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p a g e  2 o f  2

l e g i s l a t i o n  d o  n o t  f e e l  t h a t  t h e y  s h o u l d  be f o r c e d  t o  m ee t  t h e s e  min ima l  
f i n a n c i a l  r e q u i r e m e n t s .

T o  t h e  e x t e n t  t h a t  p r i v a t e  e n t e r p r i s e  wants  t o  r i s k  t h e i r  own money on a 
p o o l  v e n t u r e  a f t e r  t h e i r  own h i g h l y  q u a l i f i e d  s t a f f  h a s  f u l l y  r e v i ew ed  t h e  
r a m i f i c a t i o n s ,  I  h a v e  l i t t l e  o p p o s i t i o n  t o  t h e  f o r m a t i o n  o f  a poo l  f o r  
f i r s t  p a r t y  c o v e r a g e .  T h i s  l e g i s l a t i o n  does  n o t  r e s t r i c t  t h e  t y p e s  o f  
c o v e r a g e  t o  be  w r i t t e n  t o  f i r s t  p a r t y  o n l y .  The c o n c e r n  i s ,  w i l l  t h i r d  
p a r t y  c l a i m a n t s  be  a d e q u a t e l y  p r o t e c t e d .  The p a r t i e s  c u r r e n t l y  l o o k i n g  a t  
t h i s  l e g i s l a t i o n  as  a v e h i c l e  t o  r e p l a c e  i n s u r a n c e  a r e  r e l y i n g  on a 
c o n s u l t a n t  whose  f i n a n c i a l  i n t e r e s t  i s  n o t  d e p e n d e n t  on t h e  soundnes s  o f  
t h e  p o o l ' s  f i n a n c i a l  b a s i s  o r  s t a b i l i t y .

I  f e a r  t h a t  1 f  a m u n i c i p a l  o r  s c h o o l  d i s t r i c t  (REAA) p o o l  i s  u n a b l e  t o  pay  
c l a i m s ,  t h e  s t a t e  may be  l o o k e d  t o  f o r  a b a i l o u t .  I n  t h e  c a s e  o f  t h e  REAA 
s c h o o l s ,  I n s u r a n c e  c o v e r s  s t a t e  p r o p e r t y  on, l o a n  t o  t h e  d i s t r i c t s .  I f  t h e  
p o o l  becomes i n s o l v e n t ,  no f u n d s  w i l l  be a v a i l a b l e  t o  r e p l a c e  th e  
s t a t e - o w n e d  f a c i l i t y  i n  t h e  e v e n t  o f  l o s s .  I n  t h i s  c a s e  I  am s u r e  th e  
s t a t e  w ou ld  be  p u t  i n  a p o s i t i o n  whe re  t h e y  mus t  r e p l a c e  t h e  s c h o o l  u s in g  
g e n e r a l  f u n d  m o n i e s .

A w ' i l  c o n c e i v e d  s e l f  d i s c i p l i n e d  p o o l  w i l l  s e t  i n t e r n a l  s t a n d a r d s  f o r  
i t s e l f  wh ich  m ee t  o r  e x c e ed  o u r  minimum r e q u i r e m e n t s .  I f  no r e s t r a i n t s  a r e  
p l a c e d  on p o o l s  and i f  t h e  s t a t e  i s  i n  a p o s i t i o n  o f  l a s t  r e c o u r s e  f o r  
f u n d s  we may b e  f i n a n c i a l l y  im pa c t e d  by f u t u r e  p o o l  i n s o l v e n c i e s .

The p u r e  p remium t a x  impac t  w i l l  v a r y  as premium l e v e l s  change  ana p o o l s  
a r e  f o rm e d .  The t a x  im pac t  i s  c e r t a i n l y  l e s s  t h a n  $5  m i l l i o n  and my b e s t  
g u e s s  i s  a $1 -  $3 m i l l i o n  im pa c t  i f  t h e  p o o l  c o n c e p t  i s  u t i l i z e d  by a 
s i g n i f i c a n t  s e gmen t  o f  e l i g i b l e  e n t i t i e s .

0281K42186a
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O r i g i n a l  sponsors: T a y l o r ,  Gruenberg,
L a r s o n ,  et al

O f f e r e d :  5 / 9 / 8 6
R e f e r r e d :  L a b o r  and C omme r c e

1 IN T HE H O U S E  B Y  T H E  J U D I C I A R Y  C O M M I T T E E

2 S E N A T E  CS  FOR CS F O R  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 (Judiciary)

3 IN T H E  L E G I S L A T U R E  O F  T HE S T ATE 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 A c t  entitled: "An A c t  r e l a t i n g  to j o i n t  i n s u r a n c e  a r r a n g ements; and

7 p r o v i d i n g  for a n  e f f e c t i v e  d a t e . "

8 BE  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  OF T H E  S T A T E  OF A L A SKA:

9 * S e c t i o n  1. AS 2 1  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  ES T ' M 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 ,  city and b o r o u g h  s c h o o l  di s t r i c t s ,  and

23 r e g ional e d u c a t i o n a l  a t t e n d a n c e  areas m ay e n t e r  int o  c o o p e r a t i v e

14 a g r e e m e n t s  w i t h  e ach o t h e r  f o r  the p u r p o s e  o f  e s t a b l i s h i n g ,  op e r a t i n g ,

15 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

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

17 a s s u m e  r i s k s  f r o m  losses to the p a r t i c i p a n t s  on a g r o u p  b a sis or

18 p u r c h a s e  c o v e r a g e  for the p a r t i c i p a n t s  on  a g r o u p  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  may b e  for any k i n d  o f  insur-

20 ance d e f i n e d  by this title except for d i s a b i l i t y  insurance, h e a l t h

21 insurance, life insurance, an d  ;itle insurance.

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  a n  alter-

23 n a t i v e  or su p p l e m e n t  to any o t her p o l i c y  o r  contr 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 (d) F o r  p u r p o s e s  of A S  23.30.075, 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

26 is c o n s i d e r e d  to be a n  a s s o c i a t i o n  d u l y  a u t h o r i z e d  to t r a n s a c t  w o rk-

27 e r s ' c o m p e n s a t i o n  i n s u r a n c e  in th e  state.

28 Sec. 21.76.020. R E G U L A T I O N  B Y  D I V I S I O N  O F  IN S U R A N C E .  (a) A

29 joint i n s u r a n c e  a r r a n g e m e n t  m a y  n o t  be c o n s i d e r e d  i n s u r a n c e  for the

-1 - SCS CSSSHB  5 0 6 ( J u d )



1 p u r p o s e  of any o t h e r  law of the s t ate a n d  is not s u b j e c t  to regula-

2 tions of the d i r e c t o r  e x cept as e x p r e s s l y  p r o v i d e d  in (b) - (d) of

3 this s e c t i o n  a nd o t h e r  p r o v i s i o n s  of this chapter.

4  (b) A  j o i n t  in s u r a n c e  a r r a n g e m e n t  is s u b j e c t  to e x a m i n a t i o n  by

5 the d i v i s i o n  u n d e r  AS 2 1 . 0 6 . 1 4 0  - 21.06.230.

6 (c) A  j o int i n s urance a r r a n g e m e n t  is s u b j e c t  to a p p r o v a l  by the

7 director. As a c o n d i t i o n  o f  a p p r o v a l  b y  the d i r e ctor, a joint insur-

8 ance a r r a n g e m e n t  s' .11 have and m a i n t a i n ,  as to t h e  c o v e r a g e  p r o v i d e d ,

9 (1) a c e r t i f i c a t e  of e x c e s s  i n s u r a n c e  o r  r e i n s u r a n c e

10 (A) f or p r o p e r t y  insurance, to  the v a l u e  of t h e  s i n g l e

11 m ost v a l u a b l e  p r o p e r t y  covered;

12 (B) f o r  l i a b i l i t y  insurance, to the h i g h e s t  p o l i c y

13 limit p r o v i d e d  by the arra n g e m e n t ;

14 (C) f or workers' c o m p e n s a t i o n ,  to t h e  e x t e n t  of a l l

15 b e n e f i t s  a l l o w e d  by l a w  a b ove retention;

16 (2 ) a c e r t i f i c a t e  of i n s u r a n c e  l i m i t i n g  the a r r a n g e m e n t ' s

17 total e x p o s u r e  for l i a b i l i t y  a n d  w o r k e r s '  c o m p e n s a t i o n  to t he

18 a r r a n g e m e n t ' s  a g g r e g a t e  retention;

19 (3) asse t s  a l l o w a b l e  u n d e r  AS  2 1 . 2 1 . 0 2 0  - 2 1 . 2 1 . 1 4 0 ,  21.-

20 21.225, or 2 1 . 2 1 . 2 3 0  in an amou n t  no less than the a r r a n g e m e n t ' s

21 a g g r e g a t e  r e t e n t i o n  p lus an amou n t  c o n s i d e r e d  a d e q u a t e  b y  the d i r e c t o r

22 to c o v e r  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  expenses.

23 (d) T h e  v a l u e  of assets and l i a b i l i t i e s  u n d e r  (c) o f  this sr.c-

24 tion shall be d e t e r m i n e d  in a c c o r d a n c e  w i t h  A S  21.18.

25 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

26 c o o p e r a t i v e  agreement shall 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 t h e

27 j o int i n s u r a n c e  arr a n g e m e n t ,  and i n c l u d e  p r o v i s i o n s  for

28 (1 ) a d m i n i s t r a t i o n  of t he a r r a n g e m e n t  by a b o a r d  of direc-

29 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

SCS CSSSHB  5 0 6 ( J u d )  - 2 -
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(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  anc! o t h e r  p e r s o n s  as 

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 t he arr 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 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 tne n a m e s  of the m e m b e r s  nf 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  and p r o m o t e  an a g g r e s s i v e  risk 

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 he 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  and r e d u c i n g  the risks that can 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  an d  i m p r o v e d  w o r k  

t e c h n i q u e s  and pr 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  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 arra 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 t he 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 arra 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 and d i s p o s i t i o n  of 

exce 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 nd 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  a n d  d i s p o s i n g  of its a s­

sets; and

(1 0 ) e s t a b l i s h i n g  and 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 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 nual 

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 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  for e s t a b l i s h i n g  reserves for 

losses 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  a re 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 all be 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  audit. T h e  a u d i t  s h a l l  be c o n d u c t e d  in a c c o r d a n c e  w i t h

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  o f  t h e  b o a r d ;

- 3 - SCS CSSSHB  5 0 6 ( J u d )



9

1 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 ndards an d  m u s t  i n c lude a r e v i e w  of the

2 a c t u a r i a l  a s s u m p t i o n s  use d  for 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

3 this section. T h e  a u d i t  r e p o r t  m ust i n c l u d e  c e r t i f i c a t i o n  from a

4 c a s u a l t y  a c t u a r y  wh 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
J

5 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 b e  s o u n d  a nd the level of

6 the r e s e r v e s  are adequate.

7 Sec. 21.76.050. C O N T R A C T I N G  ' T T H  P R I V A T E  A D M I N I S T R A T O R S .  A

8 c o o p e r a t i v e  a g r eement ma 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

9 into co n t r a c t s  fo 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  th e  f u n c t i o n s  of  a

10 j o int i n s u r a n c e  arra 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

11 fu 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  this t i tle if this

12 title so requires.

13 Sec. 21.76.060. 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-

14 a t i 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  of directors, or  a u t h o r i z e

15 d e l e g a t i o n  by t he b o a r d  to a n o t h e r  p e r s o n  o r  group, the p o w e r  to

16 c o m p romise, arbitrate, or o t h e r w i s e  sett l e  claims on b e h a l f  of the

17 a r r a n gement.

18 Sec. 21.76.070. E X C E S S  INSURANCE. A  c o o p e r a t i v e  a g r e e m e n t  m a y

19 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  excess or c a t a s t r o p h i c

20 i n s u r a n c e  on  b e h a l f  o f  the j o int i n s u r a n c e  a r r a n gement. The cost of

21 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  in the m a n n e r  s p e c i f i e d  in the

22 joint i n s u r a n c e  agreement, 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

23 this s e c t i o n  onl y  fro 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

24 state, except that an a r r a n g e m e n t  f o r m e d  by m u n i c i p a l i t i e s  or  school

25 d i s t r i c t s  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  this s e c t i o n  from a r i s k - s h a r -

26 ing p ool e s t a b l i s h e d  by  a n a t i o n a l  a s s o c i a t i o n  of s i m i l a r  e n t i t i e s  if

27 the r i s k - s h a r i n g  pool meets the q u a l i f i c a t i o n s  f or an  u n a u t h o r i s e d

28 i n s u r e r  u n d e r  A S  2 1 . 3 4 . 0 4 0 ( b )  and (d) a nd 2 1 . 3 4 . 2 2 0  and has capital

29 and p o l i c y h o l d e r s  s u r p l u s  i n  an a m ount at least as great as w o u l d  be
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r e q u i r e d  if the a s s o c i a t i o n  w ere a d o m e s t i c  m u l t i p l e  l ine insurer. An 

a r r a n g e m e n t  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  this s e c t i o n  f o r  p r o p e r t y  and 

l i a b i l i t y  risks from u n a u t h o r i z e d  i n s u r e r s  a l l o w e d  for u se by  licensed 

A l a s k a  s u r plus lines brokers.

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  

a r r a n g e m e n t  s h all 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 

of m o n e y

(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  a r r a n g e­

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  from a s e l f - i n s u r­

ance  reserve;

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

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

(3) c o l l e c t e d  by  the j o i n t  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  

s u b r o g a t i o n  of a c l a i m  p aid from the f und to a m e m b e r  of the a r r a n g e­

ment .

(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 p a y  claims, losses, or b e n e f i t s ,  i n c l u d i n g  inter e s t  on them, and 

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  

them, i n v o l v i n g  the types o f  p r o t e c t i o n  for w h i c h  the fund p r o v i d e s  

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

(c) The a d m i n i s t r a t o r  shall keep the f und 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  arrangement.

(d) F o r  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  i n s u r a n c e  

arra 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 order, source, 

date, and amount 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 d a y s  of the e n d  of the fiscal year, the a d m i n i s­

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

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

The report f u r n i s h e d  to the d i r e c t o r  of in s u r a n c e  shall b e
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1 (1 ) f i l e d  in the g e n e r a l  f o r m  a nd c o n text a c c e p t a b l e  to the

2 director;

3 (2) i n  a c c o r d a n c e  w i t h  a c c o u n t i n g  p r i n c i p l e s  e s t a b l i s h e d

4 u n d e r  this title; a nd

5 (3) a v a i l a b l e  f o r  p u b l i c  inspection.

6 (f) M o n e y  h eld by a fund as r e s erves a n d  m o n e y  n o t  n e e d e d  for

7 d a i l y  o p e r a t i o n s  m a y  be ir.'-ested by the b o a r d  of d i r e ctors.

8 (f») A  f u n d  m ay not be  t e r m i n a t e d  unless the a d m i n i s t r a t o r  certi-

9 fies that an 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  a n d  c o n t i n g e n t

10 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  fully c o l l a t e r a l i z e d  e s c r o w  account.

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

1? shall file 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

13 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 ement.

14 The a g r e e m e n t  s h all be a v a i l a b l e  for p u b l i c  inspection.

15 Sec. 21.76.100. R E G U L A T I O N S .  A  c o o p e r a t i v e  agreement may au-

16 thorize the b o a r d  of d i r e c t o r s  to adopt rules n ot inc o n s i s t e n t  w i t h

17 law for the 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 int i n s u r a n c e

18 a r r a n g e m e n t  and the j o int i n s u r a n c e  fund.

19 Sec. 2 1 .tC. 110. S U B R O G A T I O N .  A  Joint i n s u r a n c e  a r r a n g e m e n t  has

20 a right of s u b r o g a t i o n  w i t h  r e s p e c t  to its p a r t i c i p a n t s  to the same

21 extent that an i n s u r e r  has a right of s u b r o g a t i o n  w i t h  respect to one

22 of its insureds.

23 Sec. 2 1 . 7 6.900. D E F I N I T I O N S .  In this c h a p t e r

24 (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  for i n v e s t igative,

25 pro c e s s i n g ,  legal, ac t u a r i a l ,  arbi t r a t i o n ,  and s e t t l e m e n t  s e r v i c e s

26 i n c u r r e d  i n  the a d j u s t m e n t  of losses, claims, or b e n e fits;

27 (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

28 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 joint i n s u r a n c e  a r r a n g e m e n t  or

29 a J o i n t  i n s u r a n c e  fund;
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(3) " t o ard" or "boa r d  of d i r e c t o r s "  m e a n s  the b o a r d  of 

d i r e c t o r s  p r o v i d e d  fo r  in a c o o p e r a t i v e  agreement;

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

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

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 j o i n t  i n s u r­

ance a r r a n g e m e n t ;

(5) " f und" or "joint i n s u r a n c e  fund" m e a n s  a f u n d  e s t a b­

lished u n d e r  AS  21.76.080;

(6 ) "joint i n s u rance a r r a n g e m e n t "  means 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  AS 21.76.010.

* Sec. 2. AS 2 1 . 3 6 . 1 9 U  is a m e n d e d  by a d d i n g  a n ew s u b s e c t i o n  to read:

(e) This s e c t i o n  does not apply to i n s u r a n c e  cover a g e  u n d e r  a 

joint i n s u rance a r r a n g e m e n t  a u t h o r i z e d  by AS 23.76.

* Sec. 3. AS 2 1 . 3 9 . 1 5 5 ( a )  is a m e nded to read:

(a) The d i r e c t o r  m a y  r e q u i r e  carriers, except a r e c i p r o c a l  

i n s urer formed by a nd i n s u r i n g  o nly 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  AS 21.75 or a joint i n s u r a n c e  a r ­

rangement f o rmed un 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 rance d e a l i n g  w i t h  workers' comp e n s a t i o n ,  to p a r t i c i p a t e  in an 

a s s i g n e d  risk pool if the d i r e c t o r  finds that m a n d a t o r y  c a r r i e r  part 

i c i p a t i o n  is in the p u b l i c  interest.

* Sec. 4. AS 2 1 . 8 0 . 1 8 0 ( 5 )  is a m e nded 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 transact i n s u r a n c e  in this state, 

except an a s s e s s a b l e  r e c i p r o c a l  i n s urer form e d  by and i n s u r i n g  

only 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  utilities, a j o i n t  i n s u r­

ance a r r a n g e m e n t  formed u n d e r  AS 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  of A l a ska, and the H e a l t h  Lare P r o v i d e r s  J o i n t  U n d e r­

wr 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, e i t h e r  at the
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1 time the p o l i c y  w a s  i s s u e d  o r  w h e n  the i n s u r e d  event o c c u r r e d ,

2 and

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

4 juri s d i c t i o n ;

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

6 (6 ) " m e m b e r  i n s u r e r "  m e a n s  a person, except a n  a s s e s s a b l e

7 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  and i n s u r i n g  only m u n i c i p a l i t i e s  or

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

9 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  of  Alaska, and the H e a l t h

10 Care Providers Joint 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

11 AS  21.88, w ho

12 (A) w r i t e s  a n y  k i n d  of i n s u r a n c e  i-n w h i c h  this c h a p t e r

13 a p p lies u n d e r  AS 2 1 . 8 0 . 0 2 0  i n c l u d i n g  the e x c h a n g e  of r e c i p r o c a l

14 or  i n t e r i n s u r a n c e  contracts, and

15 (B) is l i c e n s e d  to t r a nsact i n s u r a n c e  in this state;

16 * Sec. 6 . Thi s  Act takes effe 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  A S  01.-

17 10.070(c).
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A l a s k a  I n d e p e n d e n t  

I n s u r a n c e  A g e n t s  &  B r o k e r s ,  I n c .

SEND REPLY TO: 2".
‘ D i a n n e  M. L e i g h t o n
A . I . I . A . B .
P.O. B o x  7 7 5 3 0 3  
E a g l e  Rive r ,  A K  995 7 7

M a r c h  20, 19 8 6

Rep. M. M i k e  M i l l e r ,  Ch. 
H o u s e  J u d i c i a r y  C o m m i t t e e  
P o u c h  V
J u n e a u ,  A K  9 9 8 1 1

RE: C S H B  506, r e f e r r e d  t o  Jud. 3 / 2 0 / 8 6

D e a r  R e p r e s e n t a t i v e  M i l l e r :

W e  a r e  p l e a s e d  to s e e  t h a t  t h e  L a b o r  &  C o m m e r c e  c o m m i t t e e  has 
s p l i t  this H B  i n  to two s e c t i o n s  a n d  o f f e r d  a s u b s t i t u t e .  T h e y  
h a v e  le f t  o n e  d e t a i l  up to y o u r  c o m m i t t e e  , how e v e r .

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

A s  w e  u n d e r s t a n d  it, th i s  a r r a n g e m e n t  w o u l d  n o t  b e  s u b j e c t  to 
r e g u l a t i o n  b y  t h e  d i r e c t o r  o f  i n s u r a n c e  n o r  the f e d e r a l  
M c C a r r a n - F e r g u s o n  Act.

W h i l e  w e  a r e  c o n f i d e n t  t o d a y  t h a t  ' h e  a d m i n i s t r a t o r s  w o u l d  be 
r e s p o n s i b l e ,  it is v e r y  p o s s i b l e  t h a t  in a p e r i o d  o f  ti m e  the 
a d m i n i s t r a t i o n  w o u l d  c h ange. It is a p o o l i n g  for i n s u r a n c e  
p u r p o s e s  a n d  w e  f e e l  t h a t  t h e r e  s h o u l d  b e  s o m e  t y p e  o f  r e v i e w  
b y  t h e  D i v i s i o n  o f  I n s u r a n c e .

Also, w e  c a n n o t  s e e m  to f i n d  a n y  p r o v i s i o n  for i n s o l v e n c y  of 
t h e  p o o l  ie, if t h e r e  c o m e s  a t i m e  w h e n  t h e r e  is n o t  e n o u g h  
m o n e y  to p a y  t h e  claims, a n d  t h e  p u b l i c  e n t i t i e s  c a n n o t  r a i s e  
e n o u g h  m o n e y  d u e  to f i x e d  b u d g e t s ,  w h o  p r o v i d e s  t h e  a d d i t i o n a l  
f u n d s ?

W e  a r e  c o n c e r n e d  th a t  t h e  s t a t e  w i l l  e n d  u p  b a i l i n g  o u t  t h e  p o o l  
a n d  w o n d e r  if t h e r e  s h o u l d  b e  s o m e  w o r d i n g  in t h e  b i l l  to c l a r f y  
this.



Those are some of our major concerns. There are others but clearly 
this seems to be a reasonable way to handle the short term insurance 
crisis.

The long term aid will of course be the tort reform package aka 
HB 532 including all substitutes.

Because the HB 506 is short term, should there be a sunset clause 
on the end - say three years?

This is more of a one-sided discussion to simply raise a few 
qustions before your committee takes action.

S  i p  n o r o l  tr

D ie
E x & u u l i v c  u i t e u i o r

cc: Committee members
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T o :  R e p r e s e n t a t i v e  A l  A d a m s ,  C h a i r m a n

M e m b e r s  o f  t h e  H o u s e  F i n a n c e  C o m m i t t e e

F r o m :  S c o t t  A. B u r g e s s ,  E x e c u t i v e  Dire,

D a t e :  A p r i l  21, 1 986

S u b j e c t :  C S H B  5 06 - I n s u r a n c e  P o o l i n g

T h e  A l a s k a  M u n i c i p a l  L e a g u e ,  r e p r e s e n t i n g  116 d i r e c t  m e m b e r  

m u n i c i p a l i t i e s ,  s t r o n g l y  s u p p o r t s  l e g i s l a t i o n  (CSHB 506) t h a t  v;ould e n a b l e  

m u n i c i p a l i t i e s  to p o o l  t h e i r  i n s u r a n c e  c o s t s ,  a n d  losses. C u r r e n t l y ,  

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

o p e r a t i n g  in 23 s t a t e s .  N e v e r  h a s  a n y  m u n i c i p a l  i n s u r a n c e  p o o l  g one i n t o  

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

c l a i m .  A l l  h a v e  b e e n  v e r y  s u c c e s s f u l .

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

i n s u r a n c e  to m u n i c i p a l i t i e s .  P o o l s  o f f e r  m u n i c i p a l i t i e s  a c h a n c e  to  p a y  

p r e m i u m s  b a s e d  s o l e l y  u p o n  l o s s  h i s t o r y .  In a d d i t i o n ,  m u n i c i p a l i t i e s  in 

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

d i v i d e n d  p a y m e n t ,  b a s e d  u p o n  t h e i r  s u c c e s s  at  c o n t r o l l i n g  l o s s e s .  U n d e r  a 

p o o l ,  t h e  a v a i l a b i l i t y  o f  i n s u r a n c e  to  m u n i c i p a l i t i e s  w o u l d  no l o n g e r  be 

s u b j e c t  t o  t h e  c y c l e s  o f  t h e  g e n e r a l  i n s u r a n c e  m a r k e t .

If l e g i s l a t i o n  a l l o w i n g  t h e  f o r m a t i o n  o f  a  m u n i c i p a l  i n s u r a n c e  p o o l  w e r e  

p a s s e d ,  t h e  A M L  w o u l d  m o s t  l i k e l y  o b t a i n  r e i n s u r a n c e  f r o m  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 ,  w h i c h  w i l l  b e g i n  o f f e r i n g  r e i n s u r a n c e  o n  M a y  1 o f  t h i s  

y e r r  t h r o u g h  a r e i n s u r a n c e  p o o l  s u p p o r t e d  b y  t h e  23 s t a t e  m u n i c i p a l  l e a g u e  

p o o l s  c u r r e n t l y  in o p e r a t i o n .  In a d d i t i o n ,  s e v e r a l  o t h e r  r e i n s u r a n c e  

o p p o r t u n i t i e s  w o u l d  b e  a v a i l a b l e  to a n  A l a s k a  M u n i c i p a l  L e a g u e  i n s u r a n c e  

p o o l ,  d u e  t o  t h e  s u c c e s s ,  a n d  p a s t  p e r f o r m a n c e ,  of  t h e  L e a g u e ' s  c u r r e n t  

i n s u r a n c e  p r o g r a m .  T h o u g h  n o t  a  p o o l ,  t h e  L e a g u e  c u r r e n t l y  s p o n s o r s  a 

p r o g r a m  w h i c h  is  p r o v i d i n g  i n s u r a n c e  to o v e r  80  m u n i c i p a l i t i e s  a n d  s c h o o l  

d i s t r i c t s  in  t h e  S t a t e  f o r  w o r k e r ' s  c o m p e n s a t i o n ,  g e n e r a l  l i a b i l i t y ,  

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

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

T h e  A l a s k a  M u n i c i p a l  L e a g u e  u r g e s  y o u  to p a s s  C S H B  506.

T h a n k  y o u  f o r  y o u r  c o n s i d e r a t i o n  of t h i s  i m p o r t a n t  issue. If t h e  L e a g u e  

m a y  b e  o f  f u r t h e r  a s s i s t a n c e  in  a n y  way ,  p l e a s e  call. A t t a c h e d ,  p l e a s e  

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

o p e r a t i o n ,  a l i s t i n g  o f  A l a s k a  m u n i c i p a l i t i e s  a n d  s c h o o l  d i s t r i c t s  

c u r r e n t l y  o b t a i n i n g  t h e i r  i n s u r a n c e  t h r o u g h  the A l a s k a  M u n i c i p a l  L e a g u e ,  

t e s t i m o n y  p r e s e n t e d  to t he H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e  on  b e h a l f  of  

A M L  m e m b e r  m u n i c i p a l i t i e s ,  a c o p y  o f  th e  A M L  r e s o l u t i o n  o n  the i n s u r a n c e  

c r i s i s  f a c i n g  t h e  S t a t e  o f  A l a s k a ,  a n d  a sample' s u r v e y  of i n s u r a n c e  r a t e  

i n c r e a s e s  f o r  A l a s k a  m u n i c i p a l i t i e s .



TELEPHONE 
(907) 586-1325 _̂___

To: R e p r e s e n t a t i v e  M i k e  M i l l e r ,  C h a i r m a n

M e m b e r s  o f  t h e  H o u s e  J u d i c i a r y  C o m m i t t e e

F r o m :  S c o t t  A. B u r g e s s ,  E x e c u t i v e  D i r e c t o r

D a t e :  M a r c h  26, 198 6

S u b j e c t :  C S H B  5 0 6  - I n s u r a n c e  P o o l i n g

T h e  A l a s k a  M u n i c i p a l  L e a g u e ,  r e p r e s e n t i n g  1 1 6  d i r e c t  m e m b e r  

m u n i c i p a l i t i e s ,  s t r o n g l y  s u p p o r t s  l e g i s l a t i o n  (CSHB 506) t h a t  w o u l d  e n a b l e  

m u n i c i p a l i t i e s  t o  p o o l  t h e i r  i n s u r a n c e  c o s t s ,  a n d  l o s s e s .  C u r r e n t l y ,  

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

o p o r a t i n g  i n  23 s l a t e s .  N e v e r  h a s  a n y  m u n i c i p a l  i n s u r a n c e  p o o l  g o n e  i n t o  

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

c l a i m .  A l l  h a v e  b e e n  v e r y  s u c c e s s f u l .

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

i n s u r a n c e  t o  m u n i c i p a l i t i e s .  P o o l s  o f f e r  m u n i c i p a l i t i e s  a  c h a n c e  to p a y  

p r e m i u m s  b a s e d  s o l e l y  u p o n  los s  h i s t o r y .  I n  a d d i t i o n ,  m u n i c i p a l i t i e s  in  

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

d i v i d e n d  p a y m e n t ,  b a s e d  u p o n  t h e i r  s u c c e s s  a t  c o n t r o l l i n g  losses. U n d e r  a 

p o o l ,  the a v a i l a b i l i t y  of  i n s u r a n c e  to  m u n i c i p a l i t i e s  w o u l d  n o  l o n g e r  b e  

s u b j e c t  to t h e  c y c l e s  o f  t he g e n e r a l  i n s u r a n c e  m a r k e t .

I f  l e g i s l a t i o n  a l l o w i n g  the f o r m a t i o n  o f  a m u n i c i p a l  i n s u r a n c e  p o o l  w e r e  

p a s s e d ,  t h e  A M L  w o u l d  m o s t  l i k e l y  o b t a i n  r e i n s u r a n c e  f r o m  th e  N a t i o n a l  

L e a g u e  of  C i t i e s ,  w h i c h  w i l l  b e g i n  o f f e r i n g  r e i n s u r a n c e  on  M a y  1 o f  t h i s  

y e a r  t h r o u g h  a r e i n s u r a n c e  p o o l  s u p p o r t e d  b y  the 23 s t a t e  m u n i c i p a l  l e a g u e  

p o o l s  c u r r e n t l y  in o p e r a t i o n .  I n  a d d i t i o n ,  s e v e r a l  o t h e r  r e i n s u r a n c e  

o p p o r t u n i t i e s  w o u l d  b e  a v a i l a b l e  to a n  A l a s k a  M u n i c i p a l  L e a g u e  i n s u r a n c e  

p o o l ,  d u e  t o  t h e  s u c c e s s ,  a n d  p a s t  p e r f o r m a n c e ,  o f  t h e  L e a g u e ' s  c u r r e n t  

i n s u r a n c e  p r o g r a m .  T h o u g h  n o t  a p o o l ,  t he L e a g u e  c u r r e n t l y  s p o n s o r s  a 

p r o g r a m  w h i c h  is p r o v i d i n g  i n s u r a n c e  t o  o v e r  80  m u n i c i p a l i t i e s  a n d  s c h o o l  

d i s t r i c t s  i n  t h e  S t a t e  f o r  w o r k e r ' s  c o m p e n s a t i o n ,  g e n e r a l  l i a b i l i t y ,  

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

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

T h e  A l a s k a  M u n i c i p a l  L e a g u e  u r g e s  y o u  to p a s s  C S H B  506.

T h a n k  y o u  f o r  y o u r  c o n s i d e r a t i o n  o f  t h i s  i m p o r t a n t  issu e .  I f  the L e a g u e  

m a y  b e  o f  f u r t h e r  a s s i s t a n c e  in a n y  w a y ,  p l e a s e  call. A t t a c h e d ,  p l e a s e  

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

o p e r a t i o n ,  a l i s t i n g  of A l a s k a  m u n i c i p a l i t i e s  a nd s c h o o l  d i s t r i c t s  

c u r r e n t l y  o b t a i n i n g  t h e i r  i n s u r a n c e  t h r o u g h  t h e  A l a s k a  M u n i c i p a l  L e a g u e ,  

t e s t i m o n y  p r e s e n t e d  to t h e  H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e  o n  b e h a l f  o f  

A M L  m e m b e r  m u n i c i p a l i t i e s ,  a c o p y  o f  t h e  A M L  r e s o l u t i o n  on  t h e  i n s u r a n c e  

c r i s i s  f a c i n g  t h e  S t a t e  o f  A l a s k a ,  a n d  a s a m p l e  s u r v e y  o f  i n s u r a n c e  r a t e  

i n c r e a s e s  f o r  A l a s k a  m u n i c i p a l i t i e s .

M E M B E R  O F  T H E  NA T IO N A L  L E A G U E  O F  C IT IE S  A N D  TH E  N A T IO N A L  A S S O C IA T IO N  O F  C O U N T IE S
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GROUP SELF-INSURANCE POOLS 
SPONSORED BY STATE MUNICIPAL LEAGUES

Type of Risk Covered

Officers
Pr? Jrc-rtf
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Maw. Ceve*aiv3 Cno
F*V V>ci a,?s*cent 
Cato* Bei'amv
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Mayor San Aniono. Te«aj
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Mayor. Sl Paul. Mmnescra
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Alabama
Arkansas
Connecticut
Florida
Georgia

Health & 
Accident

Workers
Compensation

x
x
X
X
X

Unemployment 
Liability Compensation Pro:

x
( 1 )

X

Illinois X X
Iowa X
Kentucky • X X
Louisiana (3) X X
Maine- X X (1) X

Massachusetts x(2)
Michigan X X X
Minnesota X X X
New Hampshire X X
New Mexico X

North Carolina X X (1)
Oklahoma (3) X X X
South Carolina (3) X X
Tennessee X X . x
Texas X X

Utah X (1)
Vermont (1) X
Virginia X

(1) Pool being developed (as of 8/35)
(2) Fronted safety group program rather than pure pool
(3) Not participating in NLC/RMPSP

Prepared by: National League of Cities
December, 1935



ADAK REGION S /D  

C ITY OF AKUTAN 

C ITY OF ALEKNAGIK 

C ITY OF ANVIK 

C m '  OF BARROW 

C ITY OF BETHEL 

C ITY OF BREVIG MISSION 

BRISTOL BAY BOR. § S /D  

CHATHAM S/D  

C ITY OF CHIGN'IK 

C ITY OF COLD BAY 

COPPER RIVFP. S/D 

C ITY OF CORDOVA 

C ITY OF CRAIG 

CRAIG CITY S/D 

C ITY OF DILLINGHAM 

C ITY OF EAGLE 

C ITY OF EMMONAK 

C ITY OF FORT YUKON 

C ITY OF GALENA 

C ITY OF GAMBELL 

C ITY OF GOLOVIN 

HAINES BOROUGH 5 S /D  

CITY OF HAINES 

CITY OF HOONAH 

. .C ITY  OF HOOPER BAY 

CITY OF HOUSTON

A L A S K A MUNICIPAL LEAGUE PARTICIPANTS 

C ITY OF HUSLIA 

CITY OF HYDABURG 

CITY OF KACHEMAK 

KASHUNAMIUT S/D 

CITY OF KAKE

KENAI PENINSULA BOR. 5 S /D

CITY OF KETCHIKAN

KETCHIKAN GATEWAY BOR, 5 S/D

CITY OF KTANA

KING COVE S/D

CITY OF KING COVE

CITY OF KLAWOCK

KLAWOCK CITY S/D

CITY OF KOBUK

CITY OF KOTZEBUE

LAKE 5 PENINSULA S/D

CITY OF LARSEN BAY

CITY OF LOWER KALSKAG

MAT ANUSKA SUSITNA BOR. 6 S/D

C ITY OF MCGRATH

CITY OF NENANA

CITY OF NEWHALEN

CITY OF NIKOLAI

C ITY OF NOORVIK

CITY OF NUIQSUT

CITY OF NUNAPITCIIUK

CITY OF OLD 1L\RB0R

CITY OF OUZINKIE

CITY OF PALME ’

CITY OF PORT HEIDEN

PRIB ILOF S/D

CITY OF RUBY

CITY OF RUSSIAN MISSION

CITY OF ST . MARY'S

CITY OF ST . MICHAEL

CITY OF ST . PAUL

CITY OF SAND POINT

SAND POINT CITY S/D

CITY OF SAVOONGA

CITY OF SAXMAN

CITY OF SEW.ARD

CITY OF SHISHMAREF

C U T OF SKAGWAY 6 S/D

SOUTHWEST REGION S/D

CITY OF TELLER

CITY OF THORNE BAY

CITY OF TOKSOOK BAY

CITY OF UNA LASKA

CITY OF WALES

CITY OF WASILLA

CITY OF WHITTIER

CITY OF YAKUTAT

Y U P I IT  S/D



I
TELEPHONE 

(907) 58b-1325 105 MUNICIPAL WAY, SUITE 301 
IUNEAU. ALASKA 99801

To: R e p r e s e n t a t i v e  M i k e  N a v a r r e ,  C h a i r m a n

M e m b e r s  o f  t h e  H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

D a t e :  F e b r u a r y  17, 1 9 8 6

F r o m :  S c o t t  A. B u r g e s s ,  E x e c u t i v e

S u b j e c t :  L e g i s l a t i o n  A d d r e s s i n g  T h e  I n s u r a n c e  P r o b l e m

O n  b e h a l f  o f  t h e  A l a s k a  M u n i c i p a l  L e a g u e ,  t h a n k  y o u  a n d  a l l  t h e  m e m b e r s  o f  

t h e  1 4 t h  L e g i s l a t u r e  f o r  r e c o g n i z i n g  t h a t  a n  i n s u r a n c e  c r i s i s  e x i s t s ,  a n d  

f o r  t a k i n g  o n, w h a t  h a s  a l r e a d y  p r o v e n  i t s e l f  to b e ,  a  d i f f i c u l t  issue. 

T h e  L e a g u e ,  o n  b e h a l f  o f  t h e  116 m u n i c i p a l i t i e s  it r e p r e s e n t s ,  d i r e c t l y ,  

a n d  a l l  l o c a l  g o v e r n m e n t s  i n  A l a s k a ,  o f f e r s  i ts a s s i s t a n c e  in f i n d i n g  

s h o r t - t e r m  a n d  l o n g - t e r m  s o l u t i o n s .

A t t a c h e d  is a c o p y  o f  a n  A M L  r e s o l u t i o n  o n  t h e  i n s u r a n c e  a n d  t o r t  r e f o r m  

i s s u e  f r o m  t h e  1 9 8 6  P o l i c y  S t a t e m e n t  wh'ich w a s  s e n t  to y o u  a t  t h e  

b e g i n n i n g  of  the y e a r .  A l s o ,  t h e  f o l l o w i n g  p o l i c y  a p p e a r s  o n  p a g e  8 o f  

t h e  S t a t e m e n t :

F. T O R T  R E F O R M

T h e  L e a g u e  u r g e s  t h e  L e g i s l a t u r e  to  r e v i e w  t o r t  r e f o r m  a n d  t o  w o r k

for a v i a b l e  m u n i c i p a l  i n s u r a n c e  s y s t e m .

T h e s e  p o l i c i e s  c a m e  o u t  o f  t h e  d i s c u s s i o n s  a n d  a c t i o n s  at  t h e  a n n u a l  

c o n f e r e n c e  in  F a i r b a n k s .  T h e  B o a r d  o f  D i r e c t o r s  c h o s e  f i n d i n g  s o l u t i o n s  

to t he 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  o f  i ns :rance f o r  m u n i c i p a l i t i e s  as 

o n e  o f  i ts t o p  f o u r  l e g i s l a t i v e  p r i o r i t i e s  f o r  t h i s  y e a r .  W h i l e  t he 

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

t h e i r  i n s u r a n c e  n e e d s ,  i t  h a s  b e e n  u n a b l e  to a d d r e s s  a n d  f u l l y  u n d e r s t a n d  

t h e  c u r r e n t  c r i s i s .

T h e  L e a g u e  is in  s u p p o r t  o f  l e g i s l a t i o n  a l l o w i n g  m u n i c i p a l i t i e s  to c r e a t e  

a s e l f - i n s u r e d  r i s k  p o o l .  T h e  c u r r e n t  s t a t u t e s  a l l o w i n g  f or 

m u n i c i p a l i t i e s  to f o r m  r e c i p r o c a l s  is u n n e c e s s a r i l y  b u r d e n s o m e  a nd 

e x p e n s i v e .  I t  r e q u i r e s  m u n i c i p a l i t i e s  t o  e s s e n t i a l  c r e a t e  a n  i n s u r a n c e  

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

a g e n c i e s ;  r e q u i r e s  a h e a v y  s u r p l u s  d e p o s i t  o v e r  a n d  a b o v e  t h e  c u r r e n t  h i g h  

p r e m i u m s ;  and, is s u b j e c t  to u n n e c e s s a r y  r e g u l a t i o n  b y  t he D i v i s i o n  o f  

I n s u r a n c e .

T h e  L e a g u e  is a l r e a d y  h e l p i n g  m u n i c i p a l i t i e s  w i t h  t h e i r  i n s u r a n c e  n e eds. 

T h e  L e a g u e  h a s  p u r s u e d  s e t t i n g  u p  a s e l f - i n s u r a n c e  p o o l  p r o g r a m  for 

s e v e r a l  y e a r s  b u t  h a v e  b e e n  t h w a r t e d  b y  i n t e r p r e t a t i o n s  o f  e x i s t i n g  law, 

a n d  o u r  a t t e m p t s  to c h a n g e  it. T h e  L e a g u e  h a s  a g r o u p  i n s u r a n c e  p r o g r a m  

w h i c h  is p r o v i d i n g  i n s u r a n c e  c o v e r a g e  t o  o v e r  7 0  m u n i c i p a l i t i e s  for 

w o r k e r s  c o m p e n s a t i o n ,  g e n e r a l  l i a b i l i t y ,  b u s i n e s s  a u t o ,  a n d  e r r o r s  and
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o m i s s i o n s  c o v e r a g e  f o r  l a w  e n f o r c e m e n t ,  p u b l i c  o f f i c i a l s ,  a n d  s c h o o l  

b o a r d  m e m b e r s .  H o w e v e r ,  b e c a u s e  o f  t h e  m a r k e t  a n d  o u r  i n a b i l i t y  to  p o ol, 

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

T h e  L e a g u e  h a s  n o t  b e e n  a b l e  to r e s e a r c h  t h e  c u r r e n t  t o r t  r e f o r m  i s s u e  

w e l l  e n o u g h  to c o m m i t  to s u p p o r t i n g  a l l  t h e  r e c o m m e n d e d  c h a n g e s  to the 

S t a t u e s ,  o r  to m a k e  t h e  d i r e c t  c o n n e c t i o n  b e t w e e n  t o r t  r e f o r m  and t h e  

c u r r e n t  i n s u r a n c e  p r o b l e m .  L i k e  you, l o c a l  e l e c t e d  o f f i c i a l s  a r e  e q u a l l y  

c o n c e r n e d  f o r  b o t h  t o d a y ' s  p l a i n t i f f  a n d  t o m o r r o w ' s  t a x p a y e r .  T h e  B o a r d  

o f  D i r e c t o r s  is  u n s u r e  w h e t h e r  t h e  f a u l t  f o r  t h e  c u r r e n t  i n s u r a n c e  

p r o b l e m s  r e s t  w i t h  a r e c k l e s s  s o c i e t y ,  t h e  i n s u r a n c e  i n d u s t r y ,  t h e  j u s t i c e  

s y s t e m  o r  S t a t e  l a ws, o r  a c o m b i n a t i o n  o f  all. T h e r e f o r e ,  t h e  L e a g u e  is 

a s k i n g  t h e  L e g i s l a t u r e  f o r  h e l p  to a n a l y z e  t h e  p r o b l e m  a n d  d e v e l o p  

r e a s o n a b l e  s o l u t i o n s .  T o r t  r e f o r m  s h o u l d  b e  e v a l u a t e d  on  w h e t h e r  it is 

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

to  t h e  c u r r e n t  p r o b l e m .

T h e r e  is a p r o b l e m .  M u n i c i p a l i t i e s ,  a n d  o t h e r s  w h o  w i l l  a p p e a r  b e f o r e  

y ou, a r e  u n a b l e  t o  o b t a i n  o r  a f f o r d  i n s u r a n c e  to p r o t e c t  t h e m s e l v e s ,  t h e i r  

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

u n i q u e .  M u n i c i p a l i t i e s  a r e  r e g a r d e d  a s  h i g h  r i s k  c l i e n t s  b y  i n s u r a n c e  

c o m p a n i e s  b e c a u s e  t h e y  h a v e  a g r e a t e r  p o t e n t i a l  f o r  b e i n g  s u ed; t h e r e f o r e ,  

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

i t s e l f ,  is n o t  u n i q u e  b e c a u s e  t h e  s a m e  a p p l i e s  t o  d o c t o r s .  H o w e v e r ,  t h e  

f a c t  t h a t  m u n i c i p a l i t i e s  a r e  in t h e  b u s i n e s s  o f  p r o v i d i n g  h i g h  r i s k  p u b l i c  

s e r v i c e s ,  s u c h  as f i r e  a n d  p o l i c e ,  t h a t  t h e y  c a n n o t  s t o p  p r o v i d i n g  j u s t  

b e c a u s e  o f  t h e  c o s t  o r  r i s k ,  is  u n i q u e  t o  m u n i c i p a l i t i e s .  S e c o n d l y ,  

m u n i c i p a l i t i e s  a r e  th e  v i c t i m s  o f  t h e  ''deep p o c k e t "  theory. 

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

t h e  d e g r e e  o f  f a u l t  b e c a u s e  t h e r e  is a p e r c e i v e d  u n l i m i t e d  a b i l i t y  to p ay. 

A  c l a i m  is n o t  l i m i t e d  b y  t h e  a m o u n t  o f  i n s u r a n c e  c o v e r a g e  b u t  b y  a s sets, 

a n d  j u r i e s  p e r c e i v e  t h a t  m u n i c i p a l i t i e s  n e e d  o n l y  r a i s e  t a x e s  to p a y  t h e  

c l aim.

T h e  L e a g u e  is  c u r r e n t l y  c o l l e c t i n g  i n f o r m a t i o n  t h r o u g h  a s u r v e y  o f  its 1 16 

m e m b e r s  o n  t h e i r  r e c e n t  i n s u r a n c e  e x p e r i e n c e s .  T h e  s u r v e y  is n o t

c o m p l e t e ;  h o w e v e r ,  a t t a c h e d  is t h e  i n f o r m a t i o n  f r o m  t h e  c o m m u n i t i e s  t h a t

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

m u n i c i p a l i t i e s  in the A M L  I n s u r a n c e  P r o g r a m ,  p r o v i d e d  b y  o u r  b r o k e r  F r a n k  

B. H a l l  & Co. o f  A l a s k a .

S e v e r a l  b i l l s  a r e  b e f o r e  t h e  L e g i s l a t u r e  a t t e m p t i n g  to a d d r e s s  t h e  

i n s u r a n c e  p r o b l e m  in A l a s k a .  W e  s u p p o r t  t h e  c o n c e p t  o f  a l l o w i n g

m u n i c i p a l i t i e s  to f o r m  s e l f - i n s u r e d  r i s k  p o o l s .  A n  A M L  L e g i s l a t i v e

S u b c o m m i t t e e  h a s  r e v i e w e d  t h e  b i l l s  i n t r o d u c e d  t h i s  s e s s i o n  a n d  b e f o r e  

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

c o m p l e t e l y  c o v e r e d  in  H B  5 32. H o w e v e r ,  t h e  S u b c o m m i t t e e  a n d  th e  s t a f f  

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

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

L e a g u e ,  o f  c o u r s e ,  is a v a i l a b l e  to h e l p  y o u  in a n y  w a y  we  c a n  to  f i n d  

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

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



R E R C LU T IO N  OF  THE  ALASKA M U N IC I P A L  LEAGUE
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A  R E S O L U T I O N  O F  T H E  A L A S K A  M U N I C I P A L  L E A G U E  

U R G I N G  T H E  S T A T E  L E G I S L A T U R E  T O  I N V E S T I G A T E  

T O R T  R E F O R M  A N D  T H E  R E A S O N S  B E H I N D  T H E  

U N A V A I L A B I L I T Y  O F  C E R T A I N  L I N E S  O F  I N S U R A N C E .

W H E R E A S ,  i n s u r a n c e  r a t e s  h a v e  i n c r e a s e d  a s t r o n o m i c a l l y  a n d  this 

h a s  c a u s e d  b u s i n e s s e s  to  c l o s e  a n d  h a s  c r e a t e d  a f i n a n c i a l  b u r d e n  on 

t a x p a y e r s  i n  A l a s k a ,  a n d

W H E R E A S , m u n i c i p a l  i n s u r a n c e  r a t e s  h a v e  i n c r e a s e d  a s  m u c h  as 

500*. in  s o m e  a r e a s ,  a n d

W H E R E A S ,  d a y  c a r e  o p e r a t o r s ,  a i r  c a r r i e r s ,  t r u c kers, 

c o n t r a c t o r s ,  C H A R P - a f f i l i a t e d  b u s i n e s s e s ,  d o c t o r s ,  a n d  a r c h i t e c t s  are 

i n  m a n y  c a s e s  u n a b l e  to  o b t a i n  a n y  i n s u r a n c e ,  a n d

W H E R E A S ,  t h e  A l a s k a  M u n i c i p a l  L e a g u e  f e e l s  s t r o n g l y  t h a t  an 

i n v e s t i g a t i o n  i n t o  c a u s e s  s h o u l d  b e  m a d e  a n d  a s o l u t i o n  to this 

p r o b l e m  m u s t  b e  f o u n d  t h i s  y e ar;

N C W , T H E R E F O R E ,  B E  I T  R E S O L V E D  b y  t h e  A l a s k a  M u n i c i p a l  L e a g u e  

t h a t  t h e  O f f i c e  o f  t h e  G o v e r n o r  a n d  t h e  A l a s k a  S t a t e  L e g i s l a t u r e  are 

u r g e d  to i m m e d i a t e l y  p u r s u e  a l l  a v e n u e s  a v a i l a b l e  to s o l v e  this 

p r o b l e m  a n d  f i n d  a w a y  t o  p r o v i d e  ins"'"'"''" ' 1

A d o p t e d  t h i s  1 6 t h  d a y o f  N o v e m

L E O  B. R A S M U S S E N ,  P r e s i d e n t

A T T E S T :



MUNICIPALITY
LAST THIS 2 of SUPPORT

YEAR PREMIUM/COVERAGE YEAR PREMIUM/COVERAGE budgec POOLING

JO IN /

ALAKANUK UNINSURED UNINSURED 4% YES

ALEKNAGIK $ A ,500 $15,000 132 MAYBE

BARROW $ A , 100/$ 1 million $10,000/$500,000

BETHEL $350,000 $600,000 102 YES

CORDOVA $ 2 1 ,000/$ 1 million $ 31,850/$500,000

EAGLE $ 3,365/$500,000 $ 8 , 739/$500,000 62 YES

FAIRBANKS $212,876/$20 million $ 5 14,167/$5 million 2.52 NO

GALENA REPEATED CANCELLATIONS/PREMIUMS UP 2002 52 MAYBE

GAMBELL $ 19,300/$1 million $ 15,617/$500,000

HAINES BOROUGH $ 25,000 $ 34,797 3.52 NO

HOONAH $ 6,484/$1 million $ ll,640/$500,000

HOUSTON $ 23.S06 37,444 162 MAYBE

JUNEAU $518,000 $1,253,900 22 YES

KAKE $ 10,617/$1 million $ 7,080/$500,000

KENAI $ 85,000/$10 million $320,000/$10 million NO

KODIAK $ 90,083/$500,000 $155,725/$500,000 52 YES

KOTZEBUE $140,000 $280,000 52 YES

LOWE\ KALSKAG $ 2,500/$l million $ 5,000/$500,000

McGRATH $ 13,596 $ 41,063 7.52 YES

NULATO $ 4,500/$500,090 $ 12,000/$500,000 52 YES

PALMER $138,000/$10 million $219,000/$1.5 million YES

PELICAN $ 7,457/$500,000 $ 15,908/$300,000 11.52 YES

RUSSIAN MISSION $ 2,580/$l million $ 5,000/$500,000

St. MARY'S $ 4,200/$l million $ 5,000/$500,000 102 YES

SAND POINT $ 45,000 $ 80,000 92 YES

SITKA $ 53,753/$10 million $131,u28/$5 million 32 YES

SKAGWAY $ 31,883/SI million $ 55,806/$ 1 million 62 MAYBE

SOLDOTNA $110,000/$10 million $270,000/$10 million 62 YES

TENAKEE SPRINGS $ 13,670 $ 42,000 162 YES

UNALASKA $131,124/$ 14 million $ 99,468/$4 million 102 YES

WALES $ 11,663 UNINSURED YES

WASILLA $ ll,000/$6 million $19,000/$!.5 million 22 MAYBE

** ALL INFORMATION COMPILED BY THE ALASKA MUNICIPAL LEAGUE BY SURVEY. BACK-UP IS 

AVAILABLE THROUGH THE AML 105 Municipal Way, Suite 301, Juneau, Alaska 99801
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1 IN  THE H O U S E  B Y  T H E  J U D I C I A R Y  C O M M I T T E E

2 CS F O R  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 (Judiciary)

3 IN  THE 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 en t i t l e d :  "An Act r e l a t i n g  to joint i n s u r a n c e  a r r a n g e m e n t s ;  and

7 p r o v i d i n g  for an e f f e c t i v e  d a te."

8 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  O F  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  TO E S T A B L I S H  J O I N T  I N S U R A N C E  ARRAN G E -

12 MENTS. (a) The fo l l o w i n g  groups m ay e n t e r  i nto c o o p e r a t i v e

13 a g r e e m e n t s  w i t h  e a c h  o t h e r  for the p u r p o s e  of e s t a b l i s h i n g ,  operating,

14 o r  p a r t i c i p a t i n g  in 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

15 p a r t i c i p a t i n g  m e m b e r s  agree to pool c o n t r i b u t i o n s  in o r d e r  to e i t h e r

16 a s sume risks fro m  losses on a g r o u p  basis or p u r c h a s e  c o v e r a g e  on a

17 g r o u p  basis:

18 (1 ) m u n i c i p a l i t i e s ;

19 (2) school d i s t ricts;

20 (3) regional e d u c a t i o n a l  a t t e n d a n c e  areas;

21 (4) u n i n c o r p o r a t e d  asso c i a t i o n s ;

22 (5) regional e l e c t r i c a l  a s s o c iations;

23 (6 ) entities q u a l i f i e d  to do b u s i n e s s  u n d e r  the F e d eral

24 R i s k  R e t e n t i o n  Act;

25 (7) groups that w o u l d  be c o n s i d e r e d  v a l i d  u n d e r  this title

26 for the type of  i n s u rance for w h i c h  the j o int i n s u r a n c e  a r r a n g e m e n t  is

27 established.

28 (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  m a y  be f o r  any k i n d  of insur-

29 ance d e f i n e d  by  this t i tle except for life i n s u r a n c e  and title
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1 i n s u r a n c e .

2 (c) A  j o i n t  i n s u rance a r r a n g e m e n t  s h all be c o n s i d e r e d  an  alter-

3 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  o r  c o n t r a c t  of i n s u r a n c e

4 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.

5 Sec. 21.76.020. R E G U L A T I O N  BY D I V I S I O N  OF IN S U R A N C E .  A  j o i n t

6 i n s u r a n c e  a r r a n g e m e n t  may not be c o n s i d e r e d  i n s u r a n c e  for the p u r p o s e

7 of an y  o t h e r  l aw of the state and is n ot s u b ject to r e g u l a t i o n s  of the

8 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 chapter.

9 Sec. 21.76.030. G E N E R A L  P R O V I S I O N .0 C O O P E R A T I V E  A G R E E M E N T S .  A

10 c o o p e r a t i v e  a g r e ement shall p r o v i d e  fo..‘ the p r o p e r  o p e r a t i o n  of the

11 j o i n t  i n s u r a n c e  arrangement, and i n c lude p r o v i s i o n s  for

12 (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-

13 t o r s , 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 nd o t h e r  require-

14 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;

15 (2) appointment 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

16 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 a r r a n g e m e n t ;

17 (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 r o s t e r  of

18 p a r t i c i p a t i n g  m e m b e r s  and the n a mes of the m e m b e r s  of the b o a r d  of

19 d i r e ctors;

20 (4) p r o c edures to e s t a b l i s h  and p r o m o t e  a n  a g g r e s s i v e  r isk

21 m a n a g e m e n t  and p r o g r a m  a m ong the 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

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

23 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 fety t e c h n o l o g i e s  and i m p r o v e d  w o r k

24 t e c h n i q u e s  and procedures;

25 (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

26 in d e f a u l t  fro m  m e m b e r s  of the arrangement;

27 (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

28 w i t h d r a w a l  of m e m b e r s  from the arrangement;

29 (7) the m e t h o d  of a p p o r t i o n i n g  costs and d i s p o s i t i o n  of
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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 nd audit reports 

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  members;

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

sets; and

(1 0 ) 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. 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 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  annual 

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  reserves for 

losses of the joint 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.

(b) A  joint i n s u r a n c e  a r r a n g e m e n t  shall be s u b j e c t  to an  annual 

i n d e p e n d e n t  audit. T h e  a u dit shall be 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  st 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  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  for 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 

this section. T h e  a u cit r e p o r t  must i n c l u d e  c e r t i f i c a t i o n  from a 

c a s u a l t y  a c t u a r y  who 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 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 sound and the level of 

the r e s e r v e s  are adequate.

(c) A  joint in s u r a n c e  a r r a n g e m e n t  shall use a m e t h o d  of a c c o u n t­

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  p r i n­

ciples .

Sec. 21.76.050. 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 ter 

into co n t r a c t s  f or 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  the f u n c t i o n s  of a 

joint i n s urance a r r a n g e m e n t .  T he 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 ctions m ust 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  title if this 

title so requires.

Sec. 21.76.060. D E L E G A T I O N  OF P O W E R  T O  S E T T L E  CLAIMS. 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 ay 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  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  group, the

p o w e r  to c o m p r o m i s e ,  ar b i t r a t e ,  or  o t h e r w i s e  s e t t l e  clai m s  o n  b e h a l f  

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

Sec. 21. 7 6 . 0 7 0 .  E X C E S S  INSURANCE. 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 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  

i n s u r a n c e  o n  b e h a l f  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 .  Th e  cost of 

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

j oint 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  

this s e c t i o n  onl y  from 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 

state 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 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 plus lines broker.

Sec. 21 . 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  shall e s t a b l i s h  a joint i n s u r a n c e  fund. T he fund c o n sists 

of mor.ey

( 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 i n t  i n s u r a n c e  a r r a n g e­

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  o r  t r a n s f e r s  f r o m  a s e l f - i n s u r­

ance reserve;

(2 ) c o n t r i b u t e d  by o f f icers a nd e m p l o y e e s  of m e m b e r s  of the 

j oint 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; a nd

(3) c o l l e c t e d  by 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  

s u b r o g a t i o n  of a c l a i m  p a i d  f rom the f und to a m e m b e r  of the a r r a n g e­

ment .

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

to p ay claims, losses, or b e n efits, i n c l u d i n g  i n t e r e s t  o n  them, and

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

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 und 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  shall 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
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1 funds of a m e m b e r  of  a j o i n t  i n s u r a n c e  arrangement.

2 (d) F or 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

3 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  must show the order, source,

4 date, and a m o u n t  of eac h  p a y m e n t  fro m  the fund.

5 (e) W i t h i n  60 d ays of  the end of  the fiscal year, the adminis-

6 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  report of t he o p e r a t i o n  and c o n d i t i o n

7 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  and t he d i r e c t o r  of insurance.

8 The report f u r n i s h e d  to the d i r e c t o r  of i n s urance s h all be a v a i l a b l e

9 for p u b l i c  i n s p ection.

10 (f) M o n e y  h e l d  by a fund as reserves a n d  m o n e y  n o t  n e e d e d  for

11 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 the b o ard of di r e c t o r s .

12 (g) A  f u n d  m ay not be 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  certi-

13 fies that an  amount 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  a nd c o n t i n g e n t

14 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 fully c o l l a t e r a l i z e d  e s c r o w  account.

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

16 shall file 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

17 insurance 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 ag r e e m e n t .

18 The a g r e e m e n t  shall be  a v a i l a b l e  for p u b l i c  inspection.

19 Sec. 2 1 . 7 6.100. R E G U L ATIONS. A c o o p e r a t i \ j  a g r e e m e n t  m a y  au-

20 t h o rize the b o a r d  of d i r e c t o r s  to adopt reg u l a t i o n s  not i n c o n s i s t e n t

21 w ith law f o r  the fair and 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  insur-

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

23 Sec. 2 1 . 7 6.110. 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

24 a cause 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  pai d  to a p a r t i c i p a t i n g

25 m e m b e r  for a loss or injury 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

26 for the loss or i n j u r y  from a t h ird party. T h e  j o i n t  i n s u r a n c e  ar-

27 rangement a l s o  h as a d i r e c t  cause of a c t i o n  fo r  r e i m b u r s e m e n t  a g a i n s t

28 a t h i r d  p a r t y  r e s p o n s i b l e  f o r  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 -

29 i p a t i n g  m e m b e r  if the j o i n t  a r r a n g e m e n t  ha s  p a i d  m o n e y  to the

•
-5- CSSSHB 5 0 6 (Jud)



t

1 p a r t i c i p a t i n g  m e m b e r  for th e  loss or injuries.

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

3 (1) ’’adj 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  for inve s t i g a t i v e ,

4 p r o c e s s i n g ,  legal, a c t u a r i a l ,  a r b i tration, and s e t t l e m e n t  services

5 i n c u r r e d  in the a d j u s t m e n t  of losses, claims, or benefits;

6 (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

7 the b o a r d  of d i r e c t o r s  to a d m i n i s c e r  a joint in s u r a n c e  a r r a n g e m e n t  or

8 a j o i n t  i n s u r a n c e  fund;

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

10 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  agreement;

11 (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

12 e n t e r e d  int o  by  two o r  m o r e  entities d e s c r i b e d  in A S  2 1 . 7 6 . 0 1 0  for the

13 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 j o i n t  insur-

14 ance a r r a n g e m e n t ;

15 (5) "fund" or " j oint i n s u r a n c e  fund" m e a n s  a fun d  estab-

16 l i s h e d  u n d e r  AS 21.76.080;

17 (6 ) "joint i n s u r a n c e  a r r a n g e m e n t "  means a j o i n t  i n s u r a n c e

18 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.

19 *  Sec. 2. AS  2 1 . 3 6 . 1 9 0  is a m e n d e d  by a d d i n g  a n ew s u b s e c t i o n  to read:

20 (e) This s e c t i o n  does not a p ply to insurance c o v e r a g e  u n d e r  a

21 j o int 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  by AS  21.76.

22 * Sec. 3. A S  2 1 . 3 9 . 1 5 5 ( a )  is a m e n d e d  to read:

23 (a) T he d i r e c t o r  m a y  r e q uire carriers, e x cept a r e c i p r o c a l

24 i n s u r e r  f o rmed by  and i n s u r i n g  onl y  a g r o u p  of m u n i c i p a l i t i e s  or

25 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 .75 or a j o i n t  i n s u r a n c e  ar-

26 rangement 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

27 i n s urance d e a l i n g  w i t h  workers' comp e n s a t i o n ,  to p a r t i c i p a t e  in an

28 a s s i g n e d  r i s k  p o o l  if the d i r e c t o r  finds that m a n d a t o r y  c a r r i e r  part-

29 i c i p a t i o n  is in the p u b l i c  interest.
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* 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 ans an i n s u r e r

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

except an a s s e s s a b l e  r e c i p r o c a l  i n s urer form e d  by and i n s u r i n g  

only m u n i c i p a l i t i e s  or  no n p r o f i t  p u b l i c  utilities, a joint i n s u r­

ance a r r a n g e m e n t  f o r m e d  u n d e r  AS 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  of Alaska, and the H e a l t h  Car e  P r o v i d e r s  Joint 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 21.88, e i t h e r  at the 

time the 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  oc c u r r e d ,  

and

(B) d e t e r m i n e d  to be insolvent by a court of c o m p e t e n t  

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

*  Sec. 5. 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  insurer" m e ans a person, except a n  a s s e s s a b l e  

re c i procal i n s u r e r  f o rmed by and insuring only m u n i c i p a l i t i e s  or  

n o n profit p u b l i c  utilities, a joint insurance ar r a n g e m e n t  f o rmed u n d e r  

AS 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  of  Alaska, a n d  the H e a l t h  

Care P r o v iders Joint 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 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 t e r  

ap p lies u n d e r  AS 2 1 . 8 0 . 0 2 0  i n c l u d i n g  the e x c hange of r e c i p r o c a l  

or  i n t e r i n s u r a n c e  contracts, and

(B) is l i c ensed to transact in s u r a n c e  in this state;

*  Sec. 6 . This Act takes effect i m m e d i a t e l y  in ac c o r d a n c e  w i t h  AS  01.- 

10.070(c).
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