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1 IN T H E  H O U S E  C O M M E R C E  C O M M I T T E E

2 CS FOR S P O N S O R  S U B S T I T U T E  F O R  H O U S E  B I L L  NO. 506 (L&C)

3 IN T H E  L E G I S L A T U R E  OF  T H E  S T ATE OF  A L A S K A

A 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 or an Act entitled: " An Act r e l a t i n g  to insurance; and p r o v i d i n g  for a n

7 e f f e c t i v e  date."

8 BE  IT E N A C T E D  BY T H E  L E G I S L A T U R E  OF  T H E  S T ATE OF ALASKA:

9 * S e c t i o n  1. AS 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. 21.76.010. A U T H O R I T Y  T O  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 ,  scho o l  d i s t ricts, a n d  r e g i o n a l  e d u c a -

13 t i onal a t t e ndance areas m a y  e n t e r  into 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 ach o t her for 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 ating, or p a r t i c i p a t -

15 ing i n  joint 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  the p a r t i c i p a t i n g

16 m e m b e r s  agree to poo l  c o n t r i b u t i o n s  and

17 (1) assume r i s k s  f r o m  losses o n  a g r o u p  basis; or

18 (2) p u r c h a s e  c o v e r a g e  on  a group basis.

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

20 ance defined by  this t i t l e  e x c e p t  for life i n s u r a n c e  and t i t l e  insu r -

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  shall be c o n s i d e r e d  an  a l t e r -

23 n a t i v e  or s u p p lement to  any o t h e r  p o l i c y  or  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  or 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  AS  21.75.

25 Sec. 21.76.020. R E G U L A T I O N  B Y  D I V I S I O N  OF INSURANCE. A  j o i n t

26 in s u r a n c e  a r r a n g e m e n t  m a y  not b e  c o n s i d e r e d  i n s u r a n c e  for t h e  p u r p o s e

27 of a ny other law of t h e  s t ate a n d  is not s u b ject to r e g u l a t i o n s  of  t h e

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

29 Sec. 21.76.030. G E N E R A L  P R O V I S I O N S  OF  C O O P E R A T I V E  A G R E E M E N T S .  A

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

(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  b y  a b o a r d  of  d i r e c­

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  a n 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  fo r  the p r o p e r  f u n c t i o n i n g  of the b o a r d ;

(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 r s o n s  as 

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

p a r t i c i p a t i n g  m e m b e r s  and the n a m e s  of  t he m e m b e r s  o f  the b o a r d  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 n d  p r o m o t e  a n  a g g r e s s i v e  r i s k  

m a n a g e m e n t  a nd p r o g r a m  a m o n g  th e  m e m b e r s  of the a r r a n g e m e n t ,  i n 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  a nd r e d u c i n g  the risks t h a t  ca n  b e  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 n d  i m p r o v e d  w o r k  

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

(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  o r  p a y m e n t s  

in d e f a u l t  f rom 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  fro 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  a u d i t  r e p o r t s  

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  and d i s p o s i n g  of  its a s­

sets; an d

(10) e s t a b l i s h i n g  a n d  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. 2 1 . 7 6 . 0 4 0 .  F I N A N C I A L  P R O V I S I O N S  OF  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 e e m e n t  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  a n  a n n u a l  

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

l o s s e s  o f  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  a r e  a c t u a r i a l l y  sound.

(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  s h a l l  b e  s u b j e c t  to a n  a n n u a l  

i n d e p e n d e n t  a u d i t .  T h e  a u d i t  s h a l l  be  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  

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 n d  m u s t  i n c l u d e  a r e v i e w  of the 

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

t h i s  s e c t i o n .  T h e  a>'dit r e p o r t  m u s t  i n c l u d e  c e r t i f i c a t i o n  f r o m  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  of t he 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  

that t h e  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 b e  s o u n d  a n d  th e  l e v e l  of 

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

(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 a l l  u s e  a m e t h o d  of a c c o u n t­

ing t h a t  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  p r i n­

ci p l e s  .

Sec. 2 1 . 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  

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  

i nto c o n t r a c t s  f o r  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 h e  f u n c t i o n s  o f  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 .  T h e  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 

f u n c t i o n s  m u s t  b e  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 h i s  t i t l e  if this 

t i t l e  so r e q u i r e s .

Sec. 2 1 . 7 6 . 0 6 0 .  D E L E G A T I O N  O F  P O W E R  T O  S E T T L E  C L A IMS. A  c o o p e r­

a ti v e  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  o f  d i r e c t o r s ,  o r  a u t h o r i z e  

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

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 t t l e  c l a i m s  o n  b e h a l f  o f  t h e  

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

Sec. 2 1 . 7 6 . 0 7 0 .  E X C E S S  I N S 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

a u t h o r i z e  t h e  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  o r  c a t a s t r o p h i c

X
i n s u r a n c e  o n  b e h a l f  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 m e n t .  T h e  c o s t  of  

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

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

t h r o u g h  a l i c e n s e d  s u r p l u s  lines broker.

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  

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. Th e  f u n d  c o n s i s t s  

of m o n e y

(1) c o n t r i b u t e d  b y  m e m b e r s  of the j o int 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  b u d g e t a r y  a p p r o p r i a t i o n s  or  t r a n s f e r s  from a s e l f - i n s u r­

a n c e  reserve;

(2) c o n t r i b u t e d  by o f f i c e r s  a nd e m p l o y e e s  of m e m b e r s  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  u n d e r  an  e m p l o y e e  benefit plan; a n d

(3) c o l l e c t e d  by 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  t h r o u g h  

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  the f und to a m e m b e r  of the a r r a n g e­

m e n t  .

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

to pay claims, losses, or b e n e f i t s ,  i n c l u d i n g  interest o n  them, and 

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  in c o n n e c t i o n  w i t h  

them, i n v o l v i n g  the t y pes of p r o t e c t i o n  for w h i c h  the f u n d  p r o v i d e s  

c o v e r a g e  as s p e c i f i e d  in the j o i n t  i n s u r a n c e  agreement.

(c) T he 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  

funds of a m e m b e r  of a j o int i n s u r a n c e  a r r a n gement.

(d) F o r  e a c h  typ e  of p r o t e c t i o n  o f f e r e d  by  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 ,  the m e t h o d  of  a c c o u n t i n g  m u s t  sho w  the o r der, source, 

date, a nd a m o u n t  of e a c h  p a y m e n t  f r o m  the fund.

(e) W i t h i n  60 days of t h e  e n d  of the fiscal year, the a d m i n i s­

trat 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 th e  o p e r a t i o n  a nd c o n d i t i o n

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

T h e  repo r t  f u r n i s h e d  to t he 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  

for p u b l i c  i n s p e c t i o n .
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(£) M o n e y  h e l d  by a fund as r e s e r v e s  an d  m o n e y  n ot 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  by  t he b o a r d  of di 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  the a d m i n i s t r a t o r  c e r t i­

fies that a n  amou n t  of m o n e y  su f f i c i e n t  to p ay a c c r u e d  and co 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  account.

Sec. 21.76.090. F I L I N G  OF A G R E E M E N T .  Th e  b o a r d  of d i r e c t o r s  

shall file a copy of the coo 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 

in s u r a n c e  at least 60 day s  before the e f f e c t i v e  d a t e  of the agreement. 

T he a g r e e m e n t  shall be a v a i l a b l e  f or p u b l i c  inspection.

Sec. 21.76.100. REGULATIONS. A  c o o p e r a t i v e  a g r e e m e n t  m ay a u­

thorize the b o a r d  of d i r e ctors to a d o p t  r e g u l a t i o n s  n ot i n c o n s i s t e n t  

w i t h  law for the fair and e q u i table a d m i n i s t r a t i o n  of the j o int i n s u r­

ance a r r a n g e m e n t  and the joint i n s u r a n c e  fund.

Sec. 21.76.110. SUBROGATION. 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  has 

a cause of a c t i o n  for reim 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  for a loss or i n jury if the 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 the loss or injury from a t h i r d  party. T he j o int i n s u r a n c e  a r­

rangement also has a d i rect cause of a c t i o n  for r e i m b u r s e m e n t  against 

a third p a r t y  r e s p o n s i b l e  for loss or i n j u r i e s  s u s t a i n e d  by  a p a r t i c­

ipating m e m b e r  if the joint a r r a n g e m e n t  has p a i d  m o n e y  to the p a r t i c­

ipating m e m b e r  for the loss or i n j u ries.

Sec. 21.76.900. DEFINITIONS. I n  this c h a p t e r

(1) " a d j ustment ex p e n s e s "  m e a n s  e x p e n s e s  for i n v e s t i g a t i v e ,  

processing, legal, actuarial, a r b i t r a t i o n ,  and s e t t l e m e n t  s e r vices 

incurred in the a d j u stment of losses, claims, or  be n e f i t s ;

(2) " administrator" 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  by 

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

a joint in s u r a n c e  fund;

(3) "board" or  "board of  d i r e c t o r s "  m e a n s  the b o a r d  of

-5- C S S S H B  5 0 6 (L&C)
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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  a g r e e m e n t ;
i
(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  

e n t e r e d  i n t o  b y  t wo o r  m o r e  e n t i t i e s  d e s c r i b e d  i n  AS  2 1 . 7 6 . 0 1 0  f o r  t he 

p u r p o s e  o f  e s t a b l i s h i n g ,  o p e r a t i n g ,  or  p a r t i c i p a t i n g  in  a j o i n t  i n s u r­

an c e  a r r a n g e m e n t ;

(5) "fun d "  or  " j o i n t  i n s u r a n c e  f u n d "  m e a n s  a f u n d  e s t a b­

lis h e d  u n d e r  A S  2 1 . 7 6 . 0 8 0 ;

(6) " 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 e a n 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  a u t h o r i z e d  u n d e r  A S  21 . 7 6 . 0 1 0 .

* Sec. 2. 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  by  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  21.75 o r  a j o i n t  i n s u r a n c e  a r ­

ra n g e m e n t  f o r m e d  u n d e r  AS 2 1 . 7 6 , as a c o n d i t i o n  of w r i t i n g  a line 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  a n  

a s s i g n e d  r i s k  p o o l  if t he d i r e c t o r  finds tha t  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 in t he p u b l i c  i n t e r e s t .

* Sec. 3. 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  a n  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  t h i s  stat e ,

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

an 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 .76, 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 ,  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  A S  2 1 . 8 8 ,  e i t h e r  at t he 

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

a n d

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

j u r i s d i c t i o n ;
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1 * Sec. 4. A S  1 1 . 8 0 . 1 8 0 ( 6 )  is a m e n d e d  t o  read:

2 (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  an  a s s e s s a b l e

3 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

4 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

5 AS 21.7 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

6 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

7 AS 2 1 .88, w h o

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

9 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  th e  e x c h a n g e  of r e c i p r o c a l

10 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 ,  a n d

11  (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  in  t h i s  state;

12  * Sec. 5. A S  2 1 . 3 6 . 1 9 0  is r e p e a l e d .

13 * Sec. 6. T h i s  A c t  t a k e s  e f 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 0 1.-

14  10.070(c).
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