy
Requestor: Governor COMPONENT SE1UAL NO. 43
Exoenditures/Revenues (Thousands of Dollars)

OPERATING EXPENDITURES FY95 FY96 FY97 FY98 FY99 FYO0O
PERSONAL SERVICES 0.0 0.0 0.0 0.0 0.0 0.0
TRAVEL 0.0 0.0 0.0 0.0 0.0 0.0
CONTRACTUAL 0.0 0.0 0.0 0.0 0.0 0.0
SUPPLES 0.0 0.0 0.0 0.0 0.0 0.0
EQUIPMENT 0.0 0.0 0.0 0.0 0.0 0.0
LAND & STRUCTURES 0.0 0.0 0.0 0.0 0.0 0.0
GRANTS, CLAIMS 0.0 0.0 0.0 0.0 0.0 0.0
MISCELLANEOUS 0.0 0.0 0.0 0.0 0.0 0.0
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
CAPITAL EXPENDITURES 0.0 | 0.0 0.0 0.0 0.0 0.0
CHANGE IN REVENUES ( ) 0.0 0.0 0.0 0.0 0.0 0.0

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts 0.0 0.0 0.0 0.0 0.0 0.0
1003 GF Match 0.0 0.0 0.0 0.0 0.0 0.0
1004 GF 0.0 0.0 0.0 0.0 0.0 0.0
1005 GF/Program Receipts 0.0 0.0 0.0 0.0 0.0 0.0
1006 GF/MHTIA 0.0 0.0 0.0 0.0 0.0 0.0
Other 0.0 0.0 0.0 0.0 0.0 0.0
Total 0.0 0.0 0.0 0.0 0.0 0.0
Estimato of current year (FY94) cost: none
POSITIONS:
FUU.-TIME 0
PART-TIME 0 0 0
TEMPORARY 0 0
ANALYSIS: (Attach a separate page if necessary)
Prepared by: Brant McGee, Public Advocate Phone: 274-1684
Division: Office of Public Advocacy Date:
i
Approved by Commissioner: Nancy Bear Usera J p . / Date:
Agency: Administration mip -/
PREPARER TO PROVIDE ALL DISTRIBUTIONCOPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office Pp 101
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WALTER J. HICKEL p. C. sox NCOOI
Juneau. Alaska SS011-QCG1

>307) *155-3500

State of A LA SIJKA

office: of the go'
JUuxeau

March 9, 1994

Tha Honorable Ramona L. Barnes
Speaker of the House

Alaska State Legislature

State Capitol

Juneau, AK 99801-1102

Dear Speaker Barnes:

Under the authority of art. 1ll, sec. 18, of the Alaska Constitution, | am transmitting a
bill that amends Alaska Rule of Criminal Procedure 6(r) to allow one peace officer,
such as an Alaska state trooper or police officer, to testify at grand jury as to what
another peace officer heard, said, or did in the course of a criminal investigation. This
will reduce the number of peace officers that must be involved and required to testify
when a case is presented to a grand jury, especially when the peace officers may
have only played a minor role in the investigation.

In federal courts in Alaska, the lead case agent on a particular investigation simply
comes before the federal grandjury and testifies about the entire scope of what was
learned during the course of an investigation. If 12 law enforcement agents were
involved, the federal court rules do not require all 12 agents to personally appear and
testify before the grand jury. The federal rules allow fo, just one case agent to appear
and testify before the grand jury -- leaving the other 11 agents available on the street

to fight crime.

This is not the situation in Alaska's state courts. Because hearsay eviuence is
generally not allowed to be presented before the grand jury in criminal cases, the lead
peace officer investigating the case cannot simply testify about what that officer
learned from fellow officers conducting the investigation. The lead officer cannot even
testify before the grand jury about what that officer heard over police radio - the
police dispatcher who made the particular radio transmission must be called into court
to testify about the statement in person. It frequently takes many work hours to
prepare, and to be present to testify.

SfottSoP S57XTE>Y)EFIT



The Honorable Ramona Barnes
March 9, 1994
Page 2

As the federal courts in Alaska routinely prove, Alaska's hearsay rule does not provide
any greater protection of the constitutional rights of Alaskans than does the federal
practice. The present state court rule unnecessarily pulls dozens of peace officers off
patrol every month simply to wait around to testify.

The language in Alaska Rule of Criminal Procedure 6(r), which presently prohibits
virtually all hearsay testimony in the grand jury, should be amended to permit peace
officers to testify as to what their fellow officers saw or heard -- for example, as to the
contents of their fellow officers' official police reports. The state is presently facing a
projected decline in revenue. This simple, constitutional, rule change can reduce
grand jury costs to the state by allowing one officer, rather than mtany, to present the
relevant evidence, at the same time freeing up nontestifying officers to do essential
public protection duties. |If this bill is enacted, we could save money and keep
Alaska's police and troopers out on the street fighting crime, without affecting the

guality of evidence presented to the grand jury.

| urge your favorable action on this bill.

Sincerely,

Governor
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This bill will put Alaska's police back on the street by amending
Criminal Rule 6(r) to allow one police officer to testify at grand jury as
to what their fellow officers heard, said, or did in the course ofa
criminal investigation. This will reduce the numberofofficers that
are routinely tied up in court when a case is presented to a grand

jury.

In Alaska's federal courts, the lead agenton a particular case
simply comes before the grand jury, and testifies about the full scope
of what was learned during the course of an investigation. If twelve
FBI agents were involved, they don't call all twelve agents in before
the grand jury. Theyjust call in the lead agent—and leave the other
eleven free to be out on the street fighting crime.

Not soin Alaska's state courts. Because hearsay is generally not
allowed in the grand jury, the lead police or trooper investigator
cannot simply testify about what he or she learned from fellow cops.
They can't even tell the grand jury about what they heard over the
radio-all of their fellow cops have to be called off the job and into
court to testify about it in person.

As the federal courts in Alaska routinely prove, this expensive
and unnecessary rule does absolutely nothing to protect the
constitutional rights of Alaska's citizens. All it does ipull dozens of
cops and troopers offfpatrol week in and \reek out. They cool their
heels in the D.A.'s office or the courthouse, invariably spending many
wasted hours simply waiting around to testify,

The language in Criminal Rule 6(r)(l), which presently prohibits
virtually all hearsay testimony in the grand jury, should be amended
to permit peace officers to testify as to what their fellow officers saw
or heard. This simple, constitutional rule change can reduce grand
jury costs to the State—and at the same time free up more police.
Let's save money and put Alaska’s police and troopers back out on the
street where they belong-fighting crime.






FISCAL NOTE

STATE OF ALASKA BELL NO.

1094 LEGISLATIVE SESSION

Revision Date:

Title: Omnibus Insurance Reform BRU: Insurance

Component:  Operations

Sponsor:  House Labor & Commerce CommitCee
Requestor: COMPONENT SERIAL NO. 354

Expenditures/Revenues:

OPERATING EXPENDITURES FY 95 FY 96 FY 97 FY 98 FY 99
PERSONAL SERVICES 0 0 0 0 0
TRAVEL 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0
SUPPLIES 0 0 0 0 0
EQUIPMENT 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0
GRANTS, CLAIMS 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0
TOTAL OPERATING 0 0 0 0 0
CAPITAL EXPENDITURES 0 0 0 0 0
CHANGE IN REVENUES ( ) 0 0 0 0 0

FUND SOURCE

1002 Federal Receipts 0 0 0 0 0
1003 GF Match 0 0 0 0 0
1004 GF 0 0 0 0 0
1005 GF/Program Receipts 0 0 0 0 0
1006 GF/MHT1A 0 0 0 0 0
Other 0 0 0 0 0
TOTAL 0 0 0 0 0
Estimate of current year (FY 94) cost: $ 0
POSITIONS
FULL-TIME 0 0 0 0
PART-TIME
TEMPORARY 0 0 0 0
ANALYSIS: (Attach a separa'e page if necessary.)
No fiscal impact

Prepared by:  Joan Brown, Administrative Officer Phone:  465-2597

Division:  Insurance Date: 3/25/94

Approved by Commissioner: PaulFuhs f

Agency: Commerce and Economic DevelopmWfT (T Date:

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office

Rev 11/93
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HB 334

Department Affected: Commerce and Economic Development
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Proposed Legislation

* Section 1. AS 06.20.260(a) is amended to

read:

(a) A further or other charge or
amount for an examination, service, brokerage
com mission, expense, fee, bonus, or other thing
may not be directly or indirectly charged,

extracted for, or received except

(1) lav/ful fees actually paid
out by the licensee to a public offioer for filing
recording, or releasing any instrument securing
the loan, or for transferring certificate of title to
a motor vehicle securing the lien or nothing on

that certificate;

(2) premiums actually paid
out for insurance on any one or combination of
the following: pledged property of the borrower,
or consumer credit [LIFE insurance; in thi9
paragraph '"consumer credit insurance” has the
m eapn.in iven in AS 21.57.160 [ON THE LIFE
OF bNE M OKE BORROWERS, CREDIT
LOSS OF INCOME INSURANCE, OR CREDIT
DISABILITY INSURANCE TO PROVIDE
INDEMNITY FOR PAYMENTS BECOMING
DUE ON THE INDEBTEDNESSI];

(3) taxable costs and
expenses to which the licensee becomes entitled
under general law in any court proceedings to
collect a loan or to realize on the security after

default'

(4) reasonable fees paid by a
licensee for appraisals, surveys, and title
insurance or reports if the loan is secured by an

interest in real estate;

(5) a late payment fee of not
more tha i 10 percent of the payment that is

due or $. 5, whichever is less.

* Sec. 2. AS 06.20.287(a) is amended to read:

JT/mme332.jt

E xisting Statutes

(a) N o further or other charge or
amount for any examinations, service,
brokerage com mission, expense fee, bonus, or
other thing shall be directly or indirectly

charged, contracted for, or received except.

(1) law ful fees, actually paid
out by the licensee to a public officer for filing,
recording, or releasing any instrument securing
the loan, or for transferring certificate of title to
a motor vehicle securing the lien or noting a

lien on that certificate;

(2) premiums actually paid
out for insurance on any one or com bination of
the following: pledged property of the
borrowers, credit losb of income insurance, or
credit disability insurance to provide indem nity
for payments becoming due on the

indebtedness;

(3) taxable costB and
expenses to which the licensee becomes entitled
undv'T general law in any court proceedings to
collect a loon or to realize on the security after

default;

(4) reasonable fees paid by a
licensee for appraisals, surveys, and title
insurance or reports if the loan is secured by an

interest in real estate;

(6) a late payment fee of not
more than 10 percent of the payment that is

due or $15, whichever is less.

Com ments

Editorial

Editorial

changes.

changes.

< jP

PACK

March 31, 1994



Proposed Legislation

(a) A licensee mav obtain consumer
credit [LIFE, CREDIT DISABILITY,] SH3
property insurance on open-end loan under this
chapter. The consumer credit ITIFE AN D
CREDIT DISABILITY] insurance obtained by a
licensee shall satisfy the requirements of AS
21.57. The property insurance obtained by a
licensee shall satisfy the requirements of A S
21.39 and AS 21.42. The licensee shall comply
with AS 21.36.160 and 21.36.165 during all
transactions with borrowers involving consumer
credit [LIFE, CREDIT DISABILITY] a53

property insurance.

* Section 3. AS 21.03.010 is amended by

adding a new subsection to read:

(c) A person who transacts insurance in
this state, or relative to a subject resident,
located, or to be performed in this state as or on
behalfofa risk retention group or purchasing
group formed under and in com pliance with
15 U.S.C. 3901 - 3906 (Liability RiBk Retention
Act) and any amendments to it, shall com ply

with the applicable provisions of this title.

* Sec. 4. AS 21.06.080 is amended by adding

a new subsection to read:

JT/mme332.jt

E xisting Statutes

(a) A licensee may obtain
credit disability, and property

open-end loans under this chapter.

Com ments

credit life,
insurance on

The credit

life and credit disability insurance obtained by

a licensee shall satisfy the

requirements of AS

21.57. The property insurance obtained by a

licensee shall satisfy the requirements of AS

21.39 and AS 21.42. The

shall com ply

with AS 21.36.160 and 21.36.165 during all

transactions with borrowers

life, credit disability and property

credit

insurance.

Amends this section to explicitly extend
the Scope of Code to include risk retention
groups and purchasing groups as requested by

the N AIC accreditation team .

This new subsection adds to the
director’'s general powers and duties the ability

to respond to a catastrophe.

March 31, 1994



Proposed Legislation E xisting Statutes Comments

(e) If the director determ ines that a
catastrophe hae occurred in this state and in
good faith believes that the Governor or the
President of the United States has issued or iB
about to issue a declaration of disaster, the
director m ay take any action that the director
deem s necessary to respond to the disaster in
order to assure the continuity and stability of
the insurance market in this state, to protect
policyholders and the public, or to prevent
aggravation of the disaster including issuing an
emergency order tem porarily suspending
specific provisions of this title. Until the
declaration of the disaster has been lifted, the
director m av take action to respond to the
disaster without a hearing. An action taken
under this subsection may notrem ain in effect
more than six months from the date that the
director determ ines that a catastrophe has
occurred unless, after a hearing, the director
determ ines that an action is still necessary to

respond to the disaster.

*Sec. 5. AS 21.06.160(g) is amended to The amendment to this subsection

read: allows the director to close a hearing on an
examination if the director finds that the
closure is necessary to protect someone from

unwarranted ipjury or is in the public interest.

(g9) The director may withhold a (g) The director may withhold a
document, inform ation, account, record, document, inform ation, account, record,
examination, or report from the public exam ination, or report from the public
inspection for as long aB the director finds the inspection for as long as the director finds the
withholding is necessary to protect a person withholding is necessary to protect a person
against unwarranted ipjury or is in tne public against unwarranted ipjury or is in tne public
interest. The director m ay close an interest. The director may publish the
exam ination hearing to the public when exam ination report or a summary ofitin a
the director finds the closure is necessary new spaper in tne state if the director
to protect a person against unwarranted determ ines that the publication is in the public
m iurv or is in the public interest. The interest.

director m ay publish the exam ination report or
a summary ofitin a newspaper in the state if
the director determ ines that the publication is

in the public interest.

JT/rame332.jt -3- March 31, 1994



Proposed Legislation

*Sec. 6. AS 21.09.110 is amended to read:

See. 21.09.110. APPLICATION FOR
CERTIFICATE OF AUTHORITY. To apply for
an original certificate of authority an insurer
shall file with the director its application” [(]
accompanied by the applicable fees set under
AS 21.06.250/)] showing its name, location of
its hom e office or principal office in the United
States [Qifan alien insurerO], kinds of
insurance to be transacted, date oforganization
or incorporation, form of organization, state or
country of dom icile, and additional inform ation
that the director m ay reasonably require,
together with the following documents, as

applicable:

(1) if a foreign insurer, a
copy of its corporate charter or articles of
incorporation, with all amendments certified by
the public officer with whom the originals are

on file in the state or country of dom icile;

(2) ifareciprocal insurer,
copies of thepower of attorney ofits attorney-
in-fact and of its subscribers’agreement, if any,

certified by its attorney-in-fact;

(3) a copy ofits financial
statement as of the preceding December 31, and
all subsequent quarterly financial statem ents,
sworn to by at least two executive officers of the
insurer, or certified by the public insurance
supervisory official of the insurer’'s state of

dom icile or of entry into the United States;

JT/mme332.jt

E xisting Statutes

SECTION 21.0.U10. APPLICATION
CERTIFICATE OF AUTHORITY.

FOR

To apply for
an original certificate of authority an insurer
shall file with the director its application
(accom panied by the applicable fees set under
AS 21.06.250) snow ing its name, location of its
hom e office or principal office in the United
States (ifan alien insurer), kinds of insurance
to be transacted, date oforganization or
incorporation, form oforganization, state or
country of dom icile, and additional inform ation
that the director m ay reasonably require,
together with the following documents, as
applicable:

(1) if a foreign insurer, a copy of

its corporate charter or articles of incorporation,

with all amendments certified by the public
officer with whom the originals are on file in

the state or country of domicile;

(2) if a reciprocal insurer, copies
of the power of attorney ofits attorney-in-fact
and ofits subscribers’ agreement, if any,

certified by its attom ey-in-fact;

(3) a copy ofits financial
statement as of the preceding December 31, and

all subsequent quarterly financial statements,

sworn to by at least two executive officers of the

insurer, or certified by the public insurance
supervisory official of the insurer’'s state of

dom icile or of entry into the United States;

Com ments

The amendment to this section removes
the requirement that insurers applying for
their Certificate of Authority (COA) submit
specimen copies of their policy forms and rates
with their CO A application, and instead
specifies that these policy forms and rates
should be subm itted under new sections

AS 21.39.040(j) or 21.42.120(g).

N /C

N /C

N /C
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(4) a copy of the report of

last exam ination, if any, made of the insurer,

certified bv the insurance supervisory official of

its state of dom icile or of entry into tne United
States;

(5) appointment of the
director under AS 21.09.180, as its attorney to

receive service oflegal process;

(6) if a foreign or alien

insurer, a certificate of the public official having

supervision ofinsurance in its state or country

of dom icile, or state of entxy into the United

States, showing that it is authorized to transact

the kinds ofinsurance proposed to be

transacted in this state;

(7) it alien insurer, a
copy of the appointment and authority of its
United States manager, certified by its officer

having custody of its records; and

(8) if a foreign insurer, a
certificate as to deposit if it is to be tendered

under AS 21.09.090T(;

(9) SPECIMEN COPIES OF
POLICIES PROPOSED TO BE OFFERED IN
TfflS STATE IF THEN AVAILABLE,
TOGETHER WITH PREMIUMS OR PREMIUM
RATES APPLICABLE IF THEN KNOWN, OR
A DECLARATION THAT THE RATES AS
APPLICABLE WILL BE THOSE
PROMULGATED BY DESIGNATED RATING
ORGANIZATIONS AUTHORIZED TO FILE
RATES IN THIS STATE ON BEHALF OF THE
INSURER OR BY THE INSURER].
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(4) a copy of the report of last
exam ination, if any, made of the insurer,
certified by the insurance supervisory official of
its state of dom icile or of entry into tne United

States;

(5) appointment of the director
under AS 21.09.180, as its attorney to receive

service of legal process;

(6) if a foreign or alien insurer,
a certificate of the public official having
supervision ofinsurance in its state or country
of dom icile, or state of entry into the United
States, showing that it is authorized to transact
the kinds ofinsurance proposed to be

transacted in this state;

(7) if an alien insurer, a copy of
the appointment and authority ofits Unitea
States manager, certified by its officer having

custody of its records;

(8) if a foreign insurer, a
certificate as to deposit if it is to be tendered

under AS 21.09.090;

(9) specimen copies of policies
proposed to be offered in this state if then
available, together with premiums or prem ium
rates applicable if then known, or a declaration
that the rates as applicable will be those
promulgated by designated rating organizations
authorized to file rates in this state on belialfof

the insurer or by the insurer.

Com ments

N /C

N /C

N /C

Editorial

Editorial

Deleted.

subsection

This section

replaced by the
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* Sec. 7. AS 21.09.110 is amended by adding

a new subsection to read:

(b) Policy forms and rates that
require approval under AS 21.39 or AS 21.42
shall be subm itted under AS 21.39.040¢(j) or
21.42.120(g) and may not be submitted with the

application for certificate of authority.

* Sec. 8. AS 21.09.130 (b)is amended to

read:

(b) Ifnot continued by the insurer,
its certificate of authority shall be suspended
[EXPIRES] at midnight on June 30 following
the failure of the insurer to continue it in force.
The certificate of authority shall expire on
June 30 one year follow ing its suspension
due to failure to continue the certificate of
authority. The director shall prom ptly notify
the insurer of the occurrence of a failure that
may result in suspension [RESULTING IN
IM PENDING EXPUM 'hO N1 ofits certificate
of authority.

* Sec. 9. AS 21.09 is amended by adding a

new section to read:

JT/mroe332.jt
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(b) 1fnot continued by the insurer, its

certificate of authority expires at midnight on

June 30 following the failure of the insurer to
continue it in force. The director shall promptly

notify the insurer of the occurrence of a failure

resulting in impending expiration of its

certificate of authority.

Com ments

The addition ofa new subsection
requires that policy form and rate filings by
subm itted for approval under the appropriate
statutes in Chapter 39 and 42 and tnat the
filings may not be submitted with the

application for certificate of authority.

The amendment to this subsection
provides for a suspension of the certificate of
authority instead ofcancellation if the insurer
fails to file the form s or pay the fee to continue
the certificate of authority. This change is to
prevent insurers from ending regulation by

Alaska Division of Insurance when issues

regarding insurance operations may still be
outstanding. It provides a one year suspension
peiiod.

This is a new section which provides a
process for an insurer to voluntarily surrender
their certificate of authority from Alaska. To
surrender the insurer must be in com pliance

with Alaska

March 31, 1994
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Sec. 21.09.135. VOLUNTARY
SURRENDER OF CERTIFICATE OF
AUTHORITY, (a) A foreign adm itted insurer
may apply for voluntarily surrender of its
certificate of authority and the director may
accept such application, if the foreign adm itted

insurer

(1) is in compliance with all
applicable sections of AS 21, or the director
waives in writing each condition of

noncom pliance;

(2) provides a written
confirm ation that any obligations incurred prior
to thevoluntarv surrender of the certificate of
authority will oe paid to guarantee funds and

insurance pools established by Alaska Statute;

and
(3) is dom iciled in a state
that
(A) is accredited by
the N ational Association of Insurance
Com missioners at the time of the
request for voluntary surrender, or
(B) is not accredited
by the N ational Association of
Insurance Com missioners at the time of
the request and agrees in writing to be
subiject to
(i) A'S
21.09.200 and 21.09.205 for a
period of two years, including
payment of any fee related to
filing inform ation with the
director; and
(ii) any other
selection required in writing by
the director for .ny period of
time the director may specify.
JT/mme332.jt -7-
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(b) Ifa foreign adm itted insurer
who surrenders a certificate of authority ceases
to exist, all business written and in force
relative to a risk resident, located, or to be
performed in this state shall be law fully
cancelled or reinsured. A reinsurance
agreement covering all or a part ofa risk
described in this subsection shall be approved
by the director before accepting the certificate
of authority for surrender if it meets the

following criteria:

(1) insurance coverage has
not deteriorated from the policies existing at

the time of the transfer,

(2) the assuming insurer is

of equal or better financial standing; and

(3) the assuming insurer is
adm itted to do business in this state, unless

this requirement is waived by the director.

* Sec. 10. AS 21.09.200(f) is amended to The amendment to this subsection
read: requires the filing of annual financial
statem ents with the National Association of
Insurance Com missioners (NAIC) by all
licensed insurers instead ofjust dom estic
insurers. Also provides that the filings must be

on electronic media acceptable to the NAIC.

(f) In addition to the requirements (f) In addition to the requirements of (a)
of (a) of this section, an authorized fA of this section, a dom estic insurer shall file its
DOMESTIC] insurer shall file its annual annual statement with the N ational Association
statement with the N ational Association of of Insurance Com missioners by the due date
Insurance Com missioners on electronic established by the association, and shall pay
m edia acceptable to the jaaociation bv the the applicable filing fee. An insurer that fails
due date established by the association, and to com ply with this subsection is subject to the
shall pay the applicable filing fee. The director penalties specified in (e) of this section,
may waive the filing requirement if the insurer calculated from the filing and fee due date
only transacts business in this state and only established by the N ational Association of
accepts risks relative to a subject resident, Insurance Com m issioners.

located, or to be performed in this state. An
insurer that fails to com ply with this subsection
is subject to the penalties specified in (e) of this
section, calculated from the filing and fee due
date established by the N ational Association of

Insurance Com m issioners.

JT/mme332.jt -8- March 31, 1994



Proposed Legislation

* Sec. 11. AS 21.09.205 is amended by

adding a new subsection to read:

(d) In addition to the requirements
of (a) of this section, an authorized insurer shall
file its quarterly statement with the N ational
A ssociation of Insurance Com missioners on
electronic media acceptable to the association
by the due date established by the association,
and shall pay the applicable filing fee. H ie
director may waive tne filing requirement if the
insurer only transacts business in this state
and only accepts risks relative to a subject
resident, located, or to be performed in this
state. An insurer that fails to com ply with this
subsection is subject to the penalties specified
in (c) of this section, calculated from tne filing
and fee due dato established by the National

A ssociation of Insurance Com missioners.

* Sec. 12. AS 21.09.210 is amended by

adding new subsections to read:

(i) If, within three years of the date
the tax under this section was due, an insurer
discovers a mistake of fact, an error in
calculation, or a misinterpretation of law that
resulted in an overoayment of the tax in an
amount exceeding $250 in any one calendar
year, the insurer may make a written request
to the director for a refund. If the director
determ ines the validity of the mistake, error, or
m isinterpretation, the director shall refund to
the insurer the amount ofthe excess by
granting, at the director's discretion, a
monetary refund or premium tax credit. A
premium tax credit shall be used in the next
calendar year to the fullest extent possible and
each succeeding year until no credit remains. A
premium tax credit shall not reduce the payable
tax, calculated without use of the credit, to less

than zero.

(k) A premium tax credit may not
carry over as an attribute in a transaction
under AS 21.69.610, 21.69.620, 21.78; or similar

transaction entered into by a foreign insurer.

JT/mme332.jt
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Com ments

This is a new subsection which requires
that a licensed insurer file quarterly financial
statem ents with the N ational Association of
Insurance Com missioners (NAIC), on
acceptable electronic media, and pay the
applicable filing fee. Failure to comply will

result in penalties.

The following new subsections discuss
the procedures for obtaining a refund or credit
for overpayment of premium taxes by an

insurer.

Subsection (j) allows for the payment of a
premium tax refund when an insurer discovers
that it has made an overpayment due to an
error in calculation, mistake of fact, or

m isinterpretation of law. It (1) limits the time
in which the refund must be discovered to three
years; (2) sets the minimum amount of a refund
w hich can be requested at $250; and (3) gives
the director discretion in payment of a

monetary refund or a premium tax credit.

Subsection (k) was written to avoid trafficking
of the premium tax credit. It prohibits the
transfer or carryover of the credit in

reinsurance transactions or receiverships.
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(1) In thia section "premium tax
i-Tedit’ -
I-TedIt" means an amount that an insurer may
use as an offset against a premium tax

payment.

* Sec. 13. AS 21.09 is amended by adding a

new section to read:

Sec. 21.09.290. RISK RETENTION
GROUPS, (a) A risk retention group formed in
tliis state shall (1) com ply
with 15 U.S.C. 3901 - 3906 (Liability Risk
Retention Act); and

(2) qualify for and hold in
good standing a certificate of authority under
this chapter, limited to liability insurance only.

(b) A risk retention group shall

subm it with its application for a certificate of

authority

(1) the identity of

(A) the initial members

of the risk retention group;

(B) all persons who

organized the risk retention group;

(C) all persons who will
provide adm inistrative services to the risk

retention group;

(D) all persons who will
influence or control the activities of the risk

retention group;

(2) the amount and nature

of initial capitalization;

(3) a plan ofoperation or a
feasibility study that includes the coverage,
deductible, coverage limit, rate, and rating
classification system for each type or claBS of
liability insurance the group intends to offer;

and

<4) the states in which the

risk retention group intends to operate.

JT/mme332.jt

Comment#

Subsection (!) defines a premium tax credit

Subsection (a) sets out the requirements for
being licensed as a risk retention group in this

state.

Subsection Cb) lists the item s that must be
submitted with an application for certificate of

authority.
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(c) At leaat 30 days before a
dom estic risk retention group implements a
m aterial change or revision to an approved plan
of operation or feasibility study, the material
change or revision shall be filed with the
director. A material change or revision may not
be implemented unless the dom estic risk
retention group receives the director’'s written
approval. In tniB subsection, "material change
or revision"” includes an offering of an

additional type or class of liability insurance.

(d) In this section,

(1) "liability" means legal
liability for dam ages, including costs of defense,
legal costs and fees, and other claims expenses,
because of injury to another person, dam age to
property, or other dam age or loss to a person
resulting from or arising out of a business,

w hether profit or nonprofit, trade, product,
service, including a professional service,
premises, or operation; or any actitivy of a state
or local government, or an agency or political
subdivision of a state or local government;
"liability" does not include personal risk
liability or em ployer’'s liability with respect to
its em ployees other than legal liability under
the 46 U.S.C. 51 (Federal Em ployers’' Liability
Act);

(2) "personal risk liability"
means liability for dam ages because ofinjury to
a person, damage to property, or other loss or
damage resulting from a personal, familial, or
household responsibility or activity, rather that
from a responsibility or activity referred to in

(1) of this section.

JT/mme332.jt
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Com ments

Subsection (c) requires the risk retention group

to notify 30 days

in advance any material

change to its plan ofoperation and must

receive the director's written approval of the

change.

Subsection (d) provides definitions

used

in

this section.

of term s
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Sec. 21.09.300. DISCLOSURE OF
M ATERIAL TRANSACTIONS, (a) A domestic
ir.8urer shall file a report with the director
disclosing m aterial acquisition and disposition
of assets or a material nonrenewal,
cancellation, or revision ofceded reinsurance
agreements unless the acquisition and
disposition of assets or material nonrenew al,
cancellation, or revision ofceded reinsurance
agreements have been submitted to the director
for review, approval, or inform ation purposes as

required by this title.

(b) The report required in (a) of this
section is due 16 dayB after tne end of the
calendar month in which any reportable
transaction occurs. A complete copv of the
report, including any exhibits or otner
attachments filed as a part of the report, shall
be filed with the N ational Association of

Insurance Commissioners.

(c) E xcept aB provided in this
section, a report obtained by or disclosed to the
director under this section is confidential, is not
subject to subpoena and may not be made
public by the director, the N ational Association
of Insurance Com missioners, or any other
person, without the prior written consent of the
insurer submitting tne report. If the director,
after giving an insurer uotioe and an
opportunity to be heard, determ ines that the
interest of policyholders, shareholders, or the
public will served by publication of the repoit,
the director may publish all or any part of the
report in a manner the director determines

appropriate.

(d) A dom estic insurer’s report of an

acquisition or disposition of an asset

JT/rame332.jt
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Com ments

Subsection
acquisition

nonrenew al

reinsurance agreements

(a) requires disclosure of material

or disposition of assets or m aterial

, cancellation, or revision of ceded

unless the transactions

have been submitted pursuant to other

provisions of the statute.

Subsection (b) requires

the report be filed 15

days after the end of the calendar month in

w hich the transaction

occurs.

Subsection (c) requires that a copy of the report

also be filed with the N ational Association of

Insurance Com missioners (NAIC). The

subsection requires

confidential

that the report be given

treatment by the division, the

N AIC, or any other

person, except sharing with

insurance departments of other states, unless

the insurer gives prior written consentor

unless the director

determ ines it is in the

interest of policvholders, shareholders, or the

public to pu

insurer notice and an

Subsection

blish the

(d) gives

report and gives the

the

opportunity to be heard.

requirements for

reporting transactions ofm aterial acquisition or

disposition

of assets.
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(1) shall be made under (a) Paragraph (dX 1) requires that only material
of this section if the acquisition or disposition is transactions be reported and defines material.
m aterial; for purposes of this subsection, an
acquisition or disposition, or the aggregate of a
series of related acquisitions or related
dispositions during any 30-day period is
m aterial if it is nonrecurring, not in the
ordinary course of business, and involves more
than five percent of the reporting insurer’s total
adm itted assets as reported in its mostlecent
statutory financial statem ent filed with the

division;

(2) must be made on asset Paragraph (dX2) requires that asset acquisition
acquisition including each purchase, lease, and dispositions be reported other than the
exchange, merger, consolidation, succession, or development of realproperty for the insurer or
other acquisition other than the construction or acquisition of material for such development.

development of real property by or for the
reporting insurer or the acquisition of

m aterialfor such purpose.

(3) must be made on asset
disposition including each sale, lease, exchange,
merger, consolidation, mortgage, hypothecation,
assignment for the benefit of creditors or
otherwise, abandonment, destruction, or other

disposition;

(4) must include inform ation Paragraph (dX3) lists the inform ation required
on the in the disclosure notice to the division: date,
manner of acquisition or disposition, description
of asset, consideration given or received,
purpose, manner ofdetermining amount of
consideration, gain or loss rec”~Tnijed or

realized, names of persons involved.

(A) date of

transaction;

(B) manner of

acquisition or disposition;

(C) description of the

assets involved;

(D) nature and
amount of the consideration given or y

recedvfd;

(E) purpose of, or

reason for, the transaction;
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(F) manner by which
the amount ofconsideration was

determ ined;

(G) gain or loss
recognized or realized as a result of the

transaction; and

(H) names of persons
from whom the assets were acquired or

to whom the assets were disposed.

(e) A domestic insurer’'s report of
nonrenewal, cancellation, or revision of a ceded

reinsurance agreement

(1) shall be made under (a)
of this section if the nonrenewal, cancellation,
or revision is material; for purposes of this
section, a material nonrenewal, cancellation, or
revision is one that affects (A) for property and
casualty business, including accident and
health business when written as property and
casualty business, more than 50 percent of an
insurer s ceded written premium; or (B) for life,
annuity, and accident and health business,
more tnan 60 percent of the total reserve credit
taken for business ceded, on an annualized
basis as indicated in the insurer's most recently
filed statutory statement; however, a filing is
not required if the insurer’'s ceded written
premium or the total reserve credit taken for
business ceded represents, on an annual basis,
less than 10 percent ofdirect written premiums
and assumed written premiums or 10 percent of
the statutory reserve requirement before a

cession;

(2) shall be filed without
regard to which party has initiated the
nonrenewal, cancellation, or revision of ceded
reinsurance whenever any of the following

conditions exist:

JT/mme332.jt
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Com ments

Subsection (e) gives the requirements for

reporting transactions ofm aterial nonrenewal,

cancellation or revision of a ceded reinsurance

agreement.

Paragraph (eX 1) requires

that only m aterial

transactions be reported and defines m aterial.

Paragraph (e) (2) requires

be made regardless of who

that the filing must

initiates the

transaction in certain circum stances.
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(A) the entire cession
has been canceled, nonrenewed, or
revised and ceded indem nity and loss
adjustm ent expense reserves after a
nonrenewal, cancellation, or revision
represent less than 50 percent of the
a mparable reserves that would have
been ceded had the nonrenewal,

cancellation, or revision not occurred;

(B) an admitted or
accredited reinsurer has been replaced
on an existing cession by an
unauthorized reinsurer, however, a
report shall be filed only if the result of
the revision affects more than 10

percent of the cession; or

(C) collateral
requirements previously established for
unauthorized reinsurers have been
reduced, however, a report shall be filed
only if the result of the revision aifects

more than 10 percent of the cession; and

(3) must include: Paragraph (e) (3) lists the inform ation required
in the disclosure notice to the division: effective
date, description of the transaction, initiator of
the transaction, purpose or reason, if

applicable, the identity of the replacement

reinsurer.

(A) effective date of
the nonrenewal, cancellation, or
revision;

(B) description of the

transaction with am identification of the

initiator of the transaction;

(Cc) purpose of, or

reason for, the transaction; and

(D) if applicable, the

identity of the replacement reinsurers.
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(0 An insurer is required to report Subsection (f) requires that the report be made
in (a) of this section on a non-consolidated basis on a non-consoliaated basis unless the insurer
unless the insurer is part of a consolidated is part of a consolidated group wliich pools
group of insurers that utilizes a pooling sunstantiallv all of its insurance losses. The
arrangement or 100 percent reinsurance subsection defines "substantially all".

agreement that affects the solvency and
integrity of the insurer’'s reserves and the
insurer ceded substantially all of its direct and
assumed business to the pool. An insurer is
presumed to have ceded substantially all of its
direct and assumed business to a pool if the
insurer has less than $1,000,000 total direct
written premiums and assumed written
premiums during a calendar year that is not
subject to a pooling arrangement and the net
income of the business not subject to the
pooling arrangement represents less than five

percent of the insurer’'s capital and surplus.

Sec. 21.09.310. AUTHORIZATION OF Subsection (a) states what companies to which
U.S. BRANCHES OF ALIEN INSURERS AND this section applies and requires that the U.S.
GENERAL REQUIREMENTS, (a) This section branch will be subject to all laws applicable to
applies to all U.S. branches of alien insurers an Alaska domiciled insurance company.

using this state as a state ofentry to transact
the business ofinsurance in the United States.
E xcept as provided elsew here in this title, the
United States branch is subject to all state laws

applicable to an insurer dom iciled in this state.

(b) An alien insurer may apply for a Subsection (b) sets out the requirements for
certificate of authority to use this state as a applying to use this state as a state ofentry.
state of entry to transact the business of

insurance in the United States by

(1) qualifying as an insurer

licensed to do business in this state; and

(2) establishing a trust
under a trust agreement approved in writing by
the director witn a United States bank
acceptable to the director in an amount no less
than the minimum basic capital or basic
guarantee surplus and additional maintained
surplus required under AS 21.09.070;
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(3) submitting a copy ofits
charter and bylaws, ifany, currently in force, ¢
and otherdocuments necessary to snow the
kind of business which itis authorized to
transact in its domiciliary jurisdiction;
materials submitted under this paragraph must
be attested to as accurate and complete by the
insurance supervisory official in the domiciliary
jurisdiction, and mustinclude an English
translation ifin a language other than English;

(4) submitting a full
statement, subscribed and affirmed as true by
two officers or equivalent responsible
representatives in such manner as the director
prescribes, ofits financial condition as of the
cloBe of ita latest fiscal year, showing its assets,
liabilities, income disbursements, business
transacted, and other facts required to be
shown in its annual statement, as reported to
the insurance supervisory official in its
domiciliary jurisdiction; all documents
submitted under this paragraph mustinclude
an English translation ifin a language other
than English;

(5) submitting to an
examination under AS 21.06.120(d) at its
principal office within the United States, and
elsewhere if necessary, unless the director
accepts a full report of the last recent
examination certified by the insurance
supervisory official of tne insurer's domiciliary
jurisdiction; and

(6) paymentoffees
established under AS 21.06.250.

(c) Before issuing or renewing a
certificate of authority to any United States
branch, the director may require satisfactory
proofthat the insurer does notintend to
transact business ofinsurance in violation of
the provisions of this title or that is not
authorized by its charter. Proofrequired under
this subsection may include the alien insurer'’s
;harter, an agreement evidenced by a duly
certified resolution of its board of directors, or
other proofthat the director may require,
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(d) The director may renew a
certificate ofauthority for a United States
branch if satisfied, by proofthe director may
require, that the insureris not delinquent with
respect to a requirement or qualification
imposed by this title and that its continuance
to transactthe business ofinsurance in this
state will not be hazardous or prejudicial to the
beat interest ofthe people of this state.

(e) A United States branch may not
receive orrenewed a certificate ofauthority in
this state

(1) to transact a kind of
insurance oracombination ofkinds of
insurance that are not permitted to be
transacted by domestic insurers in this state;

(2) ifittransacts business
other than the business ofinsurance anywhere
else within the United States unless the
business, in the opinion of the director, is
necessarily or properly incidental to the kind of
insurance thatitis authorized to transact in
this state;

(3) ifitfails to keep full and
correct entries of its transactions; records of
entries shall at all times be maintained in its
principal office within this state; or

(4) ifitfails to comply with
arequirementorlimitation ofthis title tnat is
not exempted from by another provision of this
title and that is applicable to similar domestic
insurers and if, in the judgment ofthe director,
the requirementor limitation is necessary to
protect the interest ofthe policyholders;

(f) A United States branch that
transacts a kind or combination ofkinds of
-insurance outside this state thatis not
permitted to be done in this state by sim ilar
domestic insurers may not have a certificate of
authority issued or renewed in this state
unless, in thejudgmentofthe director, the
transaction of that kind of insurance is not
prejudicial to the bestinterest of the people of
this state.

JT/mme332.jt 18

Comments

Subsection (d) allows the director to require
evidence from the board of directors that the
insurer will not violate Alaska law or its
charter.

Subsection (e) allows the director to renew a
certificate of authority fora U.S. branch if the
U.S. branch meets the requirements for
renewal.

Subsection (0 lists the conditions ofthe U.S.
branch which if they existed would prohibit the
director from issuing orrenewing a certificate
ofauthority.
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(q) A United StateB branch shall
maintain assets in the trust accountin an
amount not less than the United States
branch's reserves and other liabilities, plus the
minimum basic capital or basic guarantee
surplus and additional maintained surplus
required under AS 21.09.070.

(h) A written trust agreement must
contain provisions that

(1) vest legal title to
trusteed assets in the trustees, and their
law fully appointed successors;

(2) require that all assets
deposited in the trust mustbe continuously
kept within the United States;

(3) provide for substitution
ofa new trustee or trustees in case ofa vacancy
by death, resignation, or other reason, subject
to the prior written approval of the director;

(4) require that the trustee
continuously maintain a record sufficient to
identify the assets of the trust fund;

(5) require that the trusteed
assets consist only ofcash, investments eligible
for investment of the funds ofdom estic
insurers, and accrued interest on assets, if
collectible by the trustee, subject to the limits
oninvestmentofthe funds by domestic insurers
under this title;

(6) require that the trust be
for the exclusive benefit, security, and
protection ofthe policyholders, or policyholders
and creditors, of the United States branch in
the United States and that the trust be
maintained as long as there is an outstanding
liability of the alien insurer arising out of its
transaction of insurance in the United States;
and
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Comments

Subsection (g) prohibits the U.S. branch insurer
from transacting business outside of Alaska
that is not permitted in Alaska unlesB such
restriction would be prejudicial to the beBt
interest of the Alaska public.

Subsection (h) requires the U.S. branch to
maintain assets in a trustaccountin an
amount no leBS than the U.S. branches reserves
and other liabilities and minimum basic capital
and surplus.
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(1) provide that withdrawals
ofan asset may not be made or permitted by a
trustee without the prior written approval of
the director except

(A) to make deposits
required by law in a state for the
security or benefitofall policyholders,
or policyholders and creditors, ofthe
United States branch in the United
States;

(B) to withdraw
funds deposited in another state under
(A)ofthis paragraph if

(i) the
written trust agreement
requires prior written approval
ofthe insurance supervising
official of that other state;

(i) written
notice of the nature and extent
ofthe withdrawal is provided to
the director within 30 dayB of
the withdrawal; and

(iii) the total
trusteed assets remaining are in
excess of the total trusteed
assets required to be maintained
under (g) ofthis section;

(C) upon the specific
written direction of the United States
manager, who isduly authorized and is
acting under either general or specific
written authority previously given or
delegated by the board of directors, to
substitute other assets as permitted by
this title ifofatleastequalvalue and
guality to those withdrawn; or

(D) to transfer assets
to an official liguidator or rehabilitator =
under an orderofa court ofcompetent
jurisdiction; or
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(E) if provided under
the terms of the written trust
agreement, to pay over to the United
States manager ofthe United States
branch, upon request, income,
dividends, or interest accumulations of
the assets of the trust fund that are in
excess of the total trusteed assets
required to be maintained under (g) of
this section.

(i) The written trust agreement
and all amendments to it shall be authenticated
ina form and manner as the director may
prescribe and may not take effect until
approved by the director. The director may not
approve a trust agreement unlesB the director
makes a written finding that

(1) the written trust
agreementor its amendments are sufficient in
form and in conform ity with law;

(2) a person designated as a
trustee is eligible to act in that capacity; and

(3) the written trust
agreementis adequate to protect the interests
of the beneficiaries of the trust.

The director may approve
written modifications of, or variations in, a
written trust agreement upon a finding that the
proposed changes are not prejudicial to the
interests of the people of this state or the
United States policyholders and creditors of the
United States hranch.

(k) The directormay conduct
examinations ofthe trusteed assets ofany
authorized United States branc'i at the
insurer's expense and may require the trustee
or trustees to file a statement, in a form as
prescribed by the director, certifying the assets
and amounts ofthe trust fund.

JT/mme332 jt

Existing Statutes

Comments

Subsection (i) lists the requirements for the
written trust agreement which must exist for
the U.S. branch to conduct business in the
United States.

Subsection (i) states that the trust agreement
shall be in the form required by the director
and not be effective until approved by the
director.

Subsection (k) states that the director may
approve written modifications of the written
trust agreement.
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(1) The director, upon lirding that
the requisites for the approval no longer exist,
may issue an ordet that withdraws approval of
the written trust agreement and any
amendments toit. An order issued under this
subsection takes effect 10 days after being
issued.

(m) In addition to all other actions
permitted under this title, refusal, or neglect of
a trustee to comply with the requirements of
this title is a cause for suspension or revocation
of the United States branch's certificate of
authority or the liguidation ofthe alien
insurer's United States branch.

(n) Annual statements under AS
21.09.200 and quarterly statements under AS
21.09.205; (1) may only relate to insurance
transactions and affairs within the United
States, assets held by or for the United States
branch for the protection of policyholdera and
creditors within the United States, and
liabilities incurred against those assets; may
notcontain a statementin regard to assets and
business transacted in a place not described in
this subsection. The annual and quarterly
statements shall be signed and verified by the
United States manager, attorney-in-fact, or a
duly empowered assistant United States
manager, of the United States branch.

JT/mme332.jt

Comments

Subsection (1) allows the director to conduct
examinations of trusteed assets and may
require the trustee to file statements as to the
trust fund.

Subsection (m) allows the director to withdraw
approyal ofthe trust agreement, effective in 10
days, if the requirements for the agreement do
not now exist.

Subsection (n) allows thatrefusalor neglect of
the statute requirements is cause for
suspension or revocation of the certificate of
authority.
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(0) In a form prescribed by the
director, each authorized United States branch
shall file with its annual and quarterly
statements a statement oftrusteed surplus
covering the same time period. The trusteed
surplus shall consist of the aggregate value of
the United States branch's general state
deposits and assets deposited with a trustee
under this section, plus accrued interestincome
if the interest were collected by the states for
the trustees, less the aggregate netamountof
all its reserves and other liahilities in the
United States as determined under this
subsection. The items ofsecurities and other
property held under trust deeds shall be
certified by the Unitod States trustee. To
determine the netamountofthe United States
branch's liabilities in the United States to be
reported in the statement oftrusteed surplus,
the United States branch shall adjust its total
liabilities reported on its accompanying annual
orquarterly statement as follows:

(1) by adding back liabilities
used to offset admitted assets reported in the
accompanying annualor quarterly statement;
and

(2) by deducting

(A) unearned
premiums on agent's balances or
uncollected premiums notmore than 90
days pastdue;

(B) reinsurance on
losses with authorized insurers, less
unpaid reinsurance premiums;

(C reinsurance
recoverables on paid losses from
unauthorized insurers that are included
as an assetin the annual statement,
butonly to the extent a liability for
unauthorized recoverables as described
in this paragraph are included in the
liabilities report in the trusteed surplus
statement;
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Comments

Subsection (o) requires that annual and
quarterly financial statements relate only to
transactions within the United States and
states who must sign the statement.
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(D) special state
deposits held for the exclusive benefit of
policyholders, or policyholders and
creditors, ofa particular state not
exceeding net liabilities reported for

that state;
_ (E) secured accrued
retrospective premiums;
(F) ifalifeinsurer
(i) the

amountofits policy loans to
policyholders within the United
States, not exceeding the
amountoflegal reserve required
on each affected policy, and

(i) the net
amountofuncollected and
deferred premiums; and

(G) other non-
tTusteed assets, upon a written finding
by the director that the other non-
trusteed assets secure liahilities in a
substantially similar manner to those
jermitted under this subsection.

p) In addition to the annual and
quarterly statements and the statements of
trusteed surplus, the director may require
additional inform ation relating to total business
or assets, orany portion of them, of the alien
insurer orits United States branch.

(q) In addition to the general
statementofthe financial condition of the
United States branch, areportofexamination
mustinclude a trusteed surplus statementas of
the date of the examination.

(r) In this section,

(1) "trusteed assets" are the
assets maintained in a trust accountunder (g)
of this section;
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Comments

Subsection (p)requires thata statement of
trusteed surplus Be filed with the annual and
quarterly financial statement and give3 the
requirements for that statement.

Subsection (q) allows the director to require
additional inform ation on the business of the
alien insurerorits U.S. branch.

Subsection (r) requires thata reportof
examination of the U.S. branch include a
trusteed surplus statement.

Subsection (s) adds definitions ofthe terms
"trusteed assets" and "United States branch”
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(2) "United States branch"
means the business unit through which
business is transacted within tne United States
by un alien insurer and the assets and
liabilities of the insurer within the united
States applicable to that business.

*Sec. 14. AS 21.09.310(b)is repealed and
reenacted to read:

(b) A alien insurer may apply for a
certificate ofauthority to use this state as a
state of entry to transactthe business of
insurance in the United States by

(1) qualifying as an insurer
licensed to do business in this state; and

(2) establishing a trust
under a trust agreementapproved in writing by
the director with a United States bank
acceptable to the directorin an amountno less
than the greater of

(A) the minimum
basic capital or basic guarantee surplus
and additional maintained surplus
required underAS 21.09.070; or

(B) the authorized
control level risk based capital under
AS 21.14;

(3) submitting a copy ofits
charter and bylaws, if any, currently in force,
and otherdocuments necessary to show the
kind of business which it is authorized to
transact in its domiciliary jurisdiction;
documents submitted under this paragraph
must be attested to as accurate and complete by
the insurance supervisory official in its
domiciliary jurisaiction, and must include an
English translation ifin a language other than
English;
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Comments

The repeal and reenactment of this subsection
included in Section 13 is to add that a trust
account must be inan amountnotless than
minimum capital and surplus norless than the
risk based capital number. This section would
hecome effective when risk hased capital
legislation is adopted.
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(4) submitting a full
statement, subscribed and affirmed as true by
tv.o officers orequivalent responsible
representatives in a manner that the director
prescribes, ofits financial condition as of the
close ofits latest fiscal year, showing its assets
liabilities, income dishursements, business
transacted, and other facts required to be
shown in its annual statement, as reported to
the insurance supervisory official in its
domiciliary jurisdiction; all documents
submitted under this paragraph mustinclude
an English translation ifin a language other
than English;

(5) submitting to an
examination under AS 21.06.120(d) at its
principal office within the United States, and
elsewhere if necessary, unless the director
accepts a full report of the insurer’s recent
examination ana the report has been certified
by the insurance supervisory official of the
insurer's domiciliary jurisdiction; and

(5) payment offees
established under AS 21.06.250.

*Sec. 15. AS 21.09.310(g)is amended to
read:

A United States branch shall
maintain assets in the trust accountin an
amountnotless than the United States
branch’s reserves and other liabilities plus the

greater of

(1) the minimum basic
capital or basic guarantee surplus and
additional maintained surplus required under
AS 21.09.070; or
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Comments

The repeal and reenactment of this subsection
included in Section 13 is to add that the
trusteed assets maintained may not be less
than minimum capital and surplus or less than
the risk based capital number. This section
would become effective when risk based capital
legislation is adopted.
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*Sec. 16. AS/1.12.020 (a)ia amended to
read:

(a) Credit forreinsurance
transactions shall be allowed a domestic ceding
insurer as eitheran assetora deduction from
liability on account ofreinsurance ceded only if
the reinsurance is ceded to an

(1) assuming insurer that is
licensed to transactinsurance orreinsurance in
this state;

(2) assuming insurer that is
accredited as a reinsurer in this state, an
accredited reinsurer is one that

JT/mme332.t

Existing Statutes

(a) Credit forreinsurance transactions
shall be allowed a domestic ceding insurer as
either an assetor a deduction from liability on
account ofreinsurance ceded only if the
reinsurance is ceded to an

(1) assuming insurer thatis
licensed to transactinsurance orreinsurance in
this state;

(2) assuming insurer thatis
accredited as a reinsurer in this state; an
accredited reinsureris one that

27-

Comments

The amendments to this subsection are to make
corrections for errors made when this section
was mostrecently adopted in 1992. The
amendments require that fora US branch ofa
non-US reinsurer to become accredited they
must be licensed in at least one state that is
accredited by the National Association of
Insurance Commissioners (NAIC).
Accreditation is a program of the NAIC which
reviews state insurance divisions to determine
ifthey meeta setofstandards considered to be
the minimum necessary for effective regulation.
Otheramendments recognize the addition of
incorporated members to group insurers (such
as Lloyd's ofLondon) and require that the
incorporated membernnot be engaged in any
other business other than underwriting as a
memberofthe group.
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(A) files evidence
ofsubmission fSUBMITS! to this
state'sjurisdiction, submits to this
state's authority to examine its books
and records under AS 21.06.120. iB
licensed to transactinsurance or
reinsurance in at least one state thatis
accredited by the National Association
oflnsurance Commissioners, or. in the
case ofa United States branch ofan
alien adm itted insurer,is entered
through and licensed to transact
insurance orreinsurance in atleast
one state thatis accredited by the

NationalAssociation oflnsurance
Commissioners; [AND FLLEG
ANNUALLY WItfH THE DIRECTOR A
COPY OF THE REINSURER'S
ANNUAL STATEMENT FILED WITH
THE INSURANCE DEPARTMENT OF
THE REINSURER'S STATE OF
DOMICILE AND ACOPY OF THE
REINSURER'S MOST RECENT
AUDITED FINANCIAL STATEMENT;
OR]

(B) [IN THE CASE
OF AUNITED STATES BRANCH OF
AN ALIEN ASSUMING INSURER, IS
ENTERED THROUGH, AND
LICENSED TO TRANSACT
INSURANCE OR REINSURANCE IN
AT LEAST ONE STATE FILES
ANNUALLY WITH THE DIRECTOR A
COPY OF ITS ANNUAL FINANCIAL
STATEMENT THAT IS FILED WITH
THE INSURANCE REGULATORY
AGENCY OF ITS STATE OF
DOMICILE, AND] maintains at least
$20,000,000 in policyholder surplus and
whose accreditation has notbeen
denied by the director within 90
days ofapplication to the director,
or maintains less than $20,000,000
in policyholdersurplus and whose
application for accreditation has
been approved bv the director: and

JT/mme332.jt
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A) submits to this
state'sjurisdiction, submits to this
state's authority to examine its books
and records, is licensed to transact
insurance or reinsurance in at least one
state thatis accredited by the National
Association of Insurance
Commissioners, and files annually with
the director a copy of the reinsurer’s
annual statement filed with the
insurance department of the reinsurer’s
state of domicile and a copy of the
reinsurer's mostrecentauaited financial
statement; or

(B)in the case ofa
United States branch ofan alien
assuming insurer, is entered through,
and licensed to transactinsurance or
reinsurance in, at least one state
accredited by the National Association
ofInsurance Commissioners, files
annually with the directora copy of its
annual financial statement that is filed
with the insurance regulatory agency of
its state of dom icile, and maintains at
least $20,000,000 in policyholder
surplus; the surplus requirements in
this subparagraph do notapply to
reinsurance ceded and assumed under a
pooling arrangement among insurers in
the same holding company system;

Comments
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(C) files annually
with the directora copy of the reinsurer's
annual financialstatement filed with the

o<
w
=

(3) assuming insurer thatis
domiciled in a state, or in the caseofa United
States branch ofan alien assuming insurer, is
entered through a state that is accredited by
the National Association of Insurance
Commissioners that employs standards
regarding credit for reinsurance ceded
substantially similar to those applicable under
(1)and (2) of this subsection, the assuming
insurer maintains a policyholder surplus of at
least $20,000,000, and the assuming insurer
submits to the authority of this state to
examine its books and records; the surplus
requirements in this paragraph do notapply to
reinsurance ceded and assumed under a pooling
arrangementamong insurers in the same
holding company system;

(4) assuming alien insurer
that

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

JT/mrae332.jt
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(3) assuming insurer that is
domiciled in a state, or in the case ofa United
States branch ofan alien assuming insurer, is
entered through a state accredited by the
National Association of Insurance
Commissioners that employs standards
regarding credit for reinsurance ceded
substantially similar to those applicable under
(1) and (2) O this subsection, the assuming
insurer maintains a policyholder surplus ofat
least $20,000,000, and the assuming insurer
submits to the authority of this state to
examine its books and records: the surplus
requirements in this paragraph donotapply to
reinsurance ceded ana assumed undera pooling
arrangementamong insurers in the same
holding company system ;

(4) assuming alien insurer that

(A)maintains a trust
fund in a qualified United States
financial institution for the paymentof
the valid claims ofits United States
policyholders and ceding insurers, and
their assigns and successors in interest,
that conforms to the following
requirements:

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

(i) onor
before March 1 ofeach year the
trustees shall report in writing
to the director on the balance of
the trust and list the trust's
investments at the end of the
preceding year, and shall certify
the date of termination of the
trust, if so planned, cr certify
that the trust does not expire
before the following December
3L,

Existina Statutes

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

(i) on or before
March L ofeach yearthe
trustees shall reportin writing
to the director on the balance of
the trust and list the trust's
investments at the end of the
preceding year, and shall certify
the date of termination of the
trust, if so planned, or certify
that the trust does not expire
before the following December

31,

Comments
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(iii) in the
case ofa single assuming
insurer, the trust shall consist of
trust money representing the
assuming insurer’'s liabilities
attributable to business written
in the United States and, in
addition, include a trust surplus
ofnotless than $20,000,000; the
single assuming insurer shall
make available to the director
an annual certification of the
insurer's solvency by the
insurer's domiciliary regulator
and by an independent public
accountant;

LELEANL

Existing Statutes

(iii) in the case of
a single assuming insurer, the
trust shall consist of trust
money representing the
assuming insurer's liabilities
attributable to business written
in the United States and, in
addition, include a trust surplus
ofnotless than $20,000,000; the
single assuming insurer shall
make available to the director
an annual certification of the
insurer's solvency by the
insurer's domiciliary regulator
and by an independent public
accountant;

-3-

Comments
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(iv) in the
case ofa group,including
incorporated and [OF]
individual unincorporated
insurers, the trust shaU consist
oftrust money representing the
group’s liabilities attributable to
business written in the United
States and, in addition, include
a trust surplus notless than
$100,000,000; the
incorporated members ofthe
{group shallnothe engaged
m any businefl* other than-
underwriting «<aa memberof
the group and shall be
subjectto thc same levelof
solvency regulation and
controlby the group's
domiciliary regulatoraa are
the unincorporated
members; the group shall make
available to the director an
annual certification of the
solvency ofeach insurer [OF
THE INDIVIDUAL
UNINCORPORATED
INSURERS] by the group’s
domiciliary regulator and by an
independent certified public
account, or, fora Canadian or
British insurer, an
independent Canadian or
British chartered
accountant;

JT/mme332.jt

Existing Statutes Comments

(iv)in the case of
a group ofindividual
unincorporated'insurers, the
trust shall consist of trust
money representing the group’s
liabilities attributable to
business written in the United
States and, in addition, include
a trust surplus notless than
$100,000,000; the group shall
make available to the director
an annual certification of the
solvency ofeach of the
individual unincorporated
insurers by the group's
domiciliary regulator and by an
independent certified public
accountant;
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(v) in the
case ofa group ofincorporated
insurers undercommon
administration that complies
with the reporting requirements
contained in (ii) of this
subparagraph, that has
continuously transacted an
insurance business outside the
United States for at least three
years immediately before
making application for
accreditation, that submits to
this state's authority to examine
its books and records and bears
the expense ofthe examination,
and that has aggregate
policyholders' surplus of
$10,000,000,000, the trust shall
be in an amountequal to the
group's several liabilities
attributable to business ceded
by United States ceding insurers
toamemberofthe group under
reinsurance contracts issued in
the name ofthe group, and the
group shall muintain ajoint
trustee surplus, ofwhicn
$100 000,000 shall be held
jointly for the benefit of United
States ceding insurers ofa
memberoftne group as
additional security tor the
group's liabilities, and each
memberofthe group shall make
available to the director an
annual certification of the
member's solvency by the
member'sdomiciliary regulator
and the member'sindependent
certified public accountant, or.
fora Canadian or British
insurer, the member's
independent Canadian or
British chartered
accountant: and

Existing Statutes

(v)in the case of
a group ofincorporated insurers
under common administration
that complies with the reporting
requirements contained in (ii) of
this subparagraph, that has
continuously transacted an
insurance husiness outside the
United States for at least 110*66
years immediately before
making application for
accreditation, that submits to
this state's authority to examine
its books and records and bears
the expense of the examination,
and thathas aggregate
policyholders' surplus of
$10,000,000,000, the trust shall
he in an amountequal to the
group's several liabilities
attributable to business ceded by
United States ceding insurers to
amemberofthe group under
reins " ance contracts issued in
the name of the group, and the
group shall maintain ajoint
trustee surplus, ofwhich
$100,000,000 shall be held
jointly for the benefitof United
States ceding insurers ofa
memberoftSe group as
additional security for the
gioup's liahilities, and each
memberofthe group shall make
available to the director an
annual certification of the
member's solvency by the
members domicihaiy regulator
and the member'sindependent
certified public accountant; and

Comments

March 31, 1994



Proposed Legislation

(B) reports annually
to the director information substantially
the same as that required to be reports!
0' the National Association of
1 ~urance Commissioners annual
statement form by licensed insurers to
enable the director to determine the
sufficiency of the trust fund;

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

*Sec. 17. AS 21.18.060(b) is amended to
read:

(b) The director may require that
the reserves be equal to the unearned portions
ofthe gross premiums in force afterdeducting
applicable reinsurance in solventinsurers as
computed on each respective risk from the
policy's date ofissue. [EXCEPT AS
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(B) reports annually to
the director inform ation substantially
the same as that required to be reported
on the National Association of
Insurance Commissioners' annual
statement form by licensed insurers to
enable the director to determine the
sufficiency ofthe trust fund; (5)
assuming insurer that does not meet
the requirements of (1) - (4) of this
subsection, but only with respect to the
insurance ofrisks located in
jurisdictions where the reinsurance is
required by applicable law orregulation
ofthatjurisdiction.

(b) The director may require that the
reserves he equal to the unearned portions of
the gross premiums in force after deducting
applicable reinsurance in solvent insurers as
computed on each respective risk from the
policy’'sdate ofissue. Exceptasrequired by
the director under this subsection, the portions
ofthe gross premium in force, less applicahle
reinsurance in solventinsurers, to be neld as an
unearned premium reserve shall be computed
according to the following table:

Comments

The amendment to this section removes the
outdated method for determining unearned
premium on property/casualty policies and
requires a prorata determination ofunearned
premium atany pointin time. Premium for
property/casualty policies is required to be
earned in the accounting records over the term
ofthe insurance policy. This change was
suggested by the NAIC accreditation team
dunng review of Alaska insurance statute.
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TERM FOR WHICH POLICY RESERVE FOR UNEARNED  1€IM for Which PO”Cy Reserve for Unearned
WAS WRITTEN PREMIUM Was Written Premium

Lyear 01 185 S s s —— 112
2 years

Istyear 314
2nd year 1/4
3 years

LST Y B T s 5/6
2nd year 112
R T N N 1/6
4 years

Istyear

2nd year

3rd Y € & T e —— 3/8
4th year ... s —— . 1/8
5years

LS Y 8 8 1 o 9/10
2nd year . 1110
R I 12
4th year . . 310
R L 1710

OVET 5 YRAIS s pro rata.

The amendment to this section clarifies that
insurers must compute all reserves on a basis
atleast as frequent as monthly.

(c) An [IN
COMPUTATION'ACC
TABLE IN (b)OF THI
insurer shall [AT ITS
all ofthe reserves on a monthly

frequent pro rata basis.

TH
OR
)
0P

*Sec. 19, AS 21.18.090 iB amended to read; The amendment to this section removes the
outdated method for determining loss reserves
on liability and workers compensation policies
and allows accounting recognition of
determined and estimated Tosses. This change
was suggested by the NAIC accreditation team
during review ofAlaska insurance statute.
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Sec.21.18.090. LOSS RESERVES,
LIABILITY INSURANCE, AND WORKERS'
COMPENSATION. Where required in the form
ofannual statement required of the insurer, the
reserve foroutstanding losses underinsurance
against loss or damage from accident to or
injuries suffered by an employee or other
person and for which the insured is liable shall
be computed as follows:

(1) for all liability claim s
underpolicies written more than three
years before the end ofthe calendaryear
covered by the annualstatement, the
r%sedrvesha_llbetheundasc_ountedvalueof
the determ e t ture
ouyn s [SUITS BEING DEPENED
UNDERTOLICIES WRITTEN MORE THAN
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(2) for all liability policies
written during the three years immediately
preceding the end ofthe calendar year covered
by the annual statement, the reserve shall be
the greater of 60 percentofthe earned
liability premiums ofeach of the three years
leBS all losses and expense payments made
under liability policies written in the
corresponding years or the undiscounted

IBUTTHETIESERVE; Fo o 'THE £IRST OF

THE THREE YEARS, SHALL BE NOT LESS
THAN $750 FOR EACH OUTSTANDING
LIABILITY SUIT ON THE YEARSS

POLICIES];

JT/mme332.t

Existing Statutes

SECTION 21.18.090. LOSS RESERVES,
LIABILITY INSURANCE, AND WORKERS'
COMPENSATION. Where required in the form
ofannual statement required of the insurer, the
reserve for outstanding losses under insurance
against loss or damage from accident to or
injuries suffered by an employee or other
person and for which the insured is liable shall
be computed as follows:

(1) for all liability suits being
defended under policies written more than

(A) 10 years before the
date the statementis made, $1,500 for
gach Buit;

(B) five ormore and less
than 10 years before the statement is
made, $1,000 for each suit;

(C) three or more and
leas than five years before the
statement is made, $850 for each suit;

(2) for all liability policies
written during the three years immediately
preceding the date the statementis made, the
reserve shallbe 60 percentofthe earned
liability premiums ofeach ofthe three years
less all losses and expense payments made
under liability policies written in the
corresponding years; but the reserve, for the
first of the three years, shall be not lesB than
$750 for each outstanding liability suit on the
year's policies;

Comments
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(3) forall workers’
compensation claims under policies written
more than three vears before the end ofthe
calendaryearcovered by the annual
statement IS MADE]. the reserve mav not
[SHALL] be less than the presentvalue at four
percentinterestofthe determined and the
estimated future payments;

(4) for all workers’
compensation claims under policies written in
the three years immediately preceding the end
ofthe calendaryearcovered by [DATE] the
annual statement [IS MADE], the reserve may
not [SHALL] be lees than 65 percentofthe
earned workers'compensation premiums of
each ofthe three years, leas all foes and loss
expense payments made in connection with the
claims under policies written in the
corresponding years; [BUT IN THE FIRST
YEAR OF THE THREE-YEAR PERIOD,] the
reserve may not [SHALL] be [NOT]less than
the presentvalue at four [4] percent interest
ofthe determined and the estimated unpaid
compensation claims under policies written
during the three-yearperiod.

*Sec. 20. AS 21.21.250(a)is amended to
read:

(a) An insurermay make loans or
investments not otherwise expressly perm itted
under this chapter, in aggregate amount not
over five percentofthe insurer's assets and not
overone percentofthe insurer's assets for
[OF] any one loan orinvestment, if the loan or
investmert fulfills the requirements of AS
21.21.030, and otherwise qualifies as a sound
investment. However, a loan orinvestmentmay
not be represented by

(1) an item described in AS
21.28.030, or a loan orinvestment otherwise
expressly prohibited;
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(3) for all workers' compensation
claims under policies written more than three
years before tne statement is made, the reserve
shall be the presentvalue at four per cent
interestofthe determined and the estimated
future payments;

(4) for all workers' compensation
claims under policies written in the three years
immediately preceding the date the statement
is made, the reserve snail be 65 percentofthe
earned compensation premiums ofeach of the
three years, less all loss and loss expense
payments made in connection with the claims
under policies written in the corresponding
years:outin the firstyearofthe thm'-year
period, the reserve shall be not less tl\an the
presentvalue at4 percentinterest, of the
determined and the estimated unpaid
compensation claims under policies written
during the year.

SECTION 21.21.250. MISCELLANEOQOUS
INVESTMENTS, (a) Aninsurermay make
loans orinvestments not otherwise expressiy
permitted under this chapter, in aggregate
amountnotover five percent ofthe insurer’s
assets and not overone percentofthe assets of
any oneloan orinvestment, if the loan or
investment fulfills the requirements of AS
21.21.030, and otherwise qualifies as a sound
investment. However, a loan orinvestment may
not be represented by

(1) an item described in AS
21.18.030, or a loan orinvestment otherwise
expressly prohibited;

37-

Comments

The amendment to this section is to clarify the
meaning of this investment lim itation called
the "basketclause". This clause allows insurers
to investa small amountin investments that
are notprohibited by law. No substantive
change is made.
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(2) agents' balances, or
amounts advanced to orowing by agents or
former agents of the insurer, whetheror not
secured; except policy loans, mortgage loans,
and collateral loans otherwise authorized under
this chapter;

(3) a category ofloans or
investments eligible under other provisions of
this chapter; or

(4) an asset theretofore
acquired or held by the insurerunder any other
category ofloans or investments eligible under
this chapter.

*Sec. 21. AS 21.21.370(a)is amended to
read:

(a) A domestic insurer may [NOT]
acauire, directly orindirectly, a medium grade
orlower grade obligation or an institution if,
after giving effect to the acquisition,

(1) the aggregate amountof
all medium grade and lower grade obligations
held by the domestic insurerdoesnotexceed
[EXCEEDS] 20 percentofits admitted assets
and ifnotmaore than

(A) 10 percentofits
admitted assets consistofobligations
rated four, five, or six by the securities
valuation office;

(B) three percentof
its admitted assets consist ofobligations
rated five or six by the securities
valuation office; and
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(2) agents'balances, oramounts
advanced to orowing by agents or former
agents of the insurer, whether or not secured;
except policy loans, mortgage loans, and
collateral loanB otherwise authorized under this
chapter,

(3) a category ofloana or
investments eligible under other provisions of
this chapter,

(4) an asBet theretofore acquired
orheld by the insurerunder any other category
ofloans orinvestments eligible under thiB
chapter.

SECTION 21.21.370. INVESTMENTS IN
MEDIUM GRADE AND LOWER GRADE
OBLIGATIONS, (a) A domestic insurer may
notacquire, directiv or indirectly, a medium
grade or lower grade obligation of an institution
if, after giving effect to the acquisition,

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

(A) 10 percent ofits
admitted assets consistofobligations
rated four, five, or six by the securities
valuation office;

(B) three percent ofits
admitted assets consistofobligations
rated five or six by the securities
valuation office; and

Comments

The amendment to this section is a change to
clarify the meaning and application of the
investment limitations on medium and lower

grade bonds.
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(C) one percent of its
admitted assets consist of obligations
rated six by the securities valuation
office; and [OR]

(2) the aggregate amountof
all medium grade and [OR]lower grade
obligations held bv the domestic insurer does
notexceed [EXCEEDSL 30 percentofits
policyholders'surplus accountaa shown by the
insurer's mostrecentreport filed underAS
21.06.150, AS 21.09.200, or AS 21.09.205.

*Sec.22. AS21.22.010(g)is amended to
read:

(9) The provisions of this section do
notapply to

(1) an offer of, request for,
invitation for, or agreementregarding], OR]
acquisition of a voting security that,
immediately before the consummation of the
offer, request, invitation, agreement, or
acquisition, was notissued and outstanding; or

(2) an offer, request,
invitation, agreement, or acquisition that the
directorby order may exemptas nothaving
heen made or entered into for the purpose and
not having the effectofchanging or influencing
the control of the domestic insurer.

*Sec.23. AS21.22.030(a)is amended to
read:
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(C)one percent of its
admitted assets consistofobligations
rated six by the securities valuation
office; or

(2) the aggregate amountofall
medium grade or lower grade obligations held
by the domestic insurer exceeds 30 percent of
its policyholders' surplus account as shown by
the insurer's most recentreport filed under AS
21.06.150, AS 21.09.200, 0r 21.09.205.

(g) The provisions ofthis section do not
apply to

(1) an offer of, request for,
invitation for, agreementregarding, or
acquisition ofa voting security that,
immediately before the consummation of the
offer, request, invitation, agreement, or
acquisition, was notissued and outstanding; or

(2) an offer, request, invitation,
agreement, or acquisition that the director by
ordermay exemptasnothaving been made or
entered into for the purpose ana not having the
effectofchanging orinfluencing the control of
the domestic insurer.

Comments

The amendment to this subsection is a
clarification ofthe exemption from filing a
Form A statementofnotification of acquisition
ofa domestic insurer with the division.

The amendment to this subsection adds to the
list of conditions wliich, if present, allows the
director to disapprove the merger ofacquisition
ofcontrolofan insurer. The condition added is
if the acquisition is likely to be hazardous or
prejudicial to the public.
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(a) The director shall approve a
merger or other acquisition of control referred
in AS 21.22.010 unlesB, after a public
hearing the director issues an order with
(radingB of fact and conclusions of law which
finds tnat

(1) after the change of
control, the domestic insurer referred to in AS
21.22.010 would not be able to satisfy the
requirements for the issuance ofa license to
write the line or lines ofinsurance for which it
is presently licensed;

(2) the effect of the merger
orotheracquisitions of control would be
substantially to lessen competition in insurance
in this state or tend to create a monopoly in
this state;

(3) the financial condition of
an acquiring party is such thatitmight
jeopardize the financial stability of the insurer,
or prejudice the interestofits policyholders or
the interests of any remaining security holders
who are unaffiliated with the acquiring party;

S (4) the term* of the offer,
request, invitation, agreement, oracquisition
referred to in AS 21.22.010 nre unfai; and
unreasonable to the security holders of the
insurer;

(6) the plans orproposals
that the acquiring party has to liquidate the
insurer, sell its assets, orconsolidate or merge
it with any person, or to make any other
materia] change in its business orcorporate
structure or management, are unfairand
unreasonable to policyholders of the insurer
and notin the public interest; [OR]
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(a) The director shall approve a
merger or other acquisition of control referred
toin AS 21.22.010 unless, after a public
hearing the director finds that

(1) after the change of control,
the domestic insurer referred toin AS 21.22.010
would not be able to satisfy the requirements
for the issuance ofa license to write the line or
lines of insurance for which it is presently
licensed;

(2) the effectofthe merger or
other acquisitions ofcontrol would be
substantially to lessen competition in insurance
in this state or tend to create a monopoly in
this state;

(3) the financial condition of an
acquiring party is such thatitmightjeopardize
the financial stability of the insurer, or
prejudice the interest ofits policyholders or the
Interests ofany remaining securityholders who
are unaffiliated with the acquiring party;

(4) the terms of the offer,
request, invitation, agreement, oracquisition
referred to in AS 21.22.010 are unfair and
unreasonable to the securityholders of the
insurer;

(5) the plans or proposals that
the acquiring party has to liguidate the insurer,
sell its assets, or consolidate or merge it with
any person, orto make any other material
change in its business or corporate structure or
management, are unfairand unreasonabhle to
policyholders of the insurer and notin the
public interest; or

Comments
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(6) the competence,
experience, and integrity of those persons who
would control the operation of the insurer are
such thatit would not be in the interest of
policyholders of the insurer and of the public to
permit the mergeror otheracquisition of
control;or

(1) the acquisition is
likely to be hazardous orprejudicial to the
insurance buying public.

*Sec.24. AS 21.22.030 is amended by
adding a new subsection to read:

(d) The director may retain at the
acquiring person’s expense any attorney,
actuary, accountant, or otherexpert not
otherwise a part ofthe director’s staff, if
reasonably necessary to assist the director in
reviewing the proposed acquisition ofcontrol.

*Sec.25. AS 21.22.060(b) is amended to
read:

(b) Every insurer subject to
registration shall file a registration statement
on a form provided by the director, that must
contain current information about

(1) the capital structure,
general financial condition, ownership, and
managementofthe insurerand any person
controlling the insurer;

(2) the identity of every
memberofthe insurance holding company
system ;
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(6) the competence, experience,
and integrity of those persons who would
control tne operation of the insurer are such
that it would not be in the interest of
policyholders of the insurer and ofthe public to
permit the mergerorotheracquisition of
control.

(b) Every insurer subject to registration
shall file a registration statement on a form
provided by tne director, that must contain
currentinformation about

(1) the capital structure, general
financial condition, ownership, and
managementofthe insurer and any person
controlling the insurer;

(2) the identity ofevery member
ofthe insurance holding company system;

-41-

Comments

The amendment to this section is to i anew
subsection to allow the director to h' perts
to assist the director in reviewing a ,.*oposed
acquisition ofcontrol ofan insurer at the
acquiring person's expense.

The amendment to this subsection clarifies the
information which must be supplied in a Form
B (Holding Company)registration report. A fter
the change all management and service

contracts, cost sharing arrangements, and
reinsurance agreements mustbe reported.
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(3) the following agreements
in force, relationships subsisting, and
transactions currently outstanding between the
insurer and its affiliates:

(A) loans, other
investments, or purchases, sales® or
exchanges of securities of the affiliates
by the insurerorofthe insurer by its
affiliates;

(B) purchases, sales,
orexchanges ofassets;

(C) transactions not
in the ordinary course of business;

(D) guarantees or
undertakings for the benefit of an
affiliate thatresultin an actual
contingent exposure of the insurer’s
assets to liability, other than insurance
contracts entered into in the ordinary
course of the insurer's business;

_ (G) all management
and service contracts and all cost

= —
=O
m

ES]; and

(F) reinsurance
G ALLOR

(4) other matters concerning
transactions between registered insurers and
any affiliates that may be included from time to
time in a registration form adopted or approved
by the director
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(3) the following agreements in
force, relationships subsisting, ana transactions
currently outstanding between the insurer and
its affiliates:

(A)loans, other
investments, or purchases, sales™ or
exchanges of securities of the affiliates
by the insurerorof the insurer by its
affiliates;

(B) purchases, saleB, or
exchanges ofassets;

(C) transactions notin
the ordinary course ofhusiness;

(D) guarantees or
undertakings for the benefitofan
affiliate that result in an actual
contingent exposure of the insurer’s
assets to liability, other than insurance
contracts entered into in the ordinary
course of the insurer's business;

(E)all management and
service contracts and all cost-sharing
arrangements, other than cost allocation
arrangements based upon generally
accepted accounting principles; ana

(F)reinsurance
agreements covering all or substantially
allofone ormore lines ofinsurance of
the ceding company;

(4) other matters concerning
transactions between registered insurers and
any affiliates that may be included from time to
time in a registration form adopted or approved
by the director.

42-

Comments
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*Sec.26. AS 21.22.060(c)is amended to
read:

(c) The director may permitan
authorized insurer thatis a memberofa
holding company system subject to registration
under the laws or regulations of its state of
domicile that are in tne opinion of the director
substantially similar to those contained in this
chapter to satisfy the requirements of (a) of this
section by filing a statementin accordance with
the laws ofits state of domicile [EXCEPT
THAT THE DIRECTOR MAY AT ANY TIME
REQUIRE A COPY OF THAT STATEMENT
BE FILED WITH THE DIRECTOR].

*Sec.27. AS 21.22.060(d)isamended to
read:

S
T

(d) Inform ation [NO
INFORMATION] need not he disclosed on the
registration statement filed under (b) of this
section if that information is not material for
the purposes ofthis section. Unless the
director by regulation or order provides
otherwise, sales, purchases, excWnges, loans or
extensions ofcredit, orinvestments, involving
one-halfofone percentor less ofan insurers
admitted assets or five percentor less ofthe
policyholder's Burplus as ofthe 31st day of
Decemberofthe calendaryearin which the
transaction took place are notconsidered
material for purposes of this section.

*Sec.28.AS 21.22.060(k) is amended to read:
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(c)The director may perm it an
authorized insurer thatis a memberofa
holding company system subject to registration
under the laws or regulations of its state of
domicile that are in the opinion of the director
substantially similar to those contained in this
chapter to satisfy the requirements of (a) cfthis
section by filing a statement in accordance with
the laws of its state of domicile except that the
directormay at any time require a copy of that
statement be filed with the director.

(d)No information need be disclosed on
the registration statement filed under (b) of this
section if that information is not material for
the purposes of this section. Unless the
director by regulation ororder provides
otherwise, sales, purchases, exchanges, loans or
extensions of credit, orinvestments, involving
one-lialfofone percentofan insurer’s admitted
assets or five percentofthe policyholder’s
surplus as ofthe 31st day ofDecemberofthe
calendaryearin which tne transaction took
place are notconsidered material for purposes
of this section.

Comments

The amendment to this subsection is to remove
unnecessary language which is currently in
effect in subsection (k) regarding the ability to
require the filing ofa registration statement by
a licensed insurer.

The amendment to this subsection is to clarify
the definition of when an amountis considered
not material and need not be disclosed on the

holding company registration statement.

The amendment to thiB subsection is to correct
the subsection reference and clarify the
director's authority to require filing by
authorized in uiers.
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(k) Aninsurer subject to
registration under (a) of this section shall
register annually by April 1 ofeach year for the
previous calendar year unless, for good cause
shown, the director extends the time for
registration. The director may require an
insurer thatis allowed to register as
provided [NOTSUBJETCTTa '
REGISTRATION! under [(a)] of this section,
to furnish a copy of

(1) the registration
statement!

(2) [,] the summary specified
in (1) of this section! [J or

(3) other inform ation filed
i by the insurer with the insurance regulatory
authority of the insurer's state of domicile.

*Sec.29. AS 21.27.010(a)is amended to
read:

(a) Exceptasexpressly provided
elsewhere in this chapter, a IA| person may
notactas orrepresent to be an insurance
producer, managing general agent, reinsurance
intermediary broker, reinsurance intermediary
manager, surplus lines broker, orindependent
adjusterin this state orrelative to a subject
resident, located, or to be performed in tnis
state unless licensed under this chapter. A
person may notactas orrepresent to be a
managing general agent, reinsurance
intermediary broker, or reinsurance
intermediary manager representing an insurer
domiciled in this state regarding a risk located
outside this state unless licensed by this state.
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(k) An insurer subject to registration
under (a) of this section shall register annually
by April 1 ofeach year for the previous
calendar year unless, for good cause shown, the
director extends the time for registration. TTie
director may require an insurer authorized to
do business in tne state, thatis a memberofa
holding company system and thatis not subject
to registration under (a)of this Bection, to
furnish a copy ofthe registration statement, the
summary specified in (1) of this section, or other
inform ation filed by the insurer with the
insurance regulatory authority of the insurer’s
state ofdomicile.

(a) A person may not actas orrepresent to he
aninsurance producer, managing general
agent, reinsurance intermediaiy linker,
reinsurance intermediary manager, surplus
lines broker, orindependent adjuster in this
state or relative to a subjectresident, located,
or to be performed in this state unless licensed
under this chapter. A person may notactas or
represent to be a managing general agent,
reinsurance intermediary broker, orreinsurance
intermediary managerrepresenting an insurer
domiciled in this state regarding a risk located
outside this state unless licensed by this state.

Comments

Amendment to this section is prim arily
editorial in nature and clarifies exceptions to
Aneralproducer licensing requirements under
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*Sec. 30, AS 21.27.020 is amended by
adding new subsections to read:

(0 The director may

(1) adoptregulations
establishing additional education or experience
requirements for applicants or licensees under
this chapter.

(2) make arrangements,
including contracting with an outside agency,
for administration services.

*Sec.31. AS 21.27.025(a)is amended to
read:

(a) A licensee shall notify the
director within 30 days in writing by certified
mail ofa change in residence, employment that
is licensed under this chapter, place of business,
legalname, fictitious name or alias, mailing
address, or phone number; a suspension, [OR]
revocation, or disciplinary action ofa license
by another state orjurisdiction; or a conviction
ofa misdemeanor or felony.

*Sec.32. AS 21.27.060(d) is amended to
read:

(d) This section does notapply, to
an applicant

(1) for a limited license
under AS 21.27.150(1), (2), or (6);
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(a) A licensee shall notify the director
within 30 days in writing”™y certified mail of a
change in residence, employment that is
licensed under this chapter, place ofbusiness,
mailing address, or phone number; a
suspension or revocation of a license by another
state orjurisdiction; or a conviction ofa
misdemeanor or felony.

(d) This section does not apply to an
applicant

(L) for a limited license under
AS 21.27.150;

Comments

Amendments to this section provide for
regulations to establish additional educational
requirements for licensees to implement
continuing education and to contract out some
licensing services for increased efficiency.

Amendments to this subsection require a
licensee to report to the division a change of
name orany disciplinary action taken by
anotherjurisdiction.

Amendment to this subsection would allow the
director, at the director's discretion, to
reestablish testing for certain limited licensees.
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(2) who, at any time within
the two-year period immediately preceding the
date the current pending application is received
by the divsion, had been licensed in good
standing in this state under a license requiring
substantially similar qualifications as required
by the license applied for; or

(3) whose license in its
[THE] residentjurisdiction requires the same
qualifications as the license applied for in this
state if the license in all jurisdictions is in good
standing.

*Sec.33. AS 21.27.100 is amended by
adding a new subsection to read:

(e) An individual in a firm who acta
solely «n behalfofa firm thatis appointed as
an age. *on behalfofan admitted insurer
under this section may not be required to also
have an appointment ifthe individualin the
firm is licensed with that firm .

*Sec.34. AS 21.27.130 is amended to read:

Sec.21.27.130. FORM AND CONTENT
OF LICENSES. A license shall bein the form
the director prescribes and must setout

(1) the name and
[MAILING] address of the licensee, andAif the
licensee iBrequired to have a place of business,
the physical address of the place of business;

(2) if for a firm, the name of
the principal or manager of the firm;
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(2) who, at any time within the
two-year period immediately preceding the date
the current pending application is received by
the division, had been licensed in good standing
in this state under a license requiring
substantially sim ilar qualifications as required
by the license applied for; or

(3) whose license in the resident
jurisdiction requires the same qualifications as
the license applied for in this state if the license
in all jurisdictions is in good standing and its
residentjurisdiction is accredited by the
National Association ofInsurance
Commissioners.

SECTION 21.27.130. FORM AND CONTENT
OF LICENSES. A license mustbe in the form
the director prescribes and must setout

(1) the name and mailing
address ofthe Ticensee, and if the licensee is
required to have a place ofbusiness, the
physical address ofthe place of business;

(2) ifforafirm, the name of the
principal or managerofthe firm;

Comments

Addition of this new subsection is prim arily
editorial in nature and clarifies thatan
appointmentofa firm licensee extends to
persons licensed as an individual in the firm.

Amendment to this section is priman'y
editorial in nature and clarifies the type of
licensee address to be show on a license.
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(3) the kind or class of
insurance the licensee is licensed to handle;

(4) the effective date and
expiration date of the license;

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

(6) the date ofissuance of
the license:

(7) each fictitious name and
alias under wliich the licensee may do business;
and

(8) other nformation
required by the director.

*Sec. 35 AS 21.27.360(h)is amended to
read:

(h) All money, exceptthat made
payable to the insurer, representing premium
taxes and fees, premiumsor return premiums
received by the licensee, shall be received in the
fiduciary accountofthe licensee and shall be
promptly accounted for and paid to the person
entitled to the money. The fiduciary account
shallbelocated in this state unless the
licensee is licensed as anonresidentunder
AS UL27.270. For purposes of this section, the
fiduciary accountofthe firm shall be considered
the fiduciary accountofan individual licensee
acting on behalfofthe firm and shall be the
responsibility of the firm. Money deposited into
a fiduciary accountmay notbe commingled or
othenise combined with other money, except
as allowed under (d) of this section and AS
21.27.365.
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(3) the kind or class ofinsurance
the licensee is licensed to handle;

(4) the effective date and
expiration date of the license;

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

(6) the date ofissuance of the
license;

(7) each fictitious name and
alias under which the licensee may do business;
and

(8) otherinformation required
by the director.

(b)All money, except that made payabhle
to the insurer, representing premium taxes and
fees, premiums  return premiums received by
the licensee, shall be received in the fiduciary
account ofthe licensee and shall be promptly
accounted for and paid to the person entitled to
the money. For purposes of this section, the
fiduciary accountofthe firm shall be considered
the fiduciary accountofan individual licensee
acting on behalfofthe firm and shall be the
responsibility of the firm. Money deposited into
a fiduciary accountmay notbe commingled or
otherwise combined with other money, except
as allowed under (d)ofthis section and AS
21.27.365.

47-

Comments

Amendment to this subsection requires a
resident licensee to maintain its fiduciary

accounts in Alaska.
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*Sec.36. AS 21.27.380(a) is amended to
read:

(a) Exceptas provided in this title,
the director may renew a license biennially on a
date set by the director if the licensee continues
a be qualified under this chapterand on or
hefore the close ofbusiness ofthe renew al
date, meets all renewal requirements
established by regulation and pays the [IF]
renewal license fees setunder AS 21:06.2B0 for
each license to [ARE RECEIVED BY] the
director [ON OR BEFORE THE CLOSE OF
BUSINESS OF THE RENEWALDATE]. A
licensee is responsible for knowing the date
that a license lapsejand forrenewing a license
before expiration. The director shall mail a
renewal notice to the licensee'scurrent addresB
on file with the director 30 days before the
renewal date.

*Sec.37.AS 21.27.420 is amended by adding
a new Bubsection to read:

(c) With the consentofan applicant
orlicensee, the director may issue orrenew a
license with restrictions upon the scope of the
person’s license or may otherwise restrictor
condition the activities of the licensee if the
director determines that the person has violated
the provisions of this title or to protect the
public from injury or potential injury.

*Sec.38. AS 21.27.530 is amended to read:

Sec. 21.27.530. INSURANCE
PRODUCER QUALIFICATIONS. In addition
to the general qualifications underAS
21.27.020, to qualify for issuance or renewal of
an insurance producer license, and applicantof
licensee
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Existing Statutes

(a) Exceptas provided in this title, the director
may renew a license biennially on a date set by
the director if the licensee continues to be
qualified under this chapterand if renewal
license fees set under AS 21.06.250 for each
license are received by the director on or before
the close ofbusiness of the renewal date. A
licensee is responsible for knowing the date
thata license lapses and for renewing a license
before expiration. The director shall mail a
renewal notice to the licensee's current address
on file with the director 30 dayB before the
renewal date.

SECTION 21.27.530. INSURANCE
PRODUCER QUALIFICATIONS. In addition to
the general qualifications under AS 21.27.020,
to qualify forissuance orrenewalofan
insurance producer license, an applicantor

licensee

somments

Amendment to this subsection is prim arily
editorial in nature and clarifies that all license
renewal documents must be received by the
director on or before the renewal date.

Adds a new subsection that provides additional
licensing flexibility by allowing a license to he
issued orrenewed with conditions.

Amendment to this paragraph is primarily
editorial in nature and clarifies that a single
bond may cover multiple locations for a single
licensee.
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_ (1) must possess the
oi»mpetence necessary to fulfill the
responsibilities of an insurance producer;

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

(3) tor a fraternal society
limited insurance producerlicense, shall file
with the application a statementbhy an officer
ordfr'rior of the appointing fraternal society
th A atiirms that the society has satisfied itself
that the applicantis trustworthy and
competent to act as its insurance agent;

(4) for a license with a scope
that includes variable contracts, must either be
currently registered with he federal Securities
and Exchange Commission as a broker-dealer
orpersonally take and pass, to the satisfaction
of the director, tests of the knowledge and
competence of the applicant concerning
securities; and

(5) except for an applicant
or licensee who represents to be and acts solely
on behalfofadmitted insurers as an agentand
who does notreceive money required to be
received in the fiduciary accountofthe licensee,
shall file with the applicant and maintain in
force while licensed a bond in the amountof
$10,000, unless a greateramount is required by
another provision of this title; a licensee who
maintains more than one place ofbusiness
may satisfy the bond requirement with a
single bond.

*Sec-39. AS 21.27.570(aX3XB)isamended
to read:
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Existing Statutes

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

(2) if previously licensed in good
standing in tliis state as an insurance producer,
mustnothave had a license suspended or
revoked within the previous four calendar
years;

(3) for a fraternal society lim ited
insurance producer license, shall file with the
application a statement by an officeror director
of the appointing fraternal society that affirms
that the society nas satisfied itself that the
applicantis trustworthy and competent to act
as its insurance agent;

(4) for a license with a scope
thatincludes variable contracts, must either be
currently registered with the federal Securities
and Exchange Commission as a broker-dealer
orpersonally take and pass, to the satisfaction
ofthe director, tests of the knowledge and
competence ofthe applicant concerning
securities; and

(5) except foran applicantor
licensee who represents to be and nets solely on
behalfofadmitted insurers as an agent ana
who does notreceive money required to be
received in the fiduciary accountofthe licensee,
shall file with the application and maintain in
force while licensed a bond in the amount of
$10,000, unless a greater amountis required by
another provision of this title.
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Comments

Amendment to this paragraph is primarily
editorial in nature and clarifies by adding
punctuation suggested by the NAIC

accreditation team.
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(B) the controlling insurance
producer shall render accounts to the controlled
insurer detailing all transactions™ including
inform ation in use accounts necessary to
support compensation, commissions, charges,
and other fees received by, or owing to, the
controlling producer;

*Sec. 40, AS 21.27.620(j) is amended to
read:

() If the director determines after
a hearing under AS 21.06.170 - 21.06.240 that a
managing general agent caused loss or
damage arising outofviolation of AET21.27.590
-21.27.630 to an insurer, the director may
order the managing general agent to make
restitution to the insurer, receiver, [THE]
rehabilitator, or [THE] liquidatorof the insurer
for the lose. Restitution ordered under this
subsection is in addition to any other liability of
the managing general agent and does not affect
the rights ofa policyholder, claimant, creditor,
or third party. The directormay maintain
orbring a civilaction broughtbv c-on
behalfofthe insurerand its policyholders
and creditors forrecovery of
compensatory damages for the henefitof
the insurerand its policyholders and
creditors or seek otherappropriate relief.
Ifan orderofrehabilitation or liguidation
ofthe insurer has been entered under
AS 21.78, the receiverappointed under the
orderdetermines thata persou hasnot
materially complied with AS 21.27.590 -
21.27.830 oran orderofthe director, and
the insurersuffers lossordamage from
the noncompliance, the receivermay bring
a civilaction forrecovery ofdamagesor
otherappropriate sanctions for the benefit
ofthe insurer.
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Existing Statutes

(B) the controlling
insurance producer shall render
accounts to the controlled insurer
detailing all transactions including
inform ation necessary io support
compensation, commissions, charges,
and other fees received by, or owing to,
the controlling producer,

(j) If the director determines after a
hearing under AS 21.06.170 -21.06.240 that a
managing general agent caused iosb arising out
ofa violation ofAS 21.27,590 - 21.27.630 to an
insurer, the director may order the managing
general agent to make restitution to the
insurer, tne rehabilitator, or the liguidator of
the insurer for the loss. Restitution ordered
under this subsection is in addition to any other
liability of the managing general agent and
does not affect the rights of a policy holder,
claimant, creditor, or third party.

Comments

Amendment to this subsection adds language
from updated NAIC Managing General Agents
Act to allow the director to bring a civil action
to recover damages from an MGA.
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*Sec.41. AS 21.27.690(b)ib amended to
read:

(b) AN [ADOMESTIC]insurer may
use a nonresidert reinsurance intermediary
broker who is z.o't licensed under this chapter if
the person is licensed in good standing as a
resident reinsurance intermediary broker by an
insurance regulator ofanother state thatis
accredited by the National Association of
Insurance Commissioners. Upon written
request, the director may grant written
permission fora domestic insurer to use an
alien reinsuri oeeintermediary broker not
licensed hy and withouta place of business in a
jurisdiction subject to accreditation by the
National Association of Insurance
Commissioners if the alien reinsurance
intermediary broker is licensed in good
standing by its domiciliary insurance regulator.
The domestic insurer and unlicensed
reinsurance intermediary broker are subject to
all other requirements of this section.

*Sec.42. AS 21.27.690(e)isamended to
read:
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(b) A domestic insurer may use a
nonresident reinsurance intermediary broker
who is notlicensed under this chapter if the
person is licensed in good standing as a
resident reinsurance intermediary broker by an
insurance regulatorofanother state thatis
accredited by the National Association of
Insurance Commissioners. Upon written
request, the director may grant written
permission fora domestic insurer to use an
alien reinsurance intermediary broker not
licensed by and without a place ofbusinessin a
jurisdiction subject to accreditation by the
National Association of Insurance
Commissioners if the alien reinsurance
intermediary brokeris licensed in good
standing by its domiciliary insurance regulator.
The domestic insurer and unlicensed
reinsurance interm idiary broker are subject to
all otherrequirements of this section.

-51-

Comments

Amendment to this subsection provides that the
exemption from licensure fcr non-resident
reinsurance inter* .ediaiy brokers who are
licensed in an accieditea residentjurisdiction is
extended to authorized insurers.

Amendment to this subsection adds language
from updated NAIC Reinsurance Intermediary
Model Act to allow the director to bring a civil
t tion torecoverdamages from reinsurance
intermediary brokers.
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(e) Ifthe director determines after
a hearing under AS 21.06.170 -21.06 240 that a
reinsurance intermediary broker caused losses
ordamage arising out of violation o'. AS
21.27.670 -21.27.700 to an insurer or reinsurer,
the director may order the reinsurance
intermediary broker to make restitution to the
insurer, reinsurer, receiver, rehabilitator, or
liguidator of the insurer orreinsurer for the net
losses incurred by the insurerorreinsurer.
Restitution ordered under this subsection is in
addition to any other liability of the
reinsurance intermediary broker and does not
affect the rights ofa policyholder, claimant,
creditor, or third party. Tne directormay
maintain orbring a civil action broughthbv
oronbehalfofthe reinsurerorinsurer
and its policyholders and creditors for
recovery of compensatory damages for the
hbenefitofthe reinsurerorinsurer and its
policyholders and creditors or seek other
appropriate relief. Ifan orderof
rehabilitation or liguidation ofthe insurer
has been entered under AS 21.76, the
receiver appointed underthe order
determines thata person hasnot
materially complied Wi{h AS 21.27.670 -
21.27.700 oran order OTthe director, and
the insurersuffers loss orrfnmage from
the noncom pliance, the receivermay bring
a civilaction forrecovery ofdamages or
otherappropriate sanctions for the benefit
of the insurer.

« Sec.43. AS 21.27.760(j) is amended to
read:
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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 ofa violation of AS 21.27.670 -
21.27.700 to an insurer orreinsurer, the
director may order the reinsurance
intermediary broker to make restitution to the
insurer, reinsurer, rehabilitator, or liguidator of
the insureror reinsurer for the net losses
incurred by the insurerorreinsurer.
Restitution ordered under this subsection is in
addition to any other liability of the
reinsurance intermediary broker and does not
affect the rights ofa policyholder, claimant,
creditor, or third party.

-5o-

Comments

Amendment to this suiriettion adds language
from updated NALC Reinsurance Intermediary
Model Act to allow the director to bring a civil
action to recover damages from reinsurance
intermediary managers.
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(j If the director determines after
a hearing under AS 21.06.170 -21.06.240 that a
reinsurance intermediary manager caused
losses O damage arising outofviolation of AS
21.27.730 -21.27.770 to an insurer orreinsurer,
the director may order the reinsurance
intermediary manager to make restitution to
the insurer, reinsurer, receiver, rehabilitator,
orliquidator of the insurerorreinsurer for the
netlosses incurred by the insureror reinsurer.
Restitution ordered under this subsection is in
addition to any other liability of the
reinsurance intermediary manager and does not
affect the rights ofa poucvholder, claimant,
creditor, or third party. The director may
maintain or bring a civilaction broughthby
oron behalfofthereinsurerorinsurer
and its policyholders and creditors for
recovery ofcompensatory damages for the
benefitofthe reinsurerorinsurer and its
policyholders and creditors or seek other
appropriate relief. Ifan order of
rehabilitation orliquidation of the insurer
has been entered under AH 21.78, the
receiverappointed under the order
determines thata person hasnot
materially complied with AS 21J27.730 -
21.27.770 oran orderofthe director, and
the insurer suffers loss ordamage from
the noncompliance, the receivermay bring
a civilaction forrecovery ofdamagesor
otherappropriate sanctions for the benefit
of the insurer.

*Sec. 44, AS 21.34.040(cX4)is emended to
read:
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(j) If the director determines after a
hearing under AS 21.06.170 -21.06.240 that a
reinsurance intermediary manager caused
losses arising out ofa violation of AS 21.27.730
-21.27.770 to an insurer or reinsurer, the
direcf_rmay order the reinsurance
intermediary manager to make restitution to
the insurer, reinsurer, rehabilitator, or
liguidator of the insurer or reinsurer for the net
losses incurred by the insureror reinsurer.
Restitution ordered under thiB subsection is in
addition to any other liability of the
reinsurance intermediary manager and does not
affect the rights ofa policyholder, claimant,
creditor, or third party.

Comments

The amendment to this paragraph is to include
incorporated underwriters as members ofa
group ofinsurers such as Lloyd’'s. Lloyd’s
recently allowed incorporated members tojoin
the unincorporated members. The incorporated
members may not be engaged in any business
other than underwriting.
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(4) a Lloyd's orother similar
Aroup including incorporated and
individual unincorporated underw riters,
rr.ROUFTIF ALIEN INDIVIDUAL INSURERS]
may qualify if it maintains a trust fund in an
amount not less than $50,000,000, as security
to the full amount, for the protection of all its
policyholders and creditors ofeach member of
the group in the United States; the
incorporated membersmavnnothbe
engaged in anv buainess ocherthan
underwriting asamemberofthe group
and shallbe subjectto the same level M
solvency regulation and control fov the
group’'sdomiciliary regulator as are the
unincorporated members; the trust fund
mustconsistofinstruments of substantially the
same character and quality as those that are
eligible investments tor the capital and
statutory reserves ofadmitted insurers
authorized to write like Kinds ofinsurance in
this state or of irrevocable, clean, and
unconditional letters ofcredit; the trust fund
must have an expiration date thatatno time is
leas than five yeara;

*Sec. 45 AS 21.34.080(c)is amended to
read:

JT/mme332.jt

Existing Statutes

(4) a Lloyd's or other similar
unincorporated group  alien individual
insurers may qualify if ii maintains a trust
bind in an amount not lesi than $50,000,000,
as security to the full amount, for the protection
ofallits policy holders and creditors of each
memberofthe group in the United States; the
trust fund must consistofinstruments of
substantially the same character and quality as
those that are eligible investments for the
capital and statutory reserves of adm itted
insurers authorized to write like kinds of
insurance in this state orofirrevocable, clean,
and unconditional letters of credit; the trust
fund musthave an expiration date that at no
time is less than five years;

Comments

The amendment to this subsection clearly
establishes who must execute the affidavit that
notice was given to the insured and when that
notice must be given,
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