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I n t r o d u c e d :  4 / 1 1 / 7 5
R e f e r r e d :  C o m m e r c e

IN  T H E  S E N A T E

I N  T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F  A L A S K A

S E N A T E  B I L L  N O . 361

B Y  R O D E Y  AN:fD K E R T T U L A

N I N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

A B I L L

F o r  an Act e n t i t l e d :  "An Act c o n c e r n i n g  h e a l t h  c a r e  l i a b i l i t y  I n s u r a n c e ;  and

B E  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A SK A :

* S e c t i o n  1. A S  21 is a m e n d e d  by a d d i n g  a n e w  c h a p t e r  to  read:

C H A R T E R  67. H E A L T H  C A R E  L I A B I L I T Y  U N D E R W R I T I N G  A S S O C I A T I O N .  .

Sec. 2 1 . 6 7 . 0 1 0 .  J O I N T  U N D E R W R I T I N G  A S S O C I A T I O N .  If the d i r e c t o r  

of i n s u r a n c e  f i n d s  a f t e r  a h e a r i n g  t h a t  h e a l t h  c a r e  l i a b i l i t y  i n s u r a n c e  

is e i t h e r  n o t  r e a d i l y  a v a i l a b l e  o n  th e  v o l u n t a r y  m a r k e t  o r  t hat h e a l t h  

car e l i a b i l i t y  i n s u r a n c e  a v a i l a b l e  o n  t h e  v o l u n t a r y  m a r k e t  d o e s  not 

p r o v i d e  a d e q u a t e  c o v e r a g e ,  he s h a l l  b y  r e g u l a t i o n  e s t a b l i s h  a j o in t  

u n d e r w r i t i n g  a s s o c i a t i o n  to p r o v i d e  h e a l t h  c a r e  l i a b i l i t y  i n s u r a n c e  to 

h e a l t h  c a r e  p r o v i d e r s  in th e  s t a t e  o n  a s e l f - s u p p o r t i n g  bas i s .  M e m b e r­

ship of t h e  a s s o c i a t i o n  c o n s i s t s  o f  a l l  i n s u r e r s  a u t h o r i z e d  to w r i t e  and 

e n g a g e d  in w r i t i n g  c a s u a l t y  i n s u r a n c e ,  as d e f i n e d  in AS 2 1 . 1 2 . 0 7 0 ,  on a 

d i r e c t  b a s i s  i n  t h e  state. M e m b e r s h i p  i n  the  a s s o c i a t i o n  is a c o n d i t i o n  

of t r a n s a c t i n g  c a s u a l t y  i n s u r a n c e  in the state.

Sec. 2 1 . 6 7 . 0 2 0 .  P A R T I C I P A T I O N  IN A S S O C I A T I O N ,  D I R E C T O R S .  (a)

E a c h  m e m b e r  p a r t i c i p a t e s  in the w r i t i n g  of p o l i c i e s ,  e x p e n s e s ,  p r o f i t s  

a n d  l o s s e s  o f  t h e  a s s o c i a t i o n  in th e  p r o p o r t i o n  of the ne t  d i r e c t  p r e m i­

ums w r i t t e n  t h e  p r e c e d i n g  c a l e n d a r  y e a r  in t h e  state b y  e a c h  m e m b e r ,  

e x c l u d i n g  t h e  p r e m i u m s  a t t r i b u t a b l e  to th e  o p e r a t i o n  of th e a s s o c i a t i o n ,  

to the  a g g r e g a t e  n e t  d i r e c t  p r e m i u m s  w r i t t e n  in t h e  s t a t e  b y  a l l  m e m b e r s  

Of th e  a s s o c i a t i o n  in t h e  p r e c e d i n g  c a l e n d a r  year. E a c h  m e m b e r ' s  p a r t i­

c i p a t i o n  in t h e  a s s o c i a t i o n  is d e t e r m i n e d  a n n u a l l y  on t h e  b a s i s  of the

p r o v i d i n g  for a n  e f f e c t i v e  d a t e . "
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(b) T h e  a s s o c i a t i o n  s h a l l  be g o v e r n e d  by a b o a r d  of t h r e e  

d i r e c t o r s ,  w h o  are e l e c t e d  by c u m u l a t i v e  v o t i n g  of th e  m e m b e r s  of the 

a s s o c i a t i o n ;  th e  v o t e s  a r e  w e i g h t e d  a c c o r d i n g  to e a c h  m e m b e r ' s  p a r t i c i­

p a t i o n  the y e a r  of the e l e c t i o n .  Th e  d i r e c t o r s  s e r v e  t e r m s  o f  tw o  years. 

Th e  d i r e c t o r s  on the f i r s t  bosird s h & l l  be e l e c t e d  8t- 8. m e e t i n g  of 

m e m b e r s  at a tim e  a n d  p l a c e  d e s i g n a t e d  by the d i r e c t o r  of i n s u r a n c e .

Sec. 2 1 . 6 7 . 0 3 0.  P O W E R S  A N D  D U T I E S  O P  A S S O C I A T I O N .  (a) The a s s o c i­

a t i o n  m a y

(1) i s s u e  or a u t h o r i z e  the i s s u a n c e  of p o l i c i e s  of i n s u r a n c e  

to a p p l i c a n t s ;

(2) u n d e r w r i t e  the i n s u r a n c e  p o l i c i e s  i s s u e d  a n d  a d j u s t  a n d  

p a y  l o s s e s  o n  the p o l i c i e s ;

(3) ac c e pt  a n d  c ede r e i n s u r a n c e ;

(4) a p p o i n t ,  w i t h  the p e r m i s s i o n  of th e  d i r e c t o r  of i n s u r an c e ,  

s e r v i c e  c o m p a n i e s  to p e r f o r m  its d u t i e s  u n d e r  t h i s  c h a p t e r ;  a n d

(5) a d o p t  r e g u l a t i o n s ,  s u b j e c t  to a p p r o v a l  by the d i r e c t o r  of 

i n s u r a n c e ,  n e c e s s a r y  for c a r r y i n g  out t h e  p r o v i s i o n s  o f  t h i s  c h ap t e r .

(b) T h e  a s s o c i a t i o n  s h a l l  e s t a b l i s h  s t a n d a r d s  of p r a c t i c e  for 

h e a l t h  c a r e  p r o v i d e r s  in t h e s t a t e  a n d  p r o c e d u r e s  to r e v i e w  t h e  p r a c t i c e s  

of i n s u r e d s  a g a i n s t  w h o m  c l a i m s  h a v e  b e e n  m a d e.  If th e  r e v i e w  i n d i c a t e s  

t h a t  an i n s u r e d  has not m e t  the  s t a n d a r d s  of th e  a s s o c i a t i o n ,  the a s s o c i­

a t i o n  m a y  n o t i f y  the  p r o f e s s i o n a l  o r g a n i z a t i o n  to w h i c h  the i n s u r e d  

b e l o n g s .  The a s s o c i a t i o n  m a y  a l s o  r e c o m m e n d  not to r e i n s u r e  t h e  i n s u r e d  

a f t e r  t h e  p o l i c y  in f o r c e  e x pi r e s .

Sec. 2 1 . 6 7 . 04 0 .  O P E R A T I N G  PLAN. (a) The a s s o c i a t i o n  s h a l l  

d e v e l o p  an o p e r a t i n g  p l a n  to c a r r y  out t h e  p r o v i s i o n s  of t h i s  c h a p t e r ,  

w h i c h  is s u b j e c t  to the a p p r o v a l  of th e  d i r e c t o r  o f  i n s u r a n c e .  In 1

d e v e l o p i n g  the p l a n  the a s s o c i a t i o n  s h a l l  r e c e i v e  i n p u t  f r o m  h e a l t h  c a r e

a n n u a l  s t a t e m e n t s  f i l e d  by the m e m b e r  w i t h  t h e  d i v i s i o n  o f  i n s u r a n c e .
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(b) T h e  o p e r a t i n g  p l a n  s h a l l  p r o v i d e  f o r  fair, p r o m p t ,  a n d  

e c o n o m i c a l l y  s e l f - s u p p o r t i n g  h e a l t h  car e  l i a b i l i t y  i n s u r a n c e  a n d  s h al l  

i n c l u d e

(1) a p r e l i m i n a r y  a s s e s s m e n t  to a l l  m e m b e r s  f o r  the e x p e n s e s  

n e c e s s a r y  t o  b e g i n  o p e r a t i o n ;

(2) u n d e r w r i t i n g  s t a n d a r d s ;

(3) a p p o i n t m e n t  o f  s e r v i c i n g  c a r r i e r s ;

(4) r a t i n g  p l a n s  a n d  c l a s s i f i c a t i o n s  e s t a b l i s h e d  on a n  a c t u­

a r i l y  s o u n d  b a s i s  a n d  c a l c u l a t e d  t o  be s e l f  s u p p o r t i n g ;

(5) o t h e r  p r o v i s i o n s  f o u n d  n e c e s s a r y  b y  t h e  a s s o c i a t i o n .

(c) T h e  a s s o c i a t i o n  s h a l l  s u b m i t  th e  o p e r a t i n g  p l a n  t o  the directo: 

of i n s u r a n c e  fo r  a p p r o v a l  w i t h i n  60 d a y s  a f t e r  t h e  d i r e c t o r  of i n s u r a n c e  

e s t a b l i s h e s  t h e  a s s o c i a t i o n  u n d e r  sec. 10 of t his c h a p te r .

(d) T h e  o p e r a t i n g  p l a n  m a y  be r e v i s e d  by a n  a f f i r m a t i v e  v o t e  of a 

m a j o r i t y  o f  t h e  d i r e c t o r s  a n d  c o n c u r r e n c e  of the d i r e c t o r  of i n su r a n c e .

Sec. 2 1 . 6 7 . 0 5 0 .  P R O F I T S  A N D  D E F I C I T S .  (a) P r o f i t s  m a d e  b y  the 

a s s o c i a t i o n  s h a l l  be a d d e d  to  t h e r e s e r v e s  of th e  a s s o c i a t i o n .

(b) A d e f i c i t  s u s t a i n e d  b y  t h e  a s s o c i a t i o n  in a n y  o n e  y e a r  s hall 

be r e c o u p e d  b y  r a t e  i n c r e a s e s  a p p l i c a b l e  p r o s p e c t i v e l y .

S ec ,  2 1 . 6 7 . 0 6 0 .  A N N U A L  S T A T E M E N T S .  T h e  a s s o c i a t i o n  s h a l l  file an 

a n n u a l  s t a t e m e n t  to th e  d i r e c t o r  o f  i n s u r a n c e  b e f o r e  M a r c h  16 r e p o r t i n g  

its o p e r a t i o n s  o f  t h e  p r e c e d i n g  year.

Sec. 2 1 . 6 7 . 0 7 0 .  P E R S O N S  C O VE R E D .  (a) A n y  h e a l t h  c a r e  p r o v i d e r  

l i c e n s e d  b y  t h e  a p p r o p r i a t e  l i c e n s i n g  a g e n c y  of t h e  s t a t e  m a y  a p p l y  to 

t h e  a s s o c i a t i o n  f o r  h e a l t h  c a r e  l i a b i l i t y  i n s u r a n c e .

(b) If t h e  a p p l i c a n t  m e e t s  t h e  u n d e r w r i t i n g  s t a n d a r d s  of the a s s o­

c i a t i o n  as p r o v i d e d  in t h e  o p e r a t i n g  p l a n  a n d  t h e r e  is n o  u n p a i d ,  u n e o n -  

t e s t e d  p r e m i u m  d u e  f r o m  the a p p l i c a n t  for p r i o r  i n s u r a n c e ,  the a s s o c i a -

p r o v i d e r s  i n  t h e  s t a t e  a n d  f r o m  r e p r e s e n t a t i v e s  o f  the  p u b l i c .
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t i o n  on r e c e i p t  of the p r e m i u m  shall, i ssue or c a u s e  to be i s s u e d  a 

p o l i c y  of h e a l t h  car e  l i a b i l i t y  i n s u r a n c e  for a t e r m  of one year.

Sec. 2 1 . 6 7 .0 8 0 .  H E A L T H  C A R E  L I A B I L I T Y  P O L I C I E S .  (a) T h e a s s o c i­

a t i o n  s h a l l  o f f e r  p o l i c i e s  on b o t h  a c l a i m s  m a d e  an d  o c c u r r e n c e  bas i s .

(b) P o l i c i e s  i s s u e d  b y  the a s s o c i a t i o n  s h a l l  p r o v i d e  m i n i m u m  

c o v e r a g e  to i n s u r e d s  in an a m o u n t  of n o t  less t h a n  $ 1 0 0 , 0 0 0  fo r  e a c h  

o c c u r r e n c e  a n d  $ 3 0 0 , 0 0 0  for a l l  o c c u r r e n c e s  in a n y  on e  p o l i c y  y e a r  for 

t h e  p r o t e c t i o n  of p e r s o n s  w h o  are l e g a l l y  e n t i t l e d  to r e c o v e r  d a m a g e s  

f r o m  the i n s u r e d  for e r ro r s ,  o m i s s i o n s  or n e g l e c t  in t h e  p e r f o r m a n c e  of 

th e  i n s u r e d ' s  p r o f e s s i o n a l  ser v i c es .  Th e  a s s o c i a t i o n  m a y  e s t a b l i s h  

m i n i m u m  l e v e l s  of c o v e r a g e  h i g h e r  t h a n  t h e s e  l i m i t s  f o r  p r o f e s s i o n a l  

p r a c t i c e  i n v o l v i n g  a h i g h  d e g r e e  of risk.

(c) P o l i c i e s  i s s u e d  o n  b e h a l f  of t h e a s s o c i a t i o n  m a y  not be c a n­

ce l l e d  d u r i n g  the t e r m  of c o v e r a g e .

Sec. 2 1 . 6 7 . 0 9 0 .  A P P E A L S  A N D  J U D I C I A L  REVI E W .  (a) An a p p l i c a n t  to 

th e  a s s o c i a t i o n ,  a p e r s o n  i n s u r e d  u n d e r  thi s c h a p t e r ,  or a m e m b e r  m a y  

a p p e a l  to the  d i r e c t o r  of i n s u r a n c e  w i t h i n  30 d a y s  of an y  r u l i n g ,

d e c i s i o n ,  or a c t i o n  by or on b e h a l f  of the a s s o c i a t i o n .

(b) A l l  o r d e r s  of the d i r e c t o r  of i n s u r a n c e  u n d e r  t h i s  c h a p t e r  are 

s u b j e c t  to j u d i c i a l  review.

Sec. 2 1 . 6 7 . 1 0 0 .  D E F I N I T I O N S .  In t h i s  c h a p t e r

(1) " a s s o c i a t i o n "  m e a n s  t h e  u n d e r w r i t i n g  g r o u p  e s t a b l i s h e d  

u n d e r  the p r o v i s i o n s  of t his c h ap t e r ;

(2) " d i r e c t o r "  m e a n s  a m e m b e r  of t h e  b o a r d  of d i r e c t o r s  of 

th e  a s s o c i a t i o n ;

(3) " d i r e c t o r  of i n s u r a n c e "  m e a n s  t h e  d i r e c t o r  of t h e  divisioi 

of i n s u r a n c e  in th e  D e p a r t m e n t  of Co m m e r c e ;

(4) " pe r s o n "  m e a n s  a n  i n d i v i d u a l ,  h o s p i t a l ,  c l i n i c  or o t h e r  

i n s t i t u t i o n  p r o v i d i n g  h e a l t h  car e  ser v i c e s ;
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(5) " h e a l t h  car e  l i a b i l i t y  i n s u r a n c e "  m e a n s  i n s u r a n c e  ag a i n s t

t he l e g a l  l i a b i l i t y  of  t h e  i n s u r e d  f o r  loss, d a m a g e ,  or e x p e n s e  i n c i d e n t

to a c l a i m  a r i s i n g  out of the d e a t h  or i n j u r y  o f  a p e r s o n  as a r e s u l t  of

n e g l i g e n c e  in r e n d e r i n g  p r o f e s s i o n a l  s e r v i c e  by a h e a l t h  c are p r o v i d e r ;

(6) " h e a l t h  c a r e  p r o v i d e r "  m e a n s  a p h y s i c i a n  l i c e n s e d  u n d e r

AS 08.64, a n u r s e  l i c e n s e d  u n d e r  A S  08.68, a n  i n s t i t u t i o n  l i c e n s e d  u n d e r

AS 18.20, a n d  a d e n t i s t  l i c e n s e d  u n d e r  AS 0 8 .3 6 ;

(7) "net d i r e c t  p r e m i u m s "  m e a n s  g r o s s  d i r e c t  p r e m i u m s  w r i t t e n

o n  c a s u a l t y  a n d  d i s a b i l i t y  i n s u r a n c e  les s  r e t u r n  p r e m i u m s  or t h e  u n u s e d

or u n a b s o r b e d  p o r t i o n s  of p r e m i u m  d e p o s i t s .

* Sec. 2. T h i s  Act t a k e s  e f f e c t  J u l y  1, 1975*
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