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3 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

4 F O U R T E 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

5 A  B I L L

6 F o r  an Act 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 ;  a n d  p r o v i d i n g  f or an

7 e f f e c t i v e  d a t e . "

8 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  OF  A L A S K A :

9 *  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:

10 C H A P T E R  76. J O I N T  I N S U R A N C E  A R R A N G E M E N T S .

11 Sec. 2 1 . 7 6 . 0 1 0 .  A U T H O R I T Y  TO E S T A B L I S H  J O I N T  I N S U R A N C E  A R R A N G E -

12 MENTS. (a) M u n i c i p a l i t i e s ,  s c h o o l  d i s t r i c t s ,  a n d  r e g i o n a l  e d uca-

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

14 e a c h  o t h e r  f o r  the p u r p o s e  of e s t a b l i s h i n g ,  o p e r a t i n g ,  o r  p a r t i c i p a t -

15 ing in  j o i n t  i n s u r a n c e  a r r a n g e m e n t s  t h r o u g h  w h i c h  t he p a r t i c i p a t i n g

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

17 (1) a s s u m e  r i s k s  f r o m  l o s s e s  on  a g r o u p  b a s i s ;  o r

18 (2) p u r c h a s e  c o v e r a g e  o n  a g r o u p  b a s i s .

19 (b) A  j o i n t  i n s u r a n c e  a r r a n g e m e n t  m ay be f o r  a n y  k i n d  of insur-

20 ance d e f i n e d  by  this t i t l e  e x c e p t  f o r  life i n s u r a n c e  a n d  t i t l e  insur-

21 ance.

22 (c) A  j o i n t  i n s u r a n c e  a r r a n g e m e n t  s h all b e  c o n s i d e r e d  a n  a l t e r -

23 n a t i v e  o r  s u p p l e m e n t  to an y  o t h e r  p o l i c y  o r  c o n t r a c t  of  i n s u r a n c e

24 a u t h o r i z e d  o r  r e q u i r e d  by  law, i n c l u d i n g  i n s u r a n c e  u n d e r  A S  21.75.

25 Sec. 2 1 . 7 6 . 0 2 0 .  R E G U L A T I O N  B Y  D I V I S I O N  O F  I N S U R A N C E .  A  j o i n t

26 i n s u r a n c e  a r r a n g e m e n t  m a y  n ot b e  c o n s i d e r e d  i n s u r a n c e  f o r  t h e  p u r p o s e

27 of a ny o t h e r  l aw of t h e  s t a t e  and is n o t  s u b j e c t  to r e g u l a t i o n s  of  t he

28 d i r e c t o r  e x c e p t  as e x p r e s s l y  p r o v i d e d  in  this c h a p t e r .

29  Sec. 2 1 . 7 6 . 0 3 0 .  G E N E R A L  P R O V I S I O N S  O F  C O O P E R A T I V E  A G R E E M E N T S .  A
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c o o p e r a t i v e  a g r e e m e n t  s h all p r o v i d e  for the p r o p e r  o p e r a t i o n  of the 

j o i n t  i n s u r a n c e  a r r a n g e m e n t ,  a nd i n c l u d e  p r o v i s i o n s  for

(1) a d m i n i s t r a t i o n  of the a r r a n g e m e n t  by a b o a r d  of direc-

tors, s p e c i f y i n g  the n u m b e r  of m e m b e r s  of the b o a r d  an d  o t h e r  r e q u i r e­

m e n t s  n e c e s s a r y  for the p r o p e r  f u n c t i o n i n g  of the board;

(2) a p p o i n t m e n t  of an  a d m i n i s t r a t o r  a nd o t h e r  p e rsons as 

n e c e s s a r y  f o r  the p r o p e r  f u n c t i o n i n g  of the a r r a n g e m e n t ;

(3) o r g a n i z a t i o n  of the a r r a n g e m e n t ,  i n c l u d i n g  a rost e r  of

p a r t i c i p a t i n g  m e m b e r s  a nd the n a m e s  of the m e m b e r s  of the b o ard of

d i r e c t o r s ;

(4) p r o c e d u r e s  to e s t a b l i s h  a nd p r o m o t e  an  a g g r e s s i v e  r isk 

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

p r o c e d u r e s  for i d e n t i f y i n g  an d  r e d u c i n g  the risks that c an be r e d u c e d  

t h r o u g h  i m p l e m e n t i n g  b e t t e r  s a f e t y  t e c h n o l o g i e s  a nd i m p roved w o r k  

t e c h n i q u e s  a n d  p r o c e dures;

(5) e n f o r c i n g  the c o l l e c t i o n  of c o n t r i b u t i o n s  or p a y m e n t s  

in d e f a u l t  f r o m  m e m b e r s  of the a r r a n g e m e n t ;

(6) the a d d i t i o n  of n e w  m e m b e r s  to the a r r a n g e m e n t  or the 

w i t h d r a w a l  of m e m b e r s  f r o m  the a r r a n g e m e n t ;

(7) the m e t h o d  of a p p o r t i o n i n g  costs a n d  d i s p o s i t i o n  of 

e x c e s s  c o n t r i b u t i o n s ;

(8) t r a n s m i s s i o n  of f i n a n c i a l  s t a t e m e n t s  a n d  audit reports 

of the a r r a n g e m e n t  to p a r t i c i p a t i n g  m e m b e r s ;

(9) t e r m i n a t i n g  the a r r a n g e m e n t  an d  d i s p o s i n g  of its a s­

sets; a nd

(10) e s t a b l i s h i n g  a nd a d m i n i s t e r i n g  a j o i n t  i n s u r a n c e  fund.

Sec. 21.76.040. F I N A N C I A L  P R O V I S I O N S  O F  A G R E E M E N T S .  (a) A  

c o o p e r a t i v e  a g r eement mus t  i n c l u d e  a p r o v i s i o n  r e q u i r i n g  an annu a l  

d e t e r m i n a t i o n  by a c a s u a l t y  a c t u a r y  w h o  is a m e m b e r  o f  the A m e r i c a n
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m

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

2 losses of  t he j o i n t  i n s u r a n c e  a r r a n g e m e n t  are a c t u a r i a l l y  sound.

3 (b) A  j o i n t  i n s u r a n c e  a r r a n g e m e n t  shall b e  s u b j e c t  to an  a n n u a l

4 i n d e p e n d e n t  audit. T h e  a u d i t  shall b e  c o n d u c t e d  i n  a c c o r d a n c e  w i t h

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

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

7 this s e c t i o n .  T h e  a u d i t  r e p o r t  m u s t  i n c lude c e r t i f i c a t i o n  f r o m  a

8 c a s u a l t y  a c t u a r y  w h o  is a m e m b e r  of t h e  A m e r i c a n  A c a d e m y  of A c t u a r i e s

9 that the a c t u a r i a l  a s s u m p t i o n s  c o n t i n u e  to be s o u n d  a n d  the l e v e l  of

10 the r e s e r v e s  are a d e q u a t e .

11 (c) A  j o i n t  i n s u r a n c e  a r r a n g e m e n t  shall u s e  a m e t h o d  of a c c o u n t -

12 ing that c o n f o r m s  w i t h  g e n e r a l l y  a c c e p t e d  g o v e r n m e n t  a c c o u n t i n g  prin-

13 ciples.

14 Sec. 21 . 7 6 . 0 5 0 .  C O N T R A C T I N G  W I T H  P R I V A T E  A D M I N I S T R A T O R S .  A

15 c o o p e r a t i v e  a g r e e m e n t  m a y  a u t h o r i z e  t he b o a r d  of  d i r e c t o r s  to e n t e r

16 into c o n t r a c t s  for s e r v i c e s  n e c e s s a r y  to p e r f o r m  t he f u n c t i o n s  of a

17 joint i n s u r a n c e  a r r a n g e m e n t .  The p e r s o n  c o n t r a c t i n g  to p e r f o r m  the

18 f u n c t i o n s  mus t  be a p p r o p r i a t e l y  l i c e n s e d  u n d e r  t his t i t l e  if this

19 title so requires.

20 Sec. 2 1 . 7 6.060. D E L E G A T I O N  OF  P O W E R  TO  S E T T L E  CLAIMS. A  cooper-

21 ative a g r e e m e n t  m a y  d e l e g a t e  to the b o a r d  of d i r e c t o r s ,  or a u t h o r i z e

22 d e l e g a t i o n  by the b o a r d  to a n o t h e r  p e r s o n  o r  grou p ,  the p o w e r  to

23 c o m p r o m i s e ,  a r b i t r a t e ,  o r  o t h e r w i s e  s e ttle c l a i m s  o n  b e h a l f  of the

24 a r r a n g e m e n t .

25 Sec. 2 1 . 7 6.070. E X C E S S  INS U R A N C E .  A  c o o p e r a t i v e  a g r e e m e n t  m a y

26 a u t h o r i z e  the b o a r d  of d i r e c t o r s  to p u r c h a s e  e x c e s s  or  c a t a s t r o p h i c

27 i n s u r a n c e  o n  b e h a l f  of t h e  joint i n s u r a n c e  a r r a n g e m e n t .  T h e  cost of

28 the i n s u r a n c e  s h all be a p p o r t i o n e d  i n  the m a n n e r  s p e c i f i e d  in t he

29 joint i n s u r a n c e  a g r e e m e n t .  The b o a r d  m a y  p u r c h a s e  i n s u r a n c e  u n d e r
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1 t h i s  s e c t i o n  o n l y  f r o m  a n  i n s u r e r  a u t h o r i z e d  to do b u s i n e s s  i n  t h e

2 s t a t e  or  f r o m  a n  u n a u t h o r i z e d  i n s u r e r  if t h e  i n s u r a n c e  is p l a c e d

3 t h r o u g h  a l i c e n s e d  s u r p l u s  l i n e s  b r o k e r .

4 Sec. 2 1 . 7 6 . 0 8 0 .  J O I N T  I N S U R A N C E  FUND. (a) A  j o i n t  i n s u r a n c e

5 a r r a n g e m e n t  s h a l l  e s t a b l i s h  a j o i n t  i n s u r a n c e  fund. T h e  f u n d  c o n s i s t s

6 o f  m o n e y

7 (1) c o n t r i b u t e d  b y  m e m b e r s  of t h e  j o i n t  i n s u r a n c e  a r r a n g e -

8 m e n t  t h r o u g h  b u d g e t a r y  a p p r o p r i a t i o n s  o r  t r a n s f e r s  f r o m  a s e lf-

9 i n s u r a n c e  r e s e r v e ;

10 (2) c o n t r i b u t e d  b y  o f f i c e r s  a n d  e m p l o y e e s  o f  m e m b e r s  of t he

11 j o i n t  i n s u r a n c e  a r r a n g e m e n t  u n d e r  a n  e m p l o y e e  b e n e f i t  p l a n ;  an d

12 (3) c o l l e c t e d  b y  t h e  j o i n t  i n s u r a n c e  a r r a n g e m e n t  t h r o u g h

13 s u b r o g a t i o n  of  a c l a i m  p a i d  f r o m  t h e  f u n d  to  a m e m b e r  o f  t h e  a r r a n g e -

14 m e n t .

15 (b) A n  e x p e n d i t u r e  m a y  b e  m a d e  f r o m  a j o i n t  i n s u r a n c e  f u n d  o n l y

16 to p a y  c l a i m s ,  l o s s e s ,  o r  b e n e f i t s ,  i n c l u d i n g  i n t e r e s t  o n  t h em, a nd

17 t h e  a d m i n i s t r a t i v e  a n d  a d j u s t m e n t  e x p e n s e s  i n c u r r e d  i n  c o n n e c t i o n  w i t h

18 t h em, i n v o l v i n g  th e  t y p e s  of  p r o t e c t i o n  f o r  w h i c h  t h e  f u n d  p r o v i d e s

19 c o v e r a g e  as s p e c i f i e d  in  t h e  j o i n t  i n s u r a n c e  a g r e e m e n t .

20 (c) T h e  a d m i n i s t r a t o r  s h a l l  k e e p  the f u n d  s e p a r a t e  f r o m  o t h e r

21 f u n d s  of a m e m b e r  of a j o i n t  i n s u r a n c e  a r r a n g e m e n t .

22 (d) F o r  e a c h  t y p e  of p r o t e c t i o n  o f f e r e d  by t he j o i n t  i n s u r a n c e

23 a r r a n g e m e n t ,  t he m e t h o d  of a c c o u n t i n g  m u s t  s h o w  t h e  o r d e r ,  s o u rce,

24 d a t e ,  a nd a m o u n t  of  e a c h  p a y m e n t  f r o m  t he fund.

25 (e) W i t h i n  60 d a y s  o f  t h e  e n d  of t h e  f i scal y e a r ,  th e  a d m i n i s -

26 t r a t o r  s h a l l  f u r n i s h  a d e t a i l e d  r e p o r t  of  t he o p e r a t i o n  a n d  c o n d i t i o n

27 of  the f u n d  to t he b o a r d  o f  d i r e c t o r s  a n d  t h e  d i r e c t o r  o f  i n s u r a n c e .

28 T h e  r e port f u r n i s h e d  to t h e  d i r e c t o r  of i n s u r a n c e  s h a l l  b e  a v a i l a b l e

29 f o r  p u b l i c  i n s p e c t i o n .
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(f) M o n e y  h e l d  by  a f u n d  as r e s e r v e s  a n d  m o n e y  not n e e d e d  for 

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

(g) A  fund m a y  not b e  t e r m i n a t e d  u n l e s s  t he a d m i n i s t r a t o r  c e r t i­

fies t h a t  an  a m ount of m o n e y  s u f f i c i e n t  to p a y  a c c r u e d  and c o n t i n g e n t  

e x p e n d i t u r e s  has b e e n  p l a c e d  in a f u l l y  c o l l a t e r a l i z e d  e s c r o w  a c c o u n t .

Sec. 2 1 . 7 6.090. F I L I N G  O F  A G R E E M E N T .  T h e  b o a r d  of d i r e c t o r s  

s h all f i l e  a copy of the c o o p e r a t i v e  a g r e e m e n t  w i t h  the d i r e c t o r  of 

i n s u r a n c e  at least 60 d a y s  b e f o r e  t he e f f e c t i v e  d a t e  of the a g r e e m e n t .  

T h e  a g r e e m e n t  s h all be  a v a i l a b l e  f or p u b l i c  i n s p e c t i o n .

Sec. 2 1 . 7 6.100. R E G U L A T I O N S .  A  c o o p e r a t i v e  a g r e e m e n t  m a y  a u­

t h o r i z e  the b o a r d  of d i r e c t o r s  to a d opt r e g u l a t i o n s  not i n c o n s i s t e n t  

w i t h  l a w  for the f a i r  a n d  e q u i t a b l e  a d m i n i s t r a t i o n  of the j o i n t  i n s u r­

anc e  a r r a n g e m e n t  a n d  the j o i n t  i n s u r a n c e  fund.

Sec. 2 1 . 7 6.110. S U B R O G A T I O N .  A  j o i n t  i n s u r a n c e  a r r a n g e m e n t  h as 

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

m e m b e r  f or a loss or i n j u r y  if th e  p a r t i c i p a t i n g  m e m b e r  r e c o v e r s  m o n e y  

for t h e  loss or i n j u r y  f r o m  a t h i r d  part y .  T h e  j o int i n s u r a n c e  

a r r a n g e m e n t  also ha s  a d i r e c t  c a u s e  of  a c t i o n  f or r e i m b u r s e m e n t  

a g a i n s t  a third p a r t y  r e s p o n s i b l e  f or loss o r  i n j u r i e s  s u s t a i n e d  b y  a 

p a r t i c i p a t i n g  m e m b e r  if t he j o i n t  a r r a n g e m e n t  h as p a i d  m o n e y  to the 

p a r t i c i p a t i n g  m e m b e r  f or the loss or  i n j u r i e s .

Sec. 21.76.900. D E F I N I T I O N S .  In thi s  c h a p t e r

(1) " a d j u s t m e n t  e x p e n s e s "  m e a n s  e x p e n s e s  f o r  i n v e s t i g a t i v e ,  

p r o c e s s i n g ,  legal, a c t u a r i a l ,  a r b i t r a t i o n ,  a n d  s e t t l e m e n t  s e r v i c e s  

i n c u r r e d  in the a d j u s t m e n t  of l o s ses, c l a i m s ,  o r  b e n e fits;

(2) " a d m i n i s t r a t o r "  m e a n s  a p e r s o n  or  g r o u p  a p p o i n t e d  b y  

the b o a r d  of d i r e c t o r s  to a d m i n i s t e r  a j o i n t  i n s u r a n c e  a r r a n g e m e n t  o r  

a j o i n t  i n s u rance fund;

(3) " b o a r d "  o r  " b o a r d  of  d i r e c t o r s "  m e a n s  t he b o a r d  of
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1 d i r e c t o r s  p r o v i d e d  for in a c o o p e r a t i v e  agreement;

2 (4) " c o o p e r a t i v e  a g r e e m e n t "  m e a n s  a w r i t t e n  a g r e e m e n t

3 e n t e r e d  i n t o  by two or m o r e  e n t i t i e s  d e s c r i b e d  in AS 2 1 . 7 6 . 0 1 0  for the

4 p u r p o s e  of  e s t a b l i s h i n g ,  op e r a t i n g ,  or  p a r t i c i p a t i n g  in a joint insur-

5 a nce a r r a n g e m e n t ;

6 (5) "fund" or " j oint i n s u r a n c e  fund" m e a n s  a fund e s tab-

7 lished u n d e r  AS  2 1 . 7 6.080;

8 (6) "joint i n s u r a n c e  a r r a n g e m e n t "  m e a n s  a j o int i n s u r a n c e

9 a r r a n g e m e n t  a u t h o r i z e d  u n d e r  AS  21.76.010.

10 * Sec. 2. 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:

11 C H A P T E R  79. A L A S K A  R E I N S U R A N C E  FUND.

12 Sec. 2 1 . 7 9.010. R E I N S U R A N C E  F U N D  ESTA B L I S H E D .  (a) T he A l a s k a

13 r e i n s u r a n c e  fund is e s t a b l i s h e d  as an  account in  the g e n e r a l  fund.

14 T he fund c o n s i s t s  of a p p r o p r i a t i o n s  m a d e  to it by la w  for the p u r p o s e s

15 of this chapter.

16 (b) M o n e y  in the f u n d  m a y  be u s e d  to

17 (1) m a k e  loans to d o m e s t i c  r e c i p r o c a l  insurers, d o m e s t i c

18 c o o p e r a t i v e  insurers, a nd joint u n d e r w r i t i n g  a s s o c i a t i o n s ;

19 (2) p ay r e i n s u r a n c e  claims u n d e r  the r e i n s u r a n c e  c o v e r a g e

20 p r o v i d e d  u n d e r  AS 2 1 . 7 9.050; and

21 (3) p ay a d m i n i s t r a t i v e  e x p enses of the d i v i s i o n  of insur-

22 ance tha t  are n e c e s s a r y  or a p p r o p r i a t e  to c a r r y  out the p u r p o s e s  of

23 this chapter.

24 Sec. 21.79.020. H E A R I N G S  ON  A V A I L A B I L I T Y  O F  IN S U R A N C E .  (a)

25 W i t h i n  30 days a f t e r  r e c e i v i n g  an a p p l i c a t i o n  b y  a m a n u f a c t u r e r ,

26 s e r vice p r o v i d e r ,  a g r o u p  or  a s s o c i a t i o n  r e p r e s e n t i n g  m a n u f a c t u r e r s  or

27 s e rvice p r o v i d e r s ,  an A l a s k a  d o m e s t i c  r e c i p r o c a l  insurer, d o m e s t i c

28 c o o p e r a t i v e  insurer, or the M e d i c a l  I n d e m n i t y  C o r p o r a t i o n  of A l a s k a ,

29 the d i v i s i o n  shall h o l d  a h e a r i n g  on t he a v a i l a b i l i t y  a n d  r a t e
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s t r u c t u r e s  of  a d e q u a t e  c o m m e r c i a l  g e n e r a l  l i a b i l i t y  i n s u r a n c e  a n d  

o t h e r  l i nes of  l i a b i l i t y  a n d  p r o p e r t y  i n s u r a n c e  f o r  the a p p l i c a n t  o r  

m e m b e r s  of  the a p p l i c a n t  g r o u p  or  a s s o c i a t i o n .

(b) In a d d i t i o n  to h e a r i n g s  u n d e r  (a) of t his s e c t i o n ,  the d i v i­

sion  m a y  h o l d  a h e a r i n g  o n  t he a v a i l a b i l i t y  a n d  r a t e  s t r u c t u r e  of 

ad e q u a t e  c o m m e r c i a l  g e n e r a l  l i a b i l i t y  i n s u r a n c e  a n d  o t h e r  lines of 

l i a b i l i t y  a nd p r o p e r t y  i n s u r a n c e  a f t e r  a f i n d i n g  b y  t he d i r e c t o r  tha t  

the line of i n s u r a n c e  h a s  b e c o m e  u n a v a i l a b l e  or  tha t  r a t e s  in t he 

state a re e x c e s s i v e .

Sec. 2 1 . 7 9 . 0 3 0 .  D E T E R M I N A T I O N  O F  A V A I L A B I L I T Y  O F  I N S U R A N C E .  (a) 

W i t h i n  30 days a f t e r  a h e a r i n g  u n d e r  A S  2 1 . 7 9 . 0 2 0 ,  the d i r e c t o r  s h a l l  

d e t e r m i n e  in w r i t i n g ,  b y  order, b a s e d  o n  the h e a r i n g  r e c o r d ,  w h e t h e r  

the i n s u r a n c e  at i s sue i n  the h e a r i n g  is, an d  w i l l  be, r e a s o n a b l y  

a v a i l a b l e  at r a t e s  n e i t h e r  e x c e s s i v e  n o r  i n a d e q u a t e  to c o v e r  a n t i c i­

pate d  clai m s  of the a p p l i c a n t  or a p p l i c a n t s .

(b) If th e  d i r e c t o r  d e t e r m i n e s  u n d e r  (a) of t his s e c t i o n  that a 

line of i n s u r a n c e  is not, o r  w i l l  n o t  b e  a v a i l a b l e  at r a t e s  n e i t h e r  

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

AS 21.79.040.

Sec. 2 1 . 7 9 . 0 4 0 .  I N S U R A N C E  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 S .  (a) 

A f t e r  a d e t e r m i n a t i o n  of u n a v a i l a b i l i t y  o r  i n a d e q u a t e  o r  e x c e s s i v e  

rates u n d e r  AS 2 1 . 7 9 . 0 3 0 ( b ) ,  the d i r e c t o r  m a y  e n c o u r a g e  a n d  a s s i s t  

i n s u r e r s  l i c e n s e d  to o p e r a t e  in the s t a t e  to j o i n  t o g e t h e r  in 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 s  for the p u r p o s e  of a s s u m i n g ,  o n  th e  t e r m s  

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

for the a d j u s t m e n t  a n d  p a y m e n t  of c l a i m s  a r i s i n g  from p r o d u c t ,  s e r­

vice, or o p e r a t i o n a l l y  r e l a t e d  p r o p e r t y  damage, i n j u r i e s ,  d i s a b i l i­

ties, il l n e s s e s ,  a nd d e a t h s .

(b) T h e  d i r e c t o r ,  in a c c o r d a n c e  w i t h  a p p r o p r i a t e  s t a n d a r d s  of
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f i n a n c i a l  r e s p o n s i b i l i t y ,  a c c o u n t i n g ,  o p e r a t i o n ,  r i s k  of  loss, l o s s  

c o n t r o l  a n d  u n d e r w r i t i n g ,  o n  a p p l i c a t i o n  of a p a r t y  or  p a r t i e s  l i s t e d  

i n  A S  2 1 . 7 9 . 0 2 0 ( a )  m a y  a u t h o r i z e  m o d i f i c a t i o n  of t he c a p i t a l  a n d  

s u r p l u s  p r o v i s i o n s  of A S  2 1 . 7 5 . 0 1 0  - 2 1 . 7 5 . 3 4 0 ,  r e l a t i n g  to d o m e s t i c  

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

(c) M o n e y  f r o m  the 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 s  e s t a b l i s h e d  

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

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

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

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

s u r e r  or  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  b a s e d  o n  th e  n e e d s  of t h e  

i n s u r e d s  a n d  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  m e m b e r s ,  a n d  o t h e r  r e l e ­

v a n t  f a c tors.

(d) 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 s  e s t a b l i s h e d  u n d e r  t h i s  

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

A S  2 1 . 7 9 . 0 2 0 ( a )  to i n s u r e r s  o r  to t h e i r  a t t o r n e y  in  fac t  a p p r o v e d  b y  

th e  d i r e c t o r .  If the d i r e c t o r  f i nds, a f t e r  n o t i c e  a n d  h e a r i n g ,  t h a t  

the p r e m i u m s  c h a r g e d  b y  t h e  i n s u r e r s  o r  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 s  m a k e  t h e  i n s u r a n c e  f r o m  t h e  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 s  

u n a v a i l a b l e  o r  a v a i l a b l e  at a rat e  e x c e s s i v e  f o r  m a n u f a c t u r e r s ,  s e r ­

v i c e  p r o v i d e r s  o r  o t h e r  e n t i t i e s  l i s t e d  in AS  2 1 . 7 9 . 0 2 0 ( a ) ,  the d i r e c ­

tor  m a y  a m e n d  t h e  terms a n d  c o n d i t i o n s  of r e i n s u r a n c e  u n d e r  AS 2 1 . 7 9 . -  

0 5 0  to d e c r e a s e  the p r e m i u m s  to be  p a i d ,  a p p r o v e  loans f r o m  AS  2 1 . 7 9 . -  

0 1 0  f u n d s  to 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 s ,  o r  t a k e  o t h e r  a c t i o n s  

a u t h o r i z e d  b y  law.

Sec. 2 1 . 7 9 . 0 5 0 .  R E I N S U R A N C E  C O V E R A G E .  (a) A f t e r  a f i n d i n g  

u n d e r  A S  2 1 . 7 9 . 0 3 0 ( b )  of  u n a v a i l a b i l i t y  o r  a v a i l a b i l i t y  o n l y  at e x c e s ­

si v e  r a tes, t h e  d i r e c t o r  m a y  tak e  n e c e s s a r y  a c t i o n  to m a k e  r e i n s u r a n c e  

c o v e r a g e  a v a i l a b l e  to t h e  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 s  f o r m e d  u n d e r
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1 A S  2 1 . 7 9 . 0 4 0  or  to A l a s k a  d o m e s t i c  r e c i p r o c a l  i n s u r e r s ,  A l a s k a  d o mes-

2 t ic c o o p e r a t i v e  i n s u r e r s ,  o r  the M e d i c a l  I n d e m n i t y  C o r p o r a t i o n  of

3 A l a s k a .  T h e  d i r e c t o r  m a y  a l s o  m a k e  r e i n s u r a n c e  a v a i l a b l e  d i r e c t l y  to

4 i n s u r e r s  that p a r t i c i p a t e  in 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 s  e s tab-

5 l i s h e d  u n d e r  A S  2 1 . 7 9 . 0 4 0  f or the p o r t i o n  of t h e i r  b u s i n e s s  tha t  is

6 r e l a t e d  to  a line of i n s u r a n c e  that t he d i r e c t o r  d e t e r m i n e s  is un-

7 a v a i l a b l e  o r  a v a i l a b l e  only at e x c e s s i v e  r a t e s  u n d e r  AS  2 1 . 7 9 . 0 4 0 .

8 A c t i o n  a u t h o r i z e d  u n d e r  this s u b s e c t i o n  i n c l u d e s  the a u t h o r i t y  to

9 e n t e r  i n t o  a c o n t r a c t  w i t h  a r e c i p r o c a l  i n s u r e r ,  c o o p e r a t i v e  insurer,

10 t he M e d i c a l  I n d e m n i t y  C o r p o r a t i o n  of A l a s k a ,  o r  j o i n t  u n d e r w r i t i n g

11 a s s o c i a t i o n  f or r e i n s u r a n c e  c o v e r a g e  b a s e d  o n  a p r e m i u m ,  fee, o r  o t h e r

12 c h a r g e  set by  the d i r e c t o r ,  and to a p p r o v e  l o ans f r o m  the r e i n s u r a n c e

13 fund.

14 (b) T h e  d i r e c t o r  shall i n c l u d e  i n  a c o n t r a c t  or a r r a n g e m e n t

15 u n d e r  this s e c t i o n  th e  terms the d i r e c t o r  c o n s i d e r s  n e c e s s a r y  to c a rry

16 out the p u r p o s e s  of  thi s  c h a p t e r  an d  to p r o t e c t  s t a t e  funds l o a n e d  or

17 e n t r u s t e d .  T h e  r e i n s u r a n c e  m a y  be s u b j e c t  to d e d u c t i b l e s  a n d  o t h e r

18 r e s t r i c t i o n s  a n d  l i m i t a t i o n s  d e t e r m i n e d  b y  the d i r e c t o r  to b e  p r u d e n t .

19 P r e m i u m s  c o l l e c t e d  s h a l l  be  p a i d  into t h e  g e n e r a l  fund.

20 (c) Th e  d i r e c t o r  m ay not p r o v i d e  r e i n s u r a n c e  u n d e r  this s e c t i o n

21 to a m a n u f a c t u r e r ,  s e r v i c e  p r o v i d e r ,  i n s u r e r ,  M e d i c a l  I n d e m n i t y  Corpo-

22 r a t i o n  of A l a s k a ,  or joint u n d e r w r i t i n g  a s s o c i a t i o n  that

23 (1) t he d i r e c t o r  d e t e r m i n e s  to h a v e  a s s e t s  b e l o w  a c c e p t a b l e

24 l i m i t s  of c a p i t a l  o r  surplus; or

25 (2) h as n o t  a d o p t e d  r e a s o n a b l e  p r o t e c t i v e  m e a s u r e s  to

26 p r e v e n t  loss, c o n s i s t e n t  w i t h  s t a n d a r d s  a d o p t e d  by the d i r e c t o r  u n d e r

27 AS 2 1 . 7 9 . 1 0 0 ( a ) .

28 (d) R e i n s u r a n c e  o f f e r e d  u n d e r  t h i s  s e c t i o n  s h a l l  r e i m b u r s e  a n

29 i n s u r e r  or  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  f o r  its t o t a l  p r o v e d  a n d
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1 a p p r o v e d  c l a i m s  f or c o v e r e d  losses r e s u l t i n g  from p r o d u c t ,  service, or

2 o p e r a t i o n a l l y  r e l a t e d  p r o p e r t y  damage, injuries, d i s a b i l i t i e s ,  ill-

3 nesses, a nd d e a t h s  d u r i n g  t he t e r m  of t h e  r e i n s u r a n c e  c o n t r a c t  or

4 o t h e r  a g r e e m e n t ,  a b o v e  t h e  amount of the insurer's or j o i n t  u n d e r w r i t  -

5 ing a s s o c i a t i o n ' s  r e t e n t i o n  of the l o s s e s  as p r o v i d e d  in the r e i n s u r -

6 ance contract.

7 (e) R e i n s u r a n c e  c l a i m s  u n d e r  this s e c t i o n  shall be p a i d  f r o m  the

8 fund e s t a b l i s h e d  in AS 2 1 . 7 9 . 0 1 0  w i t h i n  90 days of r e c e i p t  by the

9 d i r e c t o r  of p r o o f  of loss.

10 Sec. 2 1 . 7 9 . 0 6 0 .  C O N T R A C T I N G  W I T H  IN S U R A N C E  C O M P A N I E S .  T h e

11 d i r e c t o r  m a y  c o n t r a c t  w i t h  a l i c e n s e d  insurer, agent, broker, or

12 i n s u r a n c e  s e r v i c e  o r g a n i z a t i o n  to a d m i n i s t e r  a p r o g r a m  or  p r o g r a m s

13 e s t a b l i s h e d  u n d e r  this chapter, e x c e p t  that the d i r e c t o r  m ay not

14 d e l e g a t e  the r e s p o n s i b i l i t i e s  d e s c r i b e d  in  AS 21.79.020. (g "

15 Sec. 21 . 7 9 . 1 0 0 .  G E N E R A L  R E S T R I C T I O N S  ON P R O G R A M S  U N D E R  T H I S

16 CHAPTER. (a) T h e  d i r e c t o r  shall e n s u r e  that p r o g r a m s  o p e r a t e d  u n d e r

17 this c h a p t e r

18 (1) do  not act as d i s i n c e n t i v e s  for i m p r o v e m e n t s  in p r o d u c t

19 safety, safe s e r v i c e  d e l i v e r y ,  or saf e  o p e r a t i n g  p r a c t i c e s ;

20 (2) p r o m o t e  p r o d u c t  safety, safe service d e l i v e r y ,  a nd s afe

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

22 for r i s k  m a n a g e m e n t  a n d  loss c o n t r o l  tha t  are a g r e e d  o n  by  the d i r e c -

23 tor, 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 s ,  insurers, a n d  i n s u r e d s  a n d

24 a p p r o v e d  by the d i r e c t o r  as a p r e r e q u i s i t e  for e l i g i b i l i t y  for the

25 p r o g r a m s  u n d e r  this chapter.

26 (b) A  m a n u f a c t u r e r ,  service p r o v i d e r ,  or o t h e r  e n t i t y  l i s t e d  in

27 AS 2 1 . 7 9 . 0 2 0  t hat b e n e f i t s  from a p r o g r a m  u n d e r  this chapter, s h a l l

28 a g r e e  that the r e l e v a n t  p r o d u c t  or  s e r v i c e  wil l  r e m a i n  a v a i l a b l e  to

29 t he p u b l i c  d u r i n g  t h e  p e r i o d  in  w h i c h  the m a n u f a c t u r e r ,  s e r v i c e
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1 p r o v i d e r ,  or o t h e r  e n t i t y  p a r t i c i p a t e s  i n  the p r o g r a m s .

2 (c) A n  i n s u r e r  tha t  b e n e f i t s  f r o m  p r o g r a m s  u n d e r  this c h a p t e r

3 s h a l l  a g r e e  that i n s u r a n c e  t h a t  is w r i t t e n  d u r i n g  t h e  p e r i o d  i n  w h i c h

4 t he i n s u r e r  or its i n s u r e d  m a n u f a c t u r e r ,  s e r v i c e  p r o v i d e r ,  o r  o t h e r

5 e n t i t y  l i s t e d  in A S  2 1 . 7 9 . 0 2 0 ,  p a r t i c i p a t e s  in  t h e  p r o g r a m s  w i l l

6 c h a r g e  p r e m i u m s  t hat a re b a s e d  o n  a n  e x p e r i e n c e  r a t e  a nd that a re n o t

7 e x c e s s i v e  or  i n a d e q u a t e  w h e n  b a s e d  o n  r e a s o n a b l e  a s s u m p t i o n s  a n d

8 p r o b a b i l i t i e s .

9 Sec. 21. 7 9 . 1 1 0 .  E N F O R C E M E N T  O F  T H I S  C H A P T E R .  (a) At  t h e  re-

10 q u e s t  of  the d i r e c t o r ,  th e  a t t o r n e y  g e n e r a l  s h a l l  b r i n g  an a c t i o n  in

11 t he a p p r o p r i a t e  court to r e c o v e r  f r o m  a p e r s o n  t he amount of a n  u n p a i d

12 r e i n s u r a n c e  p r e m i u m  l a w f u l l y  p a y a b l e  by t h e  i n s u r e r  to the d i r e c t o r  or

13 to the m a n a g e r  s e l e c t e d  u n d e r  A S  2 1 . 7 9 . 0 6 0 .

09* 14 (b) A n  a c t i o n  u n d e r  t h i s  s e c t i o n  m u s t  be b r o u g h t  w i t h i n  f i v e

15 y e a r s  of the d a t e  the r i g h t  to p a y m e n t  a c c r u e d .  If  false o r  f r a u d u -

16 lent c o n duct w a r r a n t s ,  t he c l a i m  is n ot c o n s i d e r e d  to h a v e  a c c r u e d

17 u n t i l  its di s c o v e r y .

18 (c) A r e c o v e r y  u n d e r  this s e c t i o n  s h a l l  be  d e p o s i t e d  in t he

19 g e n e r a l  fund.

20 Sec. 2 1 . 7 9.200. P E R I O D I C  R E V I E W  O F  P R O G R A M S .  T he d i r e c t o r  s h a l l

21 p e r i o d i c a l l y  r e v i e w  th e  p r o g r a m s  o p e r a t i n g  u n d e r  this c h a p t e r  a n d

22 a n n u a l l y  report to the l e g i s l a t u r e  w i t h i n  t he f i r s t  10 d a y s  of e a c h

23 r e g u l a r  session, b e g i n n i n g  w i t h  th e  S e c o n d  S e s s i o n  of  the F i f t e e n t h

24 L e g i s l a t u r e ,  c o n c e r n i n g

25 (1) w h e t h e r  t h e  p r o g r a m s  ar e  e f f e c t i v e l y  m a k i n g  c o m m e r c i a l

26 g e n e r a l  l i a b i l i t y  a nd o t h e r  e s s e n t i a l  l i nes o f  l i a b i l i t y  i n s u r a n c e

27 r e a d i l y  a v a i l a b l e  to t he e n t i t i e s  l i s t e d  in  A S  2 1 . 7 9 . 0 2 0 ;

28 (2) the d i r e c t o r ' s  r e c o m m e n d a t i o n s  f o r  r e v i s i n g  t h i s  c h a p -

29 t er in  o r d e r  that it m a y  m o r e  e f f e c t i v e l y  a c h i e v e  its p u r p o s e s .I &
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* Sec. 3. A S  2 1 . 3 9 . 1 5 5 ( a )  is a m e n d e d  to read:

(a) T h e  d i r e c t o r  m a y  r e q u i r e  c a r r i e r s ,  e x c e p t  a r e c i p r o c a l  

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

n o n p r o f i t  p u b l i c  u t i l i t i e s  u n d e r  A S  2 1 . 7 5  or a j o i n t  i n s u r a n c e  a r ­

r a n g e m e n t  f o r m e d  u n d e r  A S  2 1 . 7 6 , as a c o n d i t i o n  o f  w r i t i n g  a l i n e  of 

i n s u r a n c e  d e a l i n g  w i t h  w o r k e r s '  c o m p e n s a t i o n ,  to p a r t i c i p a t e  i n  an  

a s s i g n e d  r i s k  p o o l  if t h e  d i r e c t o r  f i n d s  that m a n d a t o r y  c a r r i e r  p a r t ­

i c i p a t i o n  is i n  the p u b l i c  i n t e r e s t .

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

(5) " i n s o l v e n t  i n s u r e r "  m e a n s  an i n s u r e r

(A) a u t h o r i z e d  to t r a n s a c t  i n s u r a n c e  in thi s  state,

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

o n l y  m u n i c i p a l i t i e s  o r  n o n p r o f i t  p u b l i c  u t i l i t i e s ,  a j o i n t  i n s u r­

anc e  a r r a n g e m e n t  f o r m e d  u n d e r  A S  21.76, t h e  M e d i c a l  I n d e m n i t y

C o r p o r a t i o n  of A l a s k a ,  a n d  t he H e a l t h  C a r e  P r o v i d e r s  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  e s t a b l i s h e d  u n d e r  AS  2 1 . 8 8 ,  e i t h e r  at the 

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

and

(B) d e t e r m i n e d  to b e  i n s o l v e n t  b y  a c o u r t  of  c o m p e­

tent  j u r i s d i c t i o n ;

* Sec. 5. A S  2 1 . 8 0 . 1 8 0 ( 6 )  is a m e n d e d  to read:

(6) " m e m b e r  i n s u r e r "  m e a n s  a p e r s o n ,  e x c e p t  a n  a s s e s s a b l e  

r e c i p r o c a l  i n s u r e r  f o r m e d  by  a n d  i n s u r i n g  o n l y  m u n i c i p a l i t i e s  o r  

n o n p r o f i t  p u b l i c  u t i l i t i e s ,  a j o i n t  i n s u r a n c e  a r r a n g e m e n t  f o r m e d  u n d e r  

AS 2 1 . 7 6 ,  t h e  M e d i c a l  I n d e m n i t y  C o r p o r a t i o n  of A l a s k a ,  a n d  t h e  H e a l t h  

C a r e  P r o v i d e r s  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  e s t a b l i s h e d  u n d e r  

AS  2 1 . 8 8 ,  w h o

(A) w r i t e s  a ny k i n d  o f  i n s u r a n c e  t o  w h i c h  t h i s  c h a p­

t e r  a p p l i e s  u n d e r  A S  2 1 . 8 0 . 0 2 0  i n c l u d i n g  t he e x c h a n g e  o f

c
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1 r e c i p r o c a l  o r  i n t e r i n s u r a n c e  c o n t r a c t s ,  and

2 (B) is l i c e n s e d  to t r a n s a c t  i n s u r a n c e  i n  t h i s  state;

3 * Sec. 6. By t h e  f i f t h  d a y  of t he F i r s t  S e s s i o n  o f  t h e  F i f t e e n t h  L e g i s -

4 lature, t he c o m m i s s i o n e r  of  c o m m e r c e  a n d  e c o n o m i c  d e v e l o p m e n t  s h a l l  r e p o r t

5 to the l e g i s l a t u r e  c o n c e r n i n g

6 (1) the n a t u r e  a n d  e x t e n t  of a n t i c i p a t e d  u s e  of t h e  i n s u r a n c e

7 i n d u s t r y  i n  the d e l i v e r y  of r e i n s u r a n c e  u n d e r  sec. 2 of t h i s  A ct to

a
8 m a n u f a c t u r e r s ,  s e r v i c e  p r o v i d e r s ,  i n s u r e r s ,  a nd j o i n t  u n d e r w r i t i n g

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

10 (2) a n t i c i p a t e d  c o s t s  of p r o v i d i n g  r e i n s u r a n c e  u n d e r  sec. 2 of

11 thi s  A c t ;

12 (3) t he i d e n t i t y  of a p p l i c a n t s  t hat h a v e  c o n t a c t e d  t h e  d e p a r t -

13 m e n t  a b out the p r o g r a m s  t h a t  w o u l d  be a u t h o r i z e d  u n d e r  thi s  A c t ;  and

14 (4) t he i d e n t i t y  of a f f e c t e d  p a r t i e s  that m i g h t  b e n e f i t  f r o m

15 p a r t i c i p a t i o n  in t he p r o g r a m s  a u t h o r i z e d  u n d e r  this Act.

16 * Sec. 7. AS  2 1 . 3 6 . 1 9 0  is repealed.

17 * Sec. 8. S e c t i o n s  1 a n d  3 - 7 of t h i s  Act take e f f e c t  i m m e d i a t e l y  in

18 a c c o r d a n c e  w i t h  A S  0 1 . 1 0 . 0 7 0 ( c ) .

19 * Sec. 9. S e c t i o n  2 o f  t h i s  Ac t  t a k e s  e f f e c t  M a r c h  1, 1987.
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