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BY T H E  L A B O R  A N D
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 H O U S E  B I L L  NO. 702

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

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

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. 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  79. A L A S K A  R E I N S U R A N C E  FUND.

11 Sec. 21 . 7 9 . 0 1 0 .  R E I N S U R A N C E  F U N D  E S T A B L I S H E D .  (a) T he A l a s k a

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

13 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 law for the p u r p o s e s

14 of this chapter.

15 (b) M o n e y  in the f u n d  m ay be u s e d  to pay

16 (1) 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

17 p r o v i d e d  u n d e r  AS  21 . 7 9 . 0 5 0 ;  and

18 (2) a d m i n i s t r a t i v e  e x p e n s e s  of the D e p a r t m e n t  of  C o m m e r c e

19 and E c o n o m i c  D e v e l o p m e n t  that 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

20 out the p u r p o s e s  of this chapter.

21 Sec. 2 1 . 7 9.020. H E A R I N G S  ON A V A I L A B I L I T Y  O F  INSURANCE. (a)

22 W i t h i n  30 d a y s  a f ter r e c e i v i n g  an  a p p l i c a t i o n  by  a m a n u f a c t u r e r ,

23 s e r v i c e  p r o v i d e r ,  or 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

24 or  service p r o v i d e r s ,  t he d i v i s i o n  s h all h o l d  a h e a r i n g  on t he

25 a v a i l a b i l i t y  a n d  a f f o r d a b i l i t y  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 bil-

26 ity i n s u r a n c e  an d  o t h e r  lines of in s u r a n c e  fo r  the ap p l i c a n t  or  m e m -

27 ber s  of the a p p l i c a n t  g r o u p  or  ass o c i a t i o n .

28 (b) I n  a d d i t i o n  to h e a r i n g s  u n d e r  (a) of this section, t h e

29 d i v i s i o n  m a y  h o l d  a h e a r i n g  on the a v a i l a b i l i t y  a n d  a f f o r d a b i l i t y  of
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1 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  liability i n s u r a n c e  and o t h e r  l i nes of

2 i n s u r a n c e  a f t e r  a f i n d i n g  by the d i r e c t o r  that the line of i n s u r a n c e

3 has b e c o m e  u n a v a i l a b l e  or u n a f f o r d a b l e  in the state.

4 Sec. 2 1 . 7 9.030. D E T E R M I N A T I O N  OF A V A I L A B I L I T Y  OF  I N S U R A N C E .  (a)

5 W i t h i n  30 day s  a f t e r  a h e a r i n g  u n d e r  A S  21.79.020, the d i r e c t o r  shall

6 d e t e r m i n e  in w r i t i n g ,  b a s e d  on  the h e a r i n g  record, w h e t h e r  the insur-

7 anc e  at issue in thr h e a r i n g  is, and w i l l  be, r e a s o n a b l y  a v a i l a b l e  and

8 a f f o r d a b l e  to c o v e r  a n t i c i p a t e d  claims of the a f f e c t e d  m a n u f a c t u r e r s

9 or service p r o v i d e r s .

10 (b) If the 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 this s e c t i o n  that a

11 line of in s u r a n c e  is not a v a i l a b l e  or a f f o r d a b l e  or w i l l  n ot be avail-

12 able or aff o r d a b l e ,  the d i r e c t o r  may i m p lement the i n s u r a n c e  poo l

13 p r o v i s i o n s  of AS 2 1 . 7 9 . 0 4 0  or the r e i n s u r a n c e  c o v e r a g e  d e s c r i b e d  in

14 AS 21.79.050, or both.

15 Sec. 2 1 . 7 9.040. I N S U R A N C E  POOLS. (a) A f t e r  a d e t e r m i n a t i o n  of

16 u n a v a i l a b i l i t y  or u n a f f o r d a b i l i t y  u n d e r  AS 2 1 . 7 9 . 0 3 0 ( b ) ,  the d i r e c t o r

17 m a y  e n c o u r a g e  and assist insurers licensed to o p e r a t e  in the s t a t e  to

18 j o i n  t o g e t h e r  in i n s u r a n c e  p o ols for the p u r p o s e  of as s u m i n g ,  on  the

19 terms and c o n d i t i o n s  they agree to, a r e a s o n a b l e  p o r t i o n  of respon-

20 s i b i l i t y  for the ad j u s t m e n t  a nd payment of claims a r i s i n g  f rom p r o d u c t

21 or service r e l a t e d  injuries, d i s a b ilities, i l l n esses, and deaths.

22 (b) M o n e y  f r o m  the insurance p o o l s  e s t a b l i s h e d  u n d e r  (a) of this

23 s e c t i o n  m ay be u s e d  only to pay claims r e s u l t i n g  f r o m  p r o d u c t  or

24 s e r vice r e l a t e d  a c t i o n s  in excess of a m o unts that a re e s t a b l i s h e d  e a c h

25 y e a r  by the director. The 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

26 for each m a n u f a c t u r e r ,  s e r v i c e  provider, or i n s u r e r  a n d  e a c h  p r o d u c t

27 or service b a s e d  o n  the needs of the 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 ,

28 o r  i n surer and o t h e r  r e l evant factors.

29 (c) I n s u r a n c e  p o ols e s t a b l i s h e d  u n d e r  this s e c t i o n  m a y  be f u n d e d
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by p r e m i u m s  p a i d  by m a n u f a c t u r e r s  or  s e r v i c e  p r o v i d e r s  to i n s u r e r s  

a p p r o v e d  b y  t he d i r e c t o r .  If  t h e  d i r e c t o r  f i n d s ,  a f t e r  n o t i c e  a n d  

p u b l i c  h e a r i n g ,  that th e  p r e m i u m s  c h a r g e d  b y  t he i n s u r a n c e  p o o l s  m a k e  

the i n s u r a n c e  f r o m  the p o o l s  u n a v a i l a b l e  o r  u n a f f o r d a b l e  f o r  m a n u f a c­

tu r e r s  or s e r v i c e  p r o v i d e r s ,  t h e  d i r e c t o r  m a y  a m e n d  t he t e r m s  an d  

c o n d i t i o n s  o f  r e i n s u r a n c e  u n d e r  A S  2 1 . 7 9 . 0 5 0  to d e c r e a s e  t h e  p r e m i u m s  

to b e  p a i d .

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  of 

u n a v a i l a b i l i t y  or  u n a f f o r d a b i l i t y  u n d e r  A S  2 1 . 7 9 . 0 3 0 ( b ) ,  the d i r e c t o r  

m a y  t a k 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 

the i n s u r a n c e  p o o l s  f o r m e d  u n d e r  A S  2 1 . 7 9 . 0 4 0 .  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 i n s u r e r s  t h a t  p a r t i c i p a t e  in 

p o o l s  e s t a b 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  

that is r e l a t e d  to a lin e  o f  i n s u r a n c e  t h a t  t h e  d i r e c t o r  d e t e r m i n e s  is 

u n a v a i l a b l e  o r  u n a f f o r d a b l e  u n d e r  A S  2 1 . 7 9 . 0 3 0 ( b )  b u t  t h a t  is no t  

w i t h i n  a p o o l  c r e a t e d  u n d e r  A S  2 1 . 7 9 . 0 4 0 .  A c t i o n  a u t h o r i z e d  u n d e r  

thi s  s u b s e c t i o n  i n c l u d e s  t h e  a u t h o r i t y  to  e n t e r  i n t o  a c o n t r a c t  w i t h  

a n  i n s u r e r  o r  p o o l  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  c h a r g e  set by the d i r e c t o r .

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

u n d e r  t h i s  s e c t i o n  the t e r m s  t h e  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 r r y  

out t he p u r p o s e s  of thi s  c h a p t e r .  T h e  r e i n s u r a n c e  m a y  b e  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  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 .

(c) T h e  d i r e c t o r  m a y  n o t  p r o v i d e  r e i n s u r a n c e  u n d e r  thi s  s e c t i o n  

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 ,  o r  p o o l  of  i n s u r e r s  that

(1) the d i r e c t o r  d e t e r m i n e s  to be  u n i n s u r a b l e ;  o r

(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 

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  b y  th e  d i r e c t o r  u n d e r  

A S  2 1 . 7 9 . 1 0 0 ( a ) .
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(d) R e i n s u r a n c e  o f f e r e d  u n d e r  this s e c t i o n  s h a l l  r e i m b u r s e  a n  

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

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

iti e s ,  i l l n e s s e s ,  a nd d e a t h s  d u r i n g  the t e r m  of the r e i n s u r a n c e  c o n­

t r a c t  o r  o t h e r  a g r e e m e n t ,  a b o v e  t h e  a m o u n t  o f  the i n s u r e r ' s  o r  p o o l ' 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 a n c e  c o n t r a c t .

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

f u n d  e s t a b l i s h e d  in  AS  2 1 . 7 9 . 0 1 0 .

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

d i r e c t o r  m a y  c o n t r a c t  w i t h  a p r i v a t e  i n s u r e r ,  agent, b r o k e r ,  or i n s u r­

an 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  the p r o g r a m s  e s t a b l i s h e d  u n d e r  thi s  

c h a p t e r ,  e x c e p t  that the d i r e c t o r  m a y  not d e l e g a t e  t he r e s p o n s i b i l i­

ti e s  d e s c r i b e d  in  AS 2 1 . 7 9 . 0 2 0 .

Sec. 2 1 . 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  

C H A P T E R .  (a) T h e  d i r e c t o r  s h all e n s u r e  t h a t  p r o g r a m s  o p e r a t e d  u n d e r  (jT

t h i s  c h a p t e r

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

s a f e t y  o r  s a f e  s e r v i c e  d e l i v e r y ;

(2) p r o m o t e  p r o d u c t  s a f e t y  a n d  saf e  s e r v i c e  d e l i v e r y  

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  for r i s k  m a n a g e m e n t  that are

a g r e e d  o n  by the d i r e c t o r ,  i n s u r e r s ,  a n d  i n s u r e d s  a n d  a d o p t e d  by the

d i r e c t o r  b y  r e g u l a t i o n  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 a ny

p r o g r a m s  u n d e r  t h i s  chapter.

(b) A  m a n u f a c t u r e r  or s e r v i c e  p r o v i d e r  that b e n e f i t s  f r o m  a 

p r o g r a m  u n d e r  t h i s  c h a p t e r  s h a l l  a g r e e  t hat the r e l e v a n t  p r o d u c t  or 

s e r v i c e  w i l l  r e m a i n  a v a i l a b l e  to t h e  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  

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

(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  t h i s  c h a p t e r  

s h a l l  a g r e e  tha t  i n s u r a n c e  that is w r i t t e n  d u r i n g  t h e  p e r i o d  in  w h i c h
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the insurer or its i n s u r e d  m a n u f a c t u r e r  or s e r v i c e  p r o v i d e r  p a r t i c­

ipates in the p r o g r a m s  w i l l  h a v e  p r e m i u m s  that are b a s e d  on an e x p e r i­

ence rate.

Sec. 2 1 . 7 9.110. E N F O R C E M E N T  OF  T HIS CHAPTER. (a) At the r e­

quest of the d i r e c t o r ,  the a t t o r n e y  g e n e r a l  shall b r i n g  an a c t i o n  in 

the a p p r o p r i a t e  court to r e cover f r o m  an i n surer the a m o u n t  of an  

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

d e l e g a t e d  agent.

(b) A n  a c t i o n  u n d e r  this s e c t i o n  must be  b r o u g h t  w i t h i n  five 

years of the d a t e  the right to p a y m e n t  accrued. I f  false o r  f r a u d u­

lent c o n duct wa r r a n t s ,  the c l a i m  is not c o n s i d e r e d  to h a v e  a c c r u e d  

un til its d i s c overy.

(c) A  r e c o v e r y  u n d e r  this s e c t i o n  shall b e  d e p o s i t e d  in the 

general fund.

Sec. 2 1 . 7 9.200. P E R I O D I C  R E V I E W  OF PROGRAMS. The d i r e c t o r  shall 

p e r i o d i c a l l y  r e v i e w  the 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 nd 

annually repo r t  to the l e g i s l a t u r e  w i t h i n  the f i rst 10 d a y s  of e a c h  

regular session, b e g i n n i n g  w i t h  the S e cond S e s s i o n  of t he F i f t e e n t h  

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

(1) w h e t h e r  the p r o g r a m s  are 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  

general l i a bility and o t h e r  e s s e n t i a l  lines of l i a b i l i t y  i n s u r a n c e  

readily a v a i l a b l e  to the i n t e n d e d  m a n u f a c t u r e r s  a n d  s e r v i c e  pr o v i d e r s ;

(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 his c h a p­

ter in o r d e r  that it m a y  m ore 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 .

* Sec. 2. By the f i f t h  day of the F i rst S e s sion o f  the F i f t e e n t h  L e g i s­

lature, the c o m m i s s i o n e r  of c o m merce and economic d e v e l o p m e n t  s h a l l  r e port 

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

(1) the n a t u r e  and exte n t  of a n t i c i p a t e d  u s e  of t he i n s u r a n c e  

industry in t he 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  this A c t  to m a n u f a c t u r e r s ,
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s e r vice p r o v iders, i n s u r e r s ,  and pools of i n s u rance;

(2) a n t i c i p a t e d  costs 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  this Act to 

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 ,  insurers, and p o o l s  of i n s u rance;

(3) the i d e n t i t y  of p o t e n t i a l  a p p l i c a n t s  that h a v e  c o n t a c t e d  the 

d e p a r t m e n t  about the p r o g r a m s  that w o u l d  be  a u t h o r i z e d  u n d e r  this Act; a n d

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

p a r t i c i p a t i o n  in the p r o g r a m s  a u t h o r i z e d  u n d e r  this A c t .

* Sec. 3. S e c t i o n  2 of this Act takes 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 . 1 0 . 0 7 0 ( c ) .

* Sec. 4. S e c t i o n  1 of this Act takes e f f e c t  M a r c h  1, 1987.


