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Chapter 02. General Occupational Licensing Functions.

(Words in boldface and underlined indicate language being added; words [CAPITALIZED
AND BRACKETED] indicate language being deleted. Complete new sections are not
underlined.)

12 AAC 02 is amended by adding a new article to read:
Article 4. Real Estate Errors and Omissions Insurance.

Section

510. Minimum standards

520. Exceptions to coverage

530. Group policy approval requirements

540. Equivalent coverage

550. Standards for equivalent coverage

560. Notification required for cancellation

570. Maximum amount of premium

580. Method of adjustment

590. Definitions

12 AAC 02.510. Minimum standards. (a) The group policy obtained by the
commission must be provided by an insurer with a certificate of authority issued under AS 21.09
and shall provide to each individual licensee, at a minimum, the following terms of coverage:

(1) not less than one hundred thousand dollars single-limit liability coverage for
each licensee per occurrence or claim made, the claims and claims expenses shall be in addition
to the limits of liability;

(2) an annual aggregate limit of not less than two hundred thousand dollars per
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licensee;

(3) a deductible amount for each occurrence of not more than one thousand
dollars for single-limit liability coverage and two thousand-five hundred dollars maximum
additional deductible for defense and investigation;

(4) an extended reporting provision of ninety days and an option to purchase an
additional three years extended reporting provision for a premium not to exceed two hundred
percent of the premium charged for the last year of the terminating coverage;

(5) the ability of a licensee, upon payment of an additional premium, to obtain
higher or excess coverage or to purchase additional coverages from the group carrier as may be
available from the insurer;

(6) the coverage provided under the group plan is individual and license-specific
and shall cover the licensee regardless of changes in employing broker; and

(7) prior acts coverage shall be offered to licensees with continuous past
coverage.

(b) The group policy obtained by the commission shall contain a provision requiring the
consent of the insured to settle a claim.

(c) The insurance carrier which provides the group plan of errors and omissions
insurance under these regulations shall:

(1) maintain an A.M. best rating of “B+” or better and financial size category of
class VI or higher;

(2) maintain a certificate of authority issued by the director of the Alaska
Division of Insurance to transact insurance business in Alaska; and to be in compliance with

Alaska insurance statutes;
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(3) provide the errors and omissions insurance after notification by the
commission that it is the successful bidder for the group plan, after the competitive bidding
process;

(4) enter into contract to provide said group errors and omissions plan in
conformity with said contract, these regulations, and the Alaska insurance law; and

(5) collect premiums, maintain records, and report the names of those insured
and claims experience, date of claim, amount paid, nature of claim, claims information on annual
or bi-annual basis. (Eff. /[ , Register )

Authority: AS08.88.172

12 AAC 02.520. Exceptions to coverage. Except as provided in this section, the group
policy obtained under 12 AAC 02.510 and required by AS 08.88.172 may not exclude claims
brought against the insured licensee arising out of an act or failure to act by the licensee when
performing a professional service for which a real estate license is required. Coverage may limit
or exclude claims brought against a licensee which arise as follows:

(1) out of claims or suits made or brought by any insured person against any
other
insured person within the same firm or from compensation disputes between licensees;
(2) out of loss assumed under contract or agreement, except for liability the
insured would have had in the absence of such agreements;
(3) from any criminal, dishonest, fraudulent, or willful act or omission; this
exclusion does not apply to any insured person who did not personally participate in committing

such an act or omission and who, upon having knowledge of the act or omission, reported it;
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(4) from unlawful discrimination committed by or for the insured person;

(5) from fines or penalties imposed by law;

(6) from bodily injury, personal injury, advertising injury, or property damage;

(7) from related business activities for which a license is not required under this
chapter;

(8) from hazardous materials, nuclear materials, or pollutants;

(9) from prior wrongful acts unless specific prior acts coverage is provided;

(10) from any violation of 15 U.S.C. 77a — 77aa (Securities Act of 1933) or 15
U.S.C. 78a — 78mm (Securities Exchange Act of 1934) or any state blue sky or securities law or
similar state or federal statutes; or

(11) other standard exclusions that are typical in a professional liability insurance
policy may be permitted, subject to approval by the Alaska Division of Insurance under 12 AAC
02.530. (Eff. /|  ,Register )

Authority:  AS 08.88.172

12 AAC 02.530. Group policy approval requirements. Any group policy to be issued
must conform to the standards and practices of the insurance industry and be filed with and for
approval by the Alaska Division of Insurance. (Eff. _ / / , Register )

Authority: AS08.88.172

12 AAC 02.540. Equivalent coverage. An active licensee who chooses the option of
obtaining errors and omissions insurance independently from a carrier other than the group

carrier under contract with the commission must show evidence of coverage by providing
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certification of coverage on a form prescribed by the commission. The form must show proof
that the licensee has coverage in compliance with the minimum standards set out in 12 AAC
02.510. The form must be signed by an authorized representative of the insurance company and
must contain language committing the providing company to notify the Alaska Real Estate
Commission if the policy lapses or is not renewed in the matter provided by 12 AAC 02.560.
(Eff. /| Register )

Authority: AS08.88.172

12 AAC 02.550. Standards for equivalent coverage. A carrier issuing insurance
coverage pursuant to AS 08.88.172(c)(2) must be an insurer with a certificate of authority issued
under AS 21.09. All activities contemplated under AS 08.88.172 must be covered. The
insurance must meet the minimum coverage standards of 12 AAC 02.510. However a broker
employing other real estate licensees may comply with the requirements of 12 AAC 02.510(a)(1)
and (2) by obtaining insurance with coverage of a minimum of two hundred thousand dollars per
occurrence and one million dollars aggregate, if all licensees associated with the broker are
covered. (Eff. __ / / Register )

Authority:  AS 08.88.172

12 AAC 02.560. Notification required for cancellation. If equivalent coverage
insurance obtained by a licensee under AS 08.88.172(c)(2) is to lapse or not be renewed, the
providing company must notify the real estate commission of the intent to lapse or not to renew,
a minimum of thirty days before the expiration date of the term. It is the responsibility of the

employing broker or licensee as applicable, to instruct the providing company to provide this
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notice to the commission. (Eff. _ / [/ , Register )

Authority:  AS 08.88.172

12 AAC 02.570. Maximum amount of premium. The maximum amount of premium
to be charged a licensee under the group policy obtained under 12 AAC 02.510 is $250. (Eff.
] , Register )

Authority: AS08.88.172

12 AAC 02.580. Method of adjustment. The terms of coverage under 12 AAC
02.510(a) and the maximum amount of the premium under 12 AAC 02.570 shall be adjusted
annually by the department to reflect the change in the consumer price index for all urban
consumers in the Anchorage metropolitan area, rounded to the nearest multiple of $10. (Eff.
|| ,Register )

Authority:  AS 08.88.081 AS 08.88.172

12 AAC 02.590. Definitions. In this chapter, unless the context requires otherwise:

(1) “aggregate limit” means the maximum liability of an insurer regardless of the
number of claims during the policy term;

(2) “equivalent coverage” means coverage obtained independently of the group
plan available from the commission and which complies with the requirements, terms and
conditions as set forth in this chapter;

(3) “errors and omissions insurance” means professional liability insurance that

provides coverage to holders of active Alaska real estate brokers, associate brokers, and
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salesperson licenses for negligent errors and omissions made during the course of real estate
transactions, subject to the coverage’s, limitations and exclusions of the specific insurance policy
or policies in place;

(4) “extended reporting period” means a designated period of time after a claims-
made policy has expired during which a claim may be made and coverage triggered as if the
claim has been made during the policy period,;

(5) “prior acts coverage” means the insurance policy provides coverage for
claims that are made during a current policy period, but the act or acts causing the claim or
injuries for which the claim is made occurred prior to the inception of the current policy period;

(6) “single-limit liability” means the maximum limit payable, per licensee, for

damages arising out of the same error, omission, or wrongful act. (Eff. /[ , Register
_ )
Authority:  AS 08.88.081 AS 08.88.172

The article heading for Article 4 is amended to read:

Article 5 [4]. General Provisions.
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