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RE:

Sen. B i l l  Ray ,  C ha i r  
Senate  J u d i c i a r y  Committee

Sen. D ick E l i a s o n ,
May 2 4 ,  1983 

UB 308 ----- "An Act r e l a t i n g  to i n s u r a n c e . "

As r eq u e s t e d ,  1 rev iewed the a b o v e - r e f e r e n c e d  b i l l  and I am now 
r e p o r t i n g  my f i n d i n g s  to  you .

House B i l l  3 0 8 ,  i n t r oduced  by the  House Labor  and Commerce Committee i s  
v e r y  s i m i l a r  to  a b i l l  i n t r o d u c ed  in  the S e n a t e ,  SB 6f>. Th is  
l e g i s l a t i o n  would a l l o w  the f o rm a t i o n  o f  a group o f  i n d i v i d u a l s  
i n t e r e s t e d  in  p r o v i d i n g  group s e l f - i n s u r a n c e .  These e n t i t i t e s  would 
p a r t i c i p a t e  in  a r e c i p r o c a l  fo rm  o f  in su r an c e  and would be r e g u l a t e d  by 
the D i v i s i o n  o f  I n su r a n c e  in the Dep t ,  o f  Commerce and Economic 
Deve lopmen t .

Passage o f  t h i s  l e g i s l a t i o n  would p e rm i t  o r g a n i z a t i o n s ,  such as the 
A la ska  R u r a l  E l e c t r i c  C o o p e r a t i v e  A s s o c i a t i o n  and the A la ska  Munic ipa l  
League,  t o  o f f e r  t h i s  c o s t - s a v i n g  In su r a n c e  b e n e f i t  t o  t h e i r  members.



t ALASKA RURAL ELECTRIC COOPERATIVE

The H o n ora ble  R ic h a r d  1. Eliason 

Alaska State Sena te 

Pouch V

Juneau, Alaska 99311 

RE: H ous e Bill 308

Dear  Sena tor  Eliason:

As you will recall, the c o mm i t t e e  s u b s t i t u t e  for SB 66 vas  d e ve l o p e d  in the 

Se nat e Labor and C o mm e r c e  Co mm i t t e e  as a c o m p r o m i s e  de ve lo p e d  largely by the 

c o m m i t t e e  staff and r epr e s en ta t i v e s  of the D i vi s i o n  of Insurance, It has 

the effect of r e q u i r i n g  us to r eor gan ize  our a s s o c i a t i o n ' s  i ns ur anc e p r ogra m 

as a receprocal insure r u n de r  the reg ul a t i o n  of the Division. In return, 

we were to be e x e m p t e d  fr o m  par ti ci p a t i on  in the a ss ig n e d  risk pool (workers' 

c o m p e n s d t i o n )  and the insu ran ce compa ny g u a r a n t e e  fund.

The H ou se Labor and C om m er c e  C o mm it te e  i n t ro d u c e d  yo ur  c o m m it t e e  sub st i t u t e 

as HB 303. That c o m m i t t e e  then ma de  the ch an ge s in th e bill w hic h I have 

m ar ke d  in y e l l o w  on the a t t a ch ed  copy. All of these c ha nge s are in the 

di re ct i o n  of further r e s tr ict ing  w ho can b enef it from this legislation.

Section 1 now limits the e xe mpt ion  from the a s si g n e d  risk pool to r e c i p r o­

cals formed by g r ou p s  of m u ni c i p a l i t i e s  or n o n p ro fi t  pub l i c  utilities.

Sect ion  ?. n ow  req u i r es  10 or m or e m u n i c i p a l i t i e s  to form a reciprocal.

Section 3 now re qui res  10 or m o r e  p e r son s to o r g a n i z e  a reciprocal where as 

CS SB 6b only r e q u i r e d  2.

Section d is uncha nge d.

Se cti ons  5 and 6 now restrict e x e m p t i on  from the ins ur an c e  compa ny g u a r an te e  

fund to a s s e s s a b l e  reciprocal insurers formed by and ins u r i n g onl y m u n i c i­

palities  or n o n p r o f i t  utilities.

CS IIB 308 in its present form still meets the very urgent needs of our 

a s s o c i a t i o n ,  and  we give it our u n q u a l i f i e d  support.

S i n c e r e l y ,

ASSOCIATION, INC.
237 E. F IR E W E E D  LANE • SU ITE 301 

A N C H O R A G E , ALASKA 99503 • (907)276-3235

May 26, 1983

David Hutchens 

Exec uti ve D i r e c t o r

LncI osure

DEMOCRACY IN ACTION



DmSIOM OF INSURANCE

M a r c h  23, 1 9 3 3

H o n o r a b l e  R i c h a r d  I. Eliaso n 

C h a i r m a n

C o m m i t t e e  on L a b o r  and C o m m e r c e  

A l as ka  S ta te  S e n a t e  

P ou ch  V

J u n e a u ,  Al a s k a  99811 

Dear S e n a t o r  Eliaso n:

RE: Pos i t i o n P a p e r  SB 66

T h e  A d m i n i s t r a t i o n  has c a r e f u l l y  r e v i e w e d  the r a m i f i c a t i o n s  of SB 66 and 

c o n c l u d e s  th at  the pu bli c w o u l d  best be s e r v e d  by a c o m m i t t e e  s u bs ti t u t e  

that  d e l e t e s  the c o n t e n t  of the c u r r e n t  bill and r e p l a c e s  it with  the 

e n c l o s e d  c h a n g e s  w h i c h are s i m i l a r  to tho se f o r w a r d e d  to y o u  on M ar ch  1, 

1983.

SE 66 w o u l d  a l l o w  two or m o r e  m u n i c i p a l i t i e s  to pool their wor kers' 

c o m p e n s a t i o n  l i a b i l i t i e s  in a s e l f - i n s u r e d  pool. T he  terms "self- 

i n s u r e d  p oo l" an d "gr ou p s e l f - i n s u r e d "  a r e  a n o m a l o u s  terms. Self- 

i n s u r a n c e  fo r two o r  m o r e  e n t i t i e s  is i n s u r a n c e .  The  i n s u r a n c e  code 

w o u l d  n o r m a l l y  a p p l y  to such s it u a t i on s.  T he  bill as w r i t t e n ,  how eve r, 

does not  treat the c o m b i n a t i o n  of m u n i c i p a l i t i e s  as an insurer. It 

w o u l d  be m o r e  c o n s i s t e n t  w i t h  the general a p p r o a c h  of the i n s ur an ce  code 

to t re at  this c o m b i n a t i o n  of m u n i c i p a l i t i e s  the sam e as o t h e r  c o m b i n a­

tions of o t h e r  e n t i ti e s .

W e  r e c o m m e n d  that SB 66 be r ep l a c e d  w i t h  a CS t h a t  w o u l d  c o n t i n u e  the 

r e g u l a t i o n  of i ns u r e r s (group s e l f - i n s u r e r s )  in the i n s u r a n c e  code and 

a p p l y  the r e q u i r e m e n t s  for f o r m a t i o n  o f  an i n s u r e r  to a g r o u p  of m u n i­

ci p a l i t i e s .  The  r e q u i r e m e n t s  that w o u l d  a p p l y  to m u n i c i p a l i t i e s ,  as 

well as p u b l i c  u ti li t i e s , c a n  be r e a s o n a b l y  e a s e d  in v i e w  of the nature 

o f  t ho se e n t i t ie s.  The r ec om m e n d e d  e a s i n g  w o u l d  i n c o r p o r a t e  fou r changes. 

T h e s e  are:

1. R e d u c t i o n  of the financial r e q u i r e m e n t s  for m u n i c i p a l i t i e s  by 

p e r m i t t i n g  the use of a bond in lieu of cas h su rp l u s  and by 

r e d u c i n g  the a m o u n t  of o p e ra ti o n a l s ur p l u s  n ec es s a r y ;

na.MUL’t
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2. Removal of a n y  a s s i g n e d  risk l i a b i l i t i e s  that m ig ht  o t h e r w i s e  

a c c r u e  to an i n s u r e r  f o rm ed  by a g ro u D  of m u n i c i p a l i t i e s  or 

p u b l i c  u t il i t i e s ;

3. R e d u c t i o n  of the n u m be r  of e nt it ie s r e q u i r e d  to fo r m  a re­

ciproca l insurer; and,

4. Removal of a n y  l i ab i l i t i e s  in the A l a s k a  G u a r a n t y  A s s o c i a t i o n  

f o r  i n s o l v e n c i e s  of o th e r  ins u r er s if the i ns u r e r  for med  by a 

g ro u p  of  m u n i c i p a l i t i e s  or publ ic u t i l i t i e s  is an a s s e s s a b l e  

re ci pr o c a l  insurer.

We b e l i ev e  t h a t  this is a r e a s o n a b l e  sta n c e  w h i c h  p r o v i d e s  a d e q u a t e  

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

yo ur s,

R i c h a r d  A. Lyon 

C o m m i s s i o n e r

R A L / c w # 2 1 I 3

E n c l o s u r e

cc: Art P e t e r s o n

D e p a r t m e n t  of Law
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J a n u a r y  26, 1983

S e n a t e  L a b o r  and C o m m e r c e  C o m m i t t e e  

A l a s k a  S t a t e  L e g i s l a t u r e  

C apit ol B u i l d i n g  

P o u c h  V

J u n e a u ,  A l a s k a  9 981i 

RE: S e n a t e  Bill 66

G e nt l e m e n :

I am  s ur e  that p e r m i t t i n g  the Ala sk a Muni cip al L e a g u e  to e s t a b l i s h  a g rou p s elf-  

i ns ura nce  p r o g r am , as S e n a t e  Bill 66 n ow d oe s ,  is in th e p u b l i c  interest. 

H ow e v e r ,  we very s t r o n g l y  urge that thi s bill be e x p a n d e d  at least t o  incl ude  

the u t i l i t y  in d u s t r y.  Our a s s o c i a t i o n  has s u c c e s s f u l l l y  o p e r a t e d  a group self- 

i n s u r a nc e  p r o g r a m  for t h r e e  y e a r s ,  but our p r o g r a m  faces t e r m i n a t i o n  unle ss 

f a v o r a b l e  l e g i s l a t i o n  is e n a c t e d  this year.

In 1979, th e A l a s k a  Rural E l e c t r i c  C o o p e r a t i v e  A s s o c i a t i o n  a p p l i e d  t o the 

Wo rk e r s '  C o m p e n s a t i o n  B o a r d  for a s e l f - i n s u r a n c e  c e r t i f i c a t e  for o ur  m e m b e r  

u t il i t i e s .  T h e  c e r t i f i c a t e  w as  issued e f f e c t i v e  J a n u a r y  1, 1980 and was 

re n e w e d  fo r a y e a r  e f f e c t i v e  J a n u a r y  1, 1981. O ur  p r o g r a m  has been c o mp l e t e l y  

s uc c e s sf ul  in m e e t i n g  its o bl i g a t i o n s  to t h e  e m p l o y e e s  of its p a r t i c i p a n t s  and 

in s a v i n g  th e p a r t i c i p a n t s  s ub s tan tia l sums of m o n e y  in i n s u r a n c e  costs.

O t h e r  a s s o c i a t i o n s ,  i n cl ud in g the M u n icip al L e ague , e x p r e s s e d  i nt e r e s t  in 

a d o p t i n g  g r o u p  s e l f - i n s u r a n c e  p ro gr am s m o d e l e d  a f t e r  ours.

At the  b e g i n n i n g  of 1982, our c e r t i f i c a t e  was r e n e w e d  f o r  onl y a few m o nth s, 

and we  w e r e  t o l d  that t he  B o a r d  was " r e v i e w i n g  the  s i t u a t i o n . "  In F e b r u a r y  

1982, Ms. J a c q u e l i n e  M c C l i n t o c k  of the D e p a r t m e n t  of L a b o r  r e q u e s t e d  an A t t o r n e y  

G e n e r a l ' s  o p i n i o n  r e g a r d i n g  the  legal s ta t u s  of g r o u p  s e l f - i n s u r a n c e  pro g r a ms  

in A l a s k a.  In Apr il , th e A tt o rn e y  G e n e r a l ' s  o p i n i o n  d e c l a r e d  that s in ce g ro up  

s e l f - i n s u r a n c e  is not s p e c i f i c a l l y  m e n t i o n e d  in t h e  A l a s k a  s t a t u t e s  and it is 

in some o t h e r  j u r i s d i c t i o n s ,  it can be i n t e r p r e t e d  that g r o u p  s e l f - i n s u r a n c e  is 

not a u t h o r i z e d  in this state.

B as e d  on this o p i n i o n  from the A t t o r n e y  G e ne ra l ,  t he  W o r k e r s '  C o m p e n s a t i o n  

B oa r d  t e r m i n a t e d  our  c e r t i f i c a t e  e f f e c t i v e  S e p t e m b e r  30, 1982. We a p p e a l e d  

this a c t i o n  to the S u p e r i o r  Court, and we  w e r e  s uc ce s s f u l in o b t a i n i n g  a stay 

of the B o a r d  a c t i o n  p e n d i n g  appeal. At the p r e s e n t  t im e  we  are s e l f - i n s u r e d  as 

a g r o u p by o r d e r  of the S u p e r i o r  Court.

DEMOCRACY IN ACTION



Feb ru a r y  10, 1983

To: S e n a t o r  R i ch a rd  E l i a s o n ,  C h a i r
Sena te  L abo r  & Commerce Committee 
and a l l  members o f  the Committee

From: Ginny Ch i twood ,  E x e c u t i v e  D i r e c t o r
A la s k a  M un i c i p a l  League

Re: SB 66
The A la s k a  M un ic ip a l  League s u p p o r t s  SB 66 wh ich says  r e g u l a t i o n s  

may be adopted a l l o w i n g  m u n i c i p a l i t i e s  t o  o r g a n i z e  a s e l f - i n s u r a n c e  
group i n  o r d e r  t o  p o o l  t h e i r  l i a b i l i t i e s .  The League f e e l s  m u n i c i p a l i t i e s  
have t h a t  power now because  o f  the  s t r o n g  c o o p e r a t i v e  agreement c l a u s e  
i n  T i t l e  2 9 :

" 2 9 . 4 8 . 0 1 0  M u n i c i p a l i t i e s  have  the  f o l l o w i n g  g e n e r a l  powers ,  
s ub j e  t  to  o t h e r  p r o v i s i o n s  o f  l aw :

( 4 )  t o  e n t e r  i n t o  ag r e emen t s ,  i n c l u d i n g  t h o se  f o r  c o o p e r a t i v e  
o r  j o i n t  a d m i n i s t r a t i o n  o f  any f u n c t i o n s  o r  powers w i th  a 
l o c a l  gove rnmen t ,  w i t h  the s t a t e ,  o r  w i th  the  Un i ted  
S t a t e s ; "

AS 2 9 . 4 8 . 3 , 1 0  and . 3 2 0  a l s o  speak  t o  the  l i b e r a l  c o n s t r u c t i o n  o f  powers o f  
bo roughs  and c i t i e s .

I n  a d d i t i o n  t o  T i t l e  2 9 ,  the  A la s k a  C o n s t i t u t i o n ,  A r t i c l e  X , S e c t i o n  
1 3 ,  s t a t e s  "Agreements ,  i n c l u d i n g  th o se  f o r  c o o p e r a t i v e  o r  j o i n t  adm in i ­
s t r a t i o n  o f  any f u n c t i o n s  o r  powers ,  may he made by any l o c a l  government 
w i th  any o t h e r  l o c a l  gove rnmen t ,  w i th  the  S t a t e ,  o r  w i th  the  Un i t ed  S t a t e s ,  
u n l e s s  o t h e rw i s e  p r o v id e d  by law o r  c o a r t o r . "  A r t i e ] e  X, S e c t i o n  1 ,  a l s o  
speaks  to  "maximum l o c a l  s e l f  gove rnmen t" .

( o . ’ e r )

M E M B E R  O F  T H E  N A T I O N A L  L E A G U E  O F  C I T I E S  A N D  T H E  N A T I O N A L  A S S O C I A T I O N  O F  C O U N T I E S
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I n  the  a t t o r n e y  g e n e r a l ' s  o p i n i o n  da ted A p r i l  1 9 ,  1 9 8 2 ,  t o  Ja cque lyn  
M cC l i n t o c k ,  Amendola s t a t e s  "The b r o a d  g r a n t  o f  powers and the  l i b e r a l  
c o n s t r u c t i o n  g i v en  h e r e t o  i n d i c a t e  t h a t  m un i c i p a l  governments  i n  the S t a t e  
o f  A l a s k a ,  th rough  the  A laska  M un ic ip a l  League ,  can a s s o c i a t e  i n  o r d e r  to  
p r o v i d e  w o r k e r s '  compensa t ion  c o v e ra g e  f o r  t h e i r  em p lo y e e s . "  However ,  i n  
t h a t  same o p i n i o n  Amendola says  the  W o r k e r s '  Compensat ion Board  i s  s t i l l  
w i t h o u t  a u t h o r i t y  t o  g r a n t  a p p r o v a l  f o r  such a group s e l f - i n s u r a n c e  p l a n .  
T h e r e f o r e  the  n e c e s s i t y  f o r  SB 66 .

The program we wish  t o  p r o v i d e  wou ld  be a c o o p e r a t i v e  e f f o r t  on the  
p a r t  o f  p a r t i c i p a t i n g  m u n i c i p a l i t i e s  t o  save  money and t o  improve c o v e ra g e .  
Th i s  t ype  o f  c o o p e r a t i v e  e f f o r t  i s  n o t  new to  the i n s u r a n c e  f i e l d  bu t  i n  
f a c t  ha s  e x i s t e d  t h r ou gh ou t  the  c o u n t r y  f o r  t h e  p a s t  20 t o  30 y e a r s .
Through a c o o p e r a t i v e  app roach t o  b e t t e r  c o v e r a g e ,  the  mass -pu rchas ing  
power o b t a i n e d  th rough the  combined s t r e n g t h  o f  members means a s t a b l e ,  
c om p e t i t i v e  s o u r c e  o f  i n s u r a n c e .  The program i s  p a t t e r n e d  a f t e r  o t h e r  
m un i c i p a l  s y s tems and i s  b a s i c a l l y  e s t a b l i s h e d  on a n o n - p r o f i t  b a s i s  to  
b e n e f i t  the members.  More than t h i r t y  s t a t e  a s s o c i a t i o n s  a r e  now d e v e lo p in g  
o r  have d e v e lo p ed  p rog rams f o r  c o u n t i e s  and a t  l e a s t  twenty s t a t e  a s s o c i a ­
t i o n s  have s e t  up group p o o l s  o r  s e l f - i n s u r a n c e  funds  f o r  t h e i r  member 
c i t i e s .

We w i l l  no t  be s o l i c i t i n g  the p a r t i c i p a t i o n  o f  the M u n i c i p a l i t y  o f  
Anchorage s i n c e  they a l r e a d y  a r e  s e l f - i n s u r e d  and i t  i s  wo rk ing  v e r y  w e l l .  
I h e  C i t y  o f  F a i r b a n k s  and the  C i t y  o f  N o r th  P o l e  anil the  F a i r b a n k s  Nor th 
S t a r  Bo rough a l s o  a r e  s e l f - j . n s u r e d  and a r e  v e r y  p l e a s e d  w i th  t h e i r  program 
which makes the  League a l l  the  more a n x i o u s  t o  be a b l e  t o  o f f e r  a s e l f -  
i n s u r a n c e  p rog ram to  o t h e r  m u n i c i p a l i t i e s .
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hazards, to a reasonable margin for underwriting profit and 
contingencies, to dividends, savings or unabsorbed premium deposits 
allowed or returned by insurers to their policyholders, members or 
subscribers, to past and prospective expenses both countrywide and 
those specially applicable to this state, and to all other relevant factors 
inside and outside this state;

(3) the systems of expense provisions included in the rates for use by 
an insurer or group of insurers may differ from those of other insurers 
or group of insurers to reflect the requirements of the operating 
methods of the insurer or group of insurers with respect to any kind of 
insurance, or with respect to a subdivision or combination thereof for 
which subdivision or combination separate expense provisions are 
applicable;

(4) risks may be grouped by classifications for the.establishment of 
rates and minimum premiums; classification rates may be modified to 
produce rates for individual risks in accordance with rating plans 
which establish’standards for measuring variations in hazards or 
expense provisions, or both; the standards may measure any differ­
ences among risks tha t can be demonstrated to have a probable effect 
upon losses or expenses;

(5) in the case of fire insurance rates, consideration may be given to 
the experience of the fire insurance business during a period of not 
more than  the most recent five-year period for which experience is 
available;

(6) when there is an established program lo inspect new and existing 
dwellings and the  program has been certified by the director as likely 
to reduce the incidence of fires in inspected dwellings, then in any rate 
plan used in this state, dwellings which have been found by the inspec­
tion to meet the standards'established by the program shall have 
credits applied to the rate in amounts approved by the director.

(b) Except to the extent necessary to meet the provisions of (a)(1) of 
this section, uniformity among insurers in matters within the scope of 
this section is neither required nor prohibited, (ii 1 ch 120 SLA 1966; 
am §§ 1, 2 ch 34 SLA 1977)

E f f c c l  v f  am en dm en ts . —  The 1077 period o f not less thon the most recent 
am endm ent, in sub jection  (n ), deleted five -year period fo r which experience i:. 
"and in the case o f lire  insu rance ra tes con- ava ilab le " from  the end o f paragraph (2 ) 
Biderntion s h a ll be Riven to the experience and added parag raphs (5 ) and (<»). 
o f the fire  insu rance business during  a

Sec. 21.39.155. A ssigned r isk  pool, (a) The director may require 
carriers, as a condition of writing a line of insurance dealing with 
workers’ compensation, to participate in an assigned risk pool if the 
director finds th a t  mandatory carrier participation is in the public 
interest.
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(b) The essigned risk pool and the procedures to be followed in 
administering the pool shall be established by regulation. (§ 1 ch 252 
SLA 1976; am § 60 ch 94 SLA 19S0)

E ffe c t o f  am endm ents, —  The 19S0 pensation" fo r "workmen’s compensation." 
amendment substituted "workers' com-

Sec. 21.39.175. S tatistics. Any insurer providing malpractice 
coverage for health care providers shall collect, maintain and report 
information concerning claims against health care providers which it 
insures. The information shall be on forms prescribed by the director, 
and shall be sufficient to pnaole a  proper determination of losses for 
rate making and to identify causes and sources of loss for loss control. 
At least annually the insurer shall report to the director the number 
and amount of claims filed, reserved, paid, settled and adjudicated 
during the year, the premiums paid to and the expenses incurred by the 
corporation during the year. This report shall be available to the pub­
lic. The director may require tha t supplemental reports include the 
names of insured health care providers and the claimants; however, no 
reports which become available to the public may include the names of 
health care providers or claimants or information tha t will permit by 
inference the identity of specific health care providers or claimants. All 
statistics, including the supplemental reports, shall be made available 
to the State Medical Board. (§ 38 ch 177 SLA 197S)

Ed ito r's  no tes . — As to the purpose o f 1982 in the 19S2 Temporary and Special
the 1978 amendatory act, see § 1, ch 177, Acts and Resolves.
SLA  1978 ns amended by 5 7, ch. 46, SLA

Sec. 21.39.180. Definitions. In AS 21.39.010 — 21.39.180 "dwell­
ing" means a residential structure containing not more than fcvr 
family living units. (§ 3 ch 34 SLA 1977)

C h a p t e r  42. T h e  Ins’ r a n e e  Contract.

Section  Section
75. Reimbursement o f losses 350. [Repealed)
80. Power to contract — Purchase o f 355. Coverage fo r cost o f  services provided

insurance by m inors bv nurse midwives
130. Grounds for disapproval 360. (Repealed]
320 — 340. (Repealed] 370. Separate accounts
345, Required provision for coverage for 

newly bom children

Sec. 21.42.040. In te rest  of nam ed  insu red .

NO TES TO  D E C IS IO N S

A pp lic a b ility  o f  sec tion . —  See Moran Op No. 1056 (F ile  Nos. 1924, 193 4), 523 
v Kenai Towing t  Salvage, Inc., Sup. Ct. P .2d 1237 (1974).
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property damage, to which the maximum and minimum insured 
amounts apply; _ . ■

(5) the maximums provided for in column (F) are net of applicable 
reinsurance;

(6) the dpposit of surplus in the amount specified in columns (G) and 
(H) must thereafter be maintained unimpaired: the deposit is subject
to the provisions of AS 21.24.010 — 21.24.130. (§ 1 ch 120 SLA 1966;
am § 1 ch 127 SLA 1970; am § 60 ch 94 SLA 19S0)

§ 21.75.050

E ffe c t o f  am endm en ts . —  The 1970 
amendment, in subsection fb), added 
"Marine, Wet M arine, and Transporta­
tion" at the end o f column (A ), added "50" 
at the end • f  column (B ), added "50" at the 
end o f column (C ), added "annual" at the 
end o f column (D ), added "S I,000" at the 
end o f column (E ), added "525 ,000" at the

end o f column (F ). added "S100.000" at the 
end o f column (G), substituted "(6 )" for 
"(7)" in column (H ) and added "5200,000" 
at the end o f that column.

The 1980 amendment 'substituted 
'"Workers'" for "Workmen's" in column (A ) 
of subsection (b).

Sec. 21.69.490. D iv idends to s tockholders.

C ross re fe ren ces . —  For exception to 
the requirements o f this section, see AS 
21.22.100(c).

C h a p t e r  75. Reciprocal Insurers.

A rtic le
1. General Provisions (§§ 21,75 .010 — 21.75.290)
2. Cooperative Insurance Coverage (§'§ 21.75.300 — 21 .75 .330)

Section
30. Name, suits 
50. Surp lus funds required 
55. Surp lus funds for 

insurers 
230. Nonassessable policies

Article 1. G eneral P rovis ions .
Section

cooperative

Sec. 21.75.030. N am e, suits, (a) A reciprocal insurer shal'
(1) have and use a business name; the name shall include llte word 

"reciprocal" or "inlerir.surer" or "interinsurance" or "exchange" or 
"underwriters” or "uuuerwriting" or "association";

(2) sue and be sued in its own name.
(b) In addition to the requirements of (a) of this section, .1 coopera­

tive insurer organized under AS 21,75.300 — 21.75.330 shall include 
the word "cooperative" in its name. (?: 1 ch 120 SLA 1966; am § 3 ch 
150 SLA 1978)

E ffec t o f  nm cn a .aen ts . - The 1978 
amendment added 6ubsectir.ii (b).

Sec. 21.75.050. S u rp lu s  funds requ ired ,  (a) A domestii reciprocal 
insurer formed in accordance with the previsions of AS 2x.75.010 —
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21.75.330 shall have and maintain a surplus no less than an amount 
equal to the total of the capital and one-half of the surplus that would 
be required of a domestic stock insurer writing the same lines for which 
the reciprocal insurer seeks to be authorised.

(b) A foreign reciprocal insurer shall have and maintain a surplus no 
less than an amount equal to the total capital and surplus tha t would 
be required of a domestic stock insurer writing the same lines for which 
the reciprocal seeks to be authorized. (§ 1 ch 120 SLA 1966; am § 4 ch 
150 SLA 197S)

E ffe c t o f  am endm en ts. —  The 1973 
amendment rew rote this section.

Sec. 21.75.055. S urp lus  funds  for coopera tive  in su re rs .  A coop­
erative insurer organized under AS 21.75.300 — 21.75.330, if it has 
otherwise complied with the applicable provisions of AS 21.75.010 — 
21.75.330, rriay be authorized to transact insurance if it has and m ain­
tains surplus funds equal to one-half of the capital required for a 
domestic reciprocal insurer under AS 21.75.050(a) and such additional 
surplus as the director considers sufficient. (§ 5 ch 150 SLA 197S)

Sec. 21.75.230. N onassessab le  policies, (a) If a reciprocal insurer 
has a surplus of assets over all liabilities at least equal to the minimum 
capital and surplus required of a domestic stock insurer authorized to 
transact like kinds of insurance, upon application of the attorney and 
as approved by the subscribers' advisory committee, the director shall 
issue his certificate authorizing the insurer to extinguish the contin­
gent liability of subscribers under its policies then in force in this state, 
and to omit provisions'imposing contingent liability in all policies 
delivered or issued for delivery in this state for as long as all the 
surplus remains unimpaired.

(b) Upon impairment of the surplus, the director shall immediately 
revoke the certificate. The revocation shall not render subject to contin­
gent liability a policy then in force and for the remainder of the period 
for which the premium has theretofore been paid; but after the revo- 
•rati-SE--policy,may be issued or renewed without providing for contin­
gent assessment liability of the subscriber.

(c) The director may not authorize a domestic reciprocal insurer to 
extinguish the contingent liability of any of its subscribers or in any of 
its policies to be issued, unless i' qualifies to ai.d does extinguish tho 
liability of all its subscribers and in all the policies for all kinds of 
insurance transacted by it. Except, that if required by the laws of 
another state in which the insurer is transacting insurance as  an 
authorized insurer, the insurer may issue policies providing for the 
contingent liability of those subscribers which may acquire the policies 
in that state, and need not. extinguish the contingent liability 
applicable < a policies thereto.ore in force in that state. 1 ch 120 SLA 
1966; am § 6 ch 150 SLA 197S)

109
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of a stock insurer for authority to transact a like combination of 
kinds of insurance. (§ 1 ch 120 SLA 1966)

* ' ■* *.
Sec. 21.75.060. Organization of reciprocal insurer, (a) Twenty- 

five or more persons domiciled in this state may organize a do­
mestic reciprocal insurer and make application to the director fo r  
a certificate of authority to transac t insurance.

(b) The proposed attorney shall fulfill ihe requirements of and 
shall execute and file with the director when applying for a cer­
tificate or authority, a declaration setting out

(1) the name of the insurer;
(2) the location of the insurer's principal office, which shall 

be the same as tha t of the attorney and shall be maintained in 
this state; .

(3) the kinds of in.',uran .e proposed to be transac ted ;
(4) the names and addresses of the original subscribers;
(5) the designation and appointment of the proposed attorney 

and a copy of the power of a t to rney ;
(6) the names and addresses of the officers and directors of 

the attorney, if a corporation, or its members, if a firm;
(7) the powers of the subscribers' advisory committee, and the 

names and terms of otlice of the members;
(8) tha t nil money paid to the reciprocal (insurer) shall, a fte r 

deducting any sum payable to the attorney, be held in the name of 
the insurer and for the purposes specified in the subscribers’ agree­
m ent;

(9) a copy of the subscribers' ag reem ent;
(10) a statement th a t  each of the original subscribers has in 

good faith applied fo r  insurance of a kind proposed to be tran s­
acted, and that the insurer has received from each subscriber the 
full premium or premium deposit required for the policy applied 
for, for a term  of not less than six months a t  an adequate rate 
filed with and approved by the director;

(11) a statement of the financial condition of the insurer, a 
schedule of its assets, and a statement tha t the surplus as required 
by § 50 of this chapter is on h a n d ;

(12) a copj of each policy, endorsement, and application form 
it then proposes to issue or use.

(c) The declaration shaii be acknowledged by the attorney in 
the manner required for the acknowledgment of deeds. (§ J ch 
120 SLA I960)

Sec. 21.75.070. Certificate of authority, (a) The certificate of 
authority of a reciprocal insurer shall be issued to its attorney in 
the mime of the insurer.

(b) The director may refuse, suspend or revoke the certificate 
of authority, in addition to other grounds, for failure of the at-

21 A— 15 225
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Sec. 21.S0.170. T erm ination  and  d is tr ibu tion  of funds, (a) The 
commissioner shall by order terminate the operation of the Alaska 
I n s u r a n t  Guaranty Association as to any kind of insurance covered by 
AS 21.80.010 — 21.SO.190 with respect to which he has found, after 
heaL'ing.’tha t there is in effect a statutory or voluntary plan which

(1) is d permanent plan which is adequately funded or for v  , 
adequate funding is provided; and

(2) extends, or will extend to the Alaska policyholders and residents 
protection and benefits with respect to insolvent insurers not substan­
tially less favorable and effective to the policyholders and residents 
than the protection and benefits provided with respect to the kinds of 
insurance under AS 21.80.010 — 21.SO,190.

(b) The commissioner shall by the same order authorize 
discontinuance of future payments by insurers to the Alaska Insurance 
Guaranty Association with respect to the same kinds of insurance so 
long as the assessments and payments continue, as necessary, to liqui­
date covered claims of insurers adjudged insolvent before the order and 
the related expenses not covered by the other plan.

(c) If the operation of the Alaska Insurance Guaranty Association is 
terminated as to all kinds of insurance otherwise within its scope, the 
association, as soon as possible thereafter, shall distribute the balance 
of money and assets remaining (after discharge of the functions of the 
association with respect to prior insurer insolvencies not covered by the 
other plan, together with related expenses) to the insurer;- which are 
then writing in this state policies of the kinds of insurance covered by 
AS 21.80.010 — 21.80.190 and which had made payments to the asso­
ciation, pro rata  upon the basis of the aggregate of the payments made 
by the respective insurers during the period of five years next 
preceding the date of the termination order. Upon completion of this 
distribution with respect to all of the kinds of insurance covered by AS
21.80.010 -  21.80.190, AS 21.80.010 — 21.80.190 shall be considered 
to have expired. (§ 1 ch 121 SLA 1970)

Sec. 21.80.180. Definitions. In AS 21.SO.010 — 21.80.190, unless 
the context requires otherwise,

(1) "account” means any one of the three accounts created by AS 
21.80.040;

(2) "association" means the Alaska Insurance Guaranty Associa­
tion;

(3) "commissioner” means the commissioner of the Department of 
Commerce or his representative;

(4) "covered claim" means an unpaid claim, including one of 
unearned premiums, which arises out of and is within the coverage and 
riot in excess of the applicable limits of an insurance policy lo which AS
21.50.010 — 21.80.190 apply issued hy an insurer, if the insurer 
becomes an insolvent insurer after August 6, 1970, and (A' the claim­
ant or insured is a resident of this state at the time of the insured event;
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or (B) the property from which the claim arises is permanent. ;• located 
in this state; "covered claim” does not include any amount due a 
reinsurer, insurer, insurance pool, or underwriting associatio' ,, as sub­
rogation recoveries or otherwise; ?

(5) "insolvent insurer” means an insurer •.
(A) authorized to transact insurance in this state, except thje Medical 

Indemnity Corporation of Alaska and the Health Care Providers Joint 
Underwriting Association established ■ under AS 21.SS.010 —
21.55.900, either at the time the policy was issued or when the insured 
event occurred, and

(B) determined to be insolvent by a-court of competent jurisdiction;
(6) "member insurer” means a person, except the Medical Indemnity 

Corporation .of Alaska and the Health Care Providers Joint 
Underwriting Association established under AS 21.88.010 —
21.88.900, who

(A) writes any kind of insurance to which AS 21.80.010 — 21.80.190 
apply under AS 21.SO.020 including the exchange of reciprocal or 
inter-insurance contracts, and

(B) is licensed to transact insurance in this state;
(7) "net direct written premiums” means direct gross premiums 

written in this state on insurance policies to which AS 21.SO.010 — 
21.SO.190 apply, less return premiums thereon and dividends paid or 
credited to policyholders on direct business; "net direct written pre­
miums" does not. include premiums on contracts between insurers or 
reinsurers. (§ 1 ch 121 SLA 1970; am §§ 43, 44 ch 102 SLA 1976)

C ross re fe ren ces . —  As lo 
constitutionality o f ch. 102, SLA  1976, see 
notes to AS 09 .55 ,636 and A las. Const., 
art. n . § 14.

E ffec t o f  am endm en ts. —  The 1976 
amendment inserted the language 
beginning "except the Medical Indemnity 
Corporation o f A laska" and ending "under 
AS 21 .88 .010 — 21 .88 .900”  in paragraph 
(51(A) and in the introductory language of 
paragraph (6).

Ed ito r'/; no tes. — Section 48, ch. 102, 
SLA 1976, provides: "AS 01 .10 .030 applies 
lo  this Act except that i f  anv portion o f A S ' 
21 .86 .110 — 21.83 .180 is held invalid a ll of 
AS 21.8S .110 —  21 .88 ,180 sha ll he void 
and the Medical Indemnity Corporation of

A laska sha ll assume a ll duties and 
liab ilities incurred by the Health Care 
Providers Jo in t Underw riting Association 
before the declaration o f invalid ity; and 
except that i f  the requirement that health 
care providers purchase medical malprac­
tice insurance from the Medical Indemnity 
Corporation o f A laska is found to be 
invalid , secs. 41, 42, 43, and 44 o f this Act 
a re void; however, -the Medical Indemnity 
Corporation of A laska and the Health 
Care Providers Jo irt Und, "writing Asso­
ciation sha ll continue to discharge and as­
sess to pay claims incurred before the 
declaration o f inva lid ity ." AS 21.88 .110 — 
21.88.180 were repealed by § 40, ch. 177, 
SLA 1976.

N O TES  TO  D E C IS IO N S

A pp lic ab ility  o f AS 21 .80 .010 — 
21 .80 .190 . — AS 21 .80 .010 — 21.80 .190 
were applicable lo  a claim again'.', a pol­
icyholder for personal in juries as a resu lt 
o f an automobile accident from the time 
his insurer became insolvent. K ing v.

Jordan , Sup. Ct Op, No, 1956 (F ile  Nos. 
3400 , 3401, 3673), (iOl P.2d 273 (1979).

AS 21 .80 .010 — 21 .80 .190 on th e ir face 
lim its "co ve red  c la im s" to those 
asse rted  by c la im an ts o r  in su red s . 
W h ile  v. A laska Ins. Guar. Ass'n, Sup. Ct.
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