
CARL T.C. GUTIERREZ 

NOV 0 7 2001 
GOVERNOR OF GUAM 

The Honorable Joanne M. S. Brown 
Legislative Secretary 
I Mina'Bente Sais na L'ieslaturan G u a m  
Twenty-Sixth Guam Legislature 
Suite 200 
130 Aspinal Street 
Hagitiia, Guam 96910 

Dear Legislative Secretary Brown: 

Enclosed please find Substitute Bill No. 94 (LS) "AN ACT TO ADD $5 1211 1, 121 12, 15704.1, 
15704.2, 15705.1 AND 15711 TO TITLE 22 OF THE GUAM CODE ANNOTATED, 
RELATIVE TO INSURANCE LAWS ON GUAM" which was vetoed and subsequently 
ovemdden by i Liheslatura, the Legislature. This legislation is now designated as Public Law No. 
26-56. 

Notwithstanding the override, the previous objections to this legislation stiU stand: 

'This legislation is opposed by many, if not all, of the banks doing business on Guam. There are 
provisions in this legislation which purport to prohibit banks from requiring insurance on assets 
that they lend money on, prohibit banks from comparing the fmancial strength of insurance 
companies, and requiring banks to pay a bond of $25,000 to engage in licensed insurance 
activities. The legislation is in conflict with federal law on various banking subjects. 

The bond requirement is especially ludicrous when considering the capital requkements that banks 
must meet, and is discriminatory since it is imposed on banks and not others. 

Most especially, this legislation appears to allow insurance companies to do business on Guam 
that are not properly backed up by the required capital. This is a disservice to the public." 

In addition to these objections previously made, it should be noted that although Senators Moylan 
and Calvo did not vote on the legislation, that the legislation is designed to benefit some insurance 
interests. The members of the legislature as a whole acceded in assisting the private interests of 
some members. 

V e w y  yours, I OFFIE OF THE !-E~~mvE sEcRETAR1 

Carl T. C. Gutiemz 
I Magalahen Guaan 
Governor of Guam 

ACKNOWLEDGMENT riEt ElPT 

Received By ----- I 

Attachments: copy of 'll for signed or overridden legis1atio4 Data \\b7/01 
A 

cc: The Honorable Antonio R. Unpingco 
Speaker 
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MINA'BENTE SAIS NA LIHESLATURAN GUAHAN 
2001 (FIRST) Regular Session 

CERTIFICATION OF PASSAGE OF AN ACT TO I MAGA'WIEN G U ~ I A N  

This is to cerhfy that Substitute Bill No. 94 (LS), "AN ACT TO ADD §§ 12111, 
12112, 15704.1,' 15704.2, 15705.1 AND 15711 TO TITLE 22 OF THE GUAM 
CODE ANNOTATED, RELATIVE TO INSURANCE LAWS ON GUAM," 
returned without approval of I Maga'lahen Guihan, was reconsidered by I - - - 

Liheslaturan Guihan and after such consideration, did agree, on the 5" day of - 
November, 2001, to pass said bill notwithstanding the veto of 1 ~ a ~ a ' l i h e n  
Guihan by a vote of ten (10) members. 

Speaker 

&-&ator and Legislative Secretary 

This Act war received by I Maga'lahen Gudhan this 6% day of ,/!h~Pm&, 
2001, at 3 :&I olclock 

Assistant Staff Officer 
Maga'lahi's Office 

Public Law No. 26-56 



MINA'BENTE SAIS NA LIHESLATURAN GUAHAN 
2001 (FIRST) Regular Session 

Bill No. 94 (LS) 
As substituted by the Committee 
on Tourism, Transportation and 
Economic Development and amended. 

Introduced by: A. L.G. Santos 
F. P. Camacho 
J. F. Ada 
T. C. Ada 
F. B. Aguon, Jr. 
J. M.S. Brown 
M. C. Charfauros 
Mark Forbes 
L. F. Kasperbauer 
L. A. Leon Guerrero 
V. C. Pangelinan 
A. R. Unpingco 
J. T. Won Pat 

AN ACT TO ADD 99 12111, 12112, 15704.1, 15704.2, 
15705.1 AND 15711 TO TITLE 22 OF THE GUAM 
CODE ANNOTATED, RELATIVE TO INSURANCE 
LAWS ON GUAM. 

1 BE IT ENACTED BY THE PEOPLE OF GUAM: 

2 Section 1. Section 12111 is hereby added to Article 1, Chapter 12, Division 2 

3 of Title 22 of the Guam Code Annotated to read as follows: 

4 "Section 12111. Misrepresentations and False Advertising 

5 Prohibited. 

6 (a) No person shall: 

7 (1) make, issue, circulate, or cause to be made, issued 

8 or circulated, any estimate, circular or statement 



1 misrepresenting the terms of any policy issued, or to be issued, 

2 or the benefits or advantages promised thereby, or the 

3 dividends or share of the surplus to be received thereon; 

4 (2) make any false or misleading statement as to the 

5 dividends or share of surplus previously paid on similar 

6 policies; 

7 (3) make any misleading representation or any 

8 misrepresentation as to the financial condition of any insurer, 

9 or as to the legal reserve upon which any life insurer operates; 

10 or 

11 (4) use any name or title of any policy or class of 

12 policies misrepresenting the true nature thereof. 

13 (b) O n l y  the words in the carrier's actual policy are 

14 actionable, and falsely written advertisements by the carrier about its 

15 actual policy shall not give rise to a cause of action against the carrier; 

16 provided, the carrier, or its licensed representative, is not in violation 

17 of Subsection (a) herein." 

18 Section 2. Section 12112 is hereby added to Article 1, Chapter 12, Division 2 

19 of Title 22 of the Guam Code Annotated to read as follows: 

20 "Section 12112. Twisting Prohibited. No person shall make or 

21 issue, nor cause to be made or issued, any written statement 

22 misrepresenting or making incomplete comparisons as to the terms, 

23 conditions or benefits contained in any policy for the purpose of inducing, 

24 or attempting to induce, the policyholder to lapse, forfeit, surrender, retain, 

25 exchange or convert any insurance policy." 



1 Section 3. Section 15704.1 is hereby added to Article 7, Chapter 15, Division 

2 2 of Title 22 of the Guam Code Annotated to read as follows: 

3 "Section 15704.1. Application for License. 

4 (a) A person applying for a resident insurance producer 

5 license shall make application to the insurance commissioner on the 

6 Uniform Application and declare under penalty of refusal, 

7 suspension or revocation of the license that the statements made in 

8 the application are true, correct and complete to the best of the 

9 individual's knowledge and belief. Before approving the application, 

10 the insurance commissioner shall find that the individual: 

11 (1) is at least eighteen (18) years of age; 

12 (2) has not committed any act that is a ground for 

13 denial, suspension or revocation set forth in this Title; 

14 (3) has paid the fees set forth in this Title; and 

15 (4) has successfully passed the examinations for the 

16 lines of authority for which the person has applied. 

17 (b) A business entity acting as an insurance producer is 

18 required to obtain an insurance producer license. Application shall 

19 be made using the Uniform Business Entity Application. Before 

20 approving the application, the insurance commissioner shall find 

21 that: 

22 (1) the business entity has paid the fees set forth in this 

23 Title; and 

24 (2) the business entity has designated a licensed 

25 producer responsible for the business entity's compliance with 



1 the insurance laws, rules and regulations of Guam." 

2 Section 4. Section 15704.2 is hereby added to Article 7, Chapter 15, Division 

3 2 of Title 22 of the Guam Code Annotated to read as follows: 

4 "Section 15704.2. Licensing of Agents. 

5 (a) No person, corporation or bank shall act as an agent of 

6 any: (i) local mutual aid association; (ii) local mutual burial 

7 association; (iii) statewide mutual assessment corporation; (iv) 

8 government mutual insurance company; (v) casualty company 

9 writing accident and health insurance; (vi) health maintenance 

10 organization; or (vii) any other type of insurance carrier licensed to 

11 do business on Guam and which insurance carrier's agents are 

12 required to be licensed under the provisions of this Article, on the 

13 date that this Chapter shall become effective; shall have first 

14 procured a license from the Department as in this Article is provided, 

15 unless that individual or entity, and no such insurance carrier shall 

16 appoint any person, corporation, or bank shall have obtained a 

17 license under the provisions of this Article; and no such person, 

18 corporation or bank who obtains a license shall engage in business as 

19 an agent until that individual or entity shall have been appointed to 

20 act as an agent by some duly authorized insurance carrier designated 

21 by the provisions of this Article, and authorized to do business on 

22 Guam. 

23 Any person, corporation or bank desiring to act as an agent of 

24 any insurance carrier licensed to do business on Guam and writing 

25 health and accident insurance may obtain a separate license as an 



agent to write health and accident insurance; provided, such person, 

corporation or bank complies with the provisions of this Article, and 

has been appointed to act as an agent by some duly authorized 

insurance carrier authorized to do health and accident insurance 

business on Guam. 

(b) No insurer or licensed insurance agent doing business on 

Guam shall pay directly or indirectly any commission, or other 

valuable consideration, to any person, corporation or bank for 

services as an insurance agent within Guam, unless such person, 

corporation or bank shall hold a currently valid license to act as an 

insurance agent as required by the laws of Guam; nor shall any 

person, corporation or bank, other than a duly licensed agent, accept 

any such commission or other valuable consideration. 

(c) Unless denied licensure pursuant to this Section, persons 

who have met the requirements of §§ 15703 and 15704.1 shall be 

issued an insurance producer license. An insurance producer may 

receive qualification for a license in one (1) or more of the following 

lines of authority: 

(1) life-insurance coverage on human lives, including 

benefits of endowment and annuities, and may include benefits 

in the event of death or dismemberment by accident and 

benefits for disability income; 

(2) accident and health or sickness-insurance coverage 

for sickness, bodily injury or accidental death, and may include 

benefits for disability income; 



(3) property-insurance coverage for the direct or 

consequential loss or damage to property of every h d ;  

(4) casualty-insurance coverage against legal liability, 

including that for death, injury or disability, or damage to real 

or personal property; 

(5) variable life and variable annuity products- 

insurance coverage provided under variable life insurance 

contracts and variable annuities; 

(6) personal lines-property and casualty insurance 

coverage sold to individuals and families for primarily non- 

commercial purposes; 

(7) credit-limited line credit insurance; or 

(8) any other line of insurance permitted under Guam 

laws or regulations. 

(d) An insurance producer license shall remain in effect 

unless revoked or suspended as long as the fee set forth in this Title is 

paid. 

(e) A licensed insurance producer who is unable to comply 

with license renewal procedures due to military service or some 

other extenuating circumstance may request a waiver of those 

procedures. The producer may also request a waiver of any 

examination requirement, or any other fine or sanction imposed for 

failure to comply with renewal procedures. 

(f) The license shall contain the licensee's name, address, 

personal identification number, the date of issuance, the lines of 



authority, the expiration date and any other information the 

insurance commissioner deems necessary. 

(g) Licensees shall inform the insurance commissioner by 

any means acceptable to the insurance commissioner of a change of 

address within ninety (90) days of the change. 

(h) In order to assist in the performance of the insurance 

commissioner's duties, the insurance commissioner may contract 

with non-governmental entities, including the National Association 

of Insurance Commissioners ('NAIC'), or any affiliates or subsidiaries 

that the NAIC oversees, to perform any ministerial functions, 

including the collection of fees, related to producer licensing that the 

insurance commissioner and the non-govenunental entity may deem 

appropriate." 

Section 5. Section 15705.1 is hereby added to Article 7, Chapter 15, Division 

2 of Title 22 of the Guam Code Annotated to read as follows: 

"Section 15705.1. Non-resident Licensing. 

(a) Unless denied licensure pursuant to 5 157119, a non- 

resident person shall receive a non-resident producer license if: 

(1) the person is currently licensed as a resident and in 

good standing in that person's home state; 

(2)  the person has submitted the proper request for 

licensure and has paid the required fees; 

(3) the person has submitted or transmitted to the 

insurance commissioner the application for licensure that the 

person submitted to that person's home state, or in lieu of the 



same, a completed Uniform Application; and 

(4) the person's home state awards non-resident 

producer licenses to residents of Guam on the same basis. 

(b) The insurance commissioner may verify the producer's 

licensing status through the Producer Database maintained by the 

National Association of Insurance Commissioners ('NAIC'), its 

affiliates or subsidiaries. 

(c) A non-resident producer who moves from one (1) state to 

another state, or a resident producer who moves from Guam to 

another state, shall file a change of address and provide certification 

from the new resident state within thirty (30) days of the change of 

legal residence. 

(d) Notwithstanding any other provisions of this Act, a 

person licensed as a surplus lines producer in that person's home 

state shall receive a non-resident surplus lines producer license 

pursuant to Subsection (a) of this Section. Except as to Subsection (a), 

nothing in this Section otherwise amends or supercedes any 

provision regulating excess and surplus lines. 

(e) Notwithstanding any other provisions of this Act, a 

person licensed as a limited line credit insurance or other type of 

limited lines producer in that person's home state shall receive a non- 

resident limited lines producer license, pursuant to Subsection (a) of 

this Section, granting the same scope of authority as granted under 

the license issued by the producer's home state." 

Section 6. Section 15711 is hereby added to Article 7, Chapter 15, Division 2 



1 of Title 22 of the Guam Code Annotated to read as follows: 

2 "Section 15711. Application for License; to Whom License May be 

3 Issued. 

4 (a) Definitions. 

5 (1) In this Section, 'person' means an individual or 

6 business entity. The term 'partnership' or 'agency partnership,' as 

7 used in this Section, means a general partnership or a 

8 registered limited liability partnership. 

9 (2) In this Section, the term 'corporation' shall mean a 

10 corporation organized under the general corporation laws of 

11 Guam, or a Guam domiciled limited liability company 

12 organized or existing under Guam's Limited Liability 

13 Company Act having its principle place of business on Guam 

14 and having as one (1) of its purposes the authority to act as an 

15 insurance agent. The licensing and regulation of a limited 

16 liability company shall be subject to the same provisions and 

17 requirements of this Article that are applicable to corporations 

18 licensed under this Article. 

19 (3) In this Article, 'bank' means a national banking 

20 association organized and existing under the National Bank 

21 Acts (12 U.S.C. § 21, et seq.); a state bank organized and existing 

22 under the banking laws of Guam; a Savings Bank organized 

23 and existing under the banking laws of Guam; and a bank 

24 branch, or a bank operating subsidiary, as defined by Guam or 

25 Federal law, that is located and doing business on Guam. 



(b) Application for License; to Whom License May be 

Issued. 

(1) Any person, corporation or bank that desires to 

become an agent for a local mutual aid association, a local 

mutual burial association, a government mutual assessment 

corporation, a government mutual insurance company, a 

casualty company writing accident and health insurance 

company, or any other type of insurance carrier licensed to do 

business on Guam, the agents of which are required to be 

licensed under this Article, shall submit to the Department an 

application for a license in the form required by the 

Department. 

(2) The application must bear a signed endorsement by 

an officer, or properly authorized representative of the 

insurance carrier, that the individual applicant or the 

responsible officer and employee of the bank is qualified to 

hold that individual, the partnership or the bank out in good 

faith to the general public as an insurance agent, and that the 

insurance carrier desires that the applicant act as an insurance 

agent to represent it on Guam. 

(3) The Department shall issue a license to an 

individual or to a general partnership or corporation e n g a p g  

in the business of insurance. Nothing contained herein shall be 

construed to permit any unlicensed employee or agent of any 

corporation to perform any act of an agent under this Article 



without obtaining a license. 

(4) The Department shall issue a license to a bank ifthe 

Department finds that: (i) the bank satisfies the definition of 

this Article; (ii) at least one (1) officer of the bank and each 

individual who will be performing any acts as an agent for the 

bank are individually licensed under this Article; (iii) the bank 

shall pay gross receipt taxes on the commission, fee income or 

income it receives; provided, that should there be any law in 

conflict with this provision, that this Section shall control in so 

far as it deals with income derived from activities related to the 

business of insurance; and (iv) the bank will have the ability to 

pay any sums up to Twenty-five Thousand Dollars ($25,000.00) 

that it might become legally obligated to pay on account of any 

claim made against it by a customer and caused by a negligent 

act, error or omission of the bank, or any person for whose acts 

the bank is legally liable in the conduct of its business under 

this Article. 

Banks shall not force or induce any customer into buying, 

transferring or rolling over any insurance coverage in favor of 

coverage which the bank will directly or indirectlyreceive a fee 

income, commission or income. 

Banks may sell insurance and may replace, transfer or rollover 

coverage ifit is in the best interest of the customer to do so. The term 

'best interest' shall include, but not be limited to: an explanation 

between the coverage and price of a product the bank is offering 



versus the coverage the customer currently has in force. Comparing 

companies financial strength shall not be permitted, or any other 

activity in violation of this Title. The term 'customer' means any 

person, firm or corporation to whom the bank sells, or attempts to 

sell, a policy of insurance, or from whom the bank accepts an 

application for insurance. 

That ability shall be proven through: (i) an errors and 

omissions policy insuring the bank against errors and omissions in at 

least the sum of One Hundred Thousand Dollars ($100,000.00) with 

not more than a Ten Thousand Dollar ($10,000.00) deductible feature, 

issued by an insurance company licensed to do business on Guam, or 

f a  policy cannot be obtained from a company licensed to do business 

on Guam, a policy issued by a company not licensed to do business 

on Guam upon filing an affidavit with the Department stating the 

inability to obtain coverage; (ii) a bond executed by the bank as 

principal and a surety company authorized to do business on Guam, 

as surety, in the principal sum of Twenty-five Thousand Dollars 

($25,000.00), payable to the Department for the use and benefit of 

customers of the bank, conditioned that the bank shall pay any final 

judgment recovered against it by a customer; or (iii) a deposit with 

the comptroller of cash or securities, with a fair market value of 

Twenty-five Thousand Dollars ($25,000.00). 

The comptroller shall accept and receive the deposit and hold it 

exclusively for the protection of a customer of the bank who recovers a 

final judgment against the bank. The deposit may be withdrawn only 



upon filing with the Department satisfactory evidence that the bank 

has withdrawn from the business of insurance and has no unsecured 

liabilities outstanding, or that the bank has provided for the 

protection of its customers by furnishing an errors and omissions 

policy, or a bond, as provided by this Subsection. 

Securities so deposited may be exchanged from time to time for 

other qualified securities. A binding commitment to issue such a 

policy or bond, or the tender of applicable securities, is sufficient in 

connection with an application for license. Nothing in this 

Subsection permits an unlicensed employee or agent of a bank to 

perform any act of an agent under this Article without obtaining a 

license, except that no bank, partnership, corporation or any other 

legal business entity needs to procure an insurance license to sell 

credit life, mortgage life or personal accident insurance. 

A bank licensed as an agent under this Article must maintain 

the insurance records of the bank, including all files relating to 

customer complaints, separate from records relating to the banking 

transactions of the bank. Ifat any time a bank that holds an agent's 

license does not maintain the qualifications necessary to obtain a 

license, the license of that bank to act as an agent shall be canceled or 

denied in accordance with this Article. Each bank licensed as an 

agent under this Article shall file under oath with its application for 

license renewal a list of the name and address of each individual who 

will be acting as an agent on behalf of the bank." 

Section 7. Severability. Ifany provision of this Act or its application to 



1 any person or circumstance is found to be invalid or contrary to law, such 

2 invalidity shall not affect other provisions or applications of this Law which can 

3 be given effect without the invalid provisions or applications, and to this end the 

4 provisions of this Law are severable. 



CARL T.C. GUTIERREZ 
GOVERNOR OF GUAM 

OCT f 6 2001 
The Honorable Joanne M. S. Brown 
Legislative Secretary 
I Mina'Bente Sais na Lieslaturan G u h  
Twenty-Skth Guam Legislature 
Suite 200 
130 hpinal Street 
Hagitiia, Guam 96910 

Dear Legislative Secretary Brown: 

Enclosed please fmd Substitute Bill No. 94 (LS) "AN ACT TO ADD $8 12111, 12112. 15704.1, 
15704.2, 15705.1 AND 15711 TO TITLE 22 OF THE GUAM CODE ANNOTATED, 
RELATIVE TO INSURANCE LAWS ON GUAM" which I have vetoed. 

This legislation is opposed by many, if not all, of the banks doing business on Guanl. There are 
provisions in this legislation which purport to prohibit banks from requiring insurance on assets 
that they lend money on, prohibit banks from comparing the financial strength of insurance 
companies, and requiring banks to pay a bond of $25,000 to engage in licensed insurance 
activities. The legislation is in contlict with federal law on various banking subjects. 

The bond requirement is especially ludicrous when considering the capital requirements that hanks 
must meet, and is discriminatory since it is imposed on banks and not others. 

Most especially, this legislation appears to allow insurance companies to do business on G u m  
that are not properly backed up by the required capital. This is a disservice to the public. 

Very truly yours, 

G.-- 
Carl T. C. Gutiemz 
I Maga'Lahen Guihan 
Governor of Guam 

Attachments: original bii for vetoed legislation or 
copy of hill for signed or overridden legislation 

and legislation enacted without signature 

cc: The Honorable Antonio R. Unpingco 
Speaker 

OFFICE OF THE LEGISLATIVE SECRETARY 
ACKNOW LEN CEIPT 

Received By --!!PI 
Time 2 = ( k e  

\ o l \ r l o  \ 
Ricardo I. Bordallo Governor's Complex Post Office Box 2950, HagatRa, Guam 96932 (671) 472-8931 Fax (671) 477-GUAM 



MINA'BENTE SAIS NA LIHESLATURAN GUAHAN 
2001 (FIRST) Regular Session 

This is to certify that Substitute Bill No. 94 (LS), "AN ACT TO ADD 55 12111, 12112, 
15704.1, 15704.2, 15705.1 AND 15711 TO TITLE 22 OF THE GUAM CODE 
ANNOTATED, RELATIVE TO INSURANCE LAWS ON GUAM," was on the 25" 
day of September, 2001, duly and regularly passed. 

Senator and Legislative Secretary 

This Act was received by 1Maptlahen Gudhan this day of n& &d ,2001, 

at +:D o%c$.~. 

- Sd 9 d . n  
Assistant Staff Officer 

. ----v 7 - R  

Maga'lahi's Office 

Public La \ No. 



MINA'BENTE SAIS NA LIHESLATURAN GUAHAN 
2001 (FIRST) Regular Session 

Bill No. 94 (LS) 
As substituted by the Committee 
on Tourism, Transportation and 
Economic Development and amended. 

Introduced by: A. L.G. Santos 
F. P. Camacho 
J. F. Ada 
T. C. Ada 
F. B. Aguon, Jr. 
J. M.S. Brown 
M. C. Charfauros 
Mark Forbes 
L. F. Kasperbauer 
L. A. Leon Guerrero 
V. C. Pangelinan 
A. R. Unpingco 
J. T. Won Pat 

AN ACT TO ADD §§ 12111, 12112, 15704.1, 15704.2, 
15705.1 AND 15711 TO TITLE 22 OF THE GUAM 
CODE ANNOTATED, RELATIVE TO INSURANCE 
LAWS ON GUAM. 

1 BE IT ENACTED BY THE PEOPLE OF GUAM: 

2 Section 1. Section 12111 is hereby added to Article 1, Chapter 12, Division 2 

3 of Title 22 of the Guam Code Annotated to read as follows: 

4 "Section 12111. Misrepresentations and False Advertising 

5 Prohibited. 

6 (a) No person shall: 

7 (1) make, issue, circulate, or cause to be made, issued 

8 or circulated, any estimate, circular or statement 



1 misrepresenting the terms of any policy issued, or to be issued, 

2 or the benefits or advantages promised thereby, or the 

3 dividends or share of the surplus to be received thereon; 

4 (2) make any false or misleading statement as to the 

5 dividends or share of surplus previously paid on similar 

6 policies; 

7 (3) make any misleading representation or any 

8 misrepresentation as to the financial condition of any insurer, 

9 or as to the legal reserve upon which any life insurer operates; 

10 or 

11 (4) use any name or title of any policy or class of 

12 policies misrepresenting the true nature thereof. 

13 (b) Only the words in the carrier's actual policy are 

14 actionable, and falsely written advertisements by the carrier about its 

15 actual policy shall not give rise to a cause of action against the carrier; 

16 provided, the carrier, or its licensed representative, is not in violation 

17 of Subsection (a) herein." 

18 Section 2. Section 12112 is hereby added to Article 1, Chapter 12, Division 2 

19 of Title 22 of the Guam Code Annotated to read as follows: 

20 "Section 12112. Twisting Prohibited. No person shall make or 

21 issue, nor cause to be made or issued, any written statement 

22 misrepresenting or making incomplete comparisons as to the terms, 

23 conditions or benefits contained in any policy for the purpose of inducing, 

24 or attempting to induce, the policyholder to lapse, forfeit, surrender, retain, 

25 exchange or convert any insurance policy." 



1 Section 3. Section 15704.1 is hereby added to Article 7, Chapter 15, Division 

2 2 of Title 22 of the Guam Code Annotated to read as follows: 

3 "Section 15704.1. Application for License. 

4 (a) A person applying for a resident insurance producer 

5 license shall make application to the insurance commissioner on the 

6 Uniform Application and declare under penalty of refusal, 

7 suspension or revocation of the license that the statements made in 

8 the application are true, correct and complete to the best of the 

9 individual's knowledge and belief. Before approving the application, 

10 the insurance commissioner shall find that the individual: 

11 (1) is a t  least eighteen (18) years of age; 

12 (2) has n o t  committed any act that is a ground for 

13 denial, suspension or revocation set forth in this Title; 

14 (3) has paid the fees set forth in this Title; and  

15 (4) has successfully passed the examinations for the 

16 lines of authority for which the person has applied. 

17 (b) A business entity acting as an insurance producer is 

18 required to obtain an insurance producer license. Application shall 

19 be made using the Uniform Business Entity Application. Before 

20 approving the application, the insurance commissioner shall find 

21 that: 

22 (1) the business entity has paid the fees set forth in this 

23 Title; and 

24 (2) the business entity has designated a licensed 

25 producer responsible for the business entity's compliance with 



1 the insurance laws, rules and regulations of Guam." 

2 Section 4. Section 15704.2 is hereby added to Article 7, Chapter 15, Division 

3 2 of Title 22 of the Guam Code Annotated to read as follows: 

4 "Section 15704.2. Licensing of Agents. 

5 (a) No person, corporation or bank shall act as an agent of 

6 any: (i) local mutual aid association; (ii) local mutual burial 

7 association; (iii) statewide mutual assessment corporation; (iv) 

8 government mutual insurance company; (v) casualty company 

9 writing accident and health insurance; (vi) health maintenance 

10 organization; or (vii) any other type of insurance carrier licensed to 

11 do business on Guam and which insurance carrier's agents are 

12 required to be licensed under the provisions of this Article, on the 

13 date that this Chapter shall become effective; shall have first 

14 procured a license from the Department as in this Article is provided, 

15 unless that individual or entity, and no such insurance carrier shall 

16 appoint any person, corporation, or bank shall have obtained a 

17 license under the provisions of this Article; and  no such person, 

18 corporation or bank who obtains a license shall engage in business as 

19 an agent until that individual or entity shall have been appointed to 

20 act as an agent by some duly authorized insurance carrier designated 

21 by the provisions of this Article, and authorized to do business on 

22 Guam. 

23 Any person, corporation or bank desiring to act as an agent of 

24 any insurance carrier licensed to do business on Guam and writing 

25 health and accident insurance may obtain a separate license as an 



agent to write health and accident insurance; provided, such person, 

corporation or bank complies with the provisions of this Article, and 

has been appointed to act as an agent by some duly authorized 

insurance carrier authorized to do health and accident insurance 

business on Guam. 

(b) No insurer or licensed insurance agent doing business on 

Guam shall pay directly or indirectly any commission, or other 

valuable consideration, to any person, corporation or bank for 

services as an insurance agent within Guam, unless such person, 

corporation or bank shall hold a currently valid license to act as an 

insurance agent as required by the laws of Guam; nor shall any 

person, corporation or bank, other than a duly licensed agent, accept 

any such commission or other valuable consideration. 

(c) Unless denied licensure pursuant to this Section, persons 

who have met the requirements of §§ 15703 and 15704.1 shall be 

issued an insurance producer license. An insurance producer may 

receive qualification for a license in one (1) or more of the following 

lines of authority: 

(1) life-insurance coverage on human lives, including 

benefits of endowment and annuities, and may include benefits 

in the event of death or dismemberment by accident and 

benefits for disability income; 

(2)  accident and health or sickness-insurance coverage 

for sickness, bodily injury or accidental death, and may include 

benefits for disability income; 



(3) property-insurance coverage for the direct or 

consequential loss or damage to property of every kind; 

(4) casualty-insurance coverage against legal liability, 

including that for death, injury or disability, or damage to real 

or personal property; 

(5) variable life and variable annuity products- 

insurance coverage provided under variable life insurance 

contracts and variable annuities; 

(6 )  personal lines-property and casualty insurance 

coverage sold to individuals and families for primarily non- 

commercial purposes; 

(7) credit-limited line credit insurance; or 

(8) any other line of insurance permitted under Guam 

laws or regulations. 

(d) An insurance producer license shall remain in effect 

unless revoked or suspended as long as the fee set forth in this Title is 

paid. 

(e) A licensed insurance producer who is unable to comply 

with license renewal procedures due to military service or some 

other extenuating circumstance may request a waiver of those 

procedures. The producer may also request a waiver of any 

examination requirement, or any other fine or sanction imposed for 

failure to comply with renewal procedures. 

(f) The license shall contain the licensee's name, address, 

personal identification number, the date of issuance, the lines of 



1 authority, the expiration date and any other information the 

2 insurance commissioner deems necessary. 

3 (g) Licensees shall inform the insurance commissioner by 

4 any means acceptable to the insurance commissioner of a change of 

5 address within ninety (90) days of the change. 

6 (h) In order to assist in the performance of the insurance 

7 commissioner's duties, the insurance commissioner may contract 

8 with non-governmental entities, including the National Association 

9 of Insurance Commissioners ('NAIC'), or any affiliates or subsidiaries 

10 that the NAIC oversees, to perform any ministerial functions, 

11 including the collection of fees, related to producer licensing that the 

12 insurance commissioner and the non-governmental entity may deem 

13 appropriate." 

14 Section 5. Section 15705.1 is hereby added to Article 7, Chapter 15, Division 

15 2 of Title 22 of the Guam Code Annotated to read as follows: 

16 "Section 15705.1. Non-resident Licensing. 

17 (a) Unless denied licensure pursuant to 5 157119, a non- 

18 resident person shall receive a non-resident producer license if: 
19 (1) the person is currently licensed as a resident and in 

20 good standing in that person's home state; 

21 (2) the person has submitted the proper request for 

22 licensure and has paid the required fees; 

23 (3) the person has submitted or transmitted to the 

24 insurance commissioner the application for licensure that the 

25 person submitted to that person's home state, or in lieu of the 



same, a completed Uniform Application; and 

(4) the person's home state awards non-resident 

producer licenses to residents of Guam on the same basis. 

(b) The insurance commissioner may verify the producer's 

licensing status through the Producer Database maintained by the 

National Association of Insurance Commissioners ('NAIC'), its 

affiliates or subsidiaries. 

(c) A non-resident producer who moves from one (1) state to 

another state, or a resident producer who moves from Guam to 

another state, shall file a change of address and provide certification 

from the new resident state within thirty (30) days of the change of 

legal residence. 

(d) Notwithstanding any other provisions of this Act, a 

person licensed as a surplus lines producer in that person's home 

state shall receive a non-resident surplus lines producer license 

pursuant to Subsection (a) of this Section. Except as to Subsection (a), 

nothing in this Section otherwise amends or supercedes any 

provision regulating excess and surplus lines. 

(e) Notwithstanding any other provisions of this Act, a 

person licensed as a limited line credit insurance or other type of 

limited lines producer in that person's home state shall receive a non- 

resident limited lines producer license, pursuant to Subsection (a) of 

this Section, granting the same scope of authority as granted under 

the license issued by the producer's home state." 

Section 6. Section 15711 is hereby added to Article 7, Chapter 15, Division 2 



1 of Title 22 of the Guam Code Annotated to read as follows: 

2 "Section 15711. Application for License; to Whom License May be 

3 Issued. 

4 (a) Definitions. 

5 (1) In this Section, 'person' means an individual or 

6 business entity. The term 'partnership' or 'agency partnership,' as 

7 used in this Section, means a general partnership or a 

8 registered limited liability partnership. 

9 (2) In this Section, the term 'corporation' shall mean a 

10 corporation organized under the general corporation laws of 

11 Guam, or a Guam domiciled limited liability company 

12 organized or existing under Guam's Limited Liability 

13 Company Act having its principle place of business on Guam 

14 and having as one (1) of its purposes the authority to act as an 

15 insurance agent. The licensing and regulation of a limited 

16 liability company shall be subject to the same provisions and 

17 requirements of this Article that are applicable to corporations 

18 licensed under this Article. 

19 (3) In this Article, 'bank' means a national banking 

20 association organized and existing under the National Bank 

21 Acts (12 U.S.C. 5 21, et seq.); a state bank organized and existing 

22 under the banking laws of Guam; a Savings Bank organized 

23 and existing under the banking laws of Guam; and a bank 

24 branch, or a bank operating subsidiary, as defined by Guam or 

25 Federal law, that is located and doing business on Guam. 



(b) Application for License; to Whom License May be 

Issued. 

(1) Any person, corporation or bank that desires to 

become an agent for a local mutual aid association, a local 

mutual burial association, a government mutual assessment 

corporation, a government mutual insurance company, a 

casualty company writing accident and health insurance 

company, or any other type of insurance carrier licensed to do 

business on Guam, the agents of which are required to be 

licensed under this Article, shall submit to the Department an 

application for a license in the form required by the 

Department. 

(2) The application must bear a signed endorsement by 

an officer, or properly authorized representative of the 

insurance carrier, that the individual applicant or the 

responsible officer and employee of the bank is qualified to 

hold that individual, the partnership or the bank out in good 

faith to the general public as an insurance agent, and that the 

insurance carrier desires that the applicant act as an insurance 

agent to represent it on Guam. 

(3) The Department shall issue a license to an 

individual or to a general partnership or corporation engaging 

in the business of insurance. Nothing contained herein shall be 

construed to permit any unlicensed employee or agent of any 

corporation to perform any act of an agent under this Article 



without obtaining a license. 

(4) The Department shall issue a license to a bank ifthe 

Department finds that: (i) the bank satisfies the definition of 

this Article; (ii) a t  least one (1) officer of the bank and each 

individual who will be performing any acts as an agent for the 

bank are individually licensed under this Article; (iii) the bank 

shall pay gross receipt taxes on the commission, fee income or 

income it receives; provided, that should there be any law in 

conflict with this provision, that this Section shall control in so 

far as it deals with income derived from activities related to the 

business of insurance; and (iv) the bank will have the ability to 

pay any sums up to Twenty-five Thousand Dollars ($25,000.00) 

that it might become legally obligated to pay on account of any 

claim made against it by a customer and caused by a negligent 

act, error or omission of the bank, or any person for whose acts 

the bank is legally liable in the conduct of its business under 

this Article. 

Banks shall not force or induce any customer into buymg, 

transferring or rolling over any insurance coverage in favor of 

coverage which the bank will directly or indirectly receive a fee 

income, commission or income. 

Banks may sell insurance and may replace, transfer or rollover 

coverage ifit is in the best interest of the customer to do so. The term 

'best interest' shall include, but not be limited to: an explanation 

between the coverage and price of a product the bank is offering 



versus the coverage the customer currently has in force. Comparing 

companies financial strength shall not be permitted, or any other 

activity in violation of this Title. The term 'customer' means any 

person, firm or corporation to whom the bank sells, or attempts to 

sell, a policy of insurance, or from whom the bank accepts an 

application for insurance. 

That ability shall be proven through: (i) an errors and 

omissions policy insuring the bank against errors and omissions in at 

least the sum of One Hundred Thousand Dollars ($100,000.00) with 

not more than a Ten Thousand Dollar ($10,000.00) deductible feature, 

issued by an insurance company licensed to do business on Guam, or 

f a  policy cannot be obtained from a company licensed to do business 

on Guam, a policy issued by a company not licensed to do business 

on Guam upon filing an affidavit with the Department stating the 

inability to obtain coverage; (ii) a bond executed by the bank as 

principal and a surety company authorized to do business on Guam, 

as surety, in the principal sum of Twenty-five Thousand Dollars 

($25,000.00), payable to the Department for the use and benefit of 

customers of the bank, conditioned that the bank shall pay any final 

judgment recovered against it by a customer; or (iii) a deposit with 

the comptroller of cash or securities, with a fair market value of 

Twenty-five Thousand Dollars ($25,000.00). 

The comptroller shall accept and receive the deposit and hold it 

exclusively for the protection of a customer of the bank who recovers a 

final judgment against the bank. The deposit may be withdrawnonly 



upon filing with the Department satisfactory evidence that the bank 

has withdrawn from the business of insurance and has no unsecured 

liabilities outstanding, or that the bank has provided for the 

protection of its customers by furnishing an errors and omissions 

policy, or a bond, as provided by this Subsection. 

Securities so deposited may be exchanged from time to time for 

other qualified securities. A binding commitment to issue such a 

policy or bond, or the tender of applicable securities, is sufficient in 

connection with an application for license. Nothing in this 

Subsection permits an unlicensed employee or agent of a bank to 

perform any act of an agent under this Article without obtaining a 

license, except that no bank, partnership, corporation or any other 

legal business entity needs to procure an insurance license to sell 

credit life, mortgage life or personal accident insurance. 

A bank licensed as an agent under this Article must maintain 

the insurance records of the bank, including all files relating to 

customer complaints, separate from records relating to the banking 

transactions of the bank. If at any time a bank that holds an agent's 

license does not maintain the qualifications necessary to obtain a 

license, the license of that bank to act as an agent shall be canceled or 

denied in accordance with this Article. Each bank licensed as an 

agent under this Article shall file under oath with its application for 

license renewal a list of the name and address of each individual who 

will be acting as an agent on behalf of the bank." 

Section 7. Severability. Ifany provision of this Act or its application to 



1 any person or circumstance is found to be invalid or contrary to law, such 

2 invalidity shall not affect other provisions or applications of this Law which can 

3 be given effect without the invalid provisions or applications, and to this end the 

4 provisions of this Law are severable. 
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THE OFFICE OF 

Senator Fel~x P. Camacho 
TWENTY-SIXTH GUAM LEGISLATURE 

September 24,2001 

The Honorable Antonio R. Unpingco 
Speaker 
I Mina' Bente Sais Na Liheslaturan Guahan 
155 Hessler Street 
Hagatna, Guam 969 10 

Dear Mr. Speaker: 

The Committee on Tourism, Transportation and Economic Development, to which was 
referred Bill No. 94 (LS), "AN ACT TO ADD, REPEAL AND REENACT VARIOUS 
INSURANCE PROVISIONS AND TO ADD ARTICLES 3 , 9  AND 10 ALL WITHIN 
TITLE 22 OF THE GUAM CODE ANNOTATED, RELATIVE TO INSURANCE 
LAWS ON GUAM," does hereby report back with the recommendation TO DO PASS 
as substituted by the Committee. 

The Committee votes are as follows: 
8 ToPass - Not To Pass - To The Inactive File - Abstained 
- Off-bland 
- Not Available 

A copy of the Committee Report and all pertinent documents are attached for your 
information and file. 

Sincerely, 

Felix P. Camacho 

Commirtee on 
Tourism Transportation 
a ~conohic Development 
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COMMITTEE REPORT 

BILL NO. 94(LS) 

"AN ACT TO ADD, REPEAL AND REENACT VARIOUS INSURANCE 
PROVISIONS AND TO ADD ARTICLES 3, 9 AND 10 ALL WITHIN TITLE 22 OF 
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COMMITTEE REPORT 
TOURISM, TRANSPORTATION AND ECONOMIC 

DEVELOPMENT 

BLLL NO. 94(LS) 

"AN ACT TO ADD, REPEAL AND REENACT VARIOUS INSURANCE 
PROVISIONS AND TO ADD ARTICLES 3 , 9  AND 10 ALL WITHIN TITLE 22 OF 
THE GUAM CODE ANNOTATED, RELATIVE TO INSURANCE LAWS ON 
GUAM." 

I. PUBLIC HEARING 

The Committee on Tourism, Transportation and Economic Development held a public 
hearing on June 19th, at 10 a.m. to hear testimony on Bill No. 94(LS), "AN ACT TO 
ADD, REPEAL AND REENACT VARIOUS INSURANCE PROVISIONS AND TO 
ADD ARTICLES 3, 9 AND 10 ALL WITHIN TITLE 22 OF THE GUAM CODE 
ANNOTATED, RELATIVE TO INSURANCE LAWS ON GUAM." 

The hearing was called to order by Senator Felix P. Camacho, Chairman of the 
Committee on Tourism, Transportation and Economic Development. Members present 
included Vice Speaker Lany Kasperbauer and Senators Kaleo Moylan, Tom Ada, Mark 
Charfauros and Ben Pangelinan. 

Present to testify were: Oliver Shilling, Richard Reber, John Moore, Jeny Crisostomo, 
Jeff Hansen and James Moylan. 

II. TESTIMONY 

Mr. Oliver Shilling, representing Pacific Indemnity Insurance, noted that he had only 
been given a complete copy of Bill 94 that morning. Because the legislation is 
substantial, he asked for more time to review the bill and provide testimony at a later 
date. 
Senator Camacho offered to provide more time to work with the committee regarding the 
legislation. 

Richard Reber, representing the Insurance Association of Guam, also said the bill 
needed more study. He strongly encouraged more interaction between the industry and 
the Legislature to work on the bill. 
Senator Kaleo Moylan said much of the bill was written to meet federal mandates; Mr. 
Reber said it appeared that there was a "significant departure" between the federal 
wording and Bill 94. 



Mr. John Moore, representing Pacific Indemnity, read his written testimony which is 
attached to this committee report. 

Mr. Jerry Crisostomo, representing Net Care Life and Health Insurance, said he 
supports Article 9, Section 15901, as it pertains to the establishment of an Insurance 
Fraud Investigation Unit within the Department of Revenue and Taxation. Mr. 
Crisostomo also read h ~ s  written testimony which is attached. 

Mr. Jeff Hansen, representing Net Care, also read his written testimony which is 
attached to this committee report. 

Mr. James Moylan, representing Moylan's Insurance, said he would be getting a copy of 
the federal model and forwarding it to the Insurance Association. Mr. Moylan stated that 
he would like to see the final passage of this measure but will work with the committee 
during the mark-up phase. Mr. Moylan also submitted written testimony. 

The Committee finds that the substituted version is a compromise that will satisfy the 
concerns of those from the insurance industry that testified at the hearing and submitted 
written testimony to the committee. 

IV. RECOMMENDATIONS 

The Committee on Tourism, Transportation and Economic Development hereby reports 
out Bill No. 94(LS) as substituted by the Committee with the recommendation TO DO 
PASS. 
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MEMORANDUM 

TO: 
p z r m ,  Transportation and Economic Development 

FROM: 
Governmental Operations, Reorganization and 
and General Affairs 

SUBJECT: Principal Referral - Bill No. 94 (LS) 

The above bill is referred to your Committee as the Principal Committee, in accordance with Section 
6.04.05.01. of the Standing Rules. Your Committee is the Committee authorized to perform the public 
hearing on this bill and to amend or substitute the bill, as well as report the bill out to the Body. It is 
recommended that you schedule a public hearing at your earliest convenience. 

Thank you for your attention to this matter. 

MARK FORBES 

Attachment 

* 

ij 

155 Hesler Sbeet, Hagam, G u m  96910 
Telephone: 671-472-3407/408/512 .Facsimile: 671-477-5036. Email: senforbes@hotmail.com I 



MINA'BENTE SAIS NA LIHESLATURAN GUAHAN 
2001 (FIRST) Regular Session 

Bill No. 94 (LS) 
As substituted by the Committee 
on Tourism, Transportation and 
Economic Development. 

Introduced by: A. L.G. Santos a=--- 
F. P. Camacho & 

AN ACT TO ADD SECTIONS 12111 AND 12112,15704.1, 
15704.2,15705.1 AND 15711 TO ARTICLES 1 AND 7 OF 
CHAPTERS 12 AND 15 ALL OF TITLE 22 OF THE 
GUAM CODE ANNOTATED, RELATIVE TO 
INSURANCE LAWS ON GUAM. 

1 BE IT ENACTED BY THE PEOPLE OF GUAM: 

2 Section 1. Section 121 11 is hereby added to Article 1 of Chapter 12 of Division 

3 2 of Title 22 of the Guam Code Annotated to read as follows: 

4 "Section12111. Misrepresentations and False Advertising 

5 Prohibited. (a) No person shall make, issue, circulate, or cause to be 

6 made, issued or circulated, any estimate, circular or statement misrepresenting the 

7 terms of any policy issued, or to be issued, or the benefits or advantages promised 

8 thereby, or the dividends or share of the surplus to be received thereon; 

9 (1) make any false or misleading statement as to the dividends or 

10 share of surplus previously paid on similar policies; 

11 (2) make any misleading representation or an:y misrepresentation 



as to the financial condition of any insurer, or as to the legal reserve upon 

which any life insurer operates; or 

(3) use any name or title of any policy or class of policies 

misrepresenting the true nature thereof. 

(b) Only the words in the carrier's actual policy are actionable and falsely 

written advertisements by the camer about its actual policy shall not give rise to 

a cause of action against the camer; provided, the carrier or its licensed 

representative is not in violation of Subsection (a) herein." 

Section 2. Section 121 12 is hereby added to Article 1 of Chapter 12 of Division 

2 of Title 22 of the Guam Code Annotated to read as follows: 

"Section 12112. Twisting Prohibited. No person shall make or issue, 

nor cause to be made or issued, any written statement misrepresenting or making 

incomplete comparisons as to the terms, conditions or benefits contained in any 

policy for the purpose of inducing or attempting to induce the policyholder to lapse, 

forfeit, surrender, retain, exchange or convert any insurance policy." 

Section 3. Section 15704.1 is hereby added to Article 7 of Chapter 15 of 

Division 2 of Title 22 of the Guam Code Annotated to read as follows: 

"Section 15704.1. Application for License. (a) A person 

applying for a resident insurance producer license shall make application to the 

insurance commissioner on the Uniform Application and declare under penalty of 

refusal, suspension or revocation of the license that the statements made in 

application are true, correct and complete to the best of the individual's knowledge 

and belief. Before approving the application, the insurance commissioner shall find 

that the individual: 

(1) is at least eighteen (18) years of age; 

(2) has not committed any act that is a ground for denial, 



1 suspension or revocation set forth in this Title; 

2 (3) has paid the fees set forth in this Title; and 

3 (4) has successfully passed the examinations for the lines of 

4 authority for which the person has applied. 

5 (b) A business entity acting as an insurance producer is required to obtain 

6 an insurance producer license. Application shall be made using the Uniform 

7 Business Entity Application. Before approving the application, the insurance 

8 commissioner shall find that: 

9 (1) the business entity has paid the fees set forth in this Title; and 

10 (2) the business entity has designated a licensed producer 

11 responsible for the business entity's compliance with the insurance laws, 

12 rules and regulations of Guam." 

13 Section 4. Section 15704.2 is hereby added to Article 7 of Chapter 15 of 

14 Division 2 of Title 22 of the Guam Code Annotated to read as follows: 

15 "Section 15704.2. Licensing of Agents. (a) No person, 

16 corporation or bank shall act as an agent of any: (i) local mutual aid association, 

17 (ii) local mutual burial association, (iii) statewide mutual assessment corporation, 

18 (iv) government mutual insurance company, (v) casualty company writing accident 

19 and health insurance, (vi) health maintenance organization, or (vii) any other type 

20 of insurance camer licensed to do business on Guam and which insurance carrier's 

2 1 agents are required to be licensed under the provisions of this Article, on the date 

22 that this Chapter shall become effective, shall have first procured a license from the 

23 Department as in this Article is provided, unless that individual or entity, and no 

24 such insurance carrier shall appoint any person, corporation, or bank shall have 

25 obtained a license under the provisions of this Article, and no such person, 

26 corporation or bank who obtains a license shall engage in business as an agent until 



that individual or entity shall have been appointed to act as an agent by some duly 

authorized insurance carrier designated by the provisions of this Article, and 

authorized to do business on Guam. Any person, corporation or bank desiring to 

act as an agent of any insurance carrier licensed to do business on Guam and 

writing health and accident insurance may obtain a separate license as an agent to 

write health and accident insurance; provided, such person, corporation or bank 

complies with the provisions of this Article and has been appointed to act as an 

agent by some duly authorized insurance carrier authorized to do health and 

accident insurance business on Guam. 

(b) No insurer or licensed insurance agent doing business on Guam shall 

pay directly or indirectly any commission, or other valuable consideration, to any 

person, corporation or bank for services as an insurance agent within Guam, unless 

such person, corporation or bank shall hold a currently valid license to act as an 

insurance agent as required by the laws of Guam; nor shall any person, corporation, 

or bank other than a duly licensed agent, accept any such commission or other 

valuable consideration. 

(c) Unless denied licensure pursuant to this Section, persons who have 

met the requirements of Sections 15703 and 15704.1 shall be issued an insurance 

producer license. An insurance producer may receive qualification for a license in 

one or more of the following lines of authority: 

(1) Life-insurance coverage on human lives including benefits of 

endowment and annuities, and may include benefits in the event of death or 

dismemberment by accident and benefits for disability income. 

(2) Accident and health or sickness-insurance coverage for 

sickness, bodily injury or accidental death and may include benefits for 

disability income. 



(3) Property-insurance coverage for the direct or consequential loss 

or damage to property of every kind. 

(4) Casualty-insurance coverage against legal liability, including 

that for death, injury or disability or damage to real or personal property. 

(5) Variable life and variable annuity products-insurance coverage 

provided under variable life insurance contracts and variable annuities. 

(6) Personal lines-property and casualty insurance coverage sold to 

individuals and families for primarily noncommercial purposes. 

(7) Credit-limited line credit insurance. 

(8) Any other line of insurance permitted under state laws or 

regulations. 

(d) An insurance producer license shall remain in effect unless revoked 

or suspended as long as the fee set forth in this Title is paid. 

(e) A licensed insurance producer who is unable to comply with license 

renewal procedures due to military service or some other extenuating circumstance 

may request a waiver of those procedures. The producer may also request a waiver 

of any examination requirement or any other fine or sanction imposed for failure 

to comply with renewal procedures. 

(f) The license shall contain the licensee's, name, address, personal 

identification number, and the date of issuance, the lines of authority, the expiration 

date and any other information the insurance commissioner deems necessary. 

(g) Licensees shall inform the insurance commissioner by any means 

acceptable to the insurance commissioner of a change of address within ninety (90) 

days of the change. 

(h) In order to assist in the performance of the insurance commissioner's 

duties, the insurance commissioner may contract with non-governmental entities, 



1 including the National Association of Insurance Commissioner (NAIC) or any 

2 affiliates or subsidiaries that the NAIC oversees, to perform any ministerial 

3 functions, including the collection of fees, related to producer licensing that the 

4 insurance commissioner and the non-governmental entity may deem appropriate." 

5 Section 5. Section 15705.1 is hereby added to Article 7 of Chapter 15 of Division 

6 2 of Title 22 of the Guam Code Annotated to read as follows: 

7 "Section 15705.1. Nonresident Licensing. (a) Unless 

8 denied licensure pursuant to Section 1571 19, a nonresident person shall receive a 

9 nonresident producer license if: 

10 (1) the person is currently licensed as a resident and in good 

11 standing in his or her home state; 

12 (2) the person has submitted the proper request for licensure and 

has paid the required fees; 

(3) the person has submitted or transmitted to the insurance 

commissioner the application for licensure that the person submitted to his 

or her home state, or in lieu of the same, a completed Uniform Application; 

and 

(4) the person's home state awards non-resident producer licenses 

to residents of this state on the same basis. 

(b) The insurance commissioner may verify the producer's licensing 

21 status through the Producer Database maintained by the National Association of 

22 Insurance Commissioners, its affiliates or subsidiaries. 

23 (c) A nonresident producer who moves from one state to another state or 

24 a resident producer who moves from this state to another state shall file a change 

25 of address and provide certification from the new resident state within thirty (30) 

26 days of the change of legal residence. 



1 (d) Notwithstanding any other provision of this Act, a person licensed as 

2 a surplus lines producer in his or her home state shall receive a nonresident surplus 

3 lines producer license pursuant to Subsection (a) of this Section. Except as to 

4 Subsection (a), nothing in this Section otherwise amends or supercedes any 

5 provision regulating excess and surplus lines. 

6 (e) Notwithstanding any other provision of this Act, a person licensed as 

7 a limited line credit insurance or other type of limited lines producer in his or her 

8 home state shall receive a nonresident limited lines producer license, pursuant to 

9 Subsection A of this section, granting the same scope of authority as granted under 

10 the license issued by the producer's home state." 

11 Section 6. Section 1571 1 is hereby added to Article 7, Chapter 15, Division 2 of 

12 Title 22 of the Guam Code Annotated to read as follows: 

13 "Section 15711. Application for License; to Whom License May be 

14 Issued. (a) Definitions. 

15 (1) In this Section, 'person' means an individual or business entity. 

16 The term 'partnership' or 'agency partnership,' as used in this Section 

17 means a general partnership or a registered limited liability partnership. 

18 (2) In this Section, the term 'corporation' shall mean a corporation 

19 organized under the general corporation laws of Guam, or a Guam domiciled 

20 limited liability company organized or existing under Guam's Limited 

21 Liability Company Act having its principle place of business on Guam and 

22 having as one (1) of its purposes the authority to act as an insurance agent. 

23 The licensing and regulation of a limited liability company shall be subject 

24 to the same provisions and requirements of this Article that are applicable to 

25 corporations licensed under this Article. 

26 (3) In this Article, 'bank' means a national banking association 



organized and existing under the National Bank Acts (12 U.S.C. $21, et 

seq.), a state bank organized and existing under the banking laws of Guam, 

a Savings Bank organized and existing under the banking laws of Gum,  a 

bank branch, or a bank operating subsidiary, as defined by Guam or Federal 

law, that is located and doing business on Gum.  

(b) Application for License; to Whom License May be Issued. 

(1) Any person, corporation or bank that desires to become an 

agent for a local mutual aid association, a local mutual burial association, a 

government mutual assessment corporation, a government mutual insurance 

company, a casualty company writing accident and health insurance 

company, or any other type of insurance carrier licensed to do business on 

Guam, the agents of which are required to be licensed under this Article, 

shall submit to the Department an application for a license in the form 

required by the Department. 

(2) The application must bear a signed endorsement by an officer 

or properly authorized representative of the insurance carrier that the 

individual applicant or the responsible officer and employee of the bank is 

qualified to hold that individual or the partnership, or the bank out in good 

faith to the general public as an insurance agent and that the insurance 

carriers desires that the applicant act as an insurance agent to represent it on 

Guam. 

(3) The Department shall issue a license to an individual or to a 

general partnership or corporation engaging in the business of insurance. 

Nothing contained herein shall be construed to pennit any unlicensed 

employee or agent of any corporation to perform any act of an agent under 

this Article without obtaining a license. 



(4) The Department shall issue a license to a bank if the 

Department finds that: (i) the bank satisfies the definition of this Article, (ii) 

at least one (1) officer of the bank and each individual who will be 

performing any acts as an agent for the bank are individually licensed under 

this Article, (iii) the bank shall pay gross receipt taxes on the commission or 

fee income or income it receives; provided, that should there be any law in 

conflict with this provision that this Section shall control in so far as it deals 

with income derived from activities related to the business of insurance; and 

(iv) the bank will have the ability to pay any sums up to Twenty-five 

Thousand Dollars ($25,000.00) that it might become legally obligated to pay 

on account of any claim made against it by a customer and caused by a 

negligent act, error or omission of the bank, or any person for whose acts the 

bank is legally liable in the conduct of its business under this Article. Banks 

shall not force or induce any customer into buying, transferring or rolling 

over any insurance coverage in favor of coverage which the bank will 

directly or indirectly receive a fee income, commission or income. 

Banks may sell insurance and may replace, transfer or rollover coverage if 

it is in the best interest of the customer to do so. The term 'best interest' shall 

include, but not be limited to: an explanation between the coverage and price of 

a product the bank is offering versus the coverage the customer currently has in 

force. Comparing companies financial strength shall not be permitted, or any 

other activity in violation of this Title. The term 'customer' means any person, 

firm or corporation to whom the banks sells or attempts to sell a policy of 

insurance, or from whom the bank accepts an application for insurance. That 

ability shall be proven through: (a) an errors and omissions policy insuring the 

bank against errors and omissions in at least the sum of One Hundred Thousand 



Dollars ($100,000.00) with not more than a Ten Thousand Dollar ($10,000.00) 

deductible feature, issued by an insurance company licensed to do business on 

Guam, or if a policy cannot be obtained from a company licensed to do business 

on Guam, a policy issued by a company not licensed to do business on Guam upon 

filing an affidavit with the Department stating the inability to obtain coverage; (b) 

a bond executed by the bank as principal and a surety company authorized to do 

business on Guam, as surety, in the principal sum of Twenty-five Thousand Dollars 

($25,000.00), payable to the Department for the use and benefit of customers of the 

bank, conditioned that the bank shall pay any final judgment recovered against it 

by a customer; or (c) a deposit with the comptroller of cash or securities, with a fair 

market value of Twenty-five Thousand Dollars ($25,000.00). 

The comptroller shall accept and receive the deposit and hold it exclusively 

for the protection of a customer of the bank who recovers a final judgment against 

the bank. The deposit may be withdrawn only upon filing with the Department 

satisfactory evidence that the bank has withdrawn from the business of insurance 

and has no unsecured liabilities outstanding or that the bank has provided for the 

protection of its customers by furnishing an errors and omissions policy or a bond 

as provided by this Subsection. Securities so deposited may be exchanged from 

time to time for other qualified securities. A binding commitment to issue such a 

policy or bond, or the tender of applicable securities, is sufficient in connection 

with an application for license. Nothing in this Subsection pennits an unlicensed 

employee or agent of a bank to perform any act of an agent under this Article 

without obtaining a license, except that no bank, partnership, corporation or any 

other legal business entity needs to procure an insurance license to sell credit life, 

mortgage life or personal accident insurance. A bank licensed as an agent under 

this Article must maintain the insurance records of the bank, including all files 



relating to customer complaints, separate from records relating to the banking 

transactions of the bank. Ifat any time, a bank that holds an agent's license does 

not maintain the qualifications necessary to obtain a license, the license of that bank 

to act as an agent shall be canceled or denied in accordance with this Article. Each 

bank licensed as an agent under this Article shall file under oath with its application 

for license renewal a list of the name and address of each individual who will be 

acting as an agent on behalf of the bank." 

Section 7. Severability. If any provision of this Act or its application to any 

person or circumstance is found to be invalid or contrary to law, such invalidity shall not 

affect other provisions or applications of this Law which can be given effect without the 

invalid provisions or applications, and to this end the provisions of this Law are severable. 



MINA'BENTE SAIS NA LIHESLATURAN GUAHAN 
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Introduced by: A. L.G. ~antos- 
F. P. Camacho 

AN ACT TO ADD, REPEAL AND REENACT VARIOUS 
INSURANCE PROVISIONS AND TO ADD ARTICLES 3, 
9 AND 10 ALL WITHIN TITLE 22 OF THE GUAM 
CODE ANNOTATED, RELATIVE TO INSURANCE 
LAWS ON GUAM. 

BE IT ENACTED BY THE PEOPLE OF GUAM: 

Section 1. Section 12104 of Article 1 ,  Chapter 2 of Title 22 of the Guam Code 

Annotated is hereby repealed and reenacted to read as follows: 

"Section 12104. Definitions. The rules and definitions contained 

in this Section shall be used in interpreting the provisions of this Title. 

(a) The present tense includes the past and future tenses; and the future, 

the present. 

(b) The masculine gender includes the feminine and neuter. 

(c) The singular number includes the plural, and the plural includes the 

singular. 

(d) The word shall is mandatory and the word "may" is permissive, unless 

otherwise apparent from the context. 



(e) "Adjuster"means any person who acts for or on behalf of an insurer 

or an insured in determining and making settlement of the amount payable to the 

insured for any loss or damage under a policy. 

(0 "Admitted" in relation to a person, means entitled to transact 

insurance business in Guam under the laws of Guamponadmitted, in relation to 

a person, means not entitled to transact insurance business in Guam under the laws 

of Guam. 

(g) "Adviso~  organization"means every person, other than an admitted 

insurer, who prepares policy forms or makes underwriting rules, or who collects 

and furnishes loss or expense statistics or other statistical information and data and 

acts in an advisory, as distinguished from a rate making, capacity. NO duly 

authorized attorney-at-law acting in the usual course of his profession shall be 

deemed an advisory organization. 

(h) "Actuary" means a member in good standing of the American 

Academy of Actuaries. 

(i) "Agent" means an individual or business entity required to be licensed 

and appointed under the laws of Guam to sell, solicit, or negotiate insurance or 

annuity contracts. 

(i) "Alien" means organized under the laws of any government other than 

Guam or the United States or any political subdivision thereof, whether or not 

admitted. 

(k) "Business entity" means a corporation, association, partnership, 

limited liability company, limited liability partnership, employer group, 

professional employer organization, or other legal entity. 

(1) "Broker" means a person who, for compensation and on behalf of 

another person, transacts insurance business other than as insurer, general agent, 



sub-agent or solicitor. 

(m) "Certificate"means the Certificate of Authority required of an insurer 

to transact insurance business in Guam. 

(n) "Charter"means articles of incorporation,agreement or association, 

charter granted by legislative act, or other basic constituent document of a 

corporation or the power of attorney of the attorney-in-fact of a reciprocal insurer. 

(0) "Department"means the Division of Insurance of the Dephrtment of 

Revenue and Taxation, unless the context otherwise requires. 

(p) "Domestic"means organized under the laws of Guam, whether or not 

admitted. 

(q) "Domicile" of an insurer means: (1) as to Canadian insurers,Canada 

and the province in which the insurer's head office is located; (2) as to all other 

(r) "Foreign" means not organized under the laws of Guam, but 

organized under the laws of the United States or any political subdivision thereof, 

whether or not admitted. 

(s) "Foreign insurer" means an insurer formed under the laws of any 

jurisdiction, other than Guam, and includes an 'alien' insurer,unless otherwise 

distinguished by the context. 

(t) "General AgenP' means a person who is properly licensed under the 

insurance laws of Guam and who is authorized by an insurer to countersign, issue 

and deliver new policies, to accept service of process on behalf of the insurer, and 

vested with full authority to consummate a contract of insurance and to transact all 

other necessary business of the insurer on Guamnot in conflict with this Title; 

provided, that the general agent shall not be liable for the payment or handling of 

any claims, nor shall the general agent be liable for any administrative functions of 

the insurer or any other functions of the insurer absent an express written agency 



contract between the insurer and the general agent stating such agreement by the 

parties;providedfurther, that there shall be no liability on the part of, and no cause 

of action of any nature shall arise against, any general agent, absent an express 

written contract between the insurer and the general agent specifically spelling out 

in clear and understandable language the terms of their business relationship." 

(u) "General lines agent" means an agent who transacts any of the 

following kinds of insurance: (1) property insurance; (2) casualty insurance; (3) 

surety insurance; (4) marine and transportation insurance;or (5) disability 

insurance, iftransacted for an insurer also represented by the same agent as the 

property or casualty insurance. 

(v) "Home State" means the District of Columbia and any state or 

territory of the United States in which a licensee maintains his or her principal place 

of residence or principal place of business and is licensed by that state. 

(w) "Insurance"means any of the lines of authority contained in this title 

in which one undertakes a contract to indemnify another against loss, damage or 

liability arising from determinable hazards or fortuitous occurrences, or to pay or 

allow ascertainable risk contingencies. 

(x) "Insurance fraud9'means any act that is a violation of any penal law, 

and that is part of an attempt to knowingly defraud an insurer." 

(y) "Insurance Producer" -means a person required to be licensed under 

the laws of Guam to sell, solicit, or negotiate insurance. 

(z) "Znsurer"means the person other than a shareholder or investor who 

undertakes to indemnify another by insurance; insured means the person so 

indemnified. 

(aa) "lssue"means to write, renew, execute, effect or other-wise enter into 

a contract of insurance. 



(bb) "License" means a document issued by Guam's insurance 

commissioner authorizing a person to act as an insurance producer for the lines of 

authority specified in the document. The license itself does not create any 

authority, actual, apparent or inherent, in the holder to represent or commit an 

insurance carrier. 

(cc) "Limited Line Credit Insurance'' includes credit life, credit 

disability, credit property credit unemployment, mortgage fife, mortgage guaranty, 

mortgage disability, automobile dealer gap insurance, and any other form of 

insurance offered in connection with an extension of credit that is limited to 

partially or wholly extinguishing that credit obligation that the insurance 

commissioner determines should be designated a form of limited line credit 

insurance. 

(dd) "Limited Line Credit Insurance ProducerVmeans a person who 

sells, solicits or negotiates one or more forms of limited line credit insurance 

coverage to individuals through a master, corporate, group or individual policy. 

(ee) "Limited Lines Insurance" means those lines of insurance defined 

in this title or any other line of insurance that the insurance commissioner deems 

necessary to recognize for the purposes of complying with the nonresident licensing 

provision under this title. 

(ff) "Limited Lines Producer" means a person authorized by the 

insurance commissioner to sell, solicit or negotiate limited lines insurance. 

(gg) "Mutual insurer" means an incorporated insurer without capital 

stock and the governing body of which is elected by its policyholders,except 

certain foreign insurers which the Commissioner finds to be organized on the 

mutual plan under the laws of their state or province of domicile, but having 

temporary share capital, or providing for election of the insurer's governing others 



are not excluded as mutual insurers. 

(hh) "Negotiate" means the act of conferring directly with or offering 

advise directly to a purchaser or prospective purchaser of a particular contract of 

insurance concerning any of the substantive benefits, terms or conditions of the 

contract, provided that the person engaged in the act either sells insurance or 

obtains insurance from insurers for purchasers. 

(ii) "Office" means the office of the Commissioner and Department 

means the Department of Revenue and Taxation. 

(jj) "Paid-in capital" or "Capital paid-in" means the lower of the 

following amounts: 

(1) The value of an insurer's assets in excess of the sum of its 

liabilities for losses reported, expenses, taxes, and all other indebtedness and 

reinsurance of outstanding risks as provided by law; 

(2) The aggregate par value of an insurer's issued shares of stock, 

including treasury shares. 

For the purpose of computing paid in capital or capital, paid in, shares 

of stock are not considered as liabilities. 

(kk) "Person" means an individual or a business entity. 

(11) "Policy" means the written instrument in which a contract of 

insurance is set forth. 

(mm) "Political subdivision in reference to tlre United States," 

means any State, the District of Columbia, any territory, possession, or 

commonwealth belonging to or part of the United States. 

(nn) "Premium" means the written contract of or written agreement for or 

effecting insurance and includes all clauses, riders, endorsements and papers, which 

are a part thereof. 



(00) "Rating bureau"means every person, other than an admitted insurer, 

who has as his object or purpose the making of rates, rating plans or rating systems. 

(pp) "Reciprocal insurance" means insurance from an interexchange 

among persons known as subscribers, of reciprocal agreements of indemnity, the 

interexchange being carried out through an attorney-in-fact common to all persons 

involved. 

(qq) "Reciprocal insure" means an unincorporated aggregation of 

subscribers operating individually and collectively through an attorney-in-fact to 

provide reciprocal insurance among themselves. 

(rr) "Reinsuranre"means the insurance ceded and accepted between two 

insurers one of whom has effected the direct insurance. 

(ss) "Signature" includes a mark when the signer or subscriber cannot 

write, provided his name is written near the mark by a witness who also signs the 

instrument together with a second witness. 

(tt) "Solicit" means attempting to sell insurance or asking or urging a 

person to apply for a particular kind of insurance from a particular company. 

(uu) "Solicitor" means a person authorized by either the insurer or its 

general agent or a sub-agent to act as its representative but whose duties and 

authority are confined merely to soliciting insurance and aiding in the preparation 

of applications for insurance. 

(VV) "Sub-agent" means a person authorized by either the insurer or its 

general agent to solicit applications, receive proposals, receive premiums, deliver 

policies, and to make contracts of insurance. The receipt by a sub-agent of any 

premiums shall bind the insurer on the contract of insurance for that period of time 

covered by the premium payment. 

(ww) "Terminate" means the cancellation of the relationship between an 



insurance producer and the insurer or the termination of a producer's authority to 

transact insurance. 

(xx) "Transact" means, when applied to insurance, solicitation, 

negotiations preliminary to execution,execution or transaction subsequent to 

execution, or a contract of insurance or matters appertaining thereto. 

(yy) "Uniform Application" means the current version of the NAIC 

Uniform Application for resident and nonresident producer Licensing. 

(zz) "Unijbrm Business Entity Application "means the current version of 

the NAIC Uniform Business Entity Application for resident and nonresident 

business entities. 

(aaa) "United States" means its entire system and group of political 

jurisdictions including the States, the District of Columbia, territories, possessions, 

or commonwealths. 

(bbb) "Writing" means any form of recorded message capable of 

comprehension by ordinary visual means." 

Section 2. Section 121 11 is hereby added to Article 1, Chapter 12, Division 2 

of Title 22 of the Guam Code Annotated to read as follows: 

"Section 12111. Jurisdiction. (a) Notwithstanding any other 

provision of law, and exceptas provided in this Section, any person or other entity 

which provides insurance coverage on Guam for medical, surgical, chiropractic, 

physical therapy, speech pathology, audiology, professional mental health, dental, 

hospital or optometric expenses, whether the coverage is by direct payment, 

reimbursement or otherwise, shall besubject to the jurisdiction of Guam,unless the 

person or other entity shows that while providing services it is subject to the 

exclusive jurisdiction of another agency on Guam or the Federal government. 

(b) A person or entity may show that it is subject to the exclusive 



jurisdiction of another agency on Guam or the Federal government, by providing 

to the Insurance Commissioner the appropriate certificate, license or other 

document issued by the other governmental agency which permits or qualifies it to 

provide those services. 

(c) Any person or entity whih  is unable to show under Subsection (b) of 

this Section that it is subject to the exclusive jurisdiction of another agency on 

Guam or the Federal government, shall submit to an examination by the Insurance 

Commissioner to determine the organization and solvency of the person or the 

entity, and to determine whether or not the person or entity complies with the 

applicable provisions of this Code. 

(d) Any person or entity unable to show that it is subject to the exclusive 

jurisdiction of another agency on Guam or the Federalgovernment, shall be subject 

to all appropriate provisions of this Code regarding the conduct of its business. I f  

a person or entity is subject to the exclusive jurisdiction of another agency on Guam 

or the Federal government, this fact shall be disclosed on all policy forms. 

(e) Any production agency or administrator which advertises, sells, 

transacts or administers the coverage on Guam described in Subsection (a) of this 

Section, and which is required to submit to an examination by the Insurance 

Commissioner under Subsection (c) of this Section, shall, f the coverage is not 

fully insured, or otherwise fully covered by an admitted life or disability insurer, 

nonprofit hospital service plan, or nonprofit health care plan, advise every 

purchaser, prospective purchaser and covered person of such lack of insurance or 

other coverage." 

Section 3. Section 12204 of Article 2, Chapter 12 of Title 22 of the Guam Code 

Annotated is hereby repealed and reenacted to read as follows: 

"Section 12204. Same: General Powers. The Commissioner shall have 



the authority and powers as specifically conferred to him by this Title." 

Section 4. Section 12212 of Article 2, Chapter 12 of Title 22 of the Guam Code 

Annotated is hereby repealed and reenacted to read as follows: 

"Section 12212. Regulations. There are hereby authorized to be 

promulgated such rules and regulations not inconsistent with law, as may be 

reasonably necessary or appropriate for the administration of this Title and other 

laws of Guam relating to insurance. Such regulations shall be promulgated, 

amended, or repealed in accordance with the Administrative Adjudication Law." 

Section 5. Section 122 13 of Article 2, Chapter 12, Division 2 of Title 22 of the 

Guam Code Annotated is hereby repealed and reenacted to read as follows: 

"Section 12213. Practices Injurious to Free Competition. No person 

including the insurance commissioner shall directly enter into any contract, 

understanding or combination with any insurer or manager, agent or representative 

thereof for the purpose of, nor shall any such person or insurers jointly or severably 

do any act or engage in any practice for the purpose of: 

(a) controlling the rates to be charged, or the commissions or other 

compensations to be paid, for insuring any risk or class of risks, except as 

otherwise provided by law; 

(b) entering into any agreement to commit, individually or by any 

concerted action committing any act of boycott, coercion, or intimidation 

resulting or tending to result in unreasonable restraint of, or a monopoly in, 

the business of insurance, except as otherwise provided by law." 

Section 6. Section 12214 is hereby added to Article 2, Chapter 12, Division 2 

of Title 22 of the Guam Code Annotated to read as fallows: 

"Section 12214. No insurer, nor any manager, agent or representative 

thereof, shall enter into any contract, agreement, or understanding with any person 



1 or entity for the purpose-of, compelling that person or entity: 

2 (a) to accept any fee schedule, claims payment method or schedule 

3 or other such payment schedule or claims method not expressly written in 

4 a contract between the person and the insurer; provided that no law in 

5 conflict with this Title shall have the effect of prescribing any fee schedule, 

6 claims payment method or schedule or such other payment schedule or 

7 claims method not expressly written in a contract or policy negotiated 

8 between the person and the insurer; provided that absent such terms being 

9 expressly written in a contract, then the other relevant provisions contained 

10 only in this Chapter shall control; pi,ovidedfurther that in the event of any 

11 conflict between this Section and the provisions of any other law, this 

12 Section shall control. The Commissioner shall intervene on behalf of any 

13 insurer to enforce the rights under this Section." 

14 Section 7. Article 3 is hereby added to Chapter 12, Division 2 of Title 22 of the 

15 Guam Code Annotated to read as follows: 

16 "ARTICLE 3. 

17 UNFAIR TRADE PRACTICES ACT. 

18 Section 12301. Unfair methods and deceptive acts prohibited. 

19 Section 12302 Authority. 

20 Section 12303 Misrepresentations and false advertising 

2 1 prohibited. 

22 Section 12304. Twisting Prohibited. 

23 Section 12305. Defamation prohibited. 

24 Section 12306. Desist orders by commissioner; appeal; 

25 violation of order. 

26 Section 12307. Sewice of process upon unauthorized insurers. 



Section 12308. 

Section 12309. 

Section 12310. 

Section 12311. 

Section 12312. 

Section 12313. 

Section 12314. 

Section 12315. 

Favored agent o r  insurer. 

oement. Interlocking ownership and mana, 

Unfair claims settlement practices. 

Good faith. 

False applications, claims and proofs of loss 

prohibited. 

Immunity. 

Penalties. 

Severability. 

Section 12301. Unfair Methods and Deceptive Acts Prohibited. 

No person shall engage on Guam in any trade practice, which is defined in this 

Article as or is determined pursuant to this Article to be an unfair method of 

competition, or an unfair or deceptive act or practice in the business of insurance. 

Section 12302. Authority. The Insurance Commissioner shall have the 

authority to enforce laws relating to insurance fraud as stated in Section 123 12. I f  

the Commissioner has evidence to support that a person has engaged in, or is 

engaging in an act or practice that may constitute insurance fraud, or has 

committed, or is about to commit, insurance fraud, the Commissioner may make 

any investigation necessary inside or outside of Guam to determine whether onot 

the act has occurred, or to aid in the enforcement of the laws relating to insurance 

fraud. 

Section 12303. Misrepresentations and False Advertising 

Prohibited. (a) No person including the insurance commissioner shall 

make, issue, circulate, or cause to be made, issued or circulated, any estimate, 

circular or statement misrepresenting the terms of any policy issued, or to be issued, 



or the benefits or advantages promised thereby, or the dividends or share of the 

surplus to be received thereon; 

(1) make any false or misleading statement as to the dividends or 

share of surplus previously paid on similar policies; 

(2) make any misleading representation or any misrepresentation 

as to the financial condition of any insurer, or as to the legal reserve upon 

which any life insurer operates; o r  

(3) use any name or title of any policy or class of policies 

misrepresenting the true nature thereof. 

(b) Only the words in the carrier's actual policy are actionable and falsely 

written advertisements by the carrier about its actual policy shall nogive rise to a 

cause of action against the carrier; provided, the carrier or its licensed 

representative is not in violation of Subsection (a) herein. 

Section 12304. Twisting Prohibited. No person shall make or issue, 

nor cause to be made or issued, any written statement misrepresenting or making 

incomplete comparisons as to the terms, conditions or benefits contained in any 

policy for the purpose of inducing or attempting to induce the policyholder to lapse, 

forfeit, surrender, retain, exchange or convert any insurance policy. 

Section 12305. Defamation Prohibited.No person shall make or aid, 

abet or encourage the making in any manner in any communication medium of any 

oral or written statement which is false or maliciously critical of or derogatory to 

an insurer's financial condition, or of an organization proposing to become an 

insurer, and which is made to injure any person engaged or proposing to engage in 

the insurance business. 

Section 12306. Desist Orders by Commissioner; Appeal; Violation of 

Order. (a) If the Commissioner finds that any person on Guam, after a 



hearing in which the person is notified of the hearing and the charges against that 

person, has engaged or is engaging in any act or practice defined in or ~rohibited 

under this Chapter, the Commissioner shall only order the person to desist from the 

acts or practices. 

(b) If there is an appeal, to the extent that the Commissioner's order is 

affirmed, the Court shall issue its own order commanding obedience to the terms 

of the Commissioner's order. 

(c) No order of the Commissioner pursuant to this Section or order of the 

Court to enforce it in any way relieves or absolves any person affected by the order 

from any other liability, penalty or forfeiture under the law. 

Section 12307. Service of Process Upon Unauthorized Insurers. 

(a) Service of all process, statements of charges and notices under this 

Chapter upon unauthorized insurers shall be made in accordance with this Code. 

(b) The Commissioner shall forward all process, statements of charges 

and notices to the insurer in the manner provided in this Code. 

(c) No default shall be taken against any unauthorized insurer until 

expiration of thirty (30) daysafrer the date of forwarding by the Commissioner 

under Subsection (b) of this Section, or date of service of process. 

Section 12308. Favored Agent or Insurer. (a) No person shall 

require as a condition to loaning money upon the security of any real or personal 

property, or to the selling of that property under contract, that the owner of the 

property to whom the money is to be loaned, or the vendee of the property being 

sold, shall place, continue or renew any policy of insurance covering the property, 

or covering any liability related to the property or the use thereof, through a 

particular insurance agent or broker, or in a particular insurer. This doesnot 

prevent the lender or vendor, upon a reasonable basis, from approving or 



disapproving of the insurer and representative selected to undenvrite the insurance, 

but the basis for approval or disapproval shall relate of7ly to: 

(1) the adequacy and terms of the coverage with respect to the 

interest of the vendor or lender to be insured thereunder; and 

( 2 )  the ability of the insurer or representative to service the policy. 

Section 12309. Interlocking Ownership and Management. Any 

insurer may retain, invest in or acquire the whole or any part of the capital stock of 

any other insurer, or have a common management with any other insurervnless the 

retention, investment, acquisition or common management is inconsistent with any 

other provision of this Code, orunless by reason thereof the insurer's business with 

the public is conducted in a manner which substantially lessens competition 

generally in the insurance business, or tends to create any monopoly. 

Section 12310. Unfair Claims Settlement Practices. 

(a) A person is considered to be engaging in an unfair method of 

competition and unfair and deceptive act or practice in the business of insurance if 

that person commits or performs with such frequency as to indicate a general 

business practice any of the following unfair claims settlement practices: 

(1) failing to adopt and implement reasonable standards for the 

prompt investigation of claims arising under insurance policies; and 

(2) failing to provide a reasonable explanation of the basis for 

denial of a claim. 

Section 12311. Good Faith. An insurer is deemed to have acted 

in good faith in the handling, processing, payment, settlement, negotiation, 

adjustment, adjudication, denial or pending of any claim, so long as the insurer has 

not violated 4 123 10. 

Section 12312. False Applications, Claims and Proofs of Loss 



Prohibited. (a) No person shall knowingly: 

(1) make any false or fraudulent statement or representation in or 

with reference to any application for insurance, or for the purpose of 

obtaining any money or benefit; 

(2) present or cause to be presented a false or fraudulent claim, or 

any proof in support of a claim for the payment of the loss upon a contract 

of insurance; or 

(3) prepare, make or subscribe a false or fraudulent certificate, or 

other document with the intent that the certificate or other document may be 

presented or used in support of the claim. 

Section 12313. Immunity. A person acting without malice, 

fraudulent intent, or bad faith isnot subject to liability based on filing reports, or 

furnishing, orally or in writing, other information concerning suspected, anticipated 

or completed fraudulent acts against an insurance companyf the reports or 

information is provided to either: ( I )  the Commissioner; or (2) a law enforcement 

officer. This Section does not affect or modify any statutory privilege or 

immunity. 

Section 12314. Penalties. Any person who violates $12312 shall be 

fined Five Thousand Dollars ($5,000.00). A penalty collected under this Section 

shall be remitted to the Treasurer of Guam. 

Section 12315. Severability. Ifany provision of this Article or its 

application to any person or circumstance is found to be invalid or contrary to law, 

such invalidity shall notaffect other provisions or applications of this Law which 

can be given effect without the invalid provisions or applications, and to this end 

the provisions of this Law are severable." 

Section 8. Section 15103(h) of Article 1, Chapter 15, Division 2 of Title 22 of 



the Guam Code Annotated is hereby repealed in its entirety. 

Section 9. Section 15 105(c) of Article 1, Chapter 15, Division 2 of Title 22 of 

the Guam Code Annotated is hereby repealed in its entirety. 

Section 10. Section 15 106 of Article 1, Chapter 15, Division 2 of Title 22 of the 

Guam Code Annotated is hereby repealed and reenacted to read as follows: 

"Section 15106. Refusal, Suspension or Revocation. TheCo~nmissioner 

may refuse to grant or renew a certificate, or may suspend or revoke a certificate, 

for any one of the reasons provided in this section: 

(a) The insurer's refusal or failure to comply with, or the v i o l ~ o n  

of, any of the provisions of this Title applicable to such insurer. 

(b) The insurer is delinquent in the payment of any fees, licenses, 

taxes, assessments, fines or penalties owed to the government of Guam, or 

is otherwise in default for failure to comply with any of the laws of Guam; 

(c) Whenever the insurer's actuary declares that the insurer's assets 

are sufficient to meet generally, its liabilities. 

(d) Whenever the insurer's actuary declares the insurer insolvent 

or in an unsafe financial condition which would render any insurance of such 

insurer unsafe. 

(e) Whenever the insurer, or a then present officer or director of the 

insurer, has been convicted of a felony having as one of its necessary 

elements a fraudulent act or an act of dishonesty in the solicitation of, 

acceptance, custody, or payment of money or property ." 

Section 11. Section 15 1 10 of Article 1, Chapter 15, Division 2 of Title 22 of the 

Guam Code Annotated is hereby repealed and reenacted to read as follows: 

"Section 15110. Fees. (a) The Commissioner shall collect in 

advance the fees and licenses specified herein below. The fee stipulated in this 



Section shall become due in full once the services specified therein have been 

requested: 

(1) Filing of application for certificate of authority $ 75.00 

(2) Filing of application for renewal of certification 

of authority $ 37.50 

(3) Filing of any other certificate, statement, paper 

or exhibit required by this Title $ 10.00 

(4) Filing of new application after refusal to issue 

original certificate $ 75.00 

(5) Filing of application for issuance of certificate 

after revocation or expiration $250.00 

(6) Filing of application for withdrawal $ 10.00 

(7) Furnishing copies of papers filed, per page $ 0.25 

(8) Certifying copies of paper filed, per document $ 2.00 

(9) Sales representative's license, for two years $ 30.00 

(10) General agent's license, for two years $ 50.00 

( 1  1) Broker's license: 

(i) Resident broker, each year $ 25.00 

(ii) Nonresident broker, each year $100.00 

(iii) Surplus line broker, each year $1 00.00 

(iv) Adjuster's license, for two years $ 50.00 

(v) License of attorney-in-fact of 

insurer other than reciprocal 

or Lloyd's, each year $ 50.00 

Fees paid in accordance with the provisions of this Section shalhot 

be refundable under any circumstances. 



(b) All funds deriving from this Section shall be deposited by the 

Treasurer of Guam." 

Section 12. Section 15 1 10.3 is hereby addedto Article 1, Chapter 15, Division 

2 of Title 22 of the Guam Code Annotated to read as follows: 

"Section 15110.3. Refunds. If any person has paid to the Commissioner 

a tax, license fee or other charge in error, or in excess of that which he is lawfully 

bound to pay, the Commissioner shall make, or cause to be made, a refund thereof 

as the Treasurer of Guam may prescribe. Refunds shall be made on account of tax 

paid on premiums written because the insurance was cancelled, retroactive to the 

date of issuance." 

Section 13. Section 15303(d) of Article3, Chapter 15, Division 2 of Title 22 of 

the Guam Code Annotated is hereby repealed in its entirety. 

Section 14. Section 153 13 of Article 3, Chapter 15, Division 2 of Title 22 of the 

Guam Code Annotated is hereby repealed and reenacted to read as follows: 

"Section 15313. Insurer: Reserve.(a) Every domestic insurer 

authorized to transact, or transacting, insurance shall provide, hold and maintain 

minimum reserves established by its actuary. 

(b) The minimum reserves required by this Section to be maintaind shall 

be kept on deposit in such bank or banks, or shall be maintained in other financial 

institutions, located on Guam ifit is financially beneficial for the insurer to do so. 

Such deposits shall at all times include lawful money of the United States or 

securities of the types allowable as investments for domestic insurers under 5 153 17 

of this Title, or any combination of such money and such securities." 

Section 15. Section 153 14 of Article 3, Chapter 15, Division 2 of Title 22 of the 

Guam Code Annotated is hereby repealed and reenacted to read as follows: 

"Section 15314. Life Insurer: Policy. Every life policy intended for 



sale on Guam shall be approved by the Commissione~prior to such issuance as 

provided in $18306;provided, that it shall contain in substance the following 

provisions: 

(a) a provision that the insured,ajier having paid in full three (3) 

months premiums, is entitled to a grace period o h o  more than thirty-one 

(3 1) days during which period of grace the policy shall continue in force; 

provided that in case the policy becomes a claim during any period of grace, 

the amount of such premium due may be deducted from the amount payable 

under the claim;provided that any such premium due isnot considered paid 

until received by the insurer before the expiration of the grace period; 

provided, that the only obligation of an insurer who receives any premium 

received after the expiration of the grace period shall be to return the 

premium; 

(b) a provision that the policy shall be incontestable after it has 

been in force, and shall have premiums paid in full during the lifetime of the 

insured for a period of two (2) years from date of issueprovided, that ifthe 

policy was reinstated, that the time for running the two (2) year contestability 

period shall begin from the reinstatement date forwardprovided, that any 

policy which has had its face amount increased, the difference between the 

original amount and the amount of increase shall mean that the increase shall 

have a separate incontestability period which shall run that date the policy 

was issued; provided, that no policy shall be considered to have met the 

incontestability periodiffull premiums due havenot been received by the 

insurer prior to the time of death or expiration of the grace period$ 

applicable; 

(c) a provision that the policy as issued shall constitute the entire 



contract between the parties; provided, that the insurer may make the 

application for the policy a part of the contract by endorsing it upon, or 

attaching it to, the policy, including any other endorsements the insurer 

attaches and makes part of the policy; 

(d) a provision thatifthe age of the insurer has been misstated, the 

amount payable under the policy shall be such as the premium would have 

purchased at the comect age in accordance with the insurers table of premium 

rates for the insured; 

(e) a provision that in the event of default of any premium payment 

after three (3) annual premiums shall have been paid in full on such policy, 

the net value of such policy, which net value shall beat least equal to its 

entire net reserve at the date of default, less a surrender charge ohor more 

than two and one-half percent (2 %%) of the face amount of the policy, and 

less any indebtedness to the company on or secured by the policy, shall be 

applied as a single premium to the purchase of one (1) of the following 

forms of insurance, unless the policyholder shall elect the cash surrender of 

the policy: 

(1) paid-up term insurance for such a period as the net value 

outline above will purchase at the net single premium at the attained 

age of the insured at the time of the lapse; 

(2) paid-up insurance payable at the time and on the 

conditions named in the policy for such an amount as the net value 

outline above will purchase at the net single premium at the attained 

age of the insured at the time of the lapse; 

(f) a provision that in the event of default of any premium payment 

after three (3) full annual premiums shall have been paid, the policy may be 



1 surrendered to the insurer within sixty (60) daysaBer the date of premium 

2 default for a cash value, which shall beat least equal to the sum which 

3 would be otherwise available for the purchase of paid-up insurance, as 

4 provided above ifthe insured so elects; and 

5 (g) a provision that a claim shall not be valid if no proof of 

6 coverage exists; provided that consideration paid shall not constitute proof 

7 of coverage absent a policy issued and enforce under the name of the 

8 claimant; provided, that in such case only the consideration shall be 

9 returned." 

10 Section 16. Section 153 16 of Article 3, Chapter 15, Division 2 of Title 22 of the 

1 1 Guam Code Annotated is hereby repealed and reenacted to read as follows: 

12 "Section 15316. Supervision. (a) ( 1 ) Every admitted domestic 

insurer shall, on or before April 1 of each year, unless an extension is 

granted, file with the Commissioner a financial statement, verified under 

oath, setting forth its financial condition, transactions and affairs as of the 

3 1 st day of December immediately preceding, in general form and context 

as approved by the National Association of Insurance Commissioners. 

(2) The financial report shall report the financial condition of the 

insurer as of the end of the most recent calendar year, changes in capital and 

surplus for that year in conformity with statutory accounting practices. The 

financial report must include the following: 

(i) the report of the account; 

(ii) a balance sheet that reports assets, liabilities, capital and 

surplus; 

(iii) a statement of gain or loss from operations; 

(iv) a statement of cash flow; and 



(v) a statement of changes in capital and surplus. 

(b) The Commissioner shall make a detailed examination of any domestic 

insurer once annually per calendar yearprovided that the cost of such examination 

shall be paid by the Commissioner. The Commissioner may make a detailed 

examination of every domestic insurerat least once every three (3) years;pr-ovided 

the cost of such examination shall be paid by the Commissioner. 

(d) (1) In any case in which the CommissDner requests or requires the 

opinion of an actuary under this Code, another insurance law of Guam, 

including an opinion of a qualified actuary submitted in accordance with this 

Code, the opinion is presumed to be accurate and valid and the Department 

shall accept the opinion. 

(e) When the assets of any domestic insurer, computed at their actual fair 

value, are less than the aggregate amount of such insurer's liabilities and 

outstanding capital stock, based on generally accepted accounting principals, the 

Commissioner shall determine the amount of such impairment of capital and may 

order such insurer to eliminate such impairment within such period as the 

Commissioner shall designate,not less than twelve (12) months from the service 

of the order. Ifthe amount of such impairment is equal to or more than twenty-five 

percent (25%) of the insurer's outstanding capital stock, or is such that the insurer 

does not have the minimum capital required by this Title, the Commissioner may 

suspend such insurer from issuing any new policies when such impairment exists. 

If such impairment is not eliminated within the period designated by the 

Commissioner, the Commissioner may by order suspend the insurer's certificate of 

authority, and may apply to the Superior Court of Guam for an order upon such 

insurer to show cause why its Articles shouldnot be revoked, and a receiver 

appointed to liquidate its affairs." 



Section 17. Section 15317 of Article 3, Chapter 15, Division 2 of Title 22 of the 

Guam Code Annotated is hereby repealed. 

Section 18. Section 15402 of Article 4, Chapter 15, Division 2 of Title 22 of the 

Guam Code Annotated is hereby repealed and reenacted to read as follows: 

"Section 15402. General Agents. A foreign insurer shallnot be granted 

a certificate, unlessand until it has duly complied with provisions of this Section: 

(a) Duly appointed a licensed resident general agent who shall have 

a power of attorney of the insurer which authorizes that person to appoint 

subagents and solicitors for the insurer; provided, that the licensed resident 

general agent and its subagents and solicitors shalhot be liable for any claim 

or administration of insurers business;provided, that the licensed resident 

general agent shall not be liable for anythingnot specifically written in a 

contract between the foreign insurer and the licensed resident general agent; 

provided hrther, that fno written contract exists between the foreign insurer 

and the licensed resident agent, then the licensed agent shalbnly be held to 

the requirements specifically stated in (b) and (c) of this Section. 

(b) Filed with the Commissioner its consent that its resident general 

agent shall be authorized to accept service of process on its behalf for all 

cases, and that such service shall constitute personal service upon such 

insurer; provided, that the process shall name the foreign insurer and shall 

not name the licensed resident agent. 

(c) Filed with the Commissioner a power of attorney that the 

resident general agent shall have authority to countersign all policies of the 

foreign insurer effected on risks in Guam." 

Section 19. Section 15403 of Article 4, Chapter 15, Division 2 of Title 22 of the 

Guam Code Annotated is hereby amended to read as follows: 



"Section 15403. Examination. Whenever any foreigninsurer applies 

for admission, the Commissioner may cause to be made by the insurance authority 

of the jurisdiction where such insurer is organized, an examination of its business 

and affairs, and report of such examination be made to him. At such other times as 

the Commissioner shall deem necessary and proper, he may cause a like 
. . 

examination to be made. a r  

exa&m& The cost of such examination shall be paid by the Commissioner." 

Section 20. Section 15404 of Article 4, Chapter 15, Division 2 of Title 22 of the 

Guam Code Annotated is hereby amended to read as follows: 

"Section 15404. Annual Financial Statement. Every admitted foreign 

insurer shall, on or before April 1 of each year, unlessan extension is granted file 

with the Commissioner an annual financial statement, verified under oath, setting 

forth its financial condition, transactions and affairs as of the 3 1 st day of December 

immediately preceding, in general form and context as approved by the National 

Association of Insurance Commissioners, plus any additional information required 

by the Commissioner." 

Section 21. Section 15501 of Article 5,Chapter 15, Division 2 of Title 22 of the 

Guam Code Annotated is hereby repealed and reenacted to read as follows: 

"Section 15501. Scope of Article. The provisions of this Article 

shall be applicableonly to alien insurers,provided, that such alien insurers are also 

subject to all other provisions of this Title from which they arenot otherwise 

specifically exempted." 

Section 22. Section 15502 of Article 5, Chapter 15, Division 2 of Title 22 of the 

Guam Code Annotated is hereby repealed and reenacted to read as follows: 

"Section 15502. General Agent. An alien insurer shallnot be granted 

a certificate, unless and until it has complied with the provisions of this Section: 



1 (a) duly appointed a licensed resident general agent who shall have 

2 a power of attorney of the insurer which authorizes that person to appoint 

3 subagents and solicitors for the insurer; provided, that the licensed resident 

4 general agent and its subagents and solicitors shalhot be liable for any claim 

5 or administration of insurer's business;provided, that that the resident 

6 general agent and its subagents and solicitors shallnot be held liable for 

7 anything not specifically written in a contract between the alien insurer and 

8 the licensed resident general agent;provided further, that i f  no written 

9 contract exists between the alien insurer and the licensed resident general 

10 agent, then the licensed agents shall only be held to the requirements 

11 specifically stated in Subsections (b) and (c) of this Section; 

12 (b) filed with the Commissioner itsconsent that its resident general 

13 agent shall be authorized to accept service of process on its behalf for all 

14 cases, and that such service shall constitute personal service upon such 

15 insurer;provided that the process shall name the alien insurer and shallnot 

16 name the licensed resident agent; and 

17 (c) filed with the Commissioner a power of attorney that the 

18 resident general agent shall have authority to countersign all policies of the 

19 foreign insurer effected on risks on Guam." 

20 Section 23. Section 15505 of Article 5, Chapter 15, Division 2 of Title 22 of the 

2 1 Guam Code Annotated is hereby amended to read as follows: 

22 "Section 15505. Examination. Whenever any alien insurer applies 

23 for admission, the Commissioner may cause to be made by the proper authority of 

24 the jurisdiction where such insurer is organized, or if authorized to transact 

25 insurance business in a United States jurisdiction other than Guam, by the insurance 

26 authority of such other United States jurisdiction, an examination of its business 



I and financial affairs and report made to him thereon. At such other times as the 

2 Commissioner shall deem necessary and proper, he may cause a like examination 

3 to be made. The cost of such examination shall be paid by the- 

4 insurance commissioner." 

5 Section 24. Section 15701 of Article 7, Chapter 15, Division 2 of Title 22 of the 

6 Guam Code Annotated is hereby repealed and reenacted to read as follows: 

7 "Section 15701. License: Requirements; Exceptions. 

8 (a) Requirements. A person shall not sell, solicit or negotiate 

insurance in this state for any class or classes of insurance unless the person is 

licensed for that line of authority in accordance with this Act, provided, that a 

receipt issued by the Treasurer of Guam for payment of a license or renewal shall 

constitute proof of a valid license. The fee for each type of license and renewal 

thereof shall be Ten Dollars ($10.00) per year, unless otherwise applied for under 

Section 15 1 18. 

(b) Exceptions. Nothing in this Act shall be construed to require 

an insurer to obtain an insurance producer license. The term "insurer" does not 

include an insurer's officers, directors, shareholders, investors, stockholders, 

employees, subsidiaries or affiliates. 

19 A license as an insurance producer shall not be required of the following: 

20 (1) An officer, director or employee of an insurer or an of an 

2 1 insurance producer, provided that the officer, director or employee does not 

22 receive any commission on policies written or sold to insure risks residing, 

23 located or to be performed on Guam; and 

24 (A) The officer, director, or employee's activities are 

2 5 executive, administrative, managerial, clerical or a combination of 

26 these, and are only indirectly related to the sale, solicitation or 



negotiation of insurance; or 

(B) The officer, director or employee's function relates to 

underwriting, loss control, inspection or the processing, adjusting, 

investing or settling of a claim on a contract of insurance; or 

(C) The officer, director or employee is action in the capacity 

of a special agent or agency supervisor assisting insurance producers 

where the person's activities are limited to providing technical advice 

and assistance to licensed insurance producers and do not include the 

sale, solicitation or negotiation of insurance; 

(2) A person who secures and furnishes information for the 

purpose of group life insurance, group property and casualty insurance, 

group annuities, group or blanket accident and health insurance; or for the 

purpose of enrolling individuals under plans; issuing certificates under plans 

or otherwise assisting in administering plans; or performs administrative 

services related to mass marketed property and casualty insurance; where no 

commission is paid to the person for the service; 

(3) An employer or association or its officers, directors, employees, 

or the trustees of an employee trust plan, to the extent that the employers, 

officers, employees, director or trustees are engaged in the administration or 

operation of a program of employee benefits for the employer's or 

association's own employees or the employees of its subsidiaries or affiliates, 

which program involves the use of insurance issued by an insurer, as long as 

the employers, associations, officers, directors, employees or trustees are not 

in any manner compensated, directly or indirectly, by the company issuing 

the contracts; 

(4) Employees of insurers or organizations employed by insurers 



who are engaging in the inspection, rating or classification of risks, or in the 

supervision of the training of insurance producers and who are not 

individually engaged in the sale, solicitation or negotiation of insurance; 

(5) A person whose activities inthis state are limited to advertising 

without the intent to solicit insurance in Guam through communications in 

printed publications or other forms of electronic mass media whose 

distribution is not limited to residents of Guam, provided that the person 

does not sell, solicit or negotiate insurance that would insure risk residing, 

located or to be performed on Guam; 

(6) A person who is not a resident of Guam who sells, solicits or 

negotiates a contract of insurance for commercial property and casualty risks 

to an insured with risks located in more than one state insured under that 

contract, provided that that person is otherwise licensed as an insurance 

producer to sell, solicit or negotiate that insurance in the state where the 

insured maintains its principal place of business and the contract of insurance 

insures risks located in that state; or 

(7)  A salaried full-time employee who counsels or advises his or 

her employer relative to the insurance interests of the employer or of the 

subsidiaries or business affiliates of the employer provide that the employee 

does not sell or solicit insurance or receive a commission." 

Section 25. Section 15702(e) of Article 7, Chapter 15, Division 2 of Title 22 of 

the Guam Code Annotated is hereby repealed in its entirety. 

Section 26. Section 15703 of Article 7, Chapter 15, Division 2 of Title 22 of the 

Guam Code Annotated is hereby repealed and reenacted to read as follows: 

"Section 15703. Application for Examination. (a) A resident 

individual applying for an insurance producer license shall pass a written 



examination unless exempt pursuant to Section 15705.3 Exemption for 

Examination. The examination shall test the knowledge of the individual 

concerning the lines of authority for which application is made, the duties and 

responsibilities of an insurance producer and the insurance laws and regulations of 

Guam. Examinations required by this Section shall be developed and conducted 

under rules and regulations prescribed by the insurance commissioner. 

(b) The insurance commissioner may make arrangements, including 

contracting with outside testing service, for administering examinations and 

collecting the nonrefundable fee set forth in this Act. 

(c) Each individual applying for an examination shall remit a 

nonrefundable fee as prescribed by the insurance commissioner as set forth in this 

Code. 

(d) The insurance commissioner may negotiate agreements with such 

testing services to by a testing service as satisfying the examination requirements 

of persons seeking license as agents, solicitors, counselors or adjustors under this 

Code. The Commissioner may negotiate agreements with such testing services to 

include performance of examination development, test scheduling examination site 

arrangements, and test administration, grading, reporting and analysis. The 

insurance commissioner may require such testing services to respond directly with 

the applicants with regard to the administration of such examinations, and that such 

testing services collect fees for administering such examinations directly from the 

applicants. The insurance commissioner may stipulate that any agreements with 

such testing services provide for the administration of examinations in specific 

locales and at specified frequencies. The insurance commissioner shall retain the 

authority to establish the scope and type of all examinations. Prior to negotiating 

and making any agreement with any testing services as authorized hereby, the 



insurance commissioner shall hold a public hearing thereon in accordance with the 

provisions of this Title and shall adopt such rules, regulations and standards as the 

insurance commissioner may prescribe by regulations adopted pursuant to the 

Administrative Adjudication Law for the purposes of maintaining or improving 

such person's insurance skills or knowledge. 

(e) In the absence of an agreement with a testing service, the insurance 

commissioner shall administer any required qualifying examination in accordance 

with the provisions of the respective statutes governing the issuance of the license 

sought by the applicant. 

(f) Not later than the fifteenth (15'~) day after the date on which a 

licensing examination is administered under this Code, the insurance commissioner 

shall notify each examinee of the results of the examination. However, if an 

examination is graded or reviewed by a testing service, the insurance cornmissioner 

shall notify examinees of the results of the examination not later than the fifth 0) 
day after the date the exam was administered from the testing service. If the notice 

of examination results graded or reviewed by a testing service will be delayed for 

longer than fifteen (15) days from the examination date, the insurance 

commissioner shall notify the examinee of the reason for the delay before the 

fifteenth (15Ih) day. If no notification is received by the 151h day the person shall 

have all fees paid to the treasure refunded. The insurance commissioner may 

require the testing service to notify examinees of the results of the examination. 

(g) If requested in writing by a person who fails a licensing examination 

administered under this Code, the insurance commissioner shall furnish the person 

with an analysis of the person's performance on the examination. 

(h) An individual who fails to appear for the examinatian as scheduled or 

fails to pass the examination, shall reapply for an examination and remit all required 
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1 fees and forms before being rescheduled for another examination. 

2 Section 27. Section 15703.1 is hereby added to Article 7, Chapter 15, Division 

3 2 of Title 22 of the Guam Code Annotated to read as follows: 

4 "Section 15703.1. Renewal of Licenses. (a) A person may 

5 renew an unexpired license by filing a renewal application with the Department in 

6 the form prescribed by the Department and paying to the Department before the 

7 expiration date of the license the required renewal fee. A renewal fee paid under 

8 this Section is nonrefundable. 

9 (b) If a person's license has been expired for longer than one ( I )  year, the 

10 person may not renew the license. The person may obtain a new license by 

11  submitting to reexamination,ifexamination is required for original issuance of the 

12 license, and complying with the requirements and procedures for obtaining an 

13 original license. However, the Department may renew without reexamination an 

14 expired license of a person who was licensed in Guam, moved to another state, and 

15 is currently licensed and has been in practice in the other state preceding application 

16 on Guam. The person must pay to the Department a fee that is equal to the license 

17 fee. 

18 (c) At least thirty (30) days before the expiration of a person's license, 

19 the Department shall send written notice of the impending license expiration to the 

20 person at the person's last known address according to the records of the 

2 1 Department. 

22 (d) The Department may waive any license requirement for an applicant 

23 with a valid license from another state having license requirements substantially 

24 equivalent to those of Guam." 

2 5 Section 28. Section 15703.2 is hereby addedto Article 7, Chapter 15, Division 

26 2 of Title 22 of the Guam Code Annotated to read as follows: 



"Section 15703.2. Continuing Education. Participation in 

continuing education programs is voluntary." 

Section 29. Section 15704.1 is hereby added to Article 7, Chapter 15, Division 

2 of Title 22 of the Guam Code Annotated to read as follows: 

"Section 15704.1. Application for License. (a) A person 

applying for a resident insurance producer license shall make application to the 

insurance commissioner on the Uniform Application and declare under penalty of 

refusal, suspension or revocation of the license that the statements made in 

application are true, correct and complete to the best of the individual's knowledge 

and belief. Before approving the application, the insurance commissioner shall find 

that the individual: 

(1) is at least eighteen (18) years of age; 

( 2 )  has not committed any act that is a ground for denial, 

suspension or revocation set forth in Section 157 1 19; 

(3) has paid the fees set forth in this Title; and 

(4) has successfully passed the examinations for the lines of 

authority for which the person has applied. 

(b) A business entity acting as an insurance producer is required to obtain 

an insurance producer license. Application shall be made using the Uniform 

Business Entity Application. Before approving the application, the insurance 

commissioner shall find that: 

(1) The business entity has paid the fees set forth in this Title; and 

( 2 )  The business entity has designated a licensed producer 

responsible for the business entity's compliance with the insurance laws, 

rules and regulations of Guam." 

Section 30. Section 15704.2 is hereby added to Article 7, Chapter 15, Division 



1 2 of Title 22 of the Guam Code Annotated to read as follows: 

2 "Section 15704.2. Licensing of Agents. (a) No person, 

3 corporation or bank shall act as an agent of any: (i) local mutual aid association, 

4 (ii) local mutual burial association, (iii) statewide mutual assessment corporation, 

5 (iv) government mutual insurance company, (v) casualty company writing accident 

6 and health insurance, (vi) health maintenance organization, or- (vii) any other type 

7 of insurance carrier licensed to do business on Guam and which insurance carrier's 

8 agents are required to be licensed under the provisions of this Article, on the date 

9 that this Chapter shall become effective, shall have first procured a license from the 

10 Department as in this Article is provided,unless that individual or entity, and no 

11  such insurance carrier shall appoint any person, corporation, or bank shall have 

12 obtained a license under the provisions of this Article, and no such person, 

13 corporation or bank who obtains a license shall engage in business as an agent until 

14 that individual or entity shall have been appointed to act as an agent by some duly 

15 authorized insurance carrier designated by the provisions of this Article, and 

16 authorized to do business on Guam. Any person, corporation or bank desiring to 

17 act as an agent of any insurance carrier licensed to do business on Guam and 

18 writing health and accident insurance may obtain a separate license as an agent to 

19 write health and accident insurance; provided, such person, corporation or bank 

20 complies with the provisions of this Article and has been appointed to act as an 

2 1 agent by some duly authorized insurance carrier authorized to do health and 

22 accident insurance business on Guam. 

23 (b) No insurer or licensed insurance agent doing business on Guam shall 

24 pay directly or indirectly any commission, or other valuable consideration, to any 

25 person, corporation or bank for services as an insurance agent within Guam,unless 

26 such person, corporation or bank shall hold a currently valid license to act as an 



insurance agent as required by the laws of Guam; nor shall any person, corporation, 

or bank other than a duly licensed agent, accept any such commission or other 

valuable consideration. 

(c) Unless denied licensure pursuant to this Section, persons who have 

met the requirements of Sections 15703 and 15704.1 shall be issued an insurance 

producer license. An insurance producer may receive qualification for a license in 

one or more of the following lines of authority: 

(1) Life-insurance coverage on human lives including benefits of 

endowment and annuities, and may include benefits in the event of death or 

dismemberment by accident and benefits for disability income. 

(2) Accident and health or sickness-insurance coverage for 

sickness, bodily injury or accidental death and may include benefits for 

disability income. 

(3) Property-insurance coverage for the direct or conequential loss 

or damage to property of every kind. 

(4) Casualty-insurance coverage against legal liability, including 

that for death, injury or disability or damage to real or personal property. 

(5) Variable life and variable annuity products-insurance overage 

provided under variable life insurance contracts and variable annuities. 

(6 )  Personal lines-property and casualty insurance coverage sold to 

individuals and families for primarily noncommercial purposes. 

(7) Credit-limited line credit insurance. 

(8) Any other line of insurance permitted under state laws or 

regulations. 

(d) An insurance producer license shall remain in effect unless revoked 

or suspended as long as the fee set forth in this Title is paid. 



1 (e) A licensed insurance producer who is unable to comply with license 

2 renewal procedures due to military service or some other extenuating circumstance 

3 may request a waiver of those procedures. The producer may also request a waiver 

4 of any examination requirement or any other fine or sanction imposed for failure 

5 to comply with renewal procedures. 

6 ( The license shall contain the licensee's, name, address, personal 

7 identification number, and the date of issuance, the lines of authority, the expiration 

8 date and any other information the insurance commissioner deems necessary. 

9 (g) Licensees shall inform the insurance commissioner by any means 

10 acceptable to the insurance commissioner of a change of address within ninety (90) 

11 days of the change. 

12 (h) In order to assist in the performance of the insurance commissioner's 

13 duties, the insurance commissioner may contract with non-governmental entities, 

14 including the National Association of Insurance Commissioner (NAIC) or any 

15 affiliates or subsidiaries that the NAIC oversees, to perform any ministerial 

16 functions, including the collection of fees, related to producer licensing that the 

17 insurance commissioner and the non-governmental entity may deem appropriate." 

18 Section 31. Section 15705.1 is hereby added to Article 7, Chapter 15, Division 

19 2 of Title 22 of the Guam Code Annotated to read as follows: 

20 "Section 15705.1. Discipline of License Holders. (a) m n  

21 conviction of a felonious Act, the Department may refuse to issue an original 

22 license, revoke, suspend or refuse to renew a license, place on probation a person 

23 whose license has been suspended, assess an administrative penalty as specifically 

24 prescribed herein or reprimand a license holder, 

25 (b) the Department proposes to refuse to issue an original license, or 

26 to suspend, revoke or refuse to renew a license, the person affected is entitled to a 



1 hearing conducted within five (5) days after receix~ing notice from the 

2 Commissioner of any disciplinary action. Notice of the hearing shall be provided 

3 to the person and to any insurance carrier appearing on the application as desiring 

4 that the license be issued. The Commissioner shall issue a final ruling on the issue 

5 within five (5) days after the hearing. The license holder may appeal the 

6 Commissioner's order to the Superior Court of Guam. The court shall havede 

7 novo review." 

8 Section 32. Section 15705.2 is hereby added to Article 7, Chapter 15, Division 

9 2 of Title 22 of the Guam Code Annotated to read as follows: 

10 "Section 15705.2. Nonresident Licensing. (a) Unless denied 

11  licensure pursuant to Section 1571 19, a nonresident person shall receive a 

12 nonresident producer license if: 

13 (1) the person is currently licensed as a resident and in good 

14 standing in his or her home state; 

15 (2) the person has submitted the proper request for licensure and 

16 has paid the required fees; 

17 (3) the person has submitted or transmitted to the insurance 

18 commissioner the application for licensure that the person submitted to his 

19 or her home state, or in lieu of the same, a completed Uniform Application; 

20 and 

21 (4) the person's home s a e  awards non-resident producer licenses 

22 to residents of this state on the same basis. 

23 (b) The insurance commissioner may verify the producer's licensing 

24 status through the Producer Database maintained by the National Association of 

25 Insurance Commissioners, its affiliates or subsidiaries. 

26 (c) A nonresident producer who moves from one state to another state or 



1 a resident producer who moves from this state to another state shall file a change 

2 of address and provide certification from the new resident state within thirty (30) 

3 days of the change of legal residence. No fee or license application is required. 

4 (d) Notwithstanding any other provision of this Act, a person licensed as 

5 a surplus lines producer in his or her home state shall receive a nonresident surplus 

6 lines producer license pursuant to Subsection (a) of this Section. Except as to 

7 Subsection (a), nothing in this Section otherwise amends or supercedes any 

8 provision regulating excess and surplus lines. 

9 (e) Notwithstanding any other provision of this Pit, a person licensed as 

10 a limited line credit insurance or other type of limited lines producer in his or her 

11 home state shall receive a nonresident limited lines producer license, pursuant to 

12 Subsection A of this section, granting the same scope of authority as granted under 

13 the license issued by the producer's home state. For the purposes of Section 

14 15705.2, limited line insurance is any authority granted by the home state which 

15 restricts the authority of the license to less than the total authority prescribed in the 

16 associated major lines pursuant to Section 157 1 13." 

17 Section 33. Section 15705.3 is hereby added to Article 7, Chapter 15, Division 

18 2 of Title 22 of the Guam Code Annotated to read as follows: 

19 "Section 15705.3. Exemption from Examination. (a) An 

20 individual who applies for an insurance producer license in this state who was 

21 previously licensed for the same lines of authority in another state shall not be 

22 required to complete any prelicensing education or examination. This exemption 

23 is only available if the person is currently licensed in that state or if the application 

24 is received within ninety (90) days of the cancellation of the applicant's previous 

25 license and if the prior state issues a certification that, at the time of cancellation, 

26 the applicant was in good standing in that state or the state's Producer Database 



records, maintained by the National Association of Insurance Commissioners, its 

affiliates or subsidiaries, indicate that the producer is or was licensed in good 

standing for the line of authority requested. 

(b) A person licensed as an insurance producer in another state who 

moves to this state shall make application within ninety (90) days of establishing 

legal residence to become a resident licensee pursuant to Section 157 10. NO 

prelicensing education or examination shall be required of that person to obtain any 

line of authority previously held in the prior state except where the insurance 

commissioner determines otherwise by regulation." 

Section 34. Section 15705.4 is hereby added to Article 7, Chapter 15, Division 

2 of Title 22 of the Guam Code Annotated to read as follows: 

"Section 15705.4. Assumed Names. An insurance producer doing 

business under any name other than the producer's legal name is required to notify 

the insurance commissioner prior to using the assumed name." 

Section 35 Section 15710 of Article 7, Chapter 15, Division 2 of Title 22 of the 

Guam Code Annotated is hereby repealed and reenacted to read as follows: 

"Section 15710. Insurance Adjusters. No person, except a person 

otherwise licensed under this Article, shall make any adjustment under an insurance 

policy covering hazards described in Article 1 of Chapter 18 of this Title, unless 

that person shall hold a license under this Section, or is exempted therefrom. 

(a) The Commissioner may issue an adjuster's license to any 

person filing an application on a prescribed form, and upon payment of a 

license fee of Ten Dollars ($10.00). Licenses and renewals thereof shall be 

for a term expiring one (1) yearafter the date of issue, unless otherwise 

specified in this Title. 

(b) Any license under this Section may be refused, suspended or 



1 revoked for any of the reasons set forth in Section 15705 of this Title. and 

2 in the manner so provided therein." 

3 Section 36. Section 1571 11 is herebyadded to Article 7, Chapter 15. Division 

4 2 of Title 22 of the Guam Code Annotated to read as follows: 

5 "Section 157111. Statutory References. A reference in this Article to 

6 a statutory provision applies to all reenactments, revisions or amendments of that 

7 provision." 

8 Section 37. Section 1571 13 is herebyadded to Article 7, Chapter 15, Division 

9 2 of Title 22 of the Guam Code Annotated to read as follows: 

10 "Section 157113. Application for License; to Whom License May be 

11 Issued. (a) Definitions. 

12 (1) In this Section, 'person' means an individual or business entity. 

13 The term 'partnership' or 'agency partnership,' as used in this Section 

14 means a general partnership or a registered limited liability partnership. 

15 (2) In this Section, the term 'corporation' shall mean a corporation 

16 organized under the general corporation laws of Guam, or a Guam domiciled 

17 limited liability company organized or existing under Guam's Limited 

18 Liability Company Act having its principle place of business on Guam and 

19 having as one (1) of its purposes the authority to act as an insurance agent. 

20 The licensing and regulation of a limited liability company shall bgubject 

2 1 to the same provisions and requirements of this Article that are applicable to 

22 corporations licensed under this Article. 

23 (3) In this Article, 'bank' means a national banking association 

24 organized and existing under the National Bank Acts (12 U.S.C. S21,et 

25 seq.), a state bank organized and existing under the banking laws of Guam, 

26 a Savings Bank organized and existing under the banking laws of Guam, a 



bank branch, or a bank operating subsidiary, as defined by Guam or Federal 

law, that is located and doing business on Guam. 

(b) Application for License; to Whom License May be Issued. 

(1) Any person, corporation or bank that desires to become an 

agent for a local mutual aid association, a local mutual burial association, a 

government mutual assessment corporation, a government mutual insurance 

company, a casualty company writing accident and health insurance 

company, or any other type of insurance carrier licensed to do business on 

Guam, the agents of which are required to be licensed under this Article, 

shall submit to the Department an application for a license in the form 

required by the Department. 

(2) The application must bear a signed endorsement by an officer 

or properly authorized representative of the insurance carrier that the 

individual applicant or the responsible officer and employee of the bank is 

qualified to hold that individual or the partnership, or the bank out in good 

faith to the general public as an insurance agent and that the insurance 

carriers desires that the applicant act as an insurance agent to represent it on 

Guam; provided, that if no written agency contract exists between the 

resident general agent and the insurer that the provisions contained within 

this Title shall control. 

(3) The Department shall issue a license to an individual or to a 

general partnership or corporation engaging in the business of insurance. 

Nothing contained herein shall be construed to permit any unlicensed 

employee or agent of any corporation to perform any act of an agent under 

this Article without obtaining a license. 

(4) The Department shall issue a license to a bank if the 



Department finds that: (i) the bank satisfies the definition of this Article, ( i i )  

at least one (1) officer of the bank and each individual who will be 

performing any acts as an agent for the bank are individually licensed under 

this Article, (iii) the bank shall pay gross receipt taxes on the co~nlnission or 

fee income or income it receives; provided, that. should there be any law in 

conflict with this provision that this Section shall control in so far as it deals 

with income derived from activities related to the business of insurancepnd 

(iv) the bank will have the ability to pay any sums up to Twenty-five 

Thousand Dollars ($25,000.00) that it might become legally obligated to pay 

on account of any claim made against it by a customer and caused by a 

negligent act, error or omission of the bank, or any person for whose acts the 

bank is legally liable in the conduct of its business under this Article. Banks 

shall not force or induce any customer into buying, transferring or rolling 

over any insurance coverage in favor of coverage which the bank will 

directly or indirectly receive a fee income, commission or income. 

Banks may sell insurance and may replace, transfer or rollover 

coverage i f  it is in the best interest of the customer to do so. The term best 

interest' shall include, but not be limited to: an explanation between the 

coverage and price of a product the bank is offering versus the coverage the 

customer currently has in force. Comparing companies financial strength 

shall not be permitted, or any other activity in violation of this Title. The 

term 'customer' means any person, firm or corporation to whom the banks 

sells or attempts to sell a policy of insurance, or from whom the bank accepts 

an application for insurance. That ability shall be proven through: (a) an 

errors and omissions policy insuring the bank against errors and omissions 

in at least the sum of One Hundred Thousand Dollars ($100,000.00) with 



nor more than a Ten Thousand Dollar ($10,000.00) deductible feature, 

issued by an insurance company licensed to do business on Guam, orf a 

policy cannot be obtained from a company licensed to do business on Guam, 

a policy issued by a company not licensed to do business on Guam upon 

filing an affidavit with the Department stating the inability to obtain 

coverage; (b) a bond executed by the bank as principal and a surety company 

authorized to do business on Guam, as surety, in the principal sum of 

Twenty-five Thousand Dollars ($25,000.00), payable to the Department for 

the use and benefit of customers of the bank, conditioned that the bank shall 

pay any final judgment recovered against it by a customer; or (c) a deposit 

with the comptroller of cash or securities, with a fair market value of 

Twenty-five Thousand Dollars ($25,000.00). 

The comptroller shall accept and receive the deposit and hold it 

exclusively for the protection of a customer of the bank who recovers a final 

judgment against the bank. The deposit may be withdrawnonly upon filing 

with the Department satisfactory evidence that the bank has withdrawn from 

the business of insurance and has no unsecured liabilities outstanding or that 

the bank has provided for the protection of its customers by furnishing an 

errors and omissions policy or a bond as provided by this Subsection. 

Securities so deposited may be exchanged from time to time for other 

qualified securities. A binding commitment to issue such a policy or bond, 

or the tender of applicable securities, is sufficient in connection with an 

application for license. Nothing in this Subsection permits an unlicensed 

employee or agent of a bank to perform any act of an agent under this Article 

without obtaining a license,except that no bank, partnership, corporation or 

any other legal business entity needs to procure an insurance license to sell 



1 credit life, mortgage life or personal accident insurance. A bank l~censed as 

2 an agent under this Article must maintain the insurance records of the bank, 

3 including all files relating to customer complaints, separate from records 

4 relating to the banking transactions of the bank. Ifat any time, a bank that 

5 holds an agent's license doesnot maintain the qualifications necessay to 

6 obtain a license, the license of that bank to act as an agent shall be canceled 

7 or denied in accordance with this Article. Each bank licensed as an agent 

8 under this Article shall file under oath with its application for license renewal 

9 a list of the name and address of each individual who will be acting as an 

10 agent on behalf of the bank." 

11 Section 38. Section 1571 14 is herebyadded to Article 7, Chapter 15, Division 

12 2 of Title 22 of the Guam Code Annotated to read as follows: 

13 "Section 157114. Persons Other Than Licensed Agents Who May Share 

14 in Profits of an Agent. (a) On the death of a licensed agent who is a member 

15 of an agency partnership, the surviving spouse and childrenifany, of the deceased 

16 partner, or a trust for the surviving spouse and children, may share in the profits of 

17 such agency partnership during the lifetime of the surviving spouse or children, as 

18 the case may be, as provided by a written partnership agreement, or in the absence 

19 of any written agreement, as agreed by the surviving partner(s) and the surviving 

20 spouse, the trustee and the legal representative of the surviving child or children. 

21 (b) On the death of a licenssd agent, who is a sole proprietorship, unless 

22 otherwise provided by the will admitted to probate of that deceased agent, the 

23 surviving spouse and children, i f  any, of the deceased agent, or a trust for the 

24 surviving spouse or children, may share in the profits of the continuance of the 

25 agency business of the deceased agent,$ the agency business is continued by a 

26 licensed agent. The surviving spouse, trusts or children may participate in the 



profits during the lifetime of the surviving spouse and children. The sur\,ivins 

spouse, trusts or children arenot required to qualify as agents in order to participate 

in the profits of the agency, but may not do or perform any act of an agent in 

connection with the continuance of the agency business without first having been 

licensed as an agent. A licensed agent who is a sole proprietorship may transfer an 

interest in that person's agency to his children, or at trust for that person's children, 

and may operate that interest for their use and benefit. The children may share in 

the profits of the agency during their lifetime, and during that time may not be 

required to qualify as an agent in order to participate in those profits, but maynot 

perform any act of an agent in connection with the agency business without first 

having been licensed as an agent. 

(c) On the death of a shareholder in a corporate licensed agency, the 

surviving spouse and children, if any, of the deceased shareholder, or a trust for 

the surviving spouse and children may share in the profits of the corporate agency 

during the lifetime of the surviving spouse or children as provided by a contract 

entered into by and between all of the shareholders and the corporation. A 

surviving spouse, surviving children or trusts are not required to individually 

qualify as an agent in order to participate in the profits, but may not perform any 

act of an agent on behalf of the corporation without having qualified as an agent. 

A shareholder in a corporate licensed agency may,$ provided by a contract 

entered into by and between all of the shareholders and the corporation, transfer an 

interest in the agency to that person's children, or a trust for that person's children. 

The children or trusts may share in the profits of the agency to the extent of that 

interest during their lifetime. The children or trusts maynot be required to qualify 

as an agent to participate in those profits, but may not perform any act of an agent 

on behalf of the corporation without having qualified as an agent." 



Section 39. Section 1571 15 is hereby added to Article 7, Chapter 15. Division 

of Title 22 of the Guam Code Annotated to read as follows: 

"Section 157115. Issuance of License Under Certain Circurnstanccs. 

The Department shall issue a license to a person, corporation or bank in such 

form as it may prepare authorizing such applicant to write the types of insurance 

authorized by law to be issued by applicant's appointing insurance carrier, except 

that: the Commissioner shall issue a license to a person or corporation in such form 

as the Department may prepare authorizing such applicant to write the types of 

insurance authorized by law to be issued by applicant's appointing insurance 

carrier, except that: 

(a) such applicant shall not be authorized to write health and 

accident insurance,unless: (i) applicant, $not a partnership, corporation or 

bank shall have first passed a written examination as provided for in this 

Article, or (ii) applicant will act only as a ticket-selling agent of a public 

carrier with respect to accident life insurance covering risks of travel, or as 

an agent selling credit life, health and accident insurance issued exclusively 

in connection with credit transactions, or (iii) applicant will write policies or 

riders to policies providing only lump sum cash benefits in the event of the 

accidental death or death by accidental means, or dismemberment, or 

providing only ambulance expense benefits in the event of accident or 

sickness; and 

(b) such applicant, ifnot a partnership, corporation or bank shall 

not be authorized to write life insurance in excess of Ten Thousand Dollars 

($10,000.00) upon any one (1) life, unless: (i) applicant, if not a 

partnership, corporation or bank shall have first passed a written examination 

as provided for in this Article,or (ii) applicant will act only as a ticket- 



1 selling agent of a public carrier w ~ t h  respect to accident llfe Insurance 

2 covering risks of travel, or as an agent selling credit life, health and accident 

3 insurance issued exclusively in connection with credit transactions, or (iii) 

4 applicant will write policies or riders to policies providingonly lump sum 

5 cash benefits in the event of the accidental death, or death by accidental 

6 means, or dismemberment, or providing only ambulance expense benefits in 

7 the event of accident or sickness." 

8 Section 40. Section 1571 16 is herebyadded to Article 7, Chapter 15, D~vision 

9 2 of Title 22 of the Guam Code Annotated to read as follows: 

10 "Section 157116. Examination of Applicant for License to Write 

1 1  Insurance. (a) Each applicant for a license under the provisions of this 

12 Article who desires to write property and casualty, life, health, accident and 

13 sickness, and other types of insurance within Guam shall submit to a personal 

14 written examination prescribed by the Department to determine the applicant's 

15 competency with respect to insurance license the applicant is applying for, except 

16 that no written examination shall be required of: (i) an applicant for the renewal of 

17 a license issued by the Department pursuant to this Article, which is currently in 

18 force at the effective date of this Act; (ii) an applicant whose license expiredess 

19 than one (1) yearprior to the date of application may be issued a license without 

20 written examination; provided, such prior license granted such applicant the right 

21 to sell insurance; or (iii) an applicant that is partnership, corporation or bank. 

22 (b) The Department may designate text books, manuals and other 

23 materials to be studied by applicants in preparation for examination pursuant to this 

24 Section. All examination questions shall be prepared &om the contents of the text 

25 books, manuals and other materials designated or prepared by the Department 

26 pursuant to this Section and such questions shall be limited to and substantially 



1 slmilar to the questions relating to the type of insurance the applicant is applylng 

2 for contained in the written examination prescribed by the Department pursuant to 

3 this Insurance Code. Unless the Department accepts a qualifying examinat~on 

4 administered by a testing service, as provided under this Title, the Department may 

5 charge each applicant a fee in an amount not to exceed Fifty Dollars ($50.00) for 

6 the privilege of taking such written examination and which fee shall not be 

7 returned under any circumstance other than for failure to appear and take the 

8 examination, or the applicant has not received a notice of the applicants 

9 performance within fifteen (15) days after the examination date. A new 

10 examination fee shall be paid for each and every examination. After the 

11 Department shall determine that such applicant has successfully passed the written 

12 examination or it has been waived, the Department shall forthwith issue a llcense 

13 to such applicant, which shall also authorize such applicant to write Insurance for 

14 the designated insurance carrier." 

15 Section 41. Section 1571 17 is herebyadded to Article 7, Chapter 15, Divlsion 

16 2 of Title 22 of the Guam Code Annotated to read as follows: 

17 "Section 157117. Failure of Applicant to Qualify for License. 

18 If the applicant for a license, ifrequired to do so, has not passed the written 

19 examination, the Department shall within fifteen (125) days from the examination 

20 date, notify the applicant in writing that the license will not be issued." 

21 Section 42. Section 1571 18 is hereby added to Article 7, Chapter 15, Division 

22 2 of Title 22 of the Guam Code Annotated to read as follows: 

23 "Section 157118. Agent May be Licensed to Represent Multiple 

24 Insurers. (a) Any agent licensed under this Article may represent and actis 

25 an agent for more than one (1) insurance carrier at any time while the agent's 

26 license is in force, ifthe agent so desires. Any such agent and the insurance carrier 



1 involved must give notice to the Department of any additional appointment or 

2 appointments authorizing the agent to act as an agent for an additional insurance 

3 carrier or carriers. The agent shall be required to pay a fee in an amount stated in 

4 this Code, which fee shall accompany the notice. Ifapproval of the additional 

5 appointment is not received from the Department before the fifth day after the 

6 date on which the completed application and fee were received by the Department, 

7 the agent and the insurance carrier, in the absence of notice of disapproval, shall 

8 assume that the Department approves the application, and the agent may act for the 

9 insurance carrier. 

10 (b) An appointment made under this Article to authorize an agent to act 

11 as an agent for an insurance carrier continues in effect without the necessity of 

12 renewal until it is terminated and withdrawn by the insurance carrier as provided 

13 by this Section, or is otherwise terminated in accordance with this Title. Each 

14 renewal license issued to the agent authorizes the agent to represent and act for the 

15 insurance carriers for which the agent holds an appointment until the appointment 

16 is terminated, and that agent is considered to be the agent of the appointing 

17 insurance carriers for the purposes of this Article. 

(c) An agent representing multiple insurers shall not have his entire 

license revoked, suspended or otherwise, but only that portion of his license with 

the reflected insurer. The rest of the license shall remain in effect." 

Section 43. Section 1571 19 is herebyadded to Article 7, Chapter 15, Division 

2 of Title 22 of the Guam Code Annotated to read as follows: 

"Section 157119. License Denial, Non-renewal or Revocation. 

(a) The insurance commissioner may place on probation, suspend, revoke 

or refuse to issue or renew an insurance producer's license for any one or more of 

the following causes: 



1 (1) Providing incorrect, misleading, incomplete or materially 

2 untrue information in the licensing application; 

3 (2) Violating any insurance laws that contain monetary penalties or 

4 subpoena or order of the insurance commissioner or of another state's 

5 insurance commissioner; 

6 (3) Obtaining or attempting to obtain a license through 

7 misrepresentation or fraud; 

8 (4) Improperly withholding, misappropriating or converting any 

9 monies or properties received in the course of doing insurance busmess; 

10 ( 5 )  Intentionally misrepresenting the terms of an actual or proposed 

11 insurance contract or application for insurance; 

12 (6) Having been convicted of a felony; 

13 (7) Having admitted or been found to have committed any 

14 insurance unfair trade practice or fraud; 

15 (8) Using fraudulent, coercive, or dishonest practices, or 

16 demonstrating incompetence, in the conduct of business in this state or 

17 elsewhere; 

18 (9) Having an insurance producer license, or its equivalent, denied, 

19 suspended or revoked in any other state, province, district or territory; 

20 (10) Forging another's name to an application for insurance or to 

2 1 any document related to an insurance transaction; 

22 (11 )  Improperly using notes or any other reference material to 

23 complete an examination for an insurance license; 

24 Knowingly accepting insurance business from an individual who is 

25 not licensed; 

26 (13) Failing to  comply with an administrative or court order 



imposing a child support obligation; or 

(b) In the event that the action by the insurance commissioner is to non- 

renew or to deny an application for a license, the insurance commissioner shall 

notify the applicant or licensee and advise, in writing, the applicant or licensee of 

the reason for the denial or non-renewal of the applicant's or licensee's license. 

The applicant or licensee may make written demand upon the insurance 

commissioner within thirty (30) days for a hearing before the insurance 

commissioner to determine the reasonableness of the insurance commissioner's 

action. The hearing shall be held within five (5) days and shall be held pursuant to 

the requirements of the Administrative Adjudication Law. The courts shall have 

11 de novo review. 

12 (c) The license of a business entity may be suspended, revoked or refused 

13 if the insurance commissioner finds, after hearing, that an individual licensee's 

14 violation was known or should have been known by one or more of the partners, 

15 officers or managers acting on behalf of the partnership or corporation and the 

16 violation was neither reported to the insurance commissioner nor corrective action 

17 taken. 

18 (d) The insurance commissioner shall retain the authority to enforce the 

19 provisions of and impose any penalty or remedy authorized by this Act and Title 

20 against any person who is under investigation for or charged with a violation of this 

2 1 Act or Title even if the person's license or registration has been surrendered or has 

22 lapsed by operation of law." 

23 Section 44. Section 1571 19.1 is hereby added to Article 7, Chapter 15, Division 

24 2 of Title 22 of the Guam Code Annotated to read as follows: 

25 "Section 157119.1. Commissions. (a) An insurance company 

26 or insurance producer shall not pay a commission, service fee, brokerage or other 



1 valuable consideration to a person for selling, soliciting or negotiating insurance in 

2 this state if that person is required to be licensed under this Act and is not so 

3 licensed. 

4 (b) A person shall not accept a commission, service fee, brokerage or 

5 other valuable consideration for selling, soliciting or negotiating insurance in this 

6 state if that person is required to be licensed under this Act and is not so licensed. 

7 (c) Renewal or other deferred commissions may be paid to a person for 

8 selling, soliciting or negotiating insurance in this state if the person was required 

9 to be licensed under this Act at the time of the sale, solicitation or negotiation and 

10 was so licensed at that time. 

1 1  (d) An insurer or insurance producer may pay or assign commissions, 

12 service fees, brokerages or other valuable consideration to an insurance agency or 

13 to persons who do not sell, solicit or negotiate insurance in this state, unless the 

14 payment would violate provisions of this statute." 

15 Section 45. Section 157120 is hereby added to Article 7, Chapter 15, Division 

16 2 of Title 22 of the Guam Code Annotated to read as follows: 

17 "Section 157120. Temporary Licensing. (a) The insurance 

18 commissioner may issue a temporary insurance producer license for a period not 

19 to exceed one hundred eighty (180) days without requiring an examination if the 

20 insurance commissioner deems that the temporary license is necessary for the 

21 servicing of an insurance business in the following cases: 

22 (1) To the surviving spouse or court-appointed personal 

23 representative of a licensed insurance producer who dies or becomes 

24 mentally or physically disabled to allow adequate time for the sale of the 

25 insurance business owned by the producer or for the recovery or return of the 

26 producer to the business or to provide for the training and licensing of new 



personnel to operate the producer's business; 

(2) To a member or employee of a business entity licensed as an 

insurance producer, upon the death or disability of an individual designated 

in the business entity application or the license; 

(3) To the designee of a licensed insurance producer entering active 

service in the armed forces of the United States of America; or- 

(4) In any other circumstance where the insurarce commissioner 

deems that the public interest will best be served by the issuance of this 

license. 

The insurance commissioner may by order limit the authority of any 

11 temporary licensee in any way deemed necessary to protect insureds and the 

12 public. The insurance commissioner may require the temporary licensee to have 

13 a suitable sponsor who is a licensed producer or insurer and who assumes 

14 responsibility for all acts of the temporary licensee and may impose other similar 

15 requirements designed to protect insureds and the public. The insurance 

16 commissioner may by order revoke a temporary license if the interest of insureds 

17 or the public are endangered. A temporary license may not continue after the 

18 owner or the personal representative disposes of the business." 

19 Section 46. Section 157121 is hereby added to Article 7, Chapter 15, Division 

20 2 of Title 22 of the Guam Code Annotated to read as follows: 

2 1 "Section 157121. Credit Insurance Agents. (a) In this Section: 

22 (1) 'Agent' means a person or corporation licensed to sell credit 

23 insurance, mortgage insurance, travel accident and personal accident 

24 insurance in accordance with this Article and as specifically provided by this 

25 Section. 

(2)  'Credit insurance' includes: (i) credit life; (ii) credit accident 



and health insurance; (iii) credit involuntary unemployment insurance; ( i l l )  

mortgage life insurance; (v) travel accident insurance; (vi) personal accident 

insurance and 'credit property insurance' which means insurance: (1) 

providing coverage (i) on personal property used as collateral for securing 

a personal or consumer loan, or (ii) on personal property under an 

installment sales agreement or through a consumer credit transactionpnd (2) 

purchased in connection or in relation to such personal or consumer loan, 

installment sale or consumer credit transaction; but (3) shalhot include any 

insurance which provides theft, typhoon, collision, earthquake, fire, liability, 

property damage or comprehensive insurance coverage on any automobile, 

home, business, motorized aircraft, motorcycle, truck, truck-tractor, traction 

engine or any other self-propelled vehicle which is designed primarily for 

operation in the air or on highways, roadways, waterways or the sea, and its 

operating equipment, or which is necessitated by reason of the liability 

imposed by law for damages arising out of the ownership, operation, 

maintenance, or use of any the above vehicles and crafts; provided, however, 

such excluded insurance doesnot include single interest coverage on any of 

the above vehicles and crafts that insures the interest of the creditor in the 

same as collateral for a loan. 

(b) On appointment by the insurance company, an agent may act as the 

agent of any company authorized to engage in the business of insurance under this 

Code in the sale of any type of credit insurance that the company is authorized to 

write. The authority conferred under this Section is in addition to the authority 

conferred under this ~ r t i c l e  and specifically permits the sale of both individual and 

group credit insurance. 

(c)  The Department shall issue a credit insurance agent license to a person 



1 or corporation that applies for that license on receipt of a complete application in 

2 the form prescribed by the Department for the appointment of the agent by an 

3 insurance company authorized to engage in the business of insurance on Guam. 

4 (d) A credit insurance agent is not required to comply with any 

5 .  examination or continuing education requirement imposed under this Article to 

6 obtain or renew a license issued under this Section. 

7 (e) The Department shall stamp the face of a !i~ense issued under this 

8 Section with the words 'CREDIT INSURANCE ONLY."' 

9 Section 47. Section 157122 is hereby added to Article 7 ,  Chapter 15, Division 

10 2 of Title 22 of the Guam Code Annotated to read as follows: 

11 "Section 157122. Assessment of Taxes. Whenever any person 

12 shall do or perform within Guam any of the acts mentioned in the preceding Article 

13 for or on behalf of any insurance company therein referred to, such company shall 

14 be held to be doing business on Guam, and shall be subject to the same taxes as 

15 insurance companies that have been legally qualified and admitted to do business 

16 on Guam by agents or otherwise are subject, to be assessed and collected as taxes 

17 are assessed and collected against such companies." 

18 Section 48. Section 157124 is hereby added to Article 7 ,  Chapter 15, Division 

19 2 of Title 22 of the Guam Code Annotated to read as follows: 

20 "Section 157124. Notification to Insurance Commissioner of 

2 1 Termination. (a) Termination for Cause. An insurer or authorized 

22 representative of the insurer that terminates the appointment, employment, contract 

23 or other insurance business relationship with a producer may notify the insurance 

24 commissioner. If the reason for termination is one of the reasons set forth in 

25 Section 1571 19 or the insurer has knowledge the producer was found by a court, 

26 government body, or self-regulatory organization authorized by law to have 



engaged in any of the activities in Section 157 1 19. 

(b) Termination Without Cause. An insurer or authorized 

representative of the insurer that terminates the appointment, employment, or 

contract with a producer for any reason not set forth in Section 157 1 19, lnay notify 

the insurance commissioner. 

(c) Ongoing Notification Requirement. The insurer or the 

authorized representative of the insurer shall promptly notify the insurance 

commissioner if, upon hrther review or investigation, the insurer discovers 

additional information that would have been reportable to the insurance 

commissioner in accordance with Subsection A had the insurer then known of its 

existence. 

(d)  Copy of Notification to be Provided to Producer. 

(1) Within fifteen (15) days after making the notification required 

by Subsections (a), (b) and (c), the insurer shall mail a copy of the 

notification to the producer at his or her last known address. If the producer 

is terminated for cause for any of the reasons listed in Section 157 1 19, the 

insurer shall provide a copy of the notification to the producer at his or her 

last known address by certified mail, return receipt requested, postage 

prepaid or by overnight delivery using a nationally recognized carrier. 

(2 )  Within thirty (30) days after the producer has received the 

original or additional notification, the producer may file written comments 

concerning the substance of the notification with the insurance 

commissioner. The producer shall, by the same means, simultaneously send 

a copy of the comments to the reporting insurer, and the comments shall 

become a part of the insurance commissioner's file and accompany every 

copy of a report distributed or disclosed for any reason about the producer 



as permitted under Subsection F. 

(e) Immunities. (1) In the absence of actual malice, an insurer, 

the authorized representative of the insurer, a producer, the insurance 

commissioner, or an organization of which the insurance commissioner is a 

member and that compiles the information and makes it available to other 

insurance commissioners or regulatory or law enforcement agencies shall not 

be subject to civil liability, and a civil cause of action of any nature shall not 

arise against these entities or their respective agents or employees, as a result 

of any statement or information required by or provided pursuant to this 

section or any information relating to any statement that may be requested 

in writing by the insurance commissioner, from an insurer or producer; or a 

statement by a terminating insurer or producer to an insurer or producer 

limited solely and exclusively to whether a termination for cause under 

Subsection A was reported to the insurance commissioner. provided that the 

propriety of any termination for cause under Subsection (a) is certified in 

writing by an officer or authorized representative of the insurer or producer 

terminating the relationship. 

(2) In any action brought against a person that may have immunity 

under Paragraph (1) for making any statement required by this section or 

providing any information relating to any statement that may be requested 

by the insurance commissioner, the party bringing the action shall plead 

specifically in any allegation that Paragraph (1) does not apply because the 

person making the statement or providing the information did so with actual 

malice. 

(3) Paragraph (1) or (2) shall not abrogate or modify any existing 

statutory or common law privileges or immunities. 



( f )  Confidentiality. (1) Any documents, materials or other 

information in the control or possession of the department of insurance that 

is furnished by an insurer, producer or an employee or agent thereof acting 

on behalf of the insurer or producer, or obtained by the insurance 

commissioner in an investigation pursuant to this section shall be 

confidential by law and privileged, shall not be subject to the provisions of 

the freedom of information and or sunshine statutes of Guam, shall not be 

subject to subpoena, and shall not be subject to discovery or admissible in 

evidence in any private civil action. However, the insurance commissioner 

is authorized to use the documents, materials or other information in the 

furtherance of any regulatory or legal action brought as a part of the 

insurance commissioner's duties. 

(2) Neither the insurance commissioner nor any person who 

received documents, materials or other information while acting under the 

authority of the insurance commissioner shall be pennitted or required to 

testify in any private civil action concerning any confidential documents, 

materials, or information subject to Paragraph (1). 

(3) In order to assist in the performance of the insurance 

commissioner's duties under this Act, the insurance commissioner: 

(A) May share documents, materials or other information, 

including the confidential and privileged documents, materials or 

information subject to Paragraph (I), with other state, federal, and 

international regulatory agencies, with the National Association of 

Insurance Commissioners, its affiliates or subsidiaries, and with state, 

federal, and international law enforcement authorities, provided that 

the recipient agrees to maintain the confidentiality and privileged 



1 status of the document, material or other information; 

2 (B) May receive documents, materials or information, 

3 including otherwise confidential and privileged documents, materials 

4 or information, from the National Association of Insurance 

5 Commissioners, its affiliates or subsidiaries and from regulatory and 

6 law enforcement officials of other foreign or domestic jurisdictions, 

7 and shall maintain as confidential or privileged any document, 

8 material or information received with notice or the understanding that 

9 it is confidential or privileged under the laws of the jurisdiction that 

10 is the source of the document, material or information; and 

11 (4) No waiver of any applicable privilege or claim of 

12 confidentiality in the documents, materials, or information shall occur as a 

13 result of disclosure to the commissioner under this section or as a result of 

14 sharing as authorized in Paragraph (3). 

15 (5) Nothing in this Act shall prohibit the insurance commissioner 

16 from releasing final, adjudicated actions including for cause terminations that 

17 are open to public inspection pursuant to the provisions of the freedom of 

18 information and or sunshine statutes to a database or other clearinghouse 

19 service maintained by the National Association of Insurance Commissioners, 

20 its affiliates or subsidiaries of the National Association of Insurance 

2 1 Commissioners. 

22 Section 49. Section 157125 is herebyadded to Article 7, Chapter 15, Division 

23 2 of Title 22 of the Guam Code Annotated to read as follows: 

24 "Section 157125. Reciprocity. (a) The insurance commissioner 

25 shall waive any requirements for a nonresident license applicant with a valid license 

26 from his or her home state, except the requirements imposed by Section 15705 of 

5 9 



this Act, if the applicant's home state awards nonresident licenses to residents of 

this state on the same basis. 

(b) A nonresident producer's satisfaction of his or her home state's 

continuing education requirements for licensed insurance producers shall constitute 

satisfaction of this state's continuing education requirements if the non-resident 

producer's home state recognizes the satisfaction of its continuing education 

requirements imposed upon producers from this state on the same basis. 

Section 50. Section 157126 is herebyadded to Article 7, Chapter 15, Division 

2 of Title 22 of the Guam Code Annotated to read as follows: 

"Section 157126. Reporting of Actions. (a) A producer shall report 

to the insurance commissioner any administrative action taken against the producer 

in another jurisdiction or by another governmental agency within thirty (30) days 

of the final disposition of the matter. This report shall include a copy of the order, 

consent to order or other relevant legal documents. 

(b) Within thirty (30) days of the initial pretrial hearing date, a producer 

shall report to the insurance commissioner any criminal prosecution of the producer 

taken in any jurisdiction. The report shall include a copy of the initial complaint 

filed, the order resulting from the hearing and any other relevant legal documents." 

Section 51. Section 157127 is herebyadded to Article 7, Chapter 1.5, Division 

2 of Title 22 of the Guam Code Annotated to read as follows: 

"Section 157127. Regulations. The insurance commissioner may, in 

accordance with the Administrative Adjudication Law, promulgate reasonable 

regulations as are necessary or proper to cany out the purposes of this Act." 

Section 52. Section 18403 of Article 4, Chapter 18, Division 2 of Title 22 of the 

Guam Code Annotated is hereby repealed and reenacted to read as follows: 

"Section 18403. Acknowledgment of Receipt of Premium. An 



acknowledgment by an insurer of receipt of the premium is conclusive evidence of 

its payment, so far as to make the policy binding; provided, that this Section shall 

not be in conflict with any other Section in this Title; and provided that it shall 

not be in conflict with any stipulation in the policy that the premium shallnot be 

binding until the premium is actually paid in full." 

Section 53. Section 18602 of Article 6, Chapter 18, Division 2 of Title 22 of the 

Guam Code Annotated is hereby repealed and reenacted to read as follows: 

"Section 18602. Willful Act or Negligence of Insured. An insum 

shall not be liable for a loss caused by the willful act or negligence of the insured 

or the insured's agents or others." 

Section 54. Section 18603 of Article 6, Chapter 18, Division 2 of Title 22 of the 

Guam Code Annotated is hereby repealed and reenacted to read as follows: 

"Section 18603. Notice of Loss. Failure to give notice of loss covered 

by marine or fire insurance within any period provided for by the policy or 

otherwise, shall not exonerate the insurer ifthe insured shall have given notice 

within twenty (20) days after the event within which to give notice of loss." 

Section 55. Section 18604 of Article 6, Chapter 18, Division 2 of Title 22 of the 

Guam Code Annotated is hereby repealed and reenacted to read as follows: 

"Section 18604. Preliminary Proof of Loss. When preliminary proof 

of loss is required by a policy, the insured shall provide such proof as would be 

necessary for the insurer to assess the loss." 

Section 56. Article 9 is hereby added to Chapter 15 of Title 22 of the Guam 

Code Annotated to read as follows: 

"ARTICLE 9. 

INSURANCE FRAUD. 

Insurance Fraud Investigation Unit Section 15901. 



Section 15902. 

Section 15903. 

Section 15904. 

Section 15905. 

Section 15906. 

Section 15907. 

Section 15908. 

Section 15909. 

Section 15910. 

Established; Powers and Duties of the 

Department of Revenue and Taxation. 

Types of Insurance Fraud; not limited. 

Access to Evidence, Documentation, and related 

Materials. 

Confidentiality and Immunity from Service of 

Process. 

Duties of Insurers, their Employees and 

Insurance Professionals. 

Receipt of Information; Immunity from 

Liability. 

Disclosure Limitations and Conditions. 

Reward Fund. 

Reports. 

Severabiiity. 

Section 15901. Insurance Fraud Investigation Unit Established; 

Powers and Duties of the Department of Revenue and Taxation. 

(a) There may be established within the Department of Revenue and 

Taxation, Division of Insurance, the Insurance Fraud Investigation Unit. The 

purpose of this Unit shall be to: 

(1) initiate independent inquiries and conduct investigations in 

conjunction with the Guam Police Department, when the Department has 

reason to believe that fraud against insurers companies may have been, or is 

currently being committed, and to undertake studies to determine the extent 

of such insurance fraud; 



(2) in conjunction with the Guam Police Department respond to 

notification or complaints alleging fraud against insurers generated by 

Federal, state and local police, other law enforcement authorities, 

governmental agencies or units, and any other person; and 

( 3 )  in conjunction with the Guam Police Department review notices 

and reports of fraud against insurers; select the incidents of suspected fraud 

that, in its judgment, require further detailed investigations, and conduct the 

investigations in conjunction with the Guam Police Department. 

(b) The Commissioner may appoint such agents as the Commissioner may 

deem necessary to assist the Department in carrying out its powers and duties under 

this Chapter. 

Section 15902. Types of Insurance Fraud; Not Limited. Fraud 

against insurers includes, but shall not be limited to: 

(a) billing for more expensive services at a higher service fee than 

was actually provided; 

(b) falsifying certificates of medical necessity, plans of treatment, 

and medical records to justify payment; 

(c) billing for services not furnished; 

(d) soliciting, offering or receiving a kickback; 

(e) billing separately for services that should be included in a single 

service fee; 

(f) misrepresenting the diagnosis to justify payment; and 

(g) violations of 5 12224. 

Section 15903. Access to Evidence, Documentation and Related 

Materials. If the department seeks evidence, documentation and related materials 

located within Guam pertinent to an investigation or examination and in the 



possession or control of an insurer or an insurance professional, the Department 

may request access to the material. The person so requested may either make the 

material available to the Department, or may make available for inspection or 

examination by a designated representative of the Department. 

Section 15904. Confidentiality and Immunity from Service of 

Process. (a) Papers, records, documents, reports, materials or other evidence 

relative to the subject of an insurance fraud investigation or examination in the 

possession of the Department shall remain confidential and shall not be subject to 

public inspection. 

(b) Agents employed by the Department shall notbe subject to subpoena 

in civil actions by any court of competent jurisdiction to testify concerning any 

matter of which they have knowledge pursuant to a pending or continuing insurance 

fraud investigation or examination being conducted by the Department. 

Section 15905. Duties of Insurers, Their Employees and Insurance 

Professionals. (a) If any insurer, any employee thereof, or any insurance 

professional has knowledge of, or has reason to believe that a violation of 

Subsection (c) of this Section, or $12224 is being, or has been committed, that 

person shall furnish and disclose any information in that person's possession 

concerning the fraudulent act to the Department, subject to any legal privilege 

protecting such information. 

(b) All applications for insurance and all claim forms provided and 

required by an insurer or required by law as a condition of payment of a claim shall 

contain a statement, permanently affixed to, or included as a part of the application 

of claim form, that clearly states in substances the following: 

'It is a crime to knowingly provide false, incomplete or misleading 

information to an insurance company for the purpose of defrauding the 



company. Penalties include imprisonment, fines and denial of insurance 

benefits.' 

The lack of a statement required in this Subsection doesliot constitute a 

defense in any criminal prosecution or civil case. The statement required by this 

Subsection shall not be required on applications and forms relating to reinsurance. 

(c) If any person, by any false pretense or token, from any person, with 

intent to defraud, money or other property which may be the subject of larcen;,. 

shall be deemed guilty of larceny thereof, or if that person obtain, by any false 

pretense or token, with such intent, the signature of any person to a writing, the 

false making whereof would be forgery, that person shall be guilty of a felony. 

Section 15906. Receipt of Information; Immunity From Liability. 

(a) Any insurer providing information to an authorized representative of 

the Department pursuant to Sections 15902 and 15903 shall have the right to 

request relevant information and receive, within thirty (30) days, the information 

requested. 

(b) No cause of action in the nature of defamation, invasion of privacy or 

negligence shall arise against any person furnishing information concerning any 

suspected, anticipated or completed criminal violation when the information is 

provided to or received from the Department, the National Association of Insurance 

Commissioners, another insurer, any Federal or local governmental entity 

established for the purposes of detecting and preventing insurance fraud, or the 

National Insurance Crime Bureau. 

(c) No insurer, its officers or employees, insurance professional or any 

other person shall be subject to such cause of action for cooperating with, or 

furnishing evidence or information regarding any suspected criminal violation to 

the Department. 



(d) This Section shall not provide immunity for those disclosing or 

hmishing false information with malice or willful intent to injure any person. 

(e) This Section doesnot abrogate or modify in any way common law or 

statutory privilege or immunity heretofore enjoyed by any person or entiq, nor does 

it authorize the Department to make public insurance company records which are 

proprietary in nature. 

Section 15907. Disclosure Limitations and Conditions. 

(a) An insurance institution, agent or insurance support organization shall 

not disclose any personal or privileged information about an individual collected 

or received in connection with an insurance transaction, unless the disclosure is: 

(1) With the written authorization of the individual; provided: 

If the authorization is submitted by a person other than an 

insurance institution, agent or insurance support organization, the 

authorization is: 

(i) dated, 

(ii) signed by the individual, and 

(iii) obtained two (2) years or lessprior to the date a 

disclosure is sought pursuant to this subdivision; 

(2) To a person other than an insurance institution, agent or 

insurance-support organization, provided the disclosure is reasonably 

necessary: 

(a) to enable that person to perform a business, professional 

or insurance function for the disclosing insurance institution, agent or 

insurance-support organization and that person agreemot to disclose 

the information further without the individual's written authorization, 

unless the further disclosure: 



(i) would otherwise be permitted by this Sectionif 

made by an insurance institution, agent or insurance-support 

organization; o r  

(ii) is reasonably necessary for that person to perfonn 

its function for the disclosing insurance institution, agent, or 

insurance-support organization; o r  

(b) to enable that person to provide information to the 

disclosing insurance institution, agent or insurance-support 

organization for the purpose of: 

(i) determining an individual's eligibility for an 

insurance benefit or payment; o r  

(ii) detecting or preventing criminal activity, fraud, 

material misrepresentation or material nondisclosure in 

connection with an insurance transaction; 

(3) to an insurance institution, agent or insurance-support 

organization, or self insurer,provided, the information disclosed is limited 

to that which is reasonably necessary: 

(a) to detect or prevent criminal activity, fraud, material 

misrepresentation or material nondisclosure in connection with 

insurance transactions; o r  

(b) for either the disclosing or receiving insurance 

institution, agent or insurance-support organization to perform its 

function in connection with an insurance transaction involving the 

individual; 

(4) to medical-care institution or medical professional for the 

purpose of: (i) verifying insurance coverage or benefits; (ii) informing an 



individual of a medical problem of which the individual mayor be a\vare; 

or (iii) conducting an operations or services audit,provided, only that 

information is disclosed as is reasonably necessary to accomplish the 

foregoing purposes; 

( 5 )  to an insurance regulatory authority; 

(6) to a law enforcement or other government authority: 

(a) to protect the interests of the insurance institution, agent 

or insurance support organization in preventing or prosecuting the 

perpetration of fraud upon it; 

(b) ifthe insurance institution, agent, or insurance-support 

organization reasonably believes that illegal activities have been 

conducted by the individual; or 

(c) upon written request of any law enforcement agency, for 

all insured or claimant information in the possession of an insurance 

institution, agent or insurance support organization which relates an 

ongoing criminal investigation. (Such insurance institution, agent or 

insurance-support organization shall release such information, 

including, but not limited to, policy information, premium payment 

records, record of prior claims by the insured or by another claimant, 

and information collected in connection with an insurance company's 

investigation of an application of claim. Any information released to 

a law enforcement agency pursuant to such request shall be treated as 

confidential criminal investigation information and shallnot be 

disclosed further, except as provided by law. Notwithstanding any 

provision in this Chapter, no insurance institution, agent or insurance- 

support organization shall notify any insured or claimant that 



information has been requested or supplied pursuant to this Section 

priol- to notification from the requesting law enforcement agency that 

its criminal investigation is completed. Within ninety (90) days 

following the completion of any such criminal investigation, the law 

enforcement agency making such a request for information shall 

notify any insurance institution, agent, or insurance support 

organization from whom information was requested that the criminal 

investigation has been completed.); 

(7) otherwise permitted or required by law; 

(8) in response to a facially valid administrative or judicial order, 

including a search warrant or subpoena; 

(9) made for the purpose of conduction actuarial or research 

studies, provided: 

(a) no individual may be identified in any actuarial report; 

and 

(b) the actuarial or research organization agrees not to 

disclose the information, unless the disclosure would otherwise be 

permitted by this Sectionifmade by an insurance institution, agent or 

insurance support organization; 

(10) to a party or a representative of a party to a proposed or 

consummated sale, transfer, merger, or consolidation of all or part of the 

business of the insurance institution, agent, or insurance-support 

organization; 

(1 1) to a person whose only use of such information will be in 

connection with the marketing of a product or sewiceprovided, the person 

receiving such information agreesnot to use it, except in connection with the 



marketing of a product or service; 

(12) to an affiliate whose only use of the information will be in 

connection with an audit of the insurance institution or agent or the 

marketing of the insurance product or service, providedthe affiliate agrees 

not to disclose the information for any other purpose or to unaffiliated 

persons; 

(13) by a consumer reporting agency,provided, the disclosure is to 

a person other than an insurance institution or agent; 

(14) to a group policyholder for the purpose of reporting claims 

experience or conducting an audit of the insurance institution's or agent's 

operations or services,provided, the information disclosed is reasonably 

necessary for the group policyholder to conduct the review or audit; 

(15) to a professional peer review organization for the purpose of 

reviewing the service or conduct of a medical care institution or medical 

professional; 

(16) to a governmental authority for the purpose of determining the 

individual's eligibility for health benefits for which the governmental 

authority may be liable; 

(17) to a certificate holder or policyholder for the purpose of 

providing information regarding the status of an insurance transaction; o r  

(1 8) to a lienholder, assignee, lessor or other person shown on the 

records of an insurance institution or agent as having a legal or beneficial 

interest in a policy of insurance; provided, that no medical record 

information is disclosed, unless the disclosure would be permitted by this 

Section; provided further, that the information disclosed is limited to that 

which is reasonably necessary to permit such person to protect his interest 



in the policy. 

(b) No person proposing to issue, reissue or renew any policy, contract, 

or plan of accident and sickness insurance, but excluding disability income 

insurance, issued by any: (i) insurer providing hospital, medical and surgical or 

major medical coverage on an expense incurred basis; (ii) corporation providing a 

health service plan; or (iii) health maintenance organization providing health care 

plan for health care services shall disclose any genetic information about an 

individual or a member of such individual's family collected or received in 

connection with any insurance transaction, unless the disclosure is made with the 

written authorization of the individual. For the purposes of this Subsection, 

'genetic information' means information about genes, gene products or inherited 

characteristics that may derive from an individual or a family member. 

Section 15908. Reward Fund. The Department, through the Guam 

Police Department, in cooperation with authorized insurers and insurance 

professionals, may establish and operate a fund to offer monetary rewards for 

information sufficient to procure conviction in a court of appropriate jurisdiction 

of a person(s) responsible for insurance fraud. No law-enforcement officer, 

employee of the Commission, employee of an insurance company or any insurance 

professional shall be eligible to receive such reward. 

Section 15909. Reports. The Department shall submit an annual 

report to I Maga 'lahen Gufihanand the Speaker of1 Liheslaturan Gu6hanno later 

than February 15 of each year on the progress made in deterring insurance fraud 

against insurance companies. Such report shall detail: (i) all expenditures and 

receipts of the Insurance Fraud Investigation Unit; (ii) the uses to which these h n d s  

were put, including payment of  salaries and expenses, purchases of equipment and 

supplies, and other expenditures by type;and (iii) the results achieved as a 



1 consequence of such expenditures, including the number of notifications or 

2 inquiries received, the number inquiries and investigations undertaken, the number 

3 of inquiries to which an investigation wasnot initiated, the number ofan-ests, the 

4 number of files presented to prosecutors, the number of prosecutions, the number 

5 of convictions and the total dollar amount of restitution resulting from the operation 

6 of the Insurance Fraud Investigation Unit. 

7 Section 15910. Severability. If any provision of this Act or its 

8 application to any person or circumstance is found to be invalid or contrary to law, 

9 such invalidity shall not affect other provisions or applications of this Law which 

10 can be given effect without the invalid provisions or application, and to this end the 

11 provisions of this Law are severable." 

12 Section 57. Article 10 is hereby added to Chapter 15, Division 2 of Title 22 of 

13 the Guam Code Annotated to read as follows: 

14 "ARTICLE 10. 

15 AUTHORIZED INVESTMENTS AND LOANS 

16 FOR DOMESTIC INSURANCE COMPANIES. 

17 Section 151001. Scope. 

18 Section 151002. Purpose. 

19 Section 151003. Insurers' Investment Plans. 

20 Section 151004. Authorized Investments and Transactions. 

21 Section 151005. Bonds, Evidence of Indebtedness or 

22 Obligations. 

23 Section 151006. Policy Loans. 

24 Section 151007. Time and Savings Deposits. 

25 Section 151008. Equity Interests. 

26 Section 151009. Preferred Stock. 



Section 151010. 

Section 151011. 

Section 151012. 

Section 151013. 

Section 151014. 

Section 151015. 

Section 151016. 

Section 151017. 

Section 151018. 

Section 151019. 

Section 151020. 

Section 151021. 

Section 151022. 

Section 151023. 

Collateral Loans. 

Real Estate Loans. 

Real Estate. 

Foreign Countries and United States 

Territories. 

Investments Not otherwise Specified. 

Other Authorized Investments. 

Securities Lending, Repurchase, Reverse 

Repurchase and Dollar Roll Transactions. 

Money Market Funds. 

Risk Control Transactions. 

Trading Requirements. 

Distributions, Reinsurance, and Merger. 

Qualifications of Investments. 

Investment of Companies Reinsured. 

Severability. 

Section 151001. Scope. This Article shall apply to all domestic 

companies as defined under this Code. This Article shalhot limit or restrict the 

investments in or transactions with or within subsidiaries and affiliates. 

Section 151002. Purpose. The purpose of this Article is to protect and 

fkrther the interest of the insured, insurers, creditors and the public by providing 

standards for the development and administration of plans for the investment of the 

assets of insurers. 

Section 151003. Insurers' Investment Plans. (a) ' I n  

Plan. The board of directors of each insurer or correspon 



designated by the charter, bylaws or plan of operations of an insurer which has no 

board of directors may: 

(1) adopt a written investment plan consistent with the provisions 

of this Article which: 

(i) specifies the diversification of the insurer's investmats, 

so as to reduce the risk of large losses, by: 

(A) broad categories, such as bonds and real estate 

loans, 

(B) quality, and 

(C) maturity, 

(ii) seeks a reasonable relationship of assets and liabilities, 

and 

(2) a t  least annually, review the adequacy of such investment plan 

and the implementation thereof. 

(b) Maintenance of Investment Plan. The insurer shall maintain the 

investment plan in its principal office and may upon written request of the 

Commissioner and consent by the insurer provide the same to the Commissioner 

or that person's designee, and such plans shall be maintained as a privileged and 

confidential document by the Commissioner of Insurance, or that person's 

designee, and it shall not be subject to public disclosure. 

(c) Penalty. Failure of the Commissioner, or that person's designee, 

to keep confidential any of the information received in connection with Subsection 

(a) of this Section or any other information requested by the Commissioner and 

considered confidential by the insurer, shall be a third degree felony. 

Section 151004. Authorized Investments and Transactions. 

Subject to the limitations and restrictions herein contained and,unless 



1 otherwise specified, based upon the insurer's admitted assets as reported in the most 

2 recently filed statutory financial statement, the investments and transactions 

3 described in the following Subsections are authorized for the insurers subject 

4 hereto;provided that investmentsnot herein described shallnor be restricted in any 

manner. 

Section 151005. Bonds, Evidence of Indebtedness o r  Obligations. 

(a) United States Government Bonds. Bonds, evidence ~f 

indebtedness or obligations of the United States of America, or bonds, evidences 

of indebtedness or obligations guaranteed as to principal and interest by the full 

faith and credit of the United States of America, and bonds, evidence of 

indebtedness, or obligations of agencies and instrumentalities of the government of 

the United States of America. 

(b) Other Governmental Bonds. Bonds, evidences of indebtednas or 

obligations of governmental units in the United States, Canada, or any province of 

or city of Canada, and of the instrumentalities of such governmental units. 

(c) Obligations of Business Entities. Obligations, including bonds 

or evidences of indebtedness, or participation's in those bonds or evidences of 

indebtedness, or asset-backed securities, that are issued, assumed, guaranteed or 

insured by any business entity, including a sole proprietorship, a corporation, an 

association, a general or limited partnership, a limited liability company, a joint- 

stock company, ajoint venture, a trust or any other form of business organization, 

whether for-profit or not-for-profit, that is organized under the laws of the United 

States, another state, Canada, or any state, district, province or territory of Canada, 

subject to all conditions set forth below: 

25 (1) an insurer may acquire obligations or counter-party exposure 

26 amounts, in any one (1) business entity rated by the securities Valuation 



Office of the National Association of Insurance Commissioners 

(2) notwithstanding the foregoing, an insurer may acquire an 

obligation of a business entity in which the insurer already holds one ( I )  or 

more obligations if the obligations is acquired in order to protect an 

investment previously made in that business entity, but obligations so 

acquired may not exceed the insurer's admitted assets; and 

(3) this Subsection doesnot prohibit an insurer from acquiring an 

obligation as a result of a restructuring of an already held obligation or 

preferred stock that is rated 3 ,4 ,  5 or 6 by the Securities Valuation Office. 

(d) International Market. Bonds issued, assumed, or guaranteed by the 

Interamerican Development Bank, the International Bank for Reconstruction and 

Development (the World Bank), the Asian Development Bank, the State of Israel, 

the African Development Bank and the International Finance Corporation. 

Section 151006. Policy Loans. Loans upon the security of the 

insurer's own policies not in excess of the amount of the reserve values thereof. 

Section 151007. Time and Savings Deposits. Any type of form of 

savings deposits, time deposits, certificates of deposit, NOW accounts, and money 

market accounts in banks, savings and loans associations, brokerage firms and 

credit unions, and branches thereof. 

Section 151008. Equity Interests. Equity interests including common 

stock, equity investment in an investment company, real estate investment trust, 

22 limited partnership interests, warrants or other rights to acquire equity interests that 

23 are created by the person that owns or would issue the equity to be acquired and 

24 equity interests in any business entity. 

25 For purposes of this Article, a business entity shall include, but limited to a 

26 real estate investment trust, corporation, limited liability company, association, 



limited partnership, joint venture, mutual fund, trust, joint tenancy or other similar 

form of business organization, whether organized for profit or not-for-profit. 

Section 151009. Preferred Stock. Preferred stock of business entities; 

provided: (1) investments in the preferred stock of any one (1) business entity will 

not exceed the insurer's admitted assets and (2) the aggregate of all investments 

made under this Subsection may not exceed the insurer's admitted assets. 

Section 151010. Collateral Loans. Collateral loans secured by a 

first lien upon or a valid and perfected first security interest in an asset; provided, 

that the amount of any such collateral loan willnot exceed the value of the 

collateral asset at any time during the duration of the loan. 

Section 151011. Real Estate Loans. Notes, evidences o f 

indebtedness or participation therein secured by a valid first lien upon real property 

or leasehold estate therein located in the United Sates of America, provided: 

(1) the amount of any obligation secured by a first lien upon real 

property or leasehold estate therein shallnot exceed the value of such real 

property or leasehold estate therein, but the amount of such obligation: 

(i) shall not exceed one hundred percent (100%) of the 

value of such real property or leasehold estate thereimythe insurer or 

one (1) or more wholly owned subsidiaries of the insurer owns equity 

interest in such real property or leasehold estate therein; 

(ii) may be ninety-five percent (95%) of the value of such 

real property or leasehold estate therein ifit contains only a dwelling 

designed exclusively for occupancy by not more than four (4) 

families for residential purposes, and the portion of the unpaid balance 

of such obligation which is in excess of an amount equal to such value 

is guaranteed or insured by a mortgage insurance company . , qualified 



to do business on Guam; or 

(iii) may be greater than the value of such real property or 

leasehold estate therein to the extent the obligation is insured or 

guaranteed by the United States of America, the Federal Housing 

Administration pursuant to the National Housing Act of 1934, as 

amended; 

(2) the term of an obligation secured by a first lien upon a leasehold 

estate in real property shallnot exceed a period equal to four-fifths of the un- 

expired term of such leasehold estate; provided, the un-expired term of the 

leasehold estate must extendat least ten (10) years beyond the term of the 

obligation, and each obligation shall be payable in an installment or 

installments of sufficient amount or amounts so that at any time after the 

expiration of two-thirds (213) of the original loan term, the principal balance 

will be no greater than the principal balance would have been if the loan 

had been amortized over the original loan term in equal monthly, quarterly, 

semiannual or annual payments of principal and interest, it being required 

that under any method of repayment such obligation will fully amortize 

during a period of time not exceeding four-fifths (415) of the then un- 

expired term of the security leasehold estate; 

(3) i f  any part of the value of buildings is to be included in the 

value of such real property or leasehold estate therein to secure the 

obligations provided for in this Subsection, such buildings shall be covered 

by adequate property insurance, including, butnot limited to, fire and 

extended coverage insurance issued by a company authorized to transact 

business on Guam or by a company recognized as acceptable for such 

purpose by the insurance regulatory official of the jurisdiction in which such 



real estate is located, and the amount of insurance granted in the polic) 01- 

nation or the policies shall be not less than the unpaid balance of the obli, 

insurable value of such buildings, whichever is the lesser; the loss clause 

shall be payable to the insurer as its interest may appear; 

(4) to the extent any note, evidence of indebtedness, or 

participation therein under this Subsection represents an equity interest in the 

underlying real property, the value of such equity interest shall be 

determined at the time of execution of such note, evidence of indebtedness, 

or participation therein and that portion shall be designated as an investment 

subject to the provisions of Subsection (1) and (2) of this Section; 

(5) the amount of any one (1) such obligation may not exceed the 

insurer's statutory admitted assets; and 

(6) a first lien on real property may be purchased after its 

origination ifthe first lien is insured by a mortgagee's title policy issued to 

the original mortgagee that contains a provision that inures the policy to the 

use and benefit of the owners of the evidence of debt indicated in the policy 

and to any subsequent owners of that evidence of debt, andifthe insurer 

maintains evidence of assignments or other transfers of the first lien on real 

property to the insurer. An assignment or other transfer to the insurer, duly 

recorded in the jurisdiction in which the real property is located, shall be 

presumed to create legal ownership of the first lien by the insurer. 

Section 151012. Real Estate.Rea1 property fee simple or leasehold estates 

located with the United States of America, as follows: 

(1) home and branch office real property or participation therein, 

which must be material enhanced in value by the construction of durable, 

permanent-type buildings and other improvements costing an amountrt least 



equal to the cost of such real property, exclusive of buildings and 

improvement at the time of acquisition, or by the construction of such 

buildings and improvements which must be commenced within two (2) years 

of the date of the acquisition of such real property; provided that: 

(i) the aggregate investment in such home and branch 

offices shall not exceed the insurer's admitted assets; 

(2) other investment property or participation therein, which must 

be materially enhanced in value by the construction of durable, permanent- 

type buildings and other improvements costing an amount at least equal to 

the cost of such real property, exclusive of buildings and improvements at 

the time of acquisition, or by the construction of such buildings and 

improvements which must be commenced within two (2) years of the date 

of acquisition of such real property;provided, that such investment in any 

one (1) piece of property or interest therein, including the improvements, 

fixtures and equipment pertaining thereto maynot exceed the insurer's 

assets; provided, however, nothing in this Article shall allow ownership of, 

development of, or equity interest in any dwelling property, or undeveloped 

real estate for the purpose of subdivision, single or multiunit family 

subdivision for or development of residential, single or multiunit family 

dwellings, except acquisitions as provided in Subdivision (3) below, and 

such ownership, development or equity interests shall be specifically 

prohibited; 

(3) other real property acquired: 

(i) in good faith by way of security for loans previously 

contracted or money due; 

(ii) in satisfaction of debts previously contracted for in the 



course of its dealings; or 

(iii) by purchase at sales under judgment or decrees of coun, 

or mortgage or other lien held by such insurer; and 

(4) regardless of the mode of acquisition specified herein, upon 

sale of any such real property, the fee title to the mineral estate, or any 

portion thereof, may be retained by the insurance company indefinitely. 

Section 151013. Foreign Countries and United States Territories. In 

addition to the investments in Canada authorized in other subsections of this 

Article, investments in other foreign countries or in commonwealths, territories, or 

possessions of the United States is authorized. 

Section 151014. Investments Not Otherwise Specified. 

Investments which arenot otherwise authorized by this Article, and which 

are not specifically prohibited by statute, including that portion of any investment 

which may exceed any limits specified herein. 

Section 151015. Other Authorized Investments. Those other 

investments are as follows: 

(a) any investment held by an insurer on the effective date of this 

Act, which was made or acquired or which the insurer was holding or 

possessing immediatelyprior to such effective date, but which doesnot 

conform to the requirements of the investments authorized herein, may 

continue to be held by and considered as an authorized asset or transaction 

of the insurer;provided, the investment or transaction is disposed of at its 

maturity date, ifany, or within the time prescribed by the law under which 

it was acquired, ifany; and provided further, in no event shall the provisions 

of this subdivision alter the legal or accounting status of such asset; and 

(b) any other investment which may be authorized by other 



provisions of this Code or by other laws for the insurers which arelrbjccf 

to this Article. 

Section 151016. Securities Lending, Repurchase, Reverse Repurchase 

and Dollar Roll Transactions.(a) For purposes of this Section, the following 

definitions shall apply: 

(1) 'Repurchase transaction' means a transaction in which an 

insurer sells securities to a business entity and is obligated to repl~rchase the 

sold securities or equivalent securities from the business entity at a specified 

price, either within a specified period of time or upon demand. 

(2) 'Reverse repurchase transactiori means a transaction in which 

an insurer sells securities to a business entity and is obligated to repurchase 

the sold securities or equivalent securities from the business entity at a 

specified price, either within a specified period of time or upon demand. 

(3) 'Securities lending transaction' means a transaction in which 

securities are loaned by an insurer to a business entity that is obligated to 

return the loaned securities or equivalent securities to the insurer, either 

within a specified period of time or upon demand. 

(4) 'Dollar roll transaction' means two (2) simultaneous 

transactions with settlement dates no more that ninety-six (96) days apart so 

that in one transaction an insurer sells to a business entity, and in the other 

transaction the insurer is obligated to purchase from the same business entity, 

substantially similar securities of the following types: 

(i) mortgage-backed securities issued, assumed or 

guaranteed by the Government National Mortgage Association, the 

Federal National Mortgage Association or the Federal Home Loan 

Mortgage Corporation or their respective successors; and 



( r i  I other mortgasc-backed - securities referred to in Sectio!~ 

106 of 1-itle I of the Sccoridar). Mortgage Market Enhancement ;\cr 

of 1984. as amended. 

( h j  An insurer may ensage in securities lending, repurchase, reverse 

repurchase and doll:i~- roll transactions as set forti\ herein. ?'l~e insurer shall enrer 

into a written agreement for all transacti~ns,esci,~?! dollar roll transactions, that 

shall require each transaction to tern~inateilo ~ i j o i - ~ '  thaii one ( I )  year froill 11s 

inception. 

(c) Cash received in a transaction under this Section shall be invested in 

accordance with this Article and in a manner that recognizes the liquidity needs o f  

the transaction or uscii by the insurer for its general corporate purposes. For so  

Ions as the transaction rc~nains outstanding. the insur-er, its agent or custodian shall 

maintain, as to acccpt:thle coilateral received i n  a tr:insaction under this Subsectio~?, 

either physically or through the book entr) systems of the Federal Reser1.e. 

Depository Trust Co~npany, Participants Trust Company or other securities 

depositories. 

(d) The limitations imposed herein shall t i c j t  apply to the business entity 

counter-party exposure created by transactions under this Section. An insurer shall 

not enter into a transaction under this Subsection 11; as a result of and after giving 

effect to the transaction: 

(1) the aggregate amount of securities then loaned, sold to, or 

purchased from, any one (1) business entity counter-party under this 

Subsection would exceed its admitted assets. In calculating the amount sold 

to or purchased from a business entity counter-party under repurchase or 

reverse repurchase transactions, effect may be given to netting provisions 

under a master written agreement; or 



( 2 )  the ngzregate amount of all securities then loaned, sold to ~ 1 : ~  

purchased from all business entities under tliis Subsection \\.auld exceed I!- 

admitted asset.;. 

( e j  The amount of collateral required for securities lending. repur-chase 

and reverse repurchzise transactions is the amourlt reqi~ired pursuant to tiic 

provisions of the Purposes and Procedures of the Securities \'aluation Office or 

s ~ ~ c h  successor pub1ic:ition. 

Section 151015. Money Marke t  Funds.  \?one!, market 171ut~1al fund': 

as defined under the In\.estment C o m p a n ~  Act of 1040 (15  U.S.C. $80~1  1 ef secj 

The percentage autl~c~rizations and limitations r r  fo~t l l  i11 an). or all of tlir 

provisions of  this Articli3 shall apply only at the timc of the  original acquisition of  

an in\.estment or at the time a transaction is entered iiito and shaiilot be applicable 

to the insurer or such investment or transactio17 thereafter. in addition, an!. 

investment, once qualified under any Subsection of this Section. shall remain 

qualified notwithstandillg any refinancing, restruct~~l-ing or modification of sucli 

investment. 

Section 151018. Risk Control  Transactions. An insurer may use 

derivative instruments to engage in hedging transactions, replication transactions 

and income generation transactions as  set forth herein. 

(a) For the purpose of this  Article, the following definitions shall 

apply: 

(1) 'Acceptable collater-al' means cash, cash equivalents, 

letters of  credit and direct obligations, or securities that are fully 

guaranteed as to principal and interest by, the government of  the 

United States. 

( 2 )  'Business entity' includes a sole proprietorship, 



corporation, limited liabilit!, company. associarion. partnership, io~!:t 

stock cornpany, joint venture, niutu;i! iund. bank. trust. joint tenai-liy 

or other similar fonn of business orgarlization, ivhether organized 10;~- 

profit or not-for-profit. 

( 3 )  'Cup' means an agreern:rit obligat1112 the seller to in,ll,: 

payments to the buyer with each p,i! ment based on the amount tlv 

whiih a I-eference price or level or the perfonnance or value of one ( 1 ) 

or more underlying interests esceetis a predetermined numt>c.i-, 

sometimes called the strike rate or srr-ike price. 

(4) 'Cash eqzrivu1cnr.s' rncnns short-term, highly ratfii, 

highly liquid and readily marketable irivestments or securities, wliich 

includes moneL8 rnarket funds. For pul-poses oit!iis definition: 

(i) c S I z ~ ~ t - ~ ~ ~ ~ ~ ~ l  means investments with a remaining 

tenn to maturity of one year or- less; and 

(ii) 'l~iglily rated' means an investment rated 'P l '  by 

hloody's Investors Service, Inc. ,  or ' A l '  by the Standard and 

Poor's Division of the McGrai? Hill Companies, Inc., or its 

equivalent rating by a nationally recognized statistical rating 

organization recognized by the Securities Valuation Office or 

with a NAIC rating 1.  

(5) 'Collar' means an agreement to receive payments as  the 

buyer of  an option, cap or floor and to make payments as  the seller of 

a different option, cap or floor. 

(6) 'Counter-party exposure amount' means: 

(i) for an over-the-counter derivative instrumentnut 

entered into pursuant to a written master agreement which 



pro\.ides for netting of payn~cr:ts o~ved  b!. the I-especti \~,  

par-ties: 

(A) the market \,slue of tile o\er-the- counter^ 

derivative instrument i j ~ i ~ c .  liquidation of the der iva t i~  L, 

instrument would result i l l  a final cash payment to the 

insurer; or 

(B) zero if the liquidation of the ael-ivativc 

instrument would nor result in a final cash pa),mer?t to 

the insurer; 

(ii) for over-the-counter deri\,ative instruments 

enter-ed into pursuant to a \i.rittcn master agreement whicli 

proxides for netting of payments owed by the respecti\.e 

parries, and the domiciliary jurisciiction of the counter-party is 

either within the United States: or if not within tlie United 

States, is within a foreign jurisdiction listed in the Purpose and 

Procedures Manual of the Securities Valuation Office as 

elisible for netting, the greater of zero or the net sum payable 

to the insurer in connection with all derivative instruments 

subject to the written master agreement upon their liquidation 

in the event of  default by the counter-party pursuant to the 

master agreement; 

(iii) for purposes of this definition, market value or the 

net sum payable, as the case may be, shall be determined at the 

end of the most recent of  the insurer's fiscal year and shall be 

reduced by the market value of acceptable collateral held by the 

insurer or a custodian on the insurer's behalf. 



(7 1 .L)erivczri~~c irlsrr.l/n1or7f' nic:ins an!. agreement. option (.: 

instrumcrlt. or any series or co~nhinatiori thereof: 

( i )  to make or take tieiiveIy of, or assume or- 

~reiinquish, a specified amount o i o n e  (1)  or more underlying 

inwrests, or to make a cash settlement in lieu 111er-tof: 01. 

(ii) that have a price, pel-ibnnance, value or cash flou 

b2sc.d primarily upon the actual or expected price, !.ield. levei. 

pel-i'onnance, value or cash flou of one or more underlying 

interests. 

Derivative instruments i~izlude options, warrantsnor 

otIii.r\i,ise perniitted to be held b! the insurer under this Article. 

caps floors. collars, swaps, su-ai?tions, forwards, futures and 

a other agreements, options or instruments substantially 

silriilar thereto or any series or co~nbination thereof. 

Derivative instruments do not include collateral 

mortgage obligations, other asset-backed securities, principal- 

protected structure securities. floating rate securities, or 

instruments which an insurer is otherwise permitted to invest in 

or receive under this Article other than under this Subsection, 

and any debt obligations of  the insurer. 

(8) 'Derivative transaction' means a transaction involving 

the use of one or more derivative instruments. Dollar roll 

transactions, repurchase transactions, reverse repurchase transactions 

and securities lending transactions shallnot be included as derivative 

transactions for purposes of this Subsection. 

(9) 'Floor' means an agreement obligating the seller to make 



payments lo the buyer in u,llieh each p:i!ment is based on the amoul:: 

by which r! predetemiined number, sorii~~times called the floor rate or. 

price, excccds a reference price, level, l~crformance or- value of one  or^ 

Inore underlying interests. 

(10 )  'Fontar-d' means an agrcciuent, other than a future, l i )  

make or t;ike delivery in the future of cine or more underlying interest. 

or effect a cash settlement, based on tile actual or expected price. 

level, perfonnance or value of such underlying interests, but shalhoi 

mean 01- include spot transactions effected within customai! 

settlemeiir periods. when-issued pu!-sl~ases or other similar casii 

market transactions. 

( 1  1 ) 'Future' means an agreement, traded on a futures 

exchange. to make or take delivery (11: or effect a cash settle men^ 

based on the act~ial or expected price. level, perfonnance or value of. 

one or more underlying interests. 

(11) 'Futures exchange' means a foreign or domestic 

exchange, contract market or board of trade on which trading in 

futures is conducted and, in the United States, which has been 

authorized for such trading by the Commodities Futures Trading 

Commission, or any successor thereof. 

(13) 'Hedging transaction' means a derivative transaction 

which is entered into and maintained to manage: 

(i) the risk of a change in the value, yield, price, cash 

flow or quantity of  assets or liabilities, or a portfolio of  assets 

andlor liabilities, which the insurer has acquired or incurred or 

anticipates acquiring or incurring; or 



(ii) the currency exchanse rate riskrelated to assets ( ' :  

liabilities, or a portfolio of assc.1.; alldior liabilities, \vhich :i!. 

insurer has acquired or incurred. or anticipates acquiring o* 

incurring. 

(14) 'Irzcomi. geizeratiorz rr-ai~.s~crior~' Inearls a dei-i\,ati\c 

transactic~i~ \vhich is entered into to Senerate income. A der i~a t i \  c 

transaction which is entered into as a liedgins transaction or a 

replication transaction shall not be considered an income generation 

transaction. 

( 1 5 )  'h4arket value' means the price for the secilrit:. (1:- 

derivatiw inst~ument obtained from a sc.nerall\: recognized source or- 

the nlost rzcent quotation f ro~n  such :i source or, to the extent n t l  

~enerall! recognized source exists, tile price for the security nl- - 
derivatixe instrument as determined pursuant to the terms of th' 

instrumerlt or in good faith by the insurer as can be reasonabl~ 

demonstrated to the Conlrnissioner upon request, plus accrued bur 

unpaid income thereon to the extentrior included in the price as of the 

date. 

(1  6) 'Option' means an agreement giving the buyer the right 

to buy or receive (a 'call option'), sell or deliver (a 'put option'), on 

the actual or expected price, spread, level, performance or value of  

one or more underlying interests. 

(17) 'Over-the-counter derivalive instrument' means a 

derivative instrument entered into with a business entitypther than 

through a securities exchange, futures exchange or cleared through a 

qualified clearinghouse. 



1 ( 1  S )  'Pote~ztial exposure' rnt.:lris: 

1 (i) as to a future position. the amount of i n i~ : : i :  

margin required for that position; 01- 

(ii) as to sfi8aps, collars and fom'ards, one-half percerir 

(1 '3%) times the national amount times the square root oE~! ic  

remaining years to maturity. 

( i 0 )  'Qztal$ed Clearit~qhozist! Q~ means a cleari~ighousesuI,ji'~i'~ 

fo the rules of a securities exchangc. or a future exchange. \vhicii 

provides clearing services, including acting as a counter-party to each 

of the parties to a transaction, such that the parties no longer hn1.c. 

credit risk to each other. 

(70 )  LKepli~ario~7 t~.a~l.~actioii 1neans a derivati\re transacticon 

or combination of derivative transactiorls effected either separate]). or 

in conjunction with cash market invesr~nents included in the insurel-'s 

investment portfolio in order to replicate the risks and returns of  

another authorized transaction, inlestment or instrument andlor 

operate as a substitute for cash markct transactions. A derivative 

transaction entered into by the insurer as a hedging transaction shall 

not be considered a replication transaction. 

( 2  1)  'Securities exchange' means: 

(i) an exchange registered as a national securities 

exchange or a securities market registered under the Securities 

Exchange Act of  1934 (15 U.S.C. 578 et seq.), as amended; 

(ii) Private Offerings Resales and Trading through 

Automated Linkages ('PORTAI,'); or 

(iii) a designed offshore securities market as defined 



in Securities Exchange Commission Regulation S. 17 C.F.R 

Pan 230> as amended. 

( 2 2 )  'Swap' means an agreement to exchange or to ne: 

payments :it one or more times based on the actual or expected pricc. 

yield, level. performance or value of one or more under l>~ in~  interesti. 

( 2 3 )  'Sivaptiot7' means an option to purchase or sell a swap a; 

a given price and time or at a series of PI-ices and times. .4 s\vaptio!l 

does not mean a swap with an embedded option. 

(24)  'Underlying ir~teresi means the assets, liabilities or other- 

interests, or a combination thereof, underlying a derivative instrument 

such as ;uiy 011e, or more securities. currencies. rates indice>. 

commodities or derivatives instruments. 

(21 ) 'Rial-rar7t' means an instrument that gives the holder the 

right to purchase or sell the underlying interest at a given price and 

time, or at a series of prices and times outlined in the warrant 

agreement. 

(b) Prior to entering into any derivative transaction, the board of 

directors of the insurer shall approve a derivative use plan, as part of the 

investment plan required in $15 101 8(c) of  this Article that: 

(1) describes investment objectives and risk constraints, such 

as counter-party exposure amounts; 

(2) defines permissible transactions identifying the risks to 

be hedged, the assets or liabilities being replicated; and 

(3) requires compliance with internal control procedures. 

(c) The insurer shall establish written intemal control procedures 

that provide for: 



( 1  i all derivative transactior:: entered into, outstanding 01 

closed out; 

( 2  1 thc rcsults and eSfecti\~e~ic.ss ofthe derivatives progal::: 

( 3 )  the credit risk exposure to each counter-party for ovel- 

the-counter derivative transactions l-iased up011 the counter-pal-I! 

exposure amount: ar7d 

(4) documentation appropriiite foi each transactioi , 

including: 

(i) the assets or liabilities to \vhich the transaction 

relates; 

(ii) the specific derii x ive  instrument used in the 

trL~iisaction; 

(iii) for over-the-cou~lur derivative instrument 

transactions, the name of the ccjuntcr-party and the countel-- 

party exposure amount; and 

(iv) for exchange-traded derivatives instrument 

transactions, the name of the exchange and the name of  the f i m ~  

that handled the transaction. 

(d) An insurer may enter into an iricome generation transaction, 

provided: 

( I )  as a result of  an after giving effect to the transaction, the 

aggregate statement value of  admitted assets that are themubject to 

call or that generate the cash flows for payments required to be made 

by the insurer under caps and floors sold by the insurer and then 

outstanding under this Subsection, plus the statement value of  

admitted assets underlying derivative instruments, themubject to calls 



sold b>. the insurer and outstanding under this Subsection. plus t i ) -  

under t i115 purchasc price of assets sub~ect  to puts then outstandin, 

Subsection does not exceed its assets; crnd 

( 2 )  the transaction is one of the following types. is covertii 

in the manner specified below and meets the other rcquisemen~q 

specified below: 

( i )  sales of call options on assets: proi:iiied, that  ti:^, 

insurer holds or has a currently exercisable right lo acquire t i l ?  

underlying assets during the entire period that the option i >  

oulstanding; 

( i i )  sales of put op t io~~s  on assets:providcd, that tllc 

insurer holds sufficient cash, c;isIl equivalents or interests in :I 

rr assets shc~r-t-term investment pool to purchase the underlyin, 

upon exercise during the en~ire period that the option is 

outstanding, and has the ability to hold the underlying assets in  

its portfolio; and 

(iii) sales of call options on derivative instruments: 

provided, that the insurer holds or has a currently exercisable 

riglit to acquire assets generating the cash flow to make any 

payments for which the insurer is liable pursuant to the 

underlying derivative instruments during the entire period that 

the caps and floors are outstanding. 

(e) An insurer may purchase or sell one or more derivative 

instruments to offset, in whole or i n  part, any derivative instrument 

previously purchased or sold, as the case may be, without regard to the 

quantitative limitations of this Subsection;provided, that such offsetting 



transaction utilizes the same type ofder iva~i \e  instrument as the deri\,ati..:, 

instrument beinir .~ offset. 

Section 151019. Trading Requirements. Each deri\rati\,e instrumenr 

shall be: 

(a) traded on a securities exchange: 

(b) entered into with, or guaranteed by, a business entity; 

(c) issued or written by or entercd into with the issuer of t i l ~ ,  

underlying interest on which the derivative i~istrument is based; or 

(d) in the case of futures, traded through a broker which i. 

registered as a futures commission merchant under the Commodity Exchange 

Act, or which has received exemptive relief from sucli registration untii.1- 

Rule 30.1 0 promulgated under the Cornrnoiiity Excllange .Act. 

Section 151020. Distributions, Reinsurance, and  Merger. No 

provision of this Article prohibits the acquisition by an insurer of additio~ial 

obligations, securities. or other assets, nor does this Article apply to securities. 

obligations or other assets accepted incident to the workout, adjustmerit. 

restructuring or similar realization of any kind of investment or transaction when 

deemed by the insurer's board of directors, or by a committee appointed by the 

board of directors to be in the best interests of the insurer, if the investment or 

transaction had previously been authorized, nor does this Article apply to assets 

acquired pursuant to a lawful agreement of bulk reinsurance, merger or 

consolidation if such assets constituted legal and authorized investments for the 

ceding, merged or consolidated company. No obligation, security or other asset 

acquired as permitted by this Subsection need be qualified under any other 

Subsection of this Article. 

Section 151021. Qualifications of Investments. The qualifications 



1 or disqualifications o i  an  investment under one Suhszction of this Section does Ti( ) :  

7 
L. prevent its qualification in ~ i h o l e  or in part u n d c ~  another Subsection, and :!:I 

3 investment authorizing Subsection the insurer elects. An investmerlt or tl-ansactioli 

4 qualified under any Subsection at the time it was ~icquired or entered into by t l i ~  

5 insurer shall continue to be qualified under that Subsection. An investment. ir-! 

6 whole or in part, ma!; be transferred from time to time, at the election of the insurcr. 

7 to the authority of an!- Subsection under which it then qualifies, whether or p.0: i~ 

8 originally qualified tlicreunder. 

9 Section 151022. Investment of Companies Reinsured. In any mi. 

10 in which a domestic ilisurance company shall assume and reinsure the business a n d  

11 take over the assets of another insurance conipan\-. either domestic or fol-eign, ;ill 

12 assets or investments of such reinsured co~npan?. rliat \\)ere authorized as prop-I- 

13 assets or investments ibr the funds of such reinsured company, and which are taken 

over by such domestic company, shall be considcred as valid assets or investments 

of such reinsuring domestic colnpany under the lav,s of Guam. 

Section 151023. Severability. If an) provision of this Act or i t \  

application to any person or circu~nstance is found to be invalid or contrary to la\+,, 

such invalidity shall not affect other provisions or applications of this Law which 

can be given effect rn ithout the invalid provisions or applications, and to this end 

the provisions of this Law are severable." 

Section 58. Section 18305 of  Article 3, Chapter 18, Division 2 of Title 22 of  the 

Guam Code Annotated is hereby repealed and reenacted to read as follows: 

"Section 18305. Liability Policy: Remedies of Injured Person Against 

Insurer .  (a) An injured person, or  in the event of  that person's death, the 

heirs or representatives of the person entitled to sue therefor, in that person's suit 

against the insured, shall not join the insurer on a policy of  liability insurance as a 



defendant, except as p!-ovided in Subsections (bl a!id (cl of this Section. 

(b) An inlureii person. or that persons heil-., (11- representati~jes, sl~all h:i\ L. 

the right to maintain a direct action against the insurer. \vitllin the ternis and limit- 

of the policy, only under the follo\ving circurnstan~c.~: 

( I )  if t i )-  officer or process serIrer SCI-ving any process against tlic. 

insured shall return that process 'non service.' and the injured person sh:!ll 

determine in good faith that the insured cannot be served within Guam; 

( 2 )  if before suit has been brought and probate proceedings ha \c  

not been initiated, the insured has died; 

( 3 )  i i a  suit is pending against an in5u1-ed in that person's own name 

Oelnenl: or and the insured dies prior to jud, 

(4) if n nonresident had been invnli cd in an automobile accideil~ 

\vithin Guam as an operator or owner and dies before suit has been brougli~. 

(c) The injured person, or in the event of that person's death, the persc1l-i 

entitled to sue therefol-, after having obtained judgement against the insured alone, 

may proceed on that judgement in a separate actio~i against the insurer; provided, 

however, the payment in whole or in part of liability by either the insured or the 

insurer shall, to the extent thereof, be a bar to recovery against the other of  the 

amount so paid. 

(d) In the event that the insured becomes available for service within 

Guam, subsequent to the commencement of any action against the insurer brought 

pursuant to this Section, the Court shall dismiss the action as to the insurer on 

motion of  any party to the action and shall, upon service on the insured, substitute 

the insured for the insurer in the action, and such substitution shall relate back to 

the date on which the action was commenced against the insurer. 

(e) This Scction shall apply orily to such actions filed on or after its 



. . 
effective date and shall not affect any ac~ ion  filed !>~~ior  thereto. 

Section 59. Section 15101 . I  is hereby addcdto .\I-ricle 2 .  Cllaprer I 5, Di\.isiol! 

2 of Title 2 1  of the  Guam Code .Annotated to read as follows: 

"Section 15201.1. Statement;  Exemption and  Authorization. 

(a) Statement. 1 Lii?rslutzrr.un I finds that youth spor-t 

organizations were PI-eviously insured by National or International Insurani.~, 

Company at a rate affordable by the local organi73rions and xvhich no insurani,c 

company on Guam coirld rnatch such rates and in thc best interest of our ).outh. 

(b) Exemption a n d  Authorization. :\ny registered non-profit youtli 

sport association is hereby authorized to secure oi!-island Liability and Acciderir 

insurance for purposes of their participation in loi.::l inter-les~ue playsnx? off- 

island participation. ?'his authorization shall , ) n b  he i~nplemented aftei- 

solicitations of local insurance company is exliai~sted, and only if the rate of  

insurance by the local Insurance company is more rlian twenty-five percent highel- 

than those offered by the national or international insurance company. ,- 

Section 60. Severabilih.  Ifany provision ot'tliis Law or its application to 

any person or circumstance is found to be invalid or contrcin; to law, such invalidity shall 

not affect other provisions or applications of  this Law which can be given effect without 

the invalid provisions or application, and to this end the provisions of  this Law are 

severable." 
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11. Announcement and Introduction of Members 

111. Confirmation Hearing: Francisco Q. Taitano to the Guam 
International Airport Authority Board of Dircctors 

IV. Legislative Measure: B L L  NO. 83 Guam Raceway Park 

V. Legislative Measure: BILL NO. 90 Insurance Conflicts 

VI. Legislative Measure: BILL NO. 94 Insurance Laws on Guam 

VII. Remarks 

VIII. Adjournment 
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- -- (-=>-- 



1 H t  O i i l C i O i  

Senator Felix P. Camacho 
TWEYTI-SIXTH GUAM LEGISLATURE 

June 7,200 1 

MEMORANDUM 

To: All Members, Committee on Tourism, Transportat~on and Economic 
Development 

From: The Chairman 

Subject: Committee Publ~c Hearing 

Hafa Adai! This is to inform you that the Committee on rourism, Transportation and 
Economic Development will be conducting a public hearing at 10:00 a.m. on Tuesday 
June 19" at the Legislature's Public Hearing Room. 

The Committee will hear test~mony on the following bills: 

Bill 83 by L. F. Kasperbauer, F. P. Camacho, K. S. Moylan. M. C. Charfauros 
AN ACT TO AMEND SECTION 4 OF PUBLIC LAW 1-1-141 AND ITEM (A) OF 
SECTION 2.05 OF THE RULES AND REGULATIONS OF THE GUAM ECONOMIC 
DEVELOPMENT AUTHORITY ON THE OPERATION OF THE GUAM RACEWAY 
PARK AND ON THE ISSUANCE OF TAX CREDITS FOR IT'S DESIGN AND 
CONSTRUCTION AS APPROVED BY PUBLIC LAW 25-27 RELATIVE TO 
GRANTING THE GEDA ADMINISTRATOR THE FL,EXIBILITY TO APPLY 
ALLOW-LE TAX CREDITS TO MINIMIZE CONSTRUCTION AND 
ADMINISTRATIVE COSTS ASSOCIATED WITH THE GUAM RACEWAY PARK. 

Bill 90 by A. R. Unpingco. F.P. Camacho 
AN ACT TO ADD 5 121 1 1 TO ARTICLE 1, CHAPTER 12. DIVISION 2 OF TITLE 22 
OF THE GUAM CODE ANNOTATED, RELATIVE TO CONFLICTS OF INTEREST 
BETWEEN THE INSURER AND INSURED; DUTY OF INSURER TO PROVIDE 
INDEPENDENT COUNSEL TO INSURED IN CERTAIN CASES; SELECTION AND 
COMPENSATION OF COUNSEL; WAIVER OF COUNSEL 

Bill 94 by A. L.G. Santos, F. P. Camacho 
AN ACT TO ADD, KEPEAL AND REENACT VARIOUS I N S W N C E  
PROVISIONS AND TO ADD ARTICLES 3, 9 AND 10 ALL WITHIN TITLE 22 OF 
THE GUAM CODE ANNOTATED, RELATIVE TO INSURANCE LAWS ON GUAM. 

Cornmrrei on 
Tourirni,T~-anrporration 

M Economic Developnienr 



The Comm~ttee  also w ~ l l  hear testlmon! on the confirmat~on of Franc~sco Q Ta~tano  to 
the Guam Internat~onal A ~ r p o n  Author~ty 

Should you have any questions, please feel free to contact m! o f i c e  at the numbers l~s ted  
above 

Thank you. 

Felix P. Camacho 

Cc: All Senators 
Clerk of the Legislature 
Protocol 
Archives 
Media 
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June 19,2001 

The Honorable Felix P. Camacho 
Chairman, Committee on Tourism, Transportation 

And Economic Development 
Mina'Bente Sais Na Liheslaturan Guahan 
Hagatna, Guam 96910 

RE: Bill Number 94 

Dear Mr. Chairman and members of the Committee: 

My name is Jerry Crisostomo and I am the general manager of the group health 
department of NetCare Life & Health Insurance Companv. I would like to thank 
you for the opportunity to submit testimony in support of Bill 94. 

In particular, we support Article 9, Section 15901 as it pertains to the 
establishment of an Insurance Fraud Investigation Unit within the Department of 
Revenue and Taxation. 

Insurance fraud and specifically health care fraud and abuse are serious 
problems that have a significant effect on the private and public healthcare 
sectors. It is a pervasive and serious problem in our health care system, 
according to a report to Congress by the General Accounting Office (GAO), 
health care fraud and abuse cost the nation as much as 10% or $70 Billion dollars 
of the money it spends on health care annually in 1992. Today, that 10% would 
approach $100 Billion. For health insurers, like NetCare, fraudulent activities 
lead to increased premium costs no matter what type of coverage is involved. 

While perpetrators of fraud continue to take more innovative approaches, health 
care payers have stepped up our efforts in tracking, auditing and identifying 
potential fraud and abuse before any payment is made. In addition, many states 
and the federal government have enacted anti-fraud legislation. Since the 
enactment of the Health Insurance Portability and Accountability Act (HIPAA) 
in 1996, the federal government and states have toughened laws against 
healthcare abuse and have established fraud and abuse control programs. 
Federal agencies are required to join a national program to coordinate federal, 
state and local law enforcement to combat all forms of public and private health 



care fraud. States also continue to pass legislation requiring insurers to establish 
special units to investigate suspicious claims or contract with an outside 
company for that service. It is about time that Guam follows this lead and enacts 
laws to address this serious problem. We have been behind the curve for too 
long and the time to act is now. Insurance fraud and abuse is prevalent here on 
Guam and this proposed legislation will provide the needed avenue to 
investigate and prevent fraudulent activities. 

Let me give you some examples of health insurance fraud that I have 
encountered in my line of business just in the past six months: 

A billing clerk of a dental provider was arbitrarily changing the dates of 
service of patients to coincide with the insurance effective date of coverage. 
In other words, a patient incurred services in March but was not effective 
with us until April. The date of service on the claim was changed to reflect 
that the service was incurred during the coverage period. 

A pharmacy provider was billing claims on-line and was subsequently 
audited by our claims audit unit due to the high dollar volume paid and 
found that there were no original prescriptions obtained to back up the on- 
line billing submission. 

A patient at GMH was ready for discharge by his provider. However, the 
patient asks the doctor to falsify the medical records to indicate that he still 
needs to remain in the hospital for a prolonged period of time. The doctor 
subsequently informed us of this action by the member. 

These are just a few examples of fraud and abuse we encounter routinely. 

The health care industri continues its evolution in developing new or modified 
benefit plan designs, with managed care programs now constituting the vast 
majority of plans through which Guam consumers obtain their health care 
coverage. This shift to managed care has brought some advantages in combating 
health care fraud, however, because managed care arrangements retain certain 
features of the fee for service payment system. The number of cases may be 
fewer and the type of fraud uncovered different, but fraud nevertheless 
continues to be a serious problem. 

Staying one step ahead of fraud perpetrators requires ongoing reinforcement of, 
and support for, anti-fraud programs. In doing so, we have implemented and 
use a variety of techniques to maintain awareness and detect suspected 
fraudulent claims: 



1. Dedicating a fraud hotline for members to call in and report a potential or 
suspected claim fraud. 

2. Establishing a claims audit unit within our claims department to review 
suspicious claims on a routine basis. 

3. Contracted and engaged the services of an outside fraud and cost recovery 
company to investigate and review fraudulent claims. 

4. Enhanced our claims processing system to detect potential fraud by using 
fraud detection screens for claims submitted electronically. 

Insurance fraud is very costly to the industry, and ultimately to the consumer. 
Fraudulent acts include outright fraud as well as abuses of the health care 
system. At the same time that methods of committing fraud have become more 
creative, the methods used to monitor and control questionable practices have 
become more sophisticated. It appears that the battle is being won in terms of 
discouraging providers and insureds from committing fraudulent acts on a 
health claim. However, only vigilant enforcement and cooperation of insurers, 
governmental agencies and medical providers will ensure the continuing 
reduction of these illegal practices. 

The health care industry is Guam's third largest industry. Therefore, fraud 
detection, enforcement and prevention will remain increasingly important in the 
effort to keep health care expenditures within reasonable limits. 

I would like to commend the author and sponsors of this legislation for having 
the foresight and initiative in greatly improving the insurance laws of Guam. We 
urge the Committee and the full legislature to pass Bill 94 into law. 

~ e k $ n s o s t o m o ,  MHP 
General Manager 
Group Health Department 
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June 19,2001 

Honorable Senator Felix P. Camacho 
Chairman, Committee on Tourism, Tramportation 
And Economic Development 
Mina'Bente Sais Na Liheslaturarl Guahan 
Hagatna, Guam 96910 

Re: Bill Number 94 

Dear Senator Camacho and members of the Committee: 

My name is Bobby Shringi, and I am the President-elect of the Guam Association of Life 
Underwriters (GMQLU), a local chapter of the National L4ssociation of Insurance and Financial 
Adivors (hTL41Fh). We are an association comprised of insurance professionals from many insurance 
companies on Guam, and as an association we are growing at a rapid pce .  I would like to thank you 
for the opportunity to submit testimony in support of Bill 94. 

Wl~at is important about this legislation is that it uniforms Guam's insurance laws with the 
laws of the 50 states as well s tl~e territories. \X'e need to bring Guam's insurance codes up to 
modem standards and this k a great start. It is important for the playen of the industry as well as the 
consumea to come together to establish a &-win code, and at the same time n is understood that 
through views, practices and beliefs we will never come up with an rract mirror code set nationally. 
But we have to start from somewl~ere, and with something and BIII 91 1s that start. 

For many ye= our insurance laws have been stretched in vartous directions, with influential 
parties calling the shots. This continuation will eventually lead to the federal government intervening 
in our industry and ultimately taking control of our insurance regulat~on. That wd be a slap to our 
people and our governmait, as well as a step backward. \We must conform our laws, and then 
eventually work it for the flexibility of our people. \Ve must dearly defme the mles of a sub-agent, 
general agent, broker, and it's insurer. Bill 94 is a step in the right direction. 

Bill 94 allows agents to renew their hcense every two years, rather then on an annual basis 
This is uniformity from the national level, and will allow for the Insurance Commissioners office to 
cut down on administrative duties, as papenvork h m  licensed producers would be done every two 
yeas instead of on an annual has~s.  I m k  at h e  br@t side, Revenue and Taxation Director Joey 
Duenas has repeatedly stressed his coricem about his department's shortage of staff. Well, I am 
pretty sure he will find this qulte a blessing d ~ a t  papenvork ttself would be cut in half. Imagine 
collecting the same amount of rrvenue through licensing, yet cutting down on the administrative 
work. 



GALU 
GUAM ASSOCIATION OF LlFE UNDERWRITERS 

Stau Chapter ofthe Nadonal h i a t i o n  of lmmmw andFinand A k n ,  NAIFA 
PO Box BN, &an4 Guam 96932 w.ealu-naifa.org 

On a serious note, the two year licensing emphasizes Guam's compliance with the National 
Association of Insurance Comnissioners (NAIFA) agent licensing requirements With an industry 
growing with both products and producers, it is important to establish the rules to level the playing 
field. GAZU has always been a staunch suppoaer being pro-consumer, and B d 9 4  is a step in that 
direction. 

I would like to commend the authon of the legislation, and emphasize that the comminee 
supports the passage of Bill 94. Thank you very much. 

Sincerely, 

ee, Bobby A. Shringi 



P A C I F I C  
I N D E M N I T Y  
I N S U R A N C E  
C O M P A N Y  

June 19,2001 

The Hon. Mr. Felix Camacho 
Senator, Guam Legislature 

Re: Bill No. 94 (LS) 
Relative to Insurance Laws on Guam 

Dear Sir, 

Allow me to begin by thanking you for the opportunity to appear before your committee 
regarding Bill No. 94 (LS). In as much as the lnsurance Association of Guam only brought this 
Bill to the attention of Pacific Indemnity lnsurance last week, it i s  our view that we will need 
more time to analyze this lensthy and complex piece of legislanon before being able to offer 
constructive comments. 

Pacific Indemnity Insurance, as a locally incorporated insurance company, would be significantly 
effected by this legislation. .As a consequence, we very much appreciate and support your 
suggestions for creating a legislative round table to include members of the insurance industry for 
the purpose of discussing the provisions of Bill 94 (LS). I, for one, would welcome the 
opportunity to be included in such a round table forum. In due course, 1 look fonvard to 
contacting you further for the purpose of being included in such a round table. 

While it was not a part of my oral testimony, 1 would like to take this opportunity to advocate 
separation of Gramm-Leach-Bliley Financial Services Reform Act issues from the other issues 
contained within Bill 94 (LS). A separation would enable your committee to consider and 
possibly adopt G-L-B model legislation in a timely fashion. In addition, a separation would also 
allow the time needed to adequately review and address all the other issues contained within Bill 
94 (LS) which are not mandated by G-L-B. 

Thank you for giving Pacific Indemnity lnsurance this additional oplmrtunity to comment on Bill 
94 (LS). 1 look fonvard to working with you and your committee on this legislation. 

*is* 
Oliver W. Shilling 
Executive Vice President 

CC: Mr. David W. Cassidy, President 
Pacific Indemnity Insurance 

348 West O'Br~en Dr~ve . Hagatna Suarn 96910 . Tel (671) 477-8801 Fax (6" 8 47/6290 . Ernall pllco@ile net 



John E. Moore 
Anomey at Law 

2458 Wcrt Sherman Avenue 
Hood River, Oregon 971331 

Tel. (541) 386.u173 
Far (541) 386-6825 

June 14,200 1 

Senator Felix P Camacho 
Chainnat~, Comnuttee on Touism 
Transporation and Economic 3e\'elopmmt 
Twenry-Sixth Guam Legislxure 
Suite 158,777 Route 4 
Sinajania G w  96926 

RE: Senate B;ll94 

Dear Senatn Carnacho- 

This lrna is sent as a follow--J? to mv tclephune conversation of h L s  &emoo~~  with your Chief of 
Sraff, Bernadette Meno As I explained to Ms. ,Meno, 1 represent Pai~fiz Indzmniq Insurmcc 
Compmy. whid c o n w e d  me wlia tuday a acemine the forthcoming h w i n g  on Senate Bi 
94. which is presently scheduled for Tuesday, . 'me 19th. M y  clicnt mil the Guam Lnsuraoce 
.4ssoclahoa as well as o & a  Guam in~ursncc a mpanies are concerned that they aili not have 
enough time to adequrely review and &i+ze th: proposed legislation in order to presmc 
mtclligent md conmuctive c m m t  at 1 he forth~oming hrarmp. 1 share rhmr wncern in this 
regard. 

Senate Bill 94 is a 90 page dircummt th.8 i s  both complex and comprehensive It deals with 
maners of bital importance to th? insum Ice indua ,yon  Guam. We therefore respectfully request 
that the h d g  be rescheduled for a la!, r date so z to permit time for adaquate review and 
comment, or that an additional hemug t,e schedule6 a a larer date for tha t  same p q o s e .  

1 m c e m  that you m d  the other members of the COL-Immee d a r e  a full and complete hearing 
on th~s  important bLLl 1 am equally c e r t a ~ ~ ~  that aU conc-med would bcncfit fiom a thoroug!~ 
re-am and comment by ihr murancz i n d m  I reugt71ze that thic Iatcr comes only a few d a ~ s  
prior to the scheduled h a g  but the undersi-wd md \ \ha m t s e s t d  p d e s  have only had 
access to the b~l l  wthm the past few days 

Your kind considerahon of our request will be muct q ~recinted 

Respectfully Submind 

A 

cc. Speaker Antonio R.  unpin:^ 



John E. Moore 
Anorney at Law 

2458 West Sherman Avenue 
H& River, Orsgon 97031 

Tel. (5411 3862073 
Fax &j 386-68z 

Scnator Felix P. Camachu 
Cha i rmq Cornminee on Tourisq Transprtahon 
m d  Economic Development 
Suite 15B Sinajania Shopping .Mall Phase II 
777 Route 4 
Sinqjania Guam 96926 

RE. Sena!e Bill YO (LSI and Senate Bill 94 Cis) 

Dear Senator Camacho: 

1 just wanted to write to express my appreciation for the courte~ms and efficient mannsr 
in which your committes heard the referenced mattsrs on June 14th I was particularly 
impressed with your pragmatic approach to handling the compiex issues presented by 
Senare Bill 94. 

It nay be that T will have the oppormnity to talrc part m the rourid table discussions to be 
scheduled in connection with Senate Bill 94. If so, I wvill look forward 10 the opportunity 
to work wth you st that hme. 



EQUITABLE AIIJUSTING & SEIRVICI: COMPANY 
ME3lBER 01. RIOYLAVS ISSUILLVCE CO\ll1:ZKES 

101 AGANA SHOPPING CENTER . AGANA, GUAM SL'.lO 
PHONE (671) 477-8574 18490 . FAX (671) 4 7 7 1 V 7  

June 18, 2001 

The Ilonorable Senator Felix I' Camacho 
Chairman 
Committee on Tourism, Transportation a& Economic Development 
Twenty-sixth Guam Legislature 
Suite 15-B-777 Route 4 
Sinajana, Guam 96926 

Dear Honorable Senator Catiiacho 

We commend all the good seriators with great ideas who sponsored these Bills 90 & 94 to 
implement law and order to rctwlate the insurance industry on Guam 

On behalf of Equitable Adjusting & Service Company, we appreciate this opportunity to 
present our comments and su~gestions to the proposed amendtnents. We agree with the 
ideas to regulate promptness on claims handling in the insurance industry 

Section 12310: Unfair Clainis Settlement Practices, 1)Reasonable standards for the 
prompt investigations of claims arising under the insurance policies: (promptly or 
reasonably is quite restric~i\e.) Would suggest 60 days to include time needed to 
investigate the claims. 

Section 15710: Insurance Adjusters. It is suggested that oAlisland adjusters should be 
controlled by the government authorities and be required to register and be licensed 
locally before they are a l l o ~ e d  to do business on island. This is to ensure that they pay 
their GRT from the income they derived while conducting business on island. 

Section 18602: Willhl Act or negligence of Insured. This section should be revised. 
The inclusion of "Negligencc" for the insurance carrier to deny coverage is against public 
interest. Negligence is unforeseen action that is not intended to cause injury or property 
damages and will not be construed as willful act to bar recover!). Agree with "willful act 
or intentional act" of the insured. 

Thank you for giving us a chance to present our comments, 



June 19.1001 

Ill 

(I 

The Honorable Felix P. Canl:iil~o 
Chai r tn~~n.  Committee on Toiil-ism. Transportation. and 
Economic 1)evelopment 
hlin;~'  Bente Sais N a  Lihes l ,~ t~~rnn  Ciuahan 
Hagatna. Guam 960 l O 

Dear Mr. Chairtn;~n and rne~l~I>ct-s of the Conirnittue: 

I would like to thank you f o ~  t11r opportunit) to \ubmit tesrimon! 111 support of hill no. 44. hly 
name is James h,loyl;~n and 1 ;ill1 the grncr;ll manager of Xloylnni 11lsur;lncr Underwriter Inc. 
(MIC') I L i l  1)epnrtment. h l l i  is the !vl;~naging Gt.ner;ll Agent ( I I ( ; A )  of NeiCare Life and 
Health Insur;~nce Company. .\, the MC;A Cur Guatrl'r lit-st do~ i i c \ t~c  lifr insurance c t ~ n ~ p a n y  MIU 
IS responsible for the ;rdmin~,il-;~tiotr of home office tasks iticludttig. underwriting. payment of 
claims. and marketing on ht.11.1lt of th2 insurer NctCarc. 

In 1998 NetCare was estahll\lrcd through the trust of local it~vesror\ and with the cooperation ol' 
Gu;i~ii Economic I)eveIop111~~1i1 .A:~I~c? tGFD.A) alvarding of 0111 ilui~lifying ccrtitici~te ( Q C )  In 
10O1 \ ~ e  are further t l e ~ e l o l > ~ n ~  our product line to hettrr ser\.ic~, [Ire people of (;itam. 

I congmtolate ;iuthors of Bill numhrr 94 Senator A.L.Ci. S ;~n t r~ \  ,1114 Scrliitor F.P. Ci1111;~cho. This 
bill c(1t1iplies with Fcdrri~l I~~.,,nsin$ rcquiremutits. clarificz and ;iil(ls tcrniinology definitions, has 
provi\ion\ lor insurance friillil. delitncc discrcti<)nat-) poucrs oC 11,c Ins~irance Commissioner. 
dcfincs duties and responsibilities of an ngcnt. gencral ;~yeiit a n ~ l  i~roker. and overall brings our 
in\uranci: code up to il;rte \\ 1111 federal guidulines. Therefore. 1,111l it1 favor of the p;ls\n$e of bill 
c14, 



I01 Agana Shopping Center 

Tc1:1671 I 47?-3b10/1lL;'3/4 

l ~ i c  b: Health lnsurance Fax: 1671 I 472.361 5 

18 June, 2001 

The Honorable Felix P. Camaclik3 
Chairman, Committee on Tou~iirn, Transportation and 
Economic Development 
Mina' Bente Sais Na Liheslatur,in Guahan 
Hagatna, Guam 96910 

Dear Mr. Chairman and n~cnihi~rs  of the Committee: 

Thank you for the opportunit\ tu submit testimony in support of Iiill KO. 94. I am Chef Financial 
Officer of NetCare Life and Hi.,l!th Insurance Company, the first dt>iinestic life insurance 
Company on Guam, represenii~lg over 8,000 policyowners on Guam, CNMI and Micronesia. 

The legislation presented in Bill '44 will be of great value to those pt'licyowners. Defining pollcy 
terms and conditions, assurins :hat the agents' representing insurLlnie carriers are properly 
licensed, and that financial ini t~~mation provided by insurers is acillrate and complete. 

NriCare applauds the legislatr~,~~ for complying with the National .Aisociat~on of lnsurance 
Con~missioners (NAIC) recenil\ implemented Statements of Statutcwy Accounting Principles. 
The updating of Article 10 to mrror  the NAlC Model Investment . l i t  is also a necessary addition 
to the lnsurance Laws of Guati~ io define and authorize investmeni Items and techniques and 
comply with standards utillzeLl by all other United States based ini~irers. 

Holding banks accountable to insurance regulations when selling iniurance products is very 
important for their policyl~old~ rs. Defining revenue reporting for nc~ii-insurance companies 
selling insurance products to ensure proper tax revenue collection 1.y Guam is also an excellent 
element of the proposed legisl,)tion. 

I would suggest that Section 1.316 Supervisio~i (b) (page 22) be rci-~sed to make annual 
examinations permissive (ma! i and three (3) year examinations m'111datory (shall). We are 
currently required by the NAI(' to file independently audited financial statements with the 
Commissioner's Office on an ,iilnual basis. That, coupled with a ni~lndatory triennial 
examination would ensure our policyowners' safety and not caust tile Commissioner's Office 
undue financial burden. 

Congratulations to Senator A.I. G. Santos and Sellator F.P. Camacllo on the preparation of Bill 
No. 94. Their efforts will bring !he lnsurance Laws on Guam into itompliance with NAIC 
standards and also into the 21P Century. 
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A xw1 ML~~LHL'K C:O5lPANlES: 
2601 OEYICEKS; 

S CT~CW Home Assurance Corn my 
S 

'1 _, 

0 i=GU Inrcrnalional I~surm~c PIC! Richard Reber 
0.un Kuo Insurance Corn any. ltd. C h i m  
~ a i - A k y o  Fi dr Mnrinc &rnpany. Ltd. 
Dongbu Insurance Company (671) 477.166314 

A A Fus!nel Iusucancc Company 
Nnt~onrl Union Fne Insuance Company Ray Schaabel - New Hamphire Insurance Company Vice-Chaim~on Nichido Foe & Marine Insurance Co., Lid. 

E N Pacific Indcmnit Insurance Corn any (67 1) 477-98Q8 
of 3E Insurance ~nkrnotiond) L$. 

GUAM % h o h t u i n o  8: Fin I n a u r a s  ComPuy Moaiquc R Baysingar 
Zunch Insurance (Guam). Inc. Sccrefaqfhosurer 

FIRE 'CASWTY.MAR1NE (671) 477-166314 

Aprii 10,2001 

The HonoraMe Antonio R. Unpingca 
Speaker 
~wenty-sxth Guam Legislature 
155 Hesler Street 
Hagtitila. Guam 9691 0 

Re: Proposed Legislabon 

Dear Mr. Speaker, 

It has come to our attention tlat legislation has been 'proposed that would clarify and define the 
rights and duties W e e n  insurance companies, their dients and the atlorney for both, when a 
possible conflctof interests arises betwen the party[s). 

The proposed legislation minors Secton 2860 of the California Civil Code. This section was 
enacted to ad&- exactly the same proMem that we have here, and successfully elimlnakd the 
confusion and abuses, on both sides, in consumerfinsurance cornpanylattornay disputas over their 
r e s w v e  ddes  when inwived in a lawsuit 

A copy of the proposed legislahn is attached for your reference. The association heartily 
endorses this bill in its present form, and wanted to formally advise you of our support of its 
passage. Your favorable view and help towards that end would be greaUy appreciated. 

Thank you for your consideration in this matter. 

Sincerely, 

Richard R. Reber, iI 
Chairman 

cc: John E. Mwre. Esq. 
Robsrt Greenwell 



D O O L E Y  L 4 \ N E S  H O B E H ' I ' S  & F O W L E R  L L P  

I I) F:t,m 

SENATOR FEL.1X P. CA\LZCHO David 'A'. Dool-y. Esq. 
~~ 

-~ 
C O I I P A N Y  Dr!i .  

26th C i w  Legislam June 27.2001 -- 
F*k > ~ r n b W  Tc,., no,  o f  ,.*<$ , " ~ l u i , o .  I,".. 

MR.RICHARD REBER PI00 
477-5;')t.l 

~ ~ 
- 

P r I u u r  i l l l l i n i C  n u l b c l  

BILL NO. 94 
. ~~- --- 

rnlportant Note: This fa;: ,%ilc is :onfideniial and ma) be cnreed by lczal profc'csr~onal piirilcgc. I t  musl 
>net br rrzd, coped. disclosed : r  ased b) as) persun other th ln  rne abwc-namcr: addrcsscc Lnaulhorircd use. 
d\rilcnurc ur c o p y ~ n g  i r  rtrisllj pruhibi!;d and rrii~y br u n l a ~ l l l  !f)ou have rrc~ived thl i  fsciint-12 i3 erra- 
p i w e  contact us nllntdiatel> i h i t n k  you 

See lener dated Jmc 17,2001. 

-- ~ ~ - ~ 

S u : l c  2111. O r ! c a n  P a c l f t c  P l a z a  
8 6 5  S o u i h  M d , , n e  D i i v :  
T e n e l ' n g .  G u s m  9611 1 

l e l c p n u n c  Uc . ( 6 7 1 )  6 l a . 1 2 2 2  
F n ~ r \ i l ~ i s  Nu.: ( 6 7 1 ;  0 4 6 - 1 2 2 3  

I '  E r r  1 d D o o l ~ ) : : ! t ' i > s n a C  ru0:f c s  corn 



DOOLEY LANNEN ROBERTS & FOWLER LLP 
ATTORNEYS AT LAW 

WIVIU W.  UOOLEY SUITE 2C1, ORLEAN PAUFlC FLALA 
PIOMAS I. LANNEN 865 SOUTH MARINE DRIVE 
TdOMk5 L. RD3tRTS TAMUNING, GUN4 96911 
KEVTN 1. FOWLER TELEPHOYE: (671) 546-1222 
JON A. VISOSKf FACSIMILE: (671) 646-1223 
KIM 2.. WhiMSLEY Website: CuamLawOfflce.com 

Of Counsel: Writefs D~rect E-Mail: 
Me!inda C. Swavely >wley@GuamLawCffiucom 

J u d e  27,2001 

VIA FACSIMILE TRANSL1)'ZSION ~. 

472-356 1 

S c ~ a : ~ r  Fe!lu P. Canlactru 
?-hill Guam Lcgislan~re 
Su.rr 158. 777 Route 4 
Stndjana, Guam 46926 

Dear Senator \?anlacha: 

1 a*tendccl :he gubi~c hc;.:in~ dn Rill 94 l.?st \reek. Uuring lh:: :!ice:ir~g, y u : ~  i!~dicatrd thar 
yoti pirsscsscd a copy of n ~ < ~ J e l  privzc) irgislatiii~l. ! alscs uridc:iimd ;ha1 !hc rnsin ??iQ,Vjc 
hehiiid Public Law V4 is to cnsirre that the pri.~&cy iegislar~on has bct.1 emctci? iri  Gbam. 

I an: quire ~nterestrd i n  ::ie ~ f f t c t  of Bi!i 94 and I wou13 i i l : ~  io priv,idz urirren tzirimrmy 
I-cgard!t:g rhzr bili. Hcwrvrr irh ordo f;lr me to be able tn fully rifiacrirand t\e l.i.y~sIati,ln: 11 will 
tv: \t.y helpfill far mz :o hr able trl rejirv, !he 1nod-1 lsglslation upon w:iich Bil! 94 wrls 
iuppnstdly based. i therer't)rc r:a:lest thst a copy ofrhe ei!i hc sent ii? tt!e My l'acs~milr number 
is nn my ierrcrhcad. Could )IOU please Ta.\ a cop). to me? If rhat is inconvenienr, 1 will be glad to 
sei;d ;I rncnlber of my starl'to ,<bur ofi.;c in oidrr :c pick up 3 cjp? :,;'the rnotjrl legislarion. 

7- . hii71. you far your as?;: u a c c  

Sincerely, 

TS & FOWLER L1.P 

kc: ?vfr llichard Rcber (v~n +.+cs~mile) 
L)W',/lite FPPIN WPACMQ UIXilt iar.rr r ~ l r r t  
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GREAT NATIONAL 
INSURANCE UNDERWRITERS, INC. 

-General Agents - 

GRAND PACIFIC CtiUNG K V O  INSURANCE 

p~ 

Life Insurance Go., Ltd. 
--- 

Company. Lirn~fed - -  
Gruai Natlord lraurance Bug.. Chahn Sen Antonio, Yarnunmjl P.O. h r  GA Agana, Guam 96532 . Tel W 5 E 6  12250 - Fax: 649-2416. E-mai!: Wt@ile.net 

August 24,2001 

Senator Felix P. Camacba 
26" Guam Legislature 

P Suite 15B, 777 Route 4 
R 
o Sinajana, Guam 96926 
r 
E 

Fa: 472-356 1 
e 

RE BILL NO. 91 - AN ACT TO ADD, REPEAL kW 
REENACT PROVISIONS .4ND TO !DD ARTICLES 3 ,9 ,  A N D  
10 ALL WITm TITLZ 27 OF THE Guam CODE ANNOTATED, 

RELATIVE TO NSURANCE CODE OF GUAM 

N Dear Senator Carnacho: 

Y 
A Wr are writing to \,oil to unequivocally express our fu!l support for the above Bill 
h 
c 94. We sincerely believe rhat the p a s a s  ofthis bill would ensure the comlnued viab~lity 
E of businesses like ours and would protect the interests of manv in the insurimce industry. 

Ow company, together vlth ow 30; employees and thzu famtlws. would observe 
with geat interest the ourcome of the legislative process pertain~ng to Bill 94. 

U 

C - 
R DOME B. BZihL4GA-. 
d 

President 



MINA'BERTE SAIS NA LIHESLATC'IIAN GUAHAN 
2001 (FIRST) Regular Session 

Bill No. qqc Ls) 

Introduced by: 

AN ACT TO ADD, REPEAL AND REE;1:4CT VARIOUS 
INSURANCE PROVISIONS AND TOAD11 ARTICLES 3, 
9 AND 10 ALL WITHIN TITLE 22 OF THE GUAM 
CODE ANKOTATED, RELATIVE TO INSURANCE 
LAWS ON GlIAM. 

1 BE IT ENACTED BY THE PEOPLE OF C;Ui\Jfl:  

2 Section 1. Section 121 04 of Article 1 ,  Chapter 2 of Title 22 of the Guam Cocle 

3 A~lnotated is hereby 1-cpcciii~d c ~ t 7 c i  r.eenactecr'to read as li~llows: 

4 "Section 121 01. Definitions. The I-ules and definitions containrd 

5 in this Section shall be used in interpreting the provisions of this Title. 

6 (a) The present tense includes the past and future tenses; and the futul.e, 

7 the present. 

8 (b) The masculine gender includes the li.lilinine and neuter. 

9 (c) The singular n~ltnber includes the pli~ral, and the plural includes the 

10 singular. 

1 1  (d) The word shall is mandatory and the \wrd "may" is pelmissive, unless 

12 otherwise apparent ti-om the context. 



(e) "Adjustcr"rneans any person who acts for or on behalf of an insurer 

or an insured in determining and making settlement of the amount payable to the 

insured for any loss or damage under a policy. 

(f) "A(lmiftcdn in relation to a person, means entitled to transact 

insurance business in Guam under the laws of Gua~n;nonad~llitted, in relation to 

a person, means not entitled to transact insurance I>ilsiness in Guani under the In\vs 

of Gua~n.  

(g) "Advisoq~ ovgnrzizntion "means ever! person, other than an admiued 

insurer, who prepares policy forms or makes undenvriting rules, or who collccts 

and f~~rnishes loss or expense statistics or other statistical information and data and 

acts in an advisor),. as distinguished from a ratc making, capacity. No dilly 

authorized attorney-at-law acting in the usual course of his profession shall he 

deenied an advisory organization. 

(h) "Acturrq~" nieans a lnernber in good standing of the American 

Academy of Actuaries. 

(i) "Agent" means an individual or business entity required to be lice~lsed 

and appointed under the laws of Guam to sell, solicit, or negotiate insurance or 

annuity contracts. 

(j) "Alieti" means organized under the laws of any government other than 

Guanl or the United States or any political subdivision thereof, whether or not 

admitted. 

(k) "Bu.siticss entity" means a corporation, association, partnership, 

limited liability cotlipany, liniited liability partnership, employer gl-oup, 

professional emplo).cr organization, or other legal entity. 

(1) "Broho-" means a person who, for compensation and on behalf of 

another person, transacts insurailce business othcr than as insurer, general agent, 



sub-agent or solicitol-. 

(m) "Certifictrte"means the Certificate of :\uthority required of an insurer 

to transact insurance business in Guam. 

(n)  "Clinrter."~neans articles of itlcorporation,agreement or association, 

charter granted by legislati\re act, or other basic constituent document o r  a 

corporation or the po\\ er of attorney of the attorne! -in-fact of a reciprocal insu1.i.r. 

(0) "Depart~rrent" ~neans the Division 01' Insurance of the Department of  

Revenue and Taxation, ztnie.ss thc context otherm ise requircs. 

(p) "Dornestic" means organized under the laws of Gua~n,  whether or not 

admitted. 

(q) "Domicile"of an insurer means: (1) as to Canadian ins~~rers,Canada 

and the province in \\iiich the insurer's head office is located; (2) as to all other 

(r) " F O Y ~ ~ ~ I I "  means not organized ~tnder the laws of Guam, l?ut 

organized under the l;i\vs ofthe United States or an!. political subdivision therrof, 

whether or not admitted. 

(s) "Foreiglr insurer" means an insurer formed under the laws of an!. 

,jurisdiction, other than Guam, and includes an 'alien' insurer,zlnless otherwise 

distinguished by the context. 

(1) "Generrrl Agent" means a person ~vllo is properly licensed under t11c 

insurance laws of Gu,llli and who is authorized bq <In insurer to countersign, iswe 

and deliver new policies, to accept service of procc5s on behalf of the insurer, and 

vested with full authority to consummate a contract of insurance and to transact all 

other necessary business of the insurer on Guamilot in conflict with this Title: 

provided, that the gc~ieral agent shall not be liable ('or the payment or handling of 

any claims, nor shall the general agelit bc liable for any administrative f~lnctions of 

the insurer or any otIii.1. functions of the insurer absent an express written agency 



contract between the insurer and the general agent stating such agreement by the 

pa~-ties;provi&d f z [ r ~ / l q  that there shall be no liability on the part of, and no cause 

of action of any nature shall arise against, any general agent, absent an expl.i.ss 

written contract between the insurer and the general agent specifically spelling out 

in clear and understandable language the terms ot'their business relationship." 

(u) "Gener(r1 Iines agent" ineans an ascnt who transacts any of the 

following kinds of insurancc: ( 1  ) property insurance; (2) casualty insurance; (3) 

surety insurance; (4) marine and transportation insurance;or (5) disabilit). 

insurance, if'transactcd for an insurer also represented by the same agent as the 

property or casualty insurance. 

(v) "Home Sfrzte" rneans the District 01' Columbia and any state or 

territory of the United States in which a licensee maintains his or her principal place 

of residence or principal place of business and is licensed by that state. 

(w) "Insurcr~rce"lneans any of the lines ol'authority contained in this title 

in which one undertakes a contract to indemnify another against loss, damage or 

liability arising from tieterminable hazards or for~i~itous occurrences, or to pa \  or 

allow ascertainable risk contingencies. 

(x) "I~SUYNIIC~ fr(~ud"rneans any act that is a violation of any penal law, 

and that is part of an attempt to knowingly defraud an insurer." 

(y) "Ins~~rrrilce Puodircev" -1neans a person req~lired to be licensed under 

the laws of Guam to scll, solicit, or negotiate ins~~rnnce. 

(z) "InsurCr"means the person other than a shareholder or investor u.lio 

~~ndertalics to indemnify another by insurance; insured l u e a ~ ~ s  the person 50 

indernnified. 

" (aa) Issue" means to write, renew, execute, effect or other-wise enter into 

a contract of insurancc. 



(bb) "Licmccc" means a docurncnt issued by Gua~n 's  insurance 

co~nlnissioner authorizing a person to act as an insurance producer for the lines of 

authoritv specified i n  the document. The license itself does not create any 

authority, actual, apparent or inherent, in the holder to represent or cornlnit a n  

insurance carrier. 

(cc) "Limiter1 Line Credit Insumnce" includes credit life, credi~ 

disability, credit propel-ty credit unemployment, nrol-tgage fife, mortgage guara~lty, 

mortgage disability. ~~utornobile dealer gap insurClnce, and any other form of 

insurance offered in conliection with an extens~on of credit that is Limited to 

partially or who11> cxtingiiishing that credit obligation that the insurance 

cornrnissioner determines sliould be designated CI for111 of limited line crccl~t 

insurance. 

(dd) "Lirniterl Line Ctwlit Insi~untlce Producerr'ineans a person who 

sclls, solicits or negotiates one or Inore forms of limited line credit insurance 

coverage to individuals through a master, corporatc, group or individual polic) . 

(ee) "Lin~itcrl Lines Insuvance"~neans those lines of insurance defined 

in this title or any other line of insurance that the insurance cornlnissioner deems 

nccessaly to recognize for the purposes of cornplying with the nonresident licens~iig 

provision under this t~t le .  

(ff) "Limitrcl Lines Pmrlucer" means ;I person authorized by the 

insurance corninissio~icr to sell, solicit or negotiate limited lines insurance. 

(gg) "hfuturrl insirrev" means an incorporated insurer without capit'll 

stock and the governing body of which is elected by its policyholders~xce/~~ 

certain foreign insu~el-s \vhich the Commissioner finds to be organized on tiii: 

~ n ~ l t u a l  plan under tile laws of their state or pro\ lnce of domicile, but hav~ng 

temporary share capita!, or providing for election ol'the insurer's governing others 


