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IN T H E  S E N A T E  . B Y  R O D E Y ,  C R O F T  A N D  K E R T T U L A

S E N A T E  B I L L  NO. 483 

I N  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 S K A  

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

A B I L L

F o r  a n  Act e n t i t l e d :  " A n  Ac t  c o n c e r n i n g  h e a l t h  caf e  l i a b i l i t y  i n s u r a n c e ; and

p r o v i d i n g  for an  e f f e c t i v e  d a t e . "

BE I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  OF T H E  S T A T E  OF  A L A S K A :

8 S e c t i o n  1. AS 21 is a m e n d e d  b y  a d d i n g  a ne w  c h a p t e r  to x-ead:

,-CHAPTER 6 7 .  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 .  (a) If the 

d i r e c t o r  o f  i n s u r a n c e  fin d s ,  a f t e r  p u b l i c  h e a r i n g ,  t h a t  h e a l t h  care 

l i a b i l i t y  i n s u r a n c e  Is n o t  a v a i l a b l e  o n  the  v o l u h t a r y  m a r k e t ,  or that 

t h e  i n s u r a n c e  a v a i l a b l e  d o e s  n o t  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 hall 

e s t a b l i s h  b y  r e g u l a t i o n  a 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  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  i n  th e  s t a t e  on 

a s e l f - s u p p o r t i n g  b a s i s .  A l l  i n s u r e r s  w h o  ar e  a u t h o r i z e d  to w r i t e  an d  

are 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  an d  p r o p e r t y  I n s u r a n c e  in the 

s t a t e  o n  a d i r e c t  b a s i s ,  a n d  a l l  i n s u r e r s  w h o  a r e  a u t h o r i z e d  to i s s u e  J 

a n d  are i s s u i n g  s u b s c r i b e r ' s  c o n t r a c t s  i n  the s t a t e  on a d i r e c t  b a s i s  

,are m e m b e r s .  A f t e r  t h e  a s s o c i a t i o n  h a s  b e g u n  o p e r a t i o n  if th e  d i r e c t o r  

of i n s u r a n c e ,  a f t e r  p u b l i c  h e a r i n g ,  f i n d s  t h a t  a d e q u a t e  h e a l t h  care 

l i a b i l i t y  I n s u r a n c e  h a s  b e c o m e  a v a i l a b l e  o n  the v o l u n t a r y  m a r k e t ,  h e  m a y  

t e r m i n a t e  o p e r a t i o n  o f  the  a s s o c i a t i o n .
- ■

(b) E v e r y  i n s u r e r  d e s c r i b e d  I n  (a) of t h i s . s e c t i o n  s h a l l  be a 

m e m b e r  of  t h e  a s s o c i a t i o n  an d  s h a l l  r e m a i n  a m e m b e r  as a c o n d i t i o n  of 

i t s  a u t h o r i t y  to t r a n s a c t  t h a t  k i n d  o f  b u s i n e s s  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 t h e  w r i t i n g  of p o l i c i e s . i s s u e d  By the
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a s s o c i a t i o n  in the p r o p o r t i o n  of the net d i r e c t  p r e m i u m s  w r i t t e n  the 

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  s t a t e  by e a c h  m e m b e r  f r o m  the t y p e  of 

i n s u r a n c e  w h i c h  r e q u i r e s  the i n s u r e r  to p a r t i c i p a t e  i n  the a s s o c i a t i o n ,  

e x c l u d i n g  the p r e m i u m s  a t t r i b u t a bl e '  to t h e  o p e r a t i o n  of the a s s o c i a t i o n ,  

to the aggregate- ne t  d i r e c t  p r e m i u m s  w r i t t e n  in th e  s t a t e  by al l  m e m b e r s  

of the a s s o c i a t i o n  in t h e  p r e c e d i n g  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 the 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 the b a s i s  of a n n u a l  s t a t e­

m e n t s  f i l e d  b y  th e  m e m b e r  w i t h  t h e  d i v i s i o n  of I n su r a n c e ,

(b) The 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

tors 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 the m e m b e r s  of the a s s o c i a­

tion;, the v o t e s  ar 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 .  T h e  d i r e c t o r s  s e r v e  t e r m s  of t w o  years. The 

d i r e c t o r s  on the f i r s t  b o a r d  s h a l l  be e l e c t e d  at a m e e t i n g  of m e m b e r s  at 

a t ime an d  p lace d e s i g n a t e d  b y  the d i r e c t o r  of i n s ur 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  OF A S S O C I A T I O N ,  (a) Th e  a s s o­

ci a t i o n  m a y

(1) i s s u e  or a u t h o r i z e  t h e  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  t h e  i n s u r a n c e  p o l i c i e s  i s s u e d  and a d j u s t  and 

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

(3) a c c e p t  a n d  c ede .reinsurance;

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

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

(5) b o r r o w  or a d v a n c e  f u n d s  n e c e s s a r y  for c a r r y i n g  out the 

p u r p o s e s  o f  thi s c h a p t e r ;

(6) sue or be s u e d  in th e  n a m e  of the a s s o c i a t i o n ;  and

(7) p e r f o r m  o t h e r  d u t i e s  n e c e s s a r y  fo r  c a r r y i n g  out t h e  p r o­

vi s i o n s  o f  thi s chapter,

(b) The a s s o c i a t i o n  s h a l l  
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(1) a n n u a l l y  p r e p a r e  a r e p o r t  of its loss e s ,  t h e  c l a i m s  made 

a g a i n s t  it, r e s e r v e s ,  a n d  o t h e r  i n f o r m a t i o n  the d i r e c t o r  of i n s u r a n c e  

r e q u e s t s ,  a n d f i l e  th e  r e p o r t  w i t h  the d i r e c t o r  of I n s u r a n c e  an d  the 

l e g i s l a t u r e ;  a n d

(2) s t u d y  t h e  a v a i l a b i l i t y  a n d  cost of h e a l t h  c are l i a b i l i t y  

i n s u r a n c e  o n  t h e  v o l u n t a r y  m a r k e t  i n  t h e  s t a t e a n d  a n n u a l l y  r e p o r t  to 

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

bi l i t y  a n d  l o w e r i n g  the cost o f  h e a l t h  care l i a b i l i t y  i n s u r a n c e  i n  the 

state.

Sec. 2 1 . 6 7 . 0 4 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  a n  o p e r a t i n g  p l a n  to c a r r y  out th e p r o v i s i o n s  of this chapter, 

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

d e v e l o p i n g  t h e  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 nput f r o m  h e a l t h  care 

p r o v i d e r s  in  t h e  s t a t e  a n d  f r o m  t h e  public.

(b) T h e  o p e r a t i n g  p l a n  s h a l l  e s t a b l i s h  p r o c e d u r e s  fo r  p r o v i d 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  to h e a l t h  care p r o v i d e r s  in the state 

a n d  s h a l 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 al l  m e m b e r s  for the e x p e n s e s  

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

w i t h i n  t h r e e  y e a r s  a f t e r  t h e  a s s o c i a t i o n  has b e g u n  o p e r a t i o n ;

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

(3) 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

ar i l y  s o u n d  b a s i s ;

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

tie s  of  t h e  a s s o c i a t i o n ;  an d

(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  the 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  t h e  o p e r a t i n g  p l a n  to the d i r e c­

tor  o f  i n s u r a n c e  f o 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  th 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 this  c h a p te r ;  if

_•?_ SB 483



I

2

3

4

5

6

7

8

9

10

I i

12

13

14

i 5

16

17

18

19

20

2!

22

23

24

25

'V-A.' }

27

28

29

the a s s o c i a t i o n  does no t  s u b m i t  an o p e r a t i n g  p l a n  t hat m e e t s  the d i r e c­

tor of  i n s u r a n c e ' s  a p p r o v a l ,  the d i r e c t o r  of i n s u r a n c e  s h a l l  p r o m u l g a t e  

an o p e r a t i n g  p l a n  m e e t i n g  the r e q u i r e m e n t s  o f  ( b ) of thi s s e c t i on .  I

(d) The 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  of the d i r e c t o r s  and c o n c u r r e n c e  of the d i r e c t o r  o f  i n s u r a n c e .

c O l  £ *7 nc,'n DDAHITmci A Vrr\ nTTTPTnTT1̂ ( C, \ ‘pTirVf* \ £* mOnp riw |-’nn>_ j.. 8 ̂ j 9 w j « iuvriiu i-iiMiy' ■UJJjJ.1 ibl JLO « V & ) IT rui J. U £3 IlictUti uy bflfc) |

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  o f  the 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  by the a s s o c i a t i o n  in any one y e a r  s hall 

be r e c o u p e d  by 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 ,

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

l i c e n s e d  by the  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 the s t a t e  m a y  a p p l y  to 

the a s s o c i a t i o n  fo r  h e a l t h  car e  l i a b i l i t y  in s u r a n c e .

(b) if the a p p l i c a n t  has no u n pa i d ,  u n c o n t e s t e d  p r e m i u m  du e for 

p r i o r  i n s u r a n c e ,  the a s s o c i a t i o n  o n  r e c e i p t  of th e p r e m i u m  s h a l l  i ssue 

o r  c ause to be i s s u e d  a p o l i c y  o f  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 ; 

term of one year.

Sec. 2 1 . 6 7 . 0 7 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) The a s s o c i a­

ti o n  s h a l l  o f f e r  p o l i c i e s  o n  a n  o c c u r r e n c e  basis.

(b) E a c h  p o l i c y  i s s u e d  by 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 the i n s u r e d  in an a m o u n t  of not less  t h a n  $ 2 0 0 , 0 0 0  fo r  e a c h  

o c c u r r e n c e  and $ 6 0 0 , 0 0 0  for a l l  o c c u r r e n c e s  i n  a n y  one p o l i c y  y e a r  for 

the p r o t e c t i o n  of p e r s o n s  wh o  a r e  l e g a l l y  e n t i t l e d  to .recover- d a m a g e s  

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

the i n s u r e d ' s  p r o f e s s i o n a l  ser vi c e s .  The d i r e c t o r  of i n s u r a n c e  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  the a b o v e  l e v e l s  for 

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) A p o l i c y  i s s u e d  on b e h a l f  of th e a s s o c i a t i o n  m a y  b e  c a n c e l l e d  

d u r i n g  t h e  t e r m  of  c o v e r a g e  o n l y  for n o n p a y m e n t  of p r e m i u m s  or f o r  loss 

of p r o f e s s i o n a l  l i c e n s e  b y  the insured.
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Sec. 2 1 . 6 7 . 0 8 0 .  A P P E A L S  A N D  J U D I C I A L  R E V I E W .  (a) A n  a p p l i c a n t  to 

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

to th e  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  o f  a n y r u l i n g ,  d e c i s i o n ,  or 

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

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

s u b j e c t  to j u d i c i a l  r e v i e w .

Sec. 2 1 . 6 7 . 0 9 0 .  D E F I N I T I O N S .  I n  this  c h a p t e r

(1) " a s s o c i a t i o n "  m e a n s  the 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  t h e  p r o v i s i o n s  of t h i s  c h a pt e r ;

(2) " c a s u a l t y  i n s u r a n c e "  m e a n s  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 ;

(3) " p r o p e r t y  i n s u r a n c e "  m e a n s  p r o p e r t y  i n s u r a n c e  as d e f i n e d  

i n  AS 2 1 . 1 2 . 0 6 0 ;

(4) " s u b s c r i b e r ' s  c o n t r a c t "  m e a n s  s u b s c r i b e r ' s  c o n t r a c t  as 

d e f i n e d  in AS 2 1 . 8 7 - 3 3 0 ( 6 ) ;

(5) " d i r e c t o r "  m e a n s  a m e m b e r  o f  the b o a r d  of d i r e c t o r s  of 

the a s s o c i a t i o n ;

(6) " d i r e c t o r  o f  i n s u r a n c e "  m e a n s  the d i r e c t o r  of th e  d i v i -  | 

s i o n  of i n s u r a n c e  in t h e  D e p a r t m e n t  of  C o m m e r c e ;

(7) " 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 "  m e a n s  i n s u r a n c e  a g a i n s t  

th e  l e g a l  l i a b i l i t y  of th 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 ci 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  of a p e r s o n  as a r e s u l t  of 

e r r o r s,  o m i s s i o n s ,  or n e g l e c t  in th e  p e r f o r m a n c e  of the i n s u r e d ' s  p r o­

f e s s i o n a l  s e r v i c e s ,  b u t  d o e s  n o t  i n c l u d e  i n s u r a n c e  a g a i n s t  l i a b i l i t y  for 

i n j u r i e s  i n f l i c t e d  i n t e n t i o n a l l y  by a h e a l t h  car e  p r o v i d e r ;

(8) " 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 e r s o n  l i c e n s e d  u n d e r  

AS 08.64 a n d  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;

(9) "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  I n s u r a n c e ,  p r o p e r t y  i n s u r a n c e ,  a n d  s u b s c r i b e r ' s  c o n t r a c t s ,
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less r e t u r n  p r e m i u m s  or the 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 ep o s i t s .

* Sec. 2. T his Act t a k e s  ef f e c t  I m m e d i a t e l y  In a c c o r d a n c e  w i t h  AS 01.10, 

0 7 0 (c)'.
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