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I n t r o d u c e d :  2 / 6 / 7 9
R e f e r r e d :  C o m m e r c e

N  T H E  S E N A T E  B Y  T H E  C O M M E R C E  C O M I T T E E

S E N A T E  B I L L  NO. Il l  a m  H 

IN 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  

E L E V E 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

'or a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to i n s u r a n c e . "

IE 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 S K A :

* S e c t i o n  1. A S  2 1 . 4 5 . 0 8 0 ( a )  is a m e n d e d  to read:

(a) T h e r e  s h a l l  b e  a p r o v i s i o n  t h a t  a f t e r  t h r e e  full y ea r s '  p r e ­

m i u m s  h a v e  b e e n  p a i d  a n d  a f t e r  th e  p o l i c y  ha s  a c a s h  s u r r e n d e r  v a l u e  a n d  

w h i l e  n o  p r e m i u m  is in d e f a u l t  b e y o n d  the g r a c e  p e r i o d  for p a y m e n t ,  the 

i n s u r e r  w i l l  a d v a n c e ,  on  p r o p e r  a s s i g n m e n t  o r  p l e d g e  o f  the p o l i c y  a n d  

o n  the s o l e  s e c u r i t y  o f  the p o l i c y ,  at a s p e c i f i e d  r a t e  o f  i n t e r e s t  n o t  

e x c e e d i n g  e i g h t  [SIX] p e r  c e n t  a y e a r ,  an a m o u n t  e q u a l  to or, at t h e 

o p t i o n  o f  t he  p a r t y  e n t i t l e d  to it, l ess t han the l o a n  v a l u e  o f  the 

p o l i c y .  T h e  d i r e c t o r  m a y  a u t h o r i z e  r a t e s  o f  i n t e r e s t  in e x c e s s  o f 

s i x  p e r c e n t  o n l y  o n  a f i n d i n g  t h a t  t h e  h o l d e r s  o f  p o l i c i e s  w i l l  b e n e f i t  

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

r a t e s ,  t h r o u g h  t h e  u s e  o f  h i g h e r  d i v i d e n d s  o r  l o w e r  p r e m i u m s ,  o r  b o t h .  

T h e  l o a n  v a l u e  o f  the p o l i c y  s h a l l  b e  at l e a s t  e q u a l  to the c a s h  s u r­

r e n d e r  v a l u e  at th e  e n d  o f  the t h e n  c u r r e n t  p o l i c y  year, e x c e p t  t h a t  the

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

t h e  l o a n ,  a n  e x i s t i n g  i n d e b t e d n e s s  n o t  a l r e a d y  d e d u c t e d  in d e t e r m i n i n g  

t h e  c a s h  s u r r e n d e r  v a l u e  i n c l u d i n g  i n t e r e s t  t h e n  a c c r u e d  b u t  n o t  due, 

t h e  u n p a i d  b a l a n c e  o f  t h e  p r e m i u m  f o r  the c u r r e n t  p o l i c y  y ear, a n d  

i n t e r e s t  o n  the l o a n  to th e  e n d  o f  t h e  c u r r e n t  p o l i c y  year. T h e  p o l i c y  

m a y  a l s o  p r o v i d e  t h a t  if i n t e r e s t  o n  a n  i n d e b t e d n e s s  is n o t  p a i d  w h e n  

d u e  i t  s h a l l  t h e n  b e  a d d e d  to t h e  e x i s t i n g  i n d e b t e d n e s s  a n d  s h a l l  b e a r  

i n t e r e s t  a t  t h e  s a m e  rate, a n d  t h a t  i f  a n d  w h e n  t h e  t o t a l  i n d e b t e d n e s s
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o n  the p o l i c y ,  i n c l u d i n g  i n t e r e s t  due or accrued, equals or e x c e e d s  the 

a m o u n t  o f  th e  l o a n  v a l u e  of the policy, the po l i c y  shall t e r m i n a t e  and 

b e c o m e  v oid. Th e  p o l i c y  shall r e s e r v e  to the insurer the r i g h t  to d e f e r  

t h e  g r a n t i n g  o f  a loan, o t h e r  t h a n  for the p a y m en t  of a p r e m i u m  to the 

i n s u r e r ,  f o r  si x  m o n t h s  a f t e r t h e  date of the loan a p p li c a t i o n .  The 

p o l i c y  at the i n s u r e r ' s  option, m a y  p r o v i d e  for a u t o m a t i c  p r e m i u m  loan, 

s u b j e c t  to a n  e l e c t i o n  of the p a r t y  e n t i t l e d  to elect.

* Sec. 2. A S  2 1 . 8 8 . 0 3 0 ( e )  is a m e n d e d  to read:

(e) M e m b e r s  o f  the b o a r d  o f  gov e r n o r s  rece i v e  c o m p e n s a t i o n  from 

t h e  c o r p o r a t i o n  [OF $10 0  P E R  D A Y  WH E N  THE B O A R D  MEETS] a n d  n e c e s s a r y  

t r a v e l  e x p e n s e s  a c c o r d i n g  to a p o l i c y  a p p r o v e d  by the d i r e c t o r .

* Sec. 3. A S  2 1 . 8 8 . 0 5 0 ( a ) ( 1 )  is a m e n d e d  to read:

(1) in the f orm a p p r o v e d  by the director, issue to all 

p h y s i c i a n s  a n d  h o s p i t a l s  w h o  a r e  found to be a c c e p t a b l e  r isks u n de r  

s t a n d a r d s  d e v e l o p e d  u n d e r  (8) o f  this subsection, and w h o  p a y  the 

p r e m i u m s  fo r  it a c o n t r a c t  o r  c o n t r a c t s  i m d e m n i f y i n g  p h y s i c i a n s  and 

h o s p i t a l s  a n d  t h e i r  e m p l o y e e s  w h o  are h e a l t h  care p r o v i d e r s  a g a i ns t  loss 

b y  r e a s o n  o f  l i a b i l i t y  for c o v e r e d  claims for an act or o m i s s i o n  in 

t h e  d e l i v e r y  o f  p r o f e s s i o n a l  h e a l t h  care in this state, a n d  a g r e e i n g  to 

t e n d e r  o n  b e h a l f  o f  the p h y s i c i a n s  and h o s p i t a l s  and their e m p l o y e e s  w h o  

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

b r o u g h t  u n d e r  A S  0 9 . 5 5 . 5 3 0  - 0 9 . 5 5 . 5 6 0 ;  the limits of l i a b i l i t y  for 

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

[THE M I N I M U M  L I M I T  O F  L I A B I L I T Y  IS S U E D  T O  P H Y S I C I A N S  S H A L L  BE $ 20 0,000 

P E R  O C C U R R E N C E  A N D  $ 6 0 0 , 0 0 0  A G G R E G A T E  L I A B I L I T Y  P E R  YEAR, A N D  THE 

M I N I M U M  L I M I T  O F  L I A B I L I T Y  P R O V I D E D  IN C O N T R A C T S  ISS U E D  T O  H O S P I T A L S  

S H A L L  B E  $ 2 0 0 , 0 0 0  P E R  O C C U R R E N C E  A N D  A N  A N N U A L  A G G R E G A T E  L I A B I L I T Y  OF 

$ 1 , 0 0 0 , 0 0 0  M I N I M U M  P L U S  A N  A D D I T I O N A L  $ 2 0 , 0 0 0  P E R  BED FOR  E A C H  O C C U P I E D  

B E D  O V E R  5 0 ] ;  t h e  c o n t r a c t  s h a l l  cover the defe n s e a g a i n s t  b u t  n e e d
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n o t  i n d e m n i f y  l i a b i l i t y  for p u ni t i v e  d a m a g e s  a r i s i n g  f r o m  a c o v e r e d  

claim; a t  the o p t i o n  o f  the p h y s i c i a n  o r  h o s p i t a l  a n d  fo r  a n  a d d i t i o n a l  

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

that a r i s e  o ut  of p r o f e s s i o n a l  s e r v i c e s  p e r f o r m e d  b y  t he  p h y s i c i a n  o r  

h o s p i t a l  for any p e r i o d  a f t e r  D e c e m b e r  31, 1 9 7 4 t if t h e  c o v e r a g e  is 

i s s u ed  b e f o r e  J a n u a r y  1, 1 9 7 7 ^  e x c e p t  t h a t  c o v e r a g e  w i l l  n o t  b e  p r o v i d e d  

for a c l a i m  a l r e a d y  f i l e d  o r  of w h i c h  the p h y s i c i a n  o r  h o s p i t a l  h a d  or 

r e a s o n a b l y  sh o u l d h a v e  h a d  n o t i c e  at the time the r e t r o a c t i v e  i n s u r a n c e  

w a s  purchased;

* Sec. 4. AS 2 1 . 8 8 . 0 5 0 ( a ) ( 8 )  is a m e n d e d  to read:

(8) e s t a b l i s h  s t a n d a r d s  for the a c c e p t a b i l i t y  o f  risks; in 

e s t a b l i s h i n g  these s t a n d a r d s  the c o r p o r a t i o n  m a y  e x c l u d e  a n  a p p l i c a n t  

for i n s u r a n c e  [A P H Y S I C I A N ]  b a s e d  o n  i n d i v i d u a l  r i s k  s e l e c t i o n  f a c tors, 

b ut m a y  no t  e x c l u de  a n  a p p l i c a n t  [A P H Y S I C I A N ]  b a s e d  o n l y  o n  the 

c l a s s i f i c a t i o n  of the a p p l i c a n t  [PHYSICIAN].

*  Sec. 5. AS 2 1 . 8 8 . 0 8 0 ( 1 5 )  is a m e n d e d  to read:

(15) if the e a r n e d  p r e m i u m s  o f  the c o r p o r a t i o n  for an y  g i v e n  

y ea r  a r e  less than the i n c u r r e d  claims, c l a i m  e x p e n s e ,  u n d e r w r i t i n g  

expense, r e s e r v e s  for t hat year a n d  p r o v i s i o n  for r e p a y m e n t  o f  a n y  loans, 

the c o r p o r a t i o n  may, s u b j e c t  to the p r i o r  a p p r o v a l  o f  the dir ec t o r ,  lev y 

an a s s e s s m e n t  upo n  the insure d s  w h o  h e l d  p o l i c i e s  d u r i n g  tha t  year; the 

a ssess m e n t ,  w h i c h  m a y  b e  m a d e  in p e r i o d i c  i n s t a l l m e n t s ,  s h a l l  be m a d e  

w i t h i n  t hree years a n d  m a y  n o t  e x c e e d  150 p e r c e n t  of the i n s u r e d ' s 

[PHYSICIAN'S] p r e m i u m  for that year; th e  t e r m i n a t i o n  o f  a n y  p o l i c y  doe s 

n o t  r e l i e v e  the i n s u r e d  o f  c o n t i n g e n t  l i a b i l i t y  f o r  hi s p r o p o r t i o n a t e  

s hare o f  the o b l i g a t i o n s  to the c o r p o r a t i o n  w h i c h  a c c r u e d  w h i l e  th e 

p o l i c y  w a s  in force;

*  Sec. 6. A S  2 1 . 8 8 . 2 1 0 ( b ) ( 1 )  is a m e n d e d  to read:

(1) to p r o v i d e  surplus in r e s p e c t  to p o l i c y h o l d e r s  w h i c h  m a y
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n o t  e x c e e d  a t o t a l  o f  $ 3 , 0 0 0 , 0 0 0  o u t s t a n d i n g  at a n y  time; t h e s e  o b l i g a­

ti o n s  s h a l l  b e  s u b o r d i n a t e d  to a l l  o t h e r  o b l i g a t i o n s  o f  the c o r p o r a t i o n ;  

l o a n s  m a d e  u n d e r  t h i s  p a r a g r a p h  s h a l l  b e  r e p a i d  to the f u n d  in a n n u a l  

I n s t a l l m e n t s  o f  at l e a s t  25 p e r c e n t  o f  the e x c e s s  o f  p r e m i u m s  e a r n e d  

[ C O L L E C T E D ]  o v e r  t h e  t o t a l  o f  c l a i m s ,  r e s e r v e s ,  e x p e n s e s ,  a n d  a s s e s s­

m e n t s  m a d e  b y  t h e  a s s o c i a t i o n ,  if any; i n t e r e s t  s h a l l  b e  p a i d  o n  the 

o u t s t a n d i n g  b a l a n c e  a t  a r a t e  e q u a l  to s e v e n  p e r c e n t  a year;

*  Sec. 7. A S  2 1 . 8 8 . 0 5 0 ( b ) (10) is r e p e a l e d .

*  Sec. 8. T h i s  A c t  s h a l l  n o t  i m p a i r  the t e r m s  a n d  c o n d i t i o n s  o f  a n y  

p o l i c y  o f  l i f e  i n s u r a n c e  i s s u e d  b e f o r e  the  e f f e c t i v e  d a t e  o f  this A c t .
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