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I n t r o d u c e d :  2/14/86
R e f e r r e d :  L a b o r  & C o m m e r c e ,
J u d i c i a r y  a n d  F i n a n c e

IN T H E  H O U S E  B Y  W A L L I S  A N D  B I N K L E Y

H O U S E  B I L L  NO .  585 

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  OF  A L A S K 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  

A  B I L L

F o r  an  A c t  entitled: " A n  Ac t  r e l a t i n g  t o  i n s u r a n c e ;  a u t h o r i z i n g  s c h o o l

d i s t r i c t s  to f o r m  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 ;  

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

g r o u p  insurance; a n d  p r o v i d i n g  f or an  e f f e c t i v e  

d a t e . "

B E  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 A T E  OF  ALASKA:

* 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 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 .

Sec. 2 1 . 7 6 . 0 1 0 .  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

MEN T S .  (a) S c h o o l  d i s t r i c t s  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  e a c h  o t h e r  fo 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 ,  or 

p a r t i c i p a t i n g  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  the 

p a r t i c i p a t i n g  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  an d

(1) a s s u m e  r i sks f r o m  l o s s e s  o n  a g r o u p  basis; or

(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  basis.

(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 a y  be f or a n y  k i n d  of i n s u r­

an c e  d e f ined b y  thi s  t i tle except f o r  lif e  i n s u r a n c e  a n d  t i t l e  i n s u r­

anc 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  shall b e  c o n s i d e r e d  an  a l t e r­

n a t i v e  or s u p p l e m e n t  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  

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.

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  INS U R A N C E .  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 a y  not be  c o n s i d e r e d  i n s u r a n c e  f or t he p u r p o s e  

of any o t h « r  l a w  of  t h e  state a n d  is n o t  s u b j e c t  to r e g u l a t i o n s  o f  t h e
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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  i n  t h i s  c h a p t e r .

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  OF  C O O P E R A T I V E  A G R E E M E N T S .  A  

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 the p r o p e r  o p e r a t i o n  o f  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 ,  a n d  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  o f  t h e  a r r a n g e m e n t  by a b o a r d  of  d i r e c­

tors, s p e c i f y i n g  t he n u m b e r  o f  m e m b e r s  of t h e  b o a r d  a nd 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  f o r  t h e  p r o p e r  f u n c t i o n i n g  of th e  b o a r d ;

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

n e c e s s a r y  f or t he p r o p e r  f u n c t i o n i n g  of t h 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  o f  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  a n d  t he n a m e s  of t he m e m b e r s  of t h e  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 n d  p r o g r a m  a m o n g  t h e  m e m b e r s  o f  t h e  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  f o r  i d e n t i f y i n g  a n d  r e d u c i n g  t h e  r i s k s  tha t  c a 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 n d  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 r o m  m e m b e r s  of  t h e  a r r a n g e m e n t ;

(6) t he a d d i t i o n  o f  n e w  m e m b e r s  to th e  a r r a n g e m e n t  o r  the

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

(7) t h e  m e t h o d  of a p p o r t i o n i n g  c o s t s  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  o f  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 t he 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  t h e  a r r a n g e m e n t  a n d  d i s p o s i n g  o f  its a s ­

sets; a n 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  O F  A G R E E M E N T S .  (a) 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  m u s 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  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  of the 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 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  f or 

l o s s e s  o f  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  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  audi t .  The a u d i t  s h a l l  b e  c o n d u c t e d  in 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  and m u s t  i n clude a r e v i e w  of  t he 

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 u 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  th 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  

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  sound a n d  the l e v e l  of 

t he r e s e r v e s  a r e  adequate.

(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  tha 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

cip 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  the b o a r d  of d i r e c t o r s  to  e n t e r  

i n t o  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 he f u n c t i o n s  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 .  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  th e  

f u n c t i o n s  m u s 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  thi s  t i t l e  if thi s  

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

at i v e  a g r e e m e n t  m a y  d e l e g a t e  to t h e  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  

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  grou 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 aims o n  b e h a l f  of  the 

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 he 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  

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  cost of



r

1 the i n s u r a n c e  shall be a p p o r t i o n e d  in the m a n n e r  s p e c i f i e d  in the

2 joint i n s u r a n c e  a g r e ement. 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

3 this s e c t i o n  o n l y  f r o m  an 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

4 state 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

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

6 Sec. 21.76.080. 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

7 a r r a n g e m e n t  shall 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  fund consists

8 of money

9 (1) c o n t r i b u t e d  by  m e m b e r s  of the j o int i n s u r a n c e  arrange-

10 ment 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  f r o m  a self-

11 insurance reserve;

12 (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

13 joint 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  b e n e f i t  plan; and

14 (3) c o l l e c t e d  by the j o int in 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

15 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 u n d  to a m e m b e r  of the arrange-

16 ment.

17 (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 und only

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

19 the a d m i n i s t r a t i v e  and 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

20 them, i n v o l v i n g  the types 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

21 coverage as s p e c i f i e d  in the j o int i n s u r a n c e  agreement.

22 (c) The a d m i n i s t r a t o r  s h all k e e p  the fund s e p a r a t e  from o t h e r

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

24 (d) F or e a c h  type 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  in s u r a n c e

25 a rrangement, the 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  the order, source,

26 date, a n d  amount of e a c h  p a y m e n t  f r o m  the fund.

27 (e) W i t h i n  60 days of the e n d  o f  the f i scal year, t he adminis-

28 trator s h all f u r n i s h  a d e t a i l e d  r e p o r t  of the o p e r a t i o n  a n d  c o n d i t i o n

29 of the f u n d  to the 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 insurance.
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T h e  report f u r n i s h e d  to th e  d i r e c t o r  of i n s u r a n c e  s h a l l  be a v a i l a b l e  

fo r  p u b l i c  in s p e c t i o n .

(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  n o t  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  f und m a y  not be 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 that a n  a m o u n t  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  h a s  b e e n  p l a c e d  in a f u lly 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 . 0 9 0 .  F I L I N G  OF 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 file a c o p y  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  t h e  d i r e c t o r  of 

i n s u r a n c e  at least 60 days b e f o r e  the 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 a l l  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 . 1 0 0 .  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 ­

th o r i z e  t he 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  n o t  i n c o n s i s t e n t  

w i t h  law fo r  t h e  fai r  a nd 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 . 1 1 0 .  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  has 

a cause of a c t i o n  for 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 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  

fo r  the loss o r  i n j u r y  f r o m  a t h i r d  p a rty. T h e  joint i n s u r a n c e  

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

a g a inst a t h i r d  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 the j o int 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 i p a t i n g  m e m b e r  f or th e  loss o r  i n j u r i e s .

Sec. 2 1 . 7 6 . 9 0 0 .  D E F I N I T I O N S .  I n  t h i 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 or i n v e s t i g a t i v e ,  

p r o c e s s i n g ,  lega l ,  ac 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 t h e  a d j u s t m e n t  of losses, c l a i m s ,  o r  b e n e f i t s ;

(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  by 

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  or



a j o i n t  i n s u r a n c e  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 h e  b o a r d  of 

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

(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  by t w o  o r  m o r e  s c h o o l  d i s t r i c t s  f o r  t he 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 i n g  in  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 ;

(5) " f u n d "  o r  " 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

li s h e d  u n d e r  AS 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  2 1 . 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 r e a d :

(a) T he 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  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  u n d e r  AS 2 1 . 7 5  o 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  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  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  in a n  

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  t hat 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 h e  p u b l i c  i n t erest.

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

(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  i n  t h i s  state, 

e x c e p t  an 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

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 ,  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  the 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 h e  

t i m e  the 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 ,
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(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  o f  c o m p e­

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

* Sec. 4. AS  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 cept 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  only 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  

A S  21.76, 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  o f  A l a ska, a n d  the 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  21.88, w h o

(A) w r i t e s  any k i n d  of i n s u r a n c e  to w h i c h  this c h a p­

ter  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  r e c i p r o­

cal o r  i n t e r i n s u r a n c e  co n t r a c t s ,  a n d

(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  thi s  state;

* Sec. 5. A S  2 1 . 3 6 . 1 9 0  is repealed.

* Sec. 6. T h i s  A c t  t a k e s  effe c t  i m m e d i a t e l y  i n  a c c o r d a n c e  w i t h  A S  01.-

10.070(c).
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