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F U R T H E R :

3 / 1 8 / 8 6  D a t e

Mr. Pres ident
»

T h e  C o m m i t t e e  on ______ F I N A N C E ____________________ c o n s i d e r e d SB  404

r e l a t i n g  to i n s u r a n c e ;  a u t h o r i z i n g  j o i n t  i n s u r a n c e  a r r a n g e m e n t s ;  
r e p e a l i n g  a p r o h i b i t i o n  a g a i n s t  c e r t a i n  t y p e s  o f  g r o u p  i n s u r a n c e ;  
efd.

and
the

(a m a jo r ity  of the committee) (the committee) 
fo l low in g  recommendations:

reports i t  back w ith

t 1 do pass
[ ] do pass w ith  attached amendment(s)
[ ] rep lace w ith/or adopt CS for
I 1 
[ 1

new t i t l e
same t i t l e  and recommends

[ 1 and attached a "LETTER OF INTENT" [ ] NEW FISCAL NOTE
[ 1 reports i t  back w ithout recommendation
[ ] recommends r e fe r r a l to Committee
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c o m m i t t e d ; r e p o r t  

S E N A ' l E

FURTHER: F I N A N C E

2/13/86

D a t e

M r .  P r e s i d e n t  

T h e  C o m m i t t e e  o n L a b o r  & C o m m e rc e c o n s i d e r e d S B  4 0 4

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

a n d  ( a  m a j o r i t y  o f  t h e  c o m m i t t e e )  ( t h e  c o m m i t t e e )  r e p o r t s  i t  b a c k  w i t h  
t h e  f o l l o w i n g  r e c o m m e n d a t i o n s :

[ ] 

[ ]

? 

pd

[ ] 

[ ]

d o  p a s s

d o  p a s s  w i t h  a t t a c h e d  a m e n d m e n t ( s )

r e p l a c e  w i t h / o r  a d o p t  CS 
n e w  t i t l e
s a m e . t i t l e  a n d  r e c o m m e n d s

r a e n t   ̂s ;  -v

f o r  _ v ,

a n d  a t t a c h e d  a  " L E T T E R  O F IN T E N T "  

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

r e c o m m e n d s  r e f e r r a l  t o

[ ] NEW F IS C A L  N O T E

C o m m i t t e e
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J M a s fc a  j i i a l e  le g is la t u r e

Senate
C o m m i t t e e  o n  £ a 6 o r  &  C o m m e r c e

Official Business

Pouch V 
S ta te  Capitol 

Juneau , Alaska 99811

L e t t e r  o f  I n t e n t  f o r  C S S B  4 0 4  (L & C )

I t  i s  t h e  i n t e n t  o f  t h e  S e n a t e  L a b o r  a n d  C o m m e rc e  C o m m i t t e e  
t h a t  t h e  D i v i s i o n  o f  I n s u r a n c e  u r g e  b o t h  d o m e s t i c  a n d  f o r e i g n  
i n s u r a n c e  c o m p a n ie s ,  c o n d u c t i n g  b u s i n e s s  i n  t h e  s t a t e ,  t o  
w r i t e  i n s u r a n c e  p o l i c y  c o n t r a c t s  i n  c o m p r e h e n s i b l e ,  " l a y m a n ' s " ,  
l a n g u a g e .



O f f e r e d :  3 / 1 8 / 8 6
R e f e r r e d :  F i n a n c e

O r i g i n a l  s p o n s o r :  J o s e p h s o n

B Y  T H E  L A B O R  AND
I N  T H E  S E N A T E  COMMERCE C O M M IT T E E

CS FO R  S E N A T E  B I L L  N O . 4 0 4  ( L & C )

I N  T H E  L E G IS L A T U R E  OF T H E  S T A T E  O F A L A S K A  

F O U R T E E N T H  L E G IS L A T U R E  -  SECOND S E S S IO N

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  c a n c e l l a t i o n  a n d  n o n r e n e w a l  o f

i n s u r a n c e ;  a u t h o r i z i V £  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 ;  

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

B E  I T  E N A C T E D  B Y  T H E  L E G IS L A T U R E  O F T H E  S T A T E  O F A L A S K A :

*  S e c t i o n  1 .  A S  2 1 . 3 6 . 1 9 0 ( d )  i s  a m e n d e d  t o  r e a d :

( d )  T h i s  s e c t i o n  d o e s  n o t  a p p l y  t o  w o r k e r s '  c o m p e n s a t i o n  i n s u r ­

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

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

( 1 )  h a s  a  c o n s t i t u t i o n  a n d  b y l a w s ;  t h e  r e q u i r e m e n t  o f  t h i s

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

r e g i o n a l  e d u c a t i o n a l  a t t e n d a n c e  a r e a s ;

( 2 )  i n c o r p o r a t e s  a s a f e t y  p r o g r a m ;

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

r i s k s  w r i t t e n  o n  a n  i n d i v i d u a l  b a s i s ;  a n d

( 4 )  h a s  f i l e d  a n d  r e c e i v e d  a p p r o v a l  f r o m  t h e  d i r e c t o r  f o r

t h e  r a t i n g  p r o g r a m  t o  b e  a p p l i e d  t o  t h e  g r o u p .

*  S e c .  2 .  A S  2 1 . 3 6 . 1 9 0  i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :

( e )  T h e  p r o v i s i o n s  o f  ( a )  a n d  ( b )  o f  t h i s  s e c t i o n  d o  n o t  a p p l y

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

u n d e r  A S  2 1 . 7 6 .

*  S e c .  3 .  A S  2 1 . 3 6 . 2 1 0 ( a )  i s  a m e n d e d  t o  r e a d :

( a )  A n  i n s u r e r  m a y  n o t  e x e r c i s e  i t s  r i g h t  t o  c a n c e l  a  p o l i c y  o f

p e r s o n a l  [A N ]  a u t o m o b i l e  i n s u r a n c e  [ P O L IC Y ]  e x c e p t  f o r  t h e  f o l l o w i n g  

r e a s o n s :

-1- CS S B  4 0 4 (L&C)
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( 1 )  n o n p a y m e n t  of  p r e m iu m ;  o r

( 2 )  t h e  d r i v e r ' s  l i c e n s e  o r  m o t o r  v e h i c l e  r e g i s t r a t i o n  o f  

e i t h e r  t h e  n a m e d  i n s u r e d  o r  of. a n  o p e r a t o r  w h o  r e s i d e s  i n  t h e  s a m e  

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

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

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

i t s  p o l i c y  p e r i o d  o r  t h e  180  d a y s  i m m e d i a t e l y  p r e c e d i n g  i t s  e f f e c t i v e  

d a t e ,

*  S e c .  4 .  A S  2 1 . 3 6 . 2 1 0 ( d )  i s  a m e n d e d  t o  r e a d s  

( d )  T h i s  s e c t i o n  d o e s  n o t  a p p l y  t o

( 1 )  t h e  f a i l u r e  t o  r e n e w  a p o l i c y ,  e x c e p t  a s  t o  c o v e r a g e  i n  

force  f o r  l e s s  t h a n  1 2  m o n t h s ^

( 2 )  a. p o l i c y  t h a t  h a s  b e e n  i n  e f f e c t  l e s s  t h a n  6 0  d a y s  a t

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

u n l e s s  i t  i s  a r e n e w a l  p o l i c y ;

( 3 ) a  p o l i c y  i s s u e d  t i n d e r  a n  a u t o m o b i l e  a s s i g n e d  r i s k  p l a n

o r  a u t o m o b i l e  i n s u r a n c e  p l a n ;

( 4 ) a  p o l i c y  i n s u r i n g  m o r e  t h a n  f o u r  m o t o r  v e h i c l e s ;

( 5 ) a  p o l i c y  c o v e r i n g  t h e  o p e r a t i o n  o f  a  g a r a g e ;  a u t o m o b i l e

s a l e s  a g e n c y . r e p a i r  s h o p ,  o r  s e r v i c e  s t a t i o n ;  o r  p u b l i c  p a r k i n g

p l a c e *

( 6 ) a  p o l i c y  p r o v i d i n g  i n s u r a n c e  o n l y  o n  a n  e x c e s s  b a s i s ?

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

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

w i t h  r e s p e c t  t o  m o t o r  v e h i c l e s .

*  S e c .  5 .  A S  2 1 . 3 6 . 2 1 0 ( f )  i s  a m e n d e d  t o  r e a d :

( f )  A n  [N O T W IT H S T A N D IN G  < e )  O F  T H IS  S E C T IO N , A N ]  i n s u r e r  m a y  n o t  

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

p e r s o n a l  a u t o m o b i l e  i n s u r a n c e ,  e x c e p t  f o r  t h e  f o l l o w i n g  r e a s o n s  (T H E  

C S S E  4 0 4 ( L & C )  - 2 -
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T Y P E  D E S C R IB E D  T.N < e )  O F  T H IS  S E C T IO N  I F  O N F / O F  T H E  F O L L O W IN G  C O N D I­

T IO N S  OR C IR C U M S T A N C E S  A R I S E S ] r

( 1 )  n o n p a y m e n t  o f  p r e m iu m s ,  i n c l u d i n g  n o n p a y m e n t  o f  a d d i ­

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

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

p r o p e r t y  o r  s  c h a n g e  i n  i t s  o c c u p a n c y  o r  u s e ?

( 2 )  c o n v i c t i o n  o f  t h e  i n s u r e d  o f  a c r i t i c  h a v i n g  a s  o n e  o f

i t s  n e c e s s a r y  e l e m e n t s  a n  a c t  I n c r e a s i n g  a  h a z a r d  i n s u r e d  a g a i n s t *

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

b y  t h e  i n s u r e d  o r  e r e p r e s e n t a t i v e  o f  t h e  i n s u r e d  i n  o b t a i n i n g  t h e  

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

( 4 )  d i s c o v e r y  o f  a  g r o s s l y  n e g l i g e n t  a c t  o r  o m i s s i o n  b y  t h e  

i n s u r e d  t h a t ,  s u b s t a n t i a l l y  i n c r e a s e s  t h e  h a z a r d s  i n s u r e d  A g a i n s t *  o r

< 5 )  p h y s i c a l  c h a n g e s  i n  t h e  i n s u r e d  p r o p e r t y  t h a t  r e s u l t  i n  

t h e  p r o p e r t y  b e c o m in g  u n i n c u r a b l e .

*  S e c .  6 .  A S  2 1 . 3 6 . 2 2 0  i s  a m e n d e d  t o  r e a d :

S e c .  2 1 . 3 6 . 2 2 0 .  N O T IC E  O F  C A N C E L L A T IO N . A n  i n s u r e r  m a y  n o t  

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

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

i n s u r e d . ,  a t  t h e  a d d r e s s  s h o w n  i n  t h e  p o l i c y ,  a t  l e a n t  2 0  d a y s  b e f o r e

t h e  e f f e c t i v e  d a t e  o f  c a n c e l l a t i o r w  H o w e v e r ,  I f  f ,  E X C E P T  T H A T  W H EN ]

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

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

a t  l e a s t  1 0  d a y s  b e f o r e  t h e  e f f e c t i v e  d a t e  o f  c a n c e l l a t i o n ^  a n d  m u s t  

[S H A L L ]  I n c l u d e  o r  b e  a c c o m p a n ie d  b y  a  s t a t e m e n t  o f  t h e  r e a s o n  f o r  t h e  

c a n c e l l a t i o n .  [ T H I S  S E C T IO N  DO ES N O T  A P P L Y  T O  T H E  F A IL U R E  TO  RENEW  A

. P O L IC Y ,  E X C E P T  A S  TO  CO VER AG E I N  FO R CE FO R  L E S S  T H A N  1 2  M O N T H S . ]

*  S e e .  7 .  A S  2 1 . 3 6 . 2 2 0  i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :

( b )  A n  i n s u r e r  m a y  n o t  e x e r c i s e  i t s  r i g h t  t o  c a n c e l  a  p o l i c y  o f

- 3 -  C S S B  4 0 4 a & c >



•

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

business or commercial insurance unless a written notice of  cancella ­

tion i s  mailed or delivered to the named insured, at the address shown 

in the p o l ic y ,  and to the agent or broker o f  record, at least  60 days 

before the e f f e c t i v e  date o f  can cellation.  However, i f  cancellation 

i s  for nonpayment of. premium, the notice shall  be mailed or delivered 

tc the named insured at the address shown in the p o l ic y  and to the 

agent or broker o f  record at le a s t  1 0  days before the e f f e c t i v e  date 

of  cancellation, and must include or be accompanied by a statement of  

the reason for the cancellation.

* Sec. 8 . AS 71.36 i s  amended by adding a new section to read:

Sec. 21.36.235. RETURN OF PREMIUM UPON CANCELLATION. I f  an 

insurer cancels a p o l ic y  under AS 21.36.220(b), i t  shall  return any 

unearned premium to the agent or broker o f  record or d i r e c t l y  to the 

insured or premium finance company, i f  ap plicable,  by the e f f e c t i v e  

date o f  cancellation, except that i f  cancellation i s  for nonpayment of 

premium, any unearned premium sh ell  be returned within 30 days after  

the notice of  cancellation is  given. I f  the unearned premium is 

returned by the Insurer to a person other than the insured, that 

person shc<ll promptly return the unearned premium to the Insured 

unless otherwise provided by agreement between the person a n d  the 

insured.

* Sec. 9. AS 21.36.240 i s  amended to read:

See. 21.36.240. FAILURE TO RENEW. An insurer may not f a i l  to 

renew a personal Insurance p o l ic y  in force for  less  than 1 2  raonth9 . 

An insurer may not f a i l  to renew a p o lic y  [IN FORCE 10R 12 MONTHS OR 

MOP.E] unless a written notice o f  nonrenew&I is  mailed or delivered to 

the named insured, at the address shown in the p o l i t y ,  at le a s t  2 0  

days for a personal insurance p o l i c y ,  and at le a s t  60 days fo r  a 

business or commercial insurance p o l i c y ,  before the expiration date of 

CSSB 404(L&C) - 4 -
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t h e  p o l i c y  f , ] o r  o f  t h e  a n n i v e r s a r y  d a t e  o f  a  p o l i c y  w r i t t e n  f o r  a  

t e r r a  l o n g e r  t h a n  o n e  y e a r  o r  w i t h  n o  f i x e d  e x p i r a t i o n  d a t e .  T h i s  

s e c t i o n  d o e a  n o t  a p p l y

( 1 )  i f  t h e  i n s u r e r  h a s  i n  g o o d  f a i t h  m a n i f e s t e d  i n  a n y  w a y  

i t s  w i l l i n g n e s s  t o  r e n e w }

( 2 )  i n  c a s e  o f  n o n p a y m e n t  o f  p r e m iu m  f o r  t h e  e x p i r i n g

p o l i c y ;  o r

( 3 )  i f  t h e  i n s u r e d  f a i l s  t o  p a y  t h e  p r e m iu m  a s  r e q u i r e d  b y  

t h e  ? .n s tu r e r  f o r  r e n e w a l .

*  S e c .  1 0 .  A S  2 1 . 3 6 . 2 5 0  i s  a m e n d e d  t o  r e a d :

S e c .  2 1 . 3 6 . 2 5 0 .  N O T IC E  O F  E L I G I B I L I T Y .  W h e n  a  p o l i c y  o f  a u t o m o ­

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

p r e m iu m ,  o r  i s  n o t ,  r e n e w e d  i n  a c c o r d a n c e ,  w i t h  [F O R  F A IL U R E  T O  RENEW  A 

P O L IC Y  O F A U T O M O B IL E  L I A B I L I T Y  IN S U R A N C E  TO  W H IC H ! AS 2 1 . 3 6 . 2 4 0  f A P ­

P L I E S ]  ,  t h e  i n s u r e r  s h a l l  n o t i f y  t h e  n a m e d  i n s u r e d  o f  p o s s i b l e  e l i g i ­

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

p l a n ,  o r  a u t o m o b i l e  i n s u r a n c e  p l a n .  T h e  n o t i f i c a t i o n  m u s t  [S H A L L ]  

accompany o r  b e  i n c l u d e d  i n  t h e  n o t i c e  o f  c a n c e l l a t i o n  o r  n o n r e n e w a l  

r e q u i r e d  b y  A S 2 1 . 3 6 . 2 2 0  TAS 2 1 . 3 6 . 2 3 0 1  a n d  2 1 . 3 6 . 2 4 0 .

*  S e c .  1 1 .  A S  2 1 . 3 6 . 3 1 0  i s  e m e n d e d  t o  r e a d :

S e c .  2 1 . 3 6 . 3 1 0 .  D E F I N I T I O N S .  I n  A S  2 1 . 3 6 . 2 1 0  -  2 1 . 3 6 . 3 1 0

( 1 )  Mb u p i n e s 8  o r  c o m m e r c i a l  i n s u r a n c e ™  in c a n  a i n s u r a n c e

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

t i t l e  i n s u r a n c e ,  o r  a n  a n n u i t y  c o n t r a c t ;

( 2 )  " n o n p a y m e n t  o f  p r e m iu m ' '  m e a n s  f a i l u r e  o f  t h e  n a m e d  

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

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

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

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

( 3 )  " p e r s o n a l  a u t o m o b i l e  i n s u r a n c e "  m e a n s  i n s u r a n c e  n o t

r e l a t e d  t o  b u s i n e s s  o r  c o m m e r c i a l  a c t i v i t i e s ,  c o v e r i n g  [ ( 2 )  " P O L I C Y "  

M E A N S  A N  IN S U R A N C E  P O L IC Y  C O V E R IN G  T H E  R IS K S  AND E X P O S U R E S  L IS T E D  I N  

A S  2 1 , 3 6 . 2 1 0 ( e )  OR A N  A U T O M O B IL E  P O L IC Y  T H A T  IN C L U D E S ] a u t o m o b i l e

l i a b i l i t y  f  C O V E R A G E ], u n i n s u r e d  o r  u n d e r i n s u r e d  m o t o r i s t s  [M O T O R IS T  

C O V E R A G E ], a u t o m o b i l e  m e d i c a l  p a y m e n t s  [C O V E R A G E ]* o r  a u t o m o b i l e  

p h y s i c a l  d a m a g e  [C O V E R A G E ],  t h a t  i s  d e l i v e r e d  o r  i s s u e d  f o r  d e l i v e r y  

i n  t h i s  s t a t e ,  [ IN S U R IN G  A S  T H E  NAM ED IN S U R E D , ONE I N D I V I D U A L  OR H U S ­

B A N D  A N D  W IF E  R E S ID E N T  O F  T H E  SAME H O U S E H O L D ,] a n d  u n d e r  w h i c h  t h e  

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

( A )  a  m o t o r  v e h i c l e  o f  t h e  p r i v a t e  p a s s e n g e r  o r  s t a ­

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

a n c e ,  n o r  r e n t e d  t o  o t h e r s ,  o r

( B )  a n y  o t h e r  f o u r - w h e e l  m o t o r  v e h i c l e  w i t h  a  l o a d

c a p a c i t y  o f  1 , 5 0 0  p o u n d s  o r  l e s s  t h a t  i s  n o t  u s e d  i n  t h e  o c c u p a ­

t i o n ,  p r o f e s s i o n ^  o r  b u s i n e s s  o f  t h e  i n s u r e d ,  n o r  u s e d  a s  a 

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

( 4 )  " p e r s o n a l  i n s u r a n c e ”  d o e s  n o t  i n c l u d e  a n  a n n u i t y  c o n ­

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

i n s u r a n c e ;  t h e  t e r m  m e a n s  p e r s o n a l  a u t o m o b i l e  i n s u r a n c e ,  o r  i n s u r a n c e■ ■».,! ■»» « I.  » I . III. >»,<■■ ..  ».!..■ . w ■ m ■ ■■■■■■ ■■ ■ mm mm  ...............   I ■mu—  ■ W »■ > in «-» I ■ » »■■■ ■ »■ «< ■ m w ■■ i ■ ■■■ «■■■'»■ W  — —

c o v e r i n g

( A )  l o s s  o f  o r  d a m a g e  t o  r e a l  p r o p e r t y  t h a t  i a  u s e d

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

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

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

p e r s o n a l  e f f e c t s ,  h o u s e h o l d  f u r n i t u r e ,  f i x t u r e s  a n d e q u i p m e n t

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

( C )  l e g a l  l i a b i l i t y  o f  n a t u r a l  p e r s o n s  f o r l o s s  o f ,

CSSB 4 0 4 (L6C) -6-
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damage to , or in ju r y  to , persons or property i f  the insurance 
does not cover l i a b i l i t y  a r is in g  from or in  connect ion w i th 
bus iness or commercial a c t i v i t i e s ?

(5) f (3) 1 "renewal** or "renew” means

(A) the issuance and d e l iv e r y  by an in su re r o f a
p o l ic y  re p la c in g  at the end o f the p o l ic y  per iod  a p o l ic y  p r e v i ­
ous ly  issued and d e l iv e red  by the same in s u re r ,

(B) the issuance and d e l iv e ry  o f a c e r t i f i c a t e  or
n o t ic e  extend ing the term of a p o l ic y  beyond it3  p o l ic y  pe r iod  or 
term, or

(C) the extens ion  o f the term of a p o l ic y  beyond i t s  
p o l ic y  pe r iod  or term under a p ro v is io n  fo r extend ing the p o l ic y  
by payment o f a co n t in u a t io n  premium.

* Sec. 12. AS 21 is  amended by adding a new chapter to read:
CHAPTER 76. JOINT INSURANCE ARRANGEMENTS.

Sec. 21.76.010. AUTHORITY TO ESTABLISH JOINT INSURANCE ARRANGE- 
KENTS. (a) M u n ic ip a l i t i e s ,  school d i s t r i c t s ,  and reg io na l educa­
tion?’! attendance areas may enter in to  coopera t ive agreements w ith
each other fo r the purpose of e s ta b l is h in g ,  opera t ing , or p a r t i c ip a t ­
in g  i n  j o i n t  insurance arrangements through which the p a r t ic ip a t in g  
members agree, to poo l c o n tr ib u t io n s  and

(1) assume r isk s  from losses ori a group basis? or
(2) purchase coverage on a group b a s is .

(b) A j o i n t  insurance arrangement under (a)(1) of t h is  sec t io n
may be on ly  for property insurance .

(c) A j o i n t  insurance arrangement under (a)(2) of t h is  sec t io n
may be fo r soy k ind o f insurance def ined by t h is  t i t l e  except for

(1) l i f e ,  a nnu ity , d i s a b i l i t y ,  and t i t l e  insurance! and
(2) surety .

-7- CSSB 4 0 4 (L&C)
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(d) A j o i n t  insurance Arrangement shall  be considered an e l t a r -  

n ative or supplement to any other p o l ic y  or contract o f  insurance 

authorised or required by law, including insurance under AS 21.75.

Sec. 21.76.020. R£Gr CION BY DIVISION OF INSURANCE. A jo in t
r  ‘ * - •

insurance arrangement may not be considered insurance for  the purpose 

o f  a n y  other law o f  the sta te  and i s  not subject to regulations o f  the 

director except as expressly  provided in this chapter.

Sec. 21.76.030. GENERAL PROVISIONS OF COOPERATIVE AGREEMENTS. A 

cooperative agreement sh a ll  provide for the proper operation o f  the 

j o i n t  insurance arrangement, and include provisions for

( 1 ) administration o f  the arrangement by a board o f  direc­

t o r s ,  sp ecifyin g  Che number o f  members o f  the board and other require­

ments necessary for the proper functioning of the board;

(7.) appointment o f  an administrator and other persons as 

necessary for the proper functioning o f  the arrangement;

(3) organization o f  the arrangement, including a roster o?

p articipating  members mid the names o f  the members o f  the board of

d ir e c to r s ;

(4> procedures to esta b lish  and promote a n  aggressive r isk  

management and program among the members o f  the arrangement, including 

procedures for id e n ti fy in g  and reducing the risks that car. be reduced 

through implementing b ette r  sa fe ty  technologies and improved work 

techniques and procedures;

(5) enforcing the c o l le c t io n  o f  contributions or payments 

in default from members o f  the arrangement;

(6 ) the addition o f  new members to the arrangement or the 

withdrawal o f  members from the arrangement;

(7) the method of  apportioning costs and disposition  of 

excess contributions;

CSSE 404(L&C) - 8 -
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(8 ) transmission o f  f i n a n c i a l  s t a t e m e n t s  a n d  a u d i t  reports 

o f  the arrangement to  participating, members;

( 9 )  terminating the arrangement and disposing o f  i t s  a s -

s e ts ;  and

( 1 0 ) establishin g and administering a j o i n t  insurance fund.

Sec. 21.76.040. FINANCIAL PROVISIONS OF AGREEMENTS. (a) A 

cooperative agreement must include a provision requiring an annual 

determination by a casualty actuary who i s  & member o f  the American 

Academy o f  Actuaries that procedures for establishing reserves for 

losses  of the jo i n t  insurance arrangement are a c tu a r ia lly  sound.

(b) A j o i n t  insurance arrangement sh all  be subject to an annual 

independent audit.  The audit shall  he conducted in accordance with 

generally  accepted auditing standards and must include a review o f  the 

actuarial assumptions used fo r  establishing the reserves under (a) o f  

t h is  section. The audit report must Include c e r t i f i c a t i o n  from & 

casualty actuary who i s  a member o f  the American Academy o f  Actuaries 

that the actuarial assumptions continue to be sound and the l e v e l  of 

the reserves are adequate.

(c) A Joint insurance, arrangement shall  use a method o f  account­

ing that conforms with generally  accepted government accounting prin­

c i p l e s .

Sec. 21.76.050. CONTRACTING WITH PRIVATE ADMINISTRATORS. A 

cooperative agreement nay authorize the board o f  directors to enter 

into contracts for  services necessary to perform the functions o f  a 

jo i n t  insurance arrangement. The parson contracting to perform the 

functions must be appropriately licensed under this  t i t l e  i f  this  

t i t l e  so requires.

Sec. 21.76.060. DELEGATION OF POWER TO SETTLE CLAIMS. A  cooper­

a t iv e  agreement may delegate to the board o f  d ir ec to r s ,  or authorize

-9 -  CSSB 404(L&C)
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delegation by th* board to another person or group, the power to 

compromise, a rb itr a te ,  or otherwise s e t t l e  claims on behalf o f  the 

arrangement.

Sec. 21.76.070. EXCESS INSURANCE. A cooperative agreement may 

authorise the board o f  directors to purchase excess or catastrophic 

insurance on behalf o f  the jo i n t  insurance arrangement. T h e  cost o f  

the insurance shall  be apportioned in the manner sp ecif ie d  in the 

j o i n t  insurance agreement. T h e  board may purchase insurance under 

th is  section only from an insurer authorized to do business in the 

state  or from an unauthorised insurer i f  the insurance i s  placed 

through a licensed surplus l in es  broker.

Sac. 21.76.080. JOINT INSURANCE FUND. (a) A jo i n t  insurance 

arrangement shall estab lish  a jo i n t  insurance fund. The fund consists 

o f  money

( 1 ) contributed by members o f  the jo i n t  insurance arrange­

ment through budgetary appropriations or transfers from a s e l f - i n s u r ­

ance reserve; and

( 2 ) collected  by the jo i n t  insurance arrangement through 

subrogation of  a claim paid from the fund to a member o f  the arrange­

ment* .

(b) An expenditure may be made from e jo in t  insurance fund only 

to pay claims, lo sse s ,  or b e n e fi t s ,  including interest  on them, and 

the administrative and adjustment expenses incurred in connection with 

them, involvin g  the types o f  protection fox* which the fund provides 

coverage a3  sp ecif ied  in the jo i n t  insurance agreement.

(c) The administrator sh all  keep the fund separate from other 

funds o f  a member o f  a jo i n t  insurance, arrangement.

(d) For each type o f  protection offered by the j o i n t  insurance 

arrangement, the method o f  accounting must show the order, source,

CSSB 404(I,&C) -10 -



d a t e ,  e n d  a m o u n t  o f  e a c h  p a y m e n t  f r o m  t h e  f u n d .

( e )  W i t h i n  6 0  d a y s  o f  t h e  e n d  o f  t h e  f i s c a l  y e a r ,  t h e  a d m i n i s ­

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  r e p o r t  o f  t h e  o p e r a t i o n  a n d  c o n d i t i o n  

o f  t h e  f u n d  t o  t h e  b o a r d  o f  d i r e c t o r s  a n d  t h e  d i r e c t o r  o f  i n s u r a n c e .  

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

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

( f >  M o n e y  h e l d  b y  a  f u n d  a a  r e s e r v e s  a n d  m o n e y  n o t  n e e d e d  f o r  

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

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

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

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

S e c .  2 1 . 7 6 . 0 9 0 .  F I L I N G  O F  A G R E E M E N T . T h e  b o a r d  o f  d i r e c t o r s

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

i n s u r a n c e  a t  l e a s t  6 0  d a y s  b e f o r e  t h e  e f f e c t i v e  d a t e  o f  t h e  a g r e e m e n t .  

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

S e c .  2 1 . 7 6 . 1 0 0 .  R E G U L A T IO N S . A c o o p e r a t i v e  a g r e e m e n t  m a y  a u ­

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

w i t h  l a w  f o r  t h e  f a i r  a n d  e q u i t a b l e  a d m i n i s t r a t i o n  o f  t h e  j o i n t  i n s u r ­

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

S e c .  2 1 . 7 6 . 1 1 0 .  S U B R O G A T IO N . A  j o i n t  i n s u r a n c e  a r r a n g e m e n t  h a s  

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

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

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

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

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  l o s s  o r  i n j u r i e s  s u s t a i n e d  b y  a  p a r t i c ­

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

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

S e c .  2 1 . 7 6 . 9 0 0 .  D E F I N I T IO N S .  I n  t h i s  c h a p t e r

( 1 )  " a d j u s t m e n t  e x p e n s e s "  m e a n s  e x p e n s e s  f o r  i n v e s t i g a t i v e ,

- 1 1 -  C S S B  4 0 4 ( L & C )
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processing, l e g a l ,  actuarial,  arb itration ,  and settlement services 

incurred in the adjustment o f  lo s s e s ,  claims, or benefits*

(2 ) ifadministrator” means a person or group appointed by 

the board o f  directors t o  administer a j o i n t  insurance arrangement or 

a jo in t  insurance fund;

(3) “board” or “board o f  directors” means the board of 

directors provided for in a cooperative agreement*

(4> “ cooperative agreement” means a written agreement 

entered into by two or more e n t it i e s  described in AS 21.76.010 for the 

p u r p o s e  o f  esta b lish in g,  operating, or p artic ip atin g  in a  jo in t  insur­

ance arrangement*

(5) “ fund” or “ jo i n t  insurance fund” means & fund estab­

lished under AS 21.76.0S0*

(6 ) "joint, insurance arrangement” means a jo int  insurance 

arrangement authorised under AS 21.76.010.

* Sec. 13. AS 21.39.155(a) is  amended to read:

(a) The director may require c a rriers ,  except a reciprocal 

insurer formed by and insuring only a group o f  municipalities or 

nonprofit public u t i l i t i e s  under AS 21.75 or a jo i n t  insurance ar­

rangement formed under AS 21.76, as a condition of writing a l in e  of 

insurance dealing with workers' compensation, to p articipate  in an 

assigned r isk  pool i f  the director finds that mandatory carrier part­

ic ipation i s  in the public in te r e st .

*  Sec. 14. AS 21.80.180(5) io amended to read:

(5) " in so lven t  insurer” means an insurer

(A) authorized to transact insurance in this sta te ,  

except an assessable reciprocal insurer formed by and insuring 

only municipalities or nonprofit public u t i l i t i e s ,  a jo in t  insur­

ance arrangement formed under AS 21.76, the Medical Indemnity 

CSSB 404(L&C) -1 2 -
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C o r p o r a t i o n  o f  A l a s k a ,  a n d  t b s  H e a l t h  C a re -  P r o v i d e r s  J o i n t  U n d e r ­

w r i t i n g  A s s o c i a t i o n  e s t a b l i s h e d  u n d e r  A S  2 1 . 3 8 ,  e i t h e r  a t  t h e  

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

a n d

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

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

*  S e c .  1 5 .  A S  2 1 . 8 0 . 1 8 0 ( 6 )  i s  a s c e n d e d  t o  r e a d s

( 6 )  ' ’ m e m b e r  i n s u r e r ”  m e a n s  a  p e r s o n ,  e x c e p t  a n  a s s e s s a b l e  

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

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

A H  2 1 . 7 6 ,  t h e  M e d i c a l  I n d e m n i t y  C o r p o r a t i o n  o f  A l a s k a ,  a n d  t h e  H e a l t h  

C a r e  P r o v i d e r s  J o i n t  U n d e r w r i t i n g  A s s o c i a t i o n  e s t a b l i s h e d  u n d e r  

A S  2 1 , 8 8 ,  w h o

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

t e r  a p p l i e s  u n d e r  A S  2 1 . 8 0 . 0 2 0  i n c l u d i n g  t h e  e x c h a n g e  o f  r e c i p r o ­

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

( B )  i s  l i c e n s e d  t o  t r a n s a c t  i n s u r a n c e  i n  t h i s  s t a t e ?

*  S e c .  1 6 .  A S  2 1 . 3 6 . 2 1 0 ( e ) ,  2 1 . 3 6 . 2 3 0 ,  a n d  2 1 . 3 6 . 3 0 0  a r e  r e p e a l e d .

*  S e c .  1 7 .  T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  i n  a c c o r d a n c e  w i t h  AS 0 1 . -  

1 0 . 0 7 0 ( c ) .

-13- C S S 3  4 0 4 (L&C)
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Introduced: 2 / 1 3/ 86
Referred: L a b o r  and Commerce

a n d  F i n a n c e

I N  T H E  S E N A TE B Y  J 0 S E P H S 0 N

S E N A T E  B I L L  N O . 4 0 4

I N  T H E  L E G IS L A T U R E  O F T H E  S T A T E  O F A L A S K A

F O U R T E E N T H  L E G IS L A T U R E  -  SECOND S E S S IO N

A  B I L L

F o r  a n  A c t  e n t i t l e d :  MA n  A c t  r e l a t i n g  t o  i n s u r a n c e ;  a u t h o r i z i n g  j o i n t

B E  I T  E N A C TE D  B Y  T H E  L E G IS L A T U R E  O F T H E  S T A T E  O F A L A S K A :

*  S e c t i o n  1 .  A S  21 i s  a m e n d e d  b y  a d d i n g  a n e w  c h a p t e r  t o  r e a d :

C H A P T E R  7 6 .  J O IN T  IN S U R A N C E  A R R A N G E M E N T S .

S e c .  2 1 . 7 6 . 0 1 0 .  A U T H O R IT Y  TO  E S T A B L IS H  J O IN T  IN S U R A N C E  A R R A N G E ­

M E N T S . ( a )  M u n i c i p a l i t i e s ,  s c h o o l  d i s t r i c t s ,  a n d  r e g i o n a l  e d u c a ­

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

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

i n g  i n  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  t h e  p a r t i c i p a t i n g  

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

( 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 c  m a y  b e  f o r  a n y  k i n d  o f  i n s u r ­

a n c e  d e f i n e d  b y  t h i s  t i t l e  e x c e p t  f o r

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

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

a u t h o r i z e d  o r  r e q u i r e d  b y  l a w ,  i n c l u d i n g  i n s u r a n c e  u n d e r  A S  2 1 . 7 5 .

S e c .  2 1 . 7 6 . 0 2 0 .  R E G U L A T IO N  BY D I V I S I O N  O F IN S U R A N C E . A  j o i n t  

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

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

a g a i n s t  c e r t a i n  t y p e s  o f  g r o u p  i n s u r a n c e ;  a n d  p r o v i d ­

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

( 1 )  a s s u m e  r i s k s  f r o m  l o s s e s  o n  a  g r o u p  b a s i s ;  o r

( 2 )  p u r c h a s e  c o v e r a g e  o n  a  g r o u p  b a s i s .

( 1 )  l i f e ,  a n n u i t y ,  d i s a b i l i t y ,  a n d  t i t l e  i n s u r a n c e ;  a n d

( 2 )  s u r e t y .

SE 4 0 4

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

d i r e c t o r  e x c e p t  a s  e x p r e s s l y  p r o v i d e d  i r t  t h i s  c h a p t e r .

S e c .  2 1 . 7 6 . 0 3 0 .  G E N E R A L  P R O V IS IO N S  O F C O O P E R A T IV E  A G R E E M E N T S . A  

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

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

( 1 )  a d m i n i s t r a t i o n  o f  t h e  a r r a n g e m e n t  b y  a  b o a r d  o f  d i r e c ­

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

m e n t s  n e c e s s a r y  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 ;

( 2 )  a p p o i n t m e n t  o f  a n  a d m i n i s t r a t o r  a n d  o t h e r  p e r s o n s  a 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  a r r a n g e m e n t ;

( 3 )  o r g a n i z a t i o n  o f  t h e  a r r a n g e m e n t ,  i n c l u d i n g  a  r o s t e r  o f  

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

d i r e c t o r s ;

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

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

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

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

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

( 5 )  e n f o r c i n g  t h e  c o l l e c t i o n  o f  c o n t r i b u t i o n s  o r  p a y m e n t s  

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

( 6 )  t h e  a d d i t i o n  o f  n e w  m e m b e r s  t o  t h e  a r r a n g e m e n t  o r  t h e  

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

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

e x c e s s  c o n t r i b u t i o n s ;

( 8 )  t r a n s m i s s i o n  o f  f i n a n c i a l  s t a t e m e n t s  a n d  a u d i t  r e p o r t s  

o f  t h e  a r r a n g e m e n t  t o  p a r t i c i p a t i n g  m e m b e r s ;

( 9 )  t e r m i n a t i n g  t h e  a r r a n g e m e n t  a n d  d i s p o s i n g  o f  i t s  a s ­

s e t s ;  a n d

( 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  f u n d .

- 2 -



S e c .  2 1 . 7 6 . 0 4 0 .  F IN A N C IA L  P R O V IS IO 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  m u s t  i n c l u d e  a  p r o v i s i o n  r e q u i r i n g  a n  a n n u a l  

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

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

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

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

i n d e p e n d e n t  a u d i t .  T h e  a u d i t  s h a l l  b e  c o n d u c t e d  i n  a c c o r d a n c e  w i t h  

g e n e r a l l y  a c c e p t e d  a u d i t i n g  s t a n d a r d s  a n d  m u s t  i n c l u d e  a  r e v i e w  o f  th e .  

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

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

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

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

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

( c )  A  j o i n t  i n s u r a n c e  a r r a n g e m e n t  s h a l l  u s e  a  m e t h o d  o f  a c c o u n t ­

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

c i p l e s  .

S e c .  2 1 . 7 6 . 0 5 0 .  C O N T R A C T IN G  W IT H  P R IV A T E  A D M IN IS T R A T O R S . A  

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

i n t o  c o n t r a c t s  r c r  s e r v i c e s  n e c e s s a r y  t o  p e r f o r m  t h e  f u n c t i o n s  o f  a  

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

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

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

S e c .  2 1 . 7 6 . 0 6 0 .  D E L E G A T IO N  O F  POWER T O  S E T T L E  C L A IM 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  d e l e g a t e  t o  t h e  b o a r d  o f  d i r e c t o r s ,  o r  a u t h o r i z e  

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

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

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

S e c .  2 1 . 7 6 . 0 7 0 .  E X C E S S  IN S U R A N C E . A  c o o p e r a t i v e  a g r e e m e n t  m a y  

a u t h o r i z e  t h e  b o a r d  o f  d i r e c t o r s  t o  p u r c h a s e  e x c e s s  o r  c a t a s t r o p h i c

- 3 -



insurance on behalf o f  the j o i n t  insurance arrangement. The cost of 

the insurance sh all  be apportioned in the manner sp e c if ie d  in the 

j o i n t  insurance agreement. The board may purchase insurance under 

this  section only from an insurer authorized to do business in the 

state  or from an unauthorized insurer i f  the insurance is  placed 

through a licensed surplus l in es  broker.

Sec. 21„76.080. JOINT INSURANCE FUND. (a) A j o i n t  insurance 

arrangement sh all  estab lish  a j o i n t  insurance fund. The fund consists 

o f  money

(1) contributed by members o f  the jo i n t  insurance arrange­

ment through budgetary appropriations or transfers from a s e l f -  

insurance reserve; and

(2> colle c te d  by the jo i n t  insurance arrangemetit through 

subrogation of  a claim paid from the fund to a member o f  the arrange­

ment .

(b) An expenditure may be made from a j o i n t  insurance fund only 

to pay claims, lo sse s ,  or b e n e fits ,  including in terest  on them, and 

the administrative and adjustment expenses incurred in connection with 

them, involving the types o f  protection for which the fund provides 

coverage as sp e c if ie d  in the j o i n t  insurance agreement.

(c) The administrator shall  keep the fund separate from other 

funds o f  a member o f  a j o i n t  insurance arrangement.

(d) For each type o f  protection offered by the j o i n t  insurance

arrangement, the method of  accounting must show the order, source,

date, and amount o f  each payment from the fund.

(c) Within 60 days o f  the end o f  the f i s c a l  year, the adminis­

trator shall  furnish a detailed report o f  the operation and condition 

o f  the fund to the board o f  directors and the director o f  insurance. 

The report furnished to the director o f  insurance sh a ll  be available
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f o r  p u b l i c  i n s p e c t i o n .

( £ )  M o n e y  h e l d  b y  a  f u n d  a s  r e s e r v e s  a n d  m o n e y  n o t  n e e d e d  f o r  

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

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

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

e x p e n d i t u r e s  h a s  b e e n  p l a c e d  i n  a  f u l l y  c o l l a t e r a l i z e d  e s c r o w  a c c o u n t .

S e c .  2 1 . 7 6 . 0 9 0 .  F I L I N G  O F  AGREEMENT.  T h e  b o a r d  o f  d i r e c t o r s

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

i n s u r a n c e  a t  l e a s t  6 0  d a y s  b e f o r e  t h e  e f f e c t i v e  d a t e  o f  t h e  a g r e e m e n t .  

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

S e c .  2 1 . 7 6 . 1 0 0 .  R E G U L A T IO N S . A  c o o p e r a t i v e  a g r e e m e n t  m a y  a u ­

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

w i t h  l a w  f o r  t h e  f a i r  a n d  e q u i t a b l e  a d m i n i s t r a t i o n  o f  t h e  j o i n t  i n s u r ­

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

S e c .  2 1 . 7 6 . 1 1 0 .  S U B R O G A T IO N . A  j o i n t  i n s u r a n c e  a r r a n g e m e n t  h a s

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

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

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

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

a g a i n s t  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  l o s s  o r  i n j u r i e s  s u s t a i n e d  b y  a 

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

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

S e c .  2 1 . 7 6 . 9 0 0 .  D E F I N IT IO N S .  I n  t h i s  c h a p t e r

( 1 )  " a d j u s t m e n t  e x p e n s e s "  m e a n s  e x p e n s e s  f o r  i n v e s t i g a t i v e ,  

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

i n c u r r e d  i n  t h e  a d j u s t m e n t  o f  l o s s e s ,  c l a i m s ,  o r  b e n e f i t s ;

( 2 )  " a d m i n i s t r a t o r "  m e a n s  a  p e r s o n  o r  g r o u p  a p p o i n t e d  b y  

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

a  j o i n t  i n s u r a n c e  f u n d ;

- 5 -



( 3 )  " b o a r d "  o r  " b o a r d  o f :  d i r e c t o r s "  m e a n s  t h e  b o a r d  o f  

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

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

e n t e r e d  i n t o  b y  t w o  o r  m o r e  e n t i t i e s  d e s c r i b e d  i n  A S  2 1 . 7 6 . 0 1 0  f o r  t h e  

p u r p o s e  o f  e s t a b l i s h i n g ,  o p e r a t i n g ,  o r  p a r t i c i p a t i n g  i n  a  j o i n t  i n s u r ' -  

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

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

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

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

a r r a n g e m e n t  a u t h o r i s e d  u n d e r  A S  2 1 . 7 6 . 0 1 0 .

S e c .  2 .  A S  2 1 . 3 9 . 1 5 5 ( a )  i s  a m e n d e d  t o  r e a d :

( a )  T h e  d i r e c t o r  m a y  r e q u i r e  c a r r i e r s ,  e x c e p t  a  r e c i p r o c a l  

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

n o n p r o f i t  p u b l i c  u t i l i t i e s  u n d e r  A S  2 1 . 7 5  o r  a  j o i n t  i n s u r a n c e  a r ­

r a n g e m e n t  f o r m e d  u n d e r  A S 2 1 . 7 6 ,  a s  a  c o n d i t i o n  of  w r i t i n g  a  l i n e  o f  

i n s u r a n c e  d e a l i n g  w i t h  w o r k e r s ’ c o m p e n s a t i o n ,  t o  p a r t i c i p a t e  i n  a n  

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

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

S e c .  3 .  A S  2 1 . 8 0 . 1 8 0 ( 5 )  i s  a m e n d e d  t o  r e a d :

( 5 )  " i n s o l v e n t  i n s u r e r "  m e a n s  a n  i n s u r e r

( A )  a u t h o r i z e d  t o  t r a n s a c t  i n s u r a n c e  i n  t h i s  s t a t e ,  

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

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

a n c e  a r r a n g e m e n t  f o r m e d  u n d e r  A S 2 1 . 7 6 ,  t h e  M e d i c a l  I n d e m n i t y  

C o r p o r a t i o n  o f  A l a s k a ,  a n d  t h e  H e a l t h  C a r e  P r o v i d e r s  J o i n t  U n d e r ­

w r i t i n g  A s s o c i a t i o n  e s t a b l i s h e d  u n d e r  A S  2 1 . 8 8 ,  e i t h e r  a t  t h e  

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

a n d

( B )  d e t e r m i n e d  t o  b e  i n s o l v e n t  b y  a  c o u r t  o f

- 6 -
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*  S e c .  4 .  A S  2 1 . 8 0 . IC O ( 6 )  i s  a m e n d e d  t o  r e a d ;

( 6 )  ’ ’ m e m b e r  i n s u r e r "  m e a n s  a  p e r s o n ,  e x c e p t  ar«. a s s e s s a b l e  

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

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

A S  2 1 . 7 6 ,  t h e  M e d i c a l  I n d e m n i t y  C o r p o r a t i o n  o f  A l a s k a ,  a n d  t h e  H e a l t h  

C a r e  P r o v i d e r s  J o i n t  U n d e r w r i t i n g  A s s o c i a t i o n  e s t a b l i s h e d  u n d e r  

A S  2 1 . 8 8 ,  w h o

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

t e r  a p p l i e s  u n d e r  A S  2 1 . 3 0 . 0 2 0  i n c l u d i n g  t h e  e x c h a n g e  o f  r e c i p r o ­

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

( B )  i s  l i c e n s e d  t o  t r a n s a c t  i n s u r a n c e  i n  t h i s  s t a t e ;

*  S e c .  5 .  A S  2 1 . 3 6 . 1 9 0  i s  r e p e a l e d .

*  S e c .  6 .  T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  i n  a c c o r d a n c e  w i t h  A S  0 1 . -

1 0 . 0 7 0 ( c ) .
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Alaska State Legislature
S e n a t e

Pouch V 
State Capitol 

Juneau, Alaska 99811

M a r c h  2 1 ,  1 9 8 6

T h e  H o n o r a b l e  J a n  F a i k s  
C o - C h a i r
S e n a t e  F i n a n c e  C o m m i t t e e  
P . O .  B o x  V
J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  J a n :

SB 4 0 4  w a s  r e p o r t e d  f a v o r a b l y  b y  t h e  L a b o r  a n d  C o m m e rc e  
C o m m i t t e e ,  a n d  i s  m y p r o p o s a l  t o  p e r m i t  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  t o  e n t e r  i n t o  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 e  i d e a  i s  s i m p l y  t o  p r o v i d e  l o c a l  g o v e r n m e n t s  w i t h  
m o r e  " c l o u t "  w h e n  t h e y  s e e k  i n s u r a n c e  i n  t h e  m a r k e t  p l a c e  
a n d  t o  e n t e r  i n t o  j o i n t  a r r a n g e m e n t s  t h a t  w i l l  h e l p  t h e i r  
r i s k  m a n a g e m e n t  p r o g r a m 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  h a s  s t r o n g l y  e n d o r s e d  SB 
4 0 4 ,  a n d  I  k n o w  o f  n o  o b j e c t o r s .  T h e  c o m m e n ts  o f  t h e  
D i v i s i o n  o f  I n s u r a n c e  w e r e  f a v o r a b l e .

SB 4 0 4  e n t a i l s  n o  c o s t  t o  t h e  S t a t e ,  e v e n  
a d m i n i s t r a t i v e l y .

I  w o u ld  a p p r e c i a t e  t h e  s c h e d u l i n g  o f  SB 4 0 4  b e f o r e  t h e  
F i n a n c e  C o m m i t t e e .  SB 4 0 4  i s  n o t  o f f e r e d  a s  a  m a j o r  
s o l u t i o n  t o  a n y  c u r r e n t  i n s u r a n c e  " c r i s i s " ,  b u t  i t  w o u ld  b e  
h e l p f u l  t o  t h e s e  p o l i t i c a l  s u b d i v i s i o n s  a n d  s c h o o l  d i s t r i c t s  
w h i c h  a r e  t r y i n g  t o  g e t  a n d  k e e p  c o v e r a g e .

T h a n k  y o u  f o r  a n y  a t t e n t i o n  y o u  a r e  a b l e  t o  g i v e  t h i s  
r e q u e s t .

W i t h  b e s t  w i s h e s ,  I  am

S i n c e ^ f e l y ,

(?6e P .  J o s e p h s o n  
S t a t e  S e n a t o r

J P J - . r a k
E n c l o s u r e s :  " B a c k - u p "  m a t e r i a l s  o n  SB 4 0 4



SB 404: "An Act relating to insurance, authorizing joint insurance

arrangements, repealing a prohibition against certain types of 

group insurance, and providing for an effective date."

This legislation allows municipalities, school districts and Regional 

Educational Attendance Areas to establish joint insurance arrangements for 

group assumption of losses or group purchase of insurance coverage.

This bill effectively allows self insurance by groups of municipalities, 

school districts and Regional Educational Attendance Areas. This is 

probably a reasonable action provided the parties to the grouping are fully 

aware of the implications of that action, and the Division of Insurance has 

no regulatory responsibility for those groups.

Markets are currently available for workers' compensation, and group 

purchase is possible through a safety group. We view inclusion of workers' 

compensation in this bill as a reduction of the protections built into the 

system for the benefit of the injured worker. Insurer financial regu­

lation, 100% backup by the Alaska Insurance Guaranty Act, rate regulation, 

and more accrue to assure that the insurer meets its obligations in a 

timely fashion. We believe that that action is unnecessary for workers' 
compensation insurance.

This bill repeals the fictitious group statute. That statute is intended 

to avoid unfairly discriminatory rates. We have no problem with removing 

the entities impacted by the joint insurance arrangement from that law, 

except for workers compensation, but the law should not be repealed.

We recommend that Section 5 on page 7, which repeals AS 21.36.190, be 
amended to read:

Add a new subsection to AS 21.36.190 to read:

(e) Except as provided in (d)(2)-(4) of this section, this section 

does not apply to coverage purchased through a joint insurance arrangement 
formed under AS 21.76.

Also on page 1, line 23, after "disability," insert the words "workers' 
compensation."

lt0254K



J ja m U S
TELEPHONE 

(907) 586-1325 105 MUNICIPAL WAY. SUfTE 301 
JUNEAU, ALASKA 99801

T o : S e n a to r  F re d  F . Z h a r o f f ,  C h a irm a n

Members o f  S e n a te  L a b o r  and Commerce C o m m itte e

From : S c o t t  A

D a te : M arch 1 2 , 1986

S u b je c t :  L e g i s l a t i o n  A d d r e s s in g  In s u r a n c e  P o o l in g  (SB404 and SB377)

The A la s k a  M u n ic ip a l  L e a g u e , r e p r e s e n t in g  116 d i r e c t  member 
m u n i c i p a l i t i e s ,  s t r o n g ly  s u p p o r ts  l e g i s l a t i o n  t h a t  w o u ld  e n a b le  

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  in s u r a n c e  c o s t s ,  and lo s s e s .  C u r r e n t ly ,  

m u n ic ip a l in s u r a n c e  p o o ls ,  s p o n s o re d  b y  s t a t e  m u n ic ip a l  le a g u e s ,  a re  
o p e r a t in g  i n  23 s t a t e s .  N e v e r h a s a n y  m u n ic ip a l  in s u r a n c e  p o o l gone i n t o  

d e f a u l t .  N e v e r h as any m u n ic ip a l  in s u r a n c e  p o o l been u n a b le  t o  p a y  a 
c la im .  A l l  h a ve  been v e r y  s u c c e s s f u l .

M u n ic ip a l in s u r a n c e  p o o l in g  lo w e rs  c o s t s ,  and in c r e a s e s  a v a i l a b i l i t y  o f  

in 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 ls  o f f e r  m u n i c i p a l i t i e s  a chance t o  pay 

p rem ium s based  s o l e l y  upon lo s 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  

an in s u r a n c e  p o o l can re c o u p  a p o r t io n  o f  t h a t  prem ium  th r o u g h  a y e a r -e n d  

d iv id e n d  p a y m e n t, b a se d  upon t h e i r  s u c c e s s  a t  c o n t r o l in g  lo s s e s .  U nder a 

p o o l ,  th e  a v a i l a b i l i t y  o f  in s u r a n c e  t o  m u n i c i p a l i t i e s  w o u ld  no lo n g e r  be 

s u b je c t  t o  th e  c y c le s  o f  t h e  g e n e r a l in 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 lo w in g  t h e  f o r m a t io n  o f  a m u n ic ip a l in s u r a n c e  p o o l w ere 
p a s s e d , th e  AML w o u ld  m o st l i k e l y  o b t a in  r e in s u r a n c e  fro m  th e  N a t io n a l  
League o f  C i t i e s ,  w h ic h  w i l l  b e g in  o f f e r i n g  r e in s u r a n c e  on May 1 o f  t h i s  
y e a r  th r o u g h  a r e in s u r a n c e  p o o l s u p p o rte d  b y  th e  23 s t a t e  m u n ic ip a l  le a g u e  

p o o ls  c u r r e n t l y  i n  o p e r a t io 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 in s u r a n c e  

'o p p o r t u n i t ie s  w o u ld  be a v a i l a b l e  t o  an A la s k a  M u n ic ip a l  League in s u r a n c e  

p o o l ,  due t o  th e  s u c c e s s , and p a s t  p e r fo 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  
in s u r a n c e  p ro g ra m . Though n o t  a p o o l ,  th e  League c u r r e n t l y  s p o n s o rs  a 

p rog ram  w h ic h  i s  p r o v id in g  in s u r a n c e  t o  o v e r  75 m u n i c i p a l i t i e s  and s c h o o l 

d i s t r i c t s  i n  th e  S t a t e  f o r  w o r k e r 's  c o m p e n s a tio n , g e n e r a l l i a b i l i t y ,  
b u s in e s s  a u t o ,  and e r r o r s  and o m is s io n s  c o v e ra g e  f o r  la w  e n fo r c e m e n t, 
p u b l ic  o f f i c i a l s ,  and s c h o o l b o a rd  m em bers.

MEMBER OF THE NATIONAL LEAGUE OF CITIES AND THE NATIONAL ASSOCIATION OF COUNTIES



S e n a to r  F re d  F .  Z h a r o f f ,  C h a irm a n

Members o f  S e n a te  L a b o r and Commerce C o m m itte e

M arch 1 2 , 1986

P a g e  T w o

R e g a rd in g  SB 3 7 7 , th e  A la s k a  M u n ic ip a l  League s u p p o rts  l e g i s l a t i o n  t h a t  

w o u ld  in c r e a s e  a v a i l a b i l i t y  and d e c re a s e  c o s ts  o f  in s u r a n c e  f o r  

m u n i c i p a l i t i e s .  I n  a d d i t io n ,  t h e  A la s k a  M u n ic ip a l  League e n c o u ra g e s  

c a r e f u l  c o n s id e r a t io n  b y  th e  L e g is la t u r e  o f  t h i s  and a l l  in s u r a n c e  
l e g i s l a t i o n  a f f e c t i n g  m u n i c i p a l i t i e s .  A tta c h e d  p le a s e  f i n d  c o p ie s  o f  a 

r e s o lu t io n  and p o l i c y  s ta te m e n t la n g u a g e  a d o p te d  b y  th e  A la s k a  M u n ic ip a l 

League d u r in g  i t s  a n n u a l c o n fe re n c e  Novem ber 1 6 , 1 9 8 5 .

T hank y o u  f o r  y o u r  c o n s id e r a t io n  o f  t h i s  im p o r ta n t  is s u e .  I f  th e  League 

may be o f  f u r t h e r  a s s is ta n c e  i n  any w a y, p le a s e  f e e l  f r e e  t o  c a l l .

S A B :T R S :p h l

A tta c h m e n ts



PART III
PUBLIC SAFETY

1 . s t a t e  P u b l ic  S a f e t y  R e s p o n s i b i l i t y : The League s t r o n g ly  u rg e s  

th e  L e g is la t u r e  t o  p r o v id e  f u l l  f u n d in g  o f  th e  D e p a rtm e n t o f  P u b l ic  

S a f e t y  so t h a t ,  a t  th e  v e r y  l e a s t ,  t h e  c u r r e n t  l e v e l  o f  s e r v ic e s  

S ta te w id e  can be m a in ta in e d .

2 . D e t e n t io n  C o s ts :  The League recommends t h a t  c o s ts  a s s o c ia te d  
w it h  p r is o n e r  c a re  and p r is o n e r  t r a n s p o r t a t io n  be b o rn e  b y  t h e  S t a t e .  

When a m u n ic ip a l p o l ic e  o f f i c e r  m akes an a r r e s t  f o r  a v i o l a t i o n  o f  a 

s t a t e  la w , th e  S t a t e  s h o u ld  c o n t in u e  t o  assume th e  l e g a l  and f i n a n c i a l  

r e s p o n s i b i l i t y  f o r  th e  p r is o n e r  as soon as th e  p r is o n e r  i s  in c a r c e r a t e d .

3 . F in a n c ia l  Im p a c t: The League s u p p o r ts  f u l l  f i n a n c i a l  a s s is ta n c e  

f o r  p rog ram s im p a c te d  b y  m a n d a to ry  s e r v ic e s ,  e n fo r c e m e n t, r e f e r r a l  o r  

s e n te n c in g .

4 . P u b l ic  D e fe n d e r s :  The League recommends t h e  S t a t e  resum e f u l l  

f i n a n c i a l  r e s p o n s i b i l i t y  f o r  t h e  P u b l ic  D e fe n d e r  A g e n c y.

A. FINANCIAL IMPACT

B . TRAINING

The League u rg e s  th e  L e g is la t u r e  t o  a s s u re  t h a t  l o c a l  f u l l - t i m e  and 

v o lu n t e e r  p o l i c e ,  f i r e ,  and em ergency m e d ic a l p e r s o n n e l th r o u g h o u t  th e  

S t a t e  h a ve  a c c e ss  t o  a d e q u a te  f a c i l i t i e s  and p ro g ra m  r e s o u rc e s  f o r  
t r a i n i n g .  F u r t h e r ,  th e  League e n d o rs e s  p u b l ic  f i r e  e d u c a t io n  and a rs o n  

i n v e s t i g a t i o n ,  V i l l a g e  P u b l ic  S a f e t y  O f f i c e r s ,  and th e  P o l ic e  S ta n d a rd s  

C o u n c i l .  The League u rg e s  f u l l  fu n d in g  o f  th e s e  p ro g ra m s .

C . COURT SYSTEM

1 . Use o f  TV C a p a c it y : The League e n c o u ra g e s  th e  c o u r t  syste m  t o

make maximum u se  o f  TV c a p a c it y  and o t h e r  c o s t  s a v in g  te c h n iq u e s  f o r  

a r r a ig n m e n t,  g ra n d  j u r y ,  and s i m i l a r  c o u r t  f u n c t io n s  t o  r e le a s e  th e  

b u rd e n  on h i g h l y  t r a in e d ,  p u b l ic  s a f e t y  p e r s o n n e l.

2 . J u d i c i a l  P r e s e n c e : The League s u p p o r ts  th e  fu n d in g  o f  a

j u d i c i a l  s y s te m  t h a t  w o u ld  a s s u re  th e  p re s e n c e  o f  s u f f i c i e n t  j u d i c i a l  

o f f i c e r s  i n  each co m m unity  i n  th e  S t a t e  when th e  need a r i s e s .

3 . L o c a l T r i a l s : The League recommends l o c a l  f e lo n y  t r i a l s  i f  

a d e q u a te  f a c i l i t i e s  a re  a v a i l a b l e  i n  th e  co m m un ity  w here th e  o ffe n s e  

o c c u r r e d .
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D. STATE ASSISTANCE

1 .  E m ergency M anag em ent; The League s u p p o r ts  f u l l  S t a t e  and 

f e d e r a l  f u n d in g  o f  c i v i l  d e fe n s e  and em ergency p r e p a re d n e s s  a c t i v i t i e s .

2 .  F i r e  F ig h t in g  E q u ip m e n t: The League s u p p o r ts  f u l l  fu n d in g  f o r  

b a s ic  f i r e  f i g h t i n g  e q u ip m e n t w h ic h  m e e ts  m inim um  In s u r a n c e  S e r v ic e s  
O f f i c e  (IS O ) o r  S t a t e  c r i t e r i a  f o r  s m a ll  A la s k a  c i t i e s  and f i r e  s e r v ic e  

d i s t r i c t s .

3 .  S u b s ta n c e  Abuse C o u n s e lin g ; The League e n c o u ra g e s  s t a t e  fu n d in g  

o f  p o s i t i o n s  f o r  c o u n s e lin g  on d ru g  and a lc o h o l  p ro g ra m s , p a r t i c u l a r l y  

i n  c o n ju n c t io n  w it h  t h e  e x i s t i n g  j u v e n i l e  p r o b a t io n  s y s te m

4 .  S u b s ta n c e  Abuse and D o m e s tic  V io le n c e ; The League r e c o g n iz e s  

th e  s e r io u s  i n d i v i d u a l  and p u b l ic  s a f e t y  p ro b le m s  t h a t  e x i s t  i n  a l l  

c o m m u n itie s  i n  A la s k a  a s  a r e s u l t  o f  s u b s ta n c e  abuse and d o m e s tic  

v io le n c e .  I t  s u p p o r ts  t h e  e n fo rc e m e n t o f  th e  d o m e s tic  v io le n c e  s e c t io n s  

o f  T i t l e  2 5 , M a r i t a l  and D o m e s tic  R e la t io n s  (AS 2 5 .3 5 .0 1 0 -A S  2 5 .3 5 .0 6 0 ) ,  

i n  a l l  p a r t s  o f  th e  S t a t e  as a p t u l i c  s a f e t y  p r i o r i t y .

E . HAZARDOUS MATERIALS REPORT

The League s u p p o r ts  l e g i s l a t i o n  w h ic h  w o u ld  r e q u ir e  p r o d u c e r s , 

s h ip p e r s ,  d i s t r i b u t o r s ,  and c o m m e rc ia l and i n d u s t r i a l  u s e r s  t o  s u b m it t o  

a l l  a f f e c t e d  m u n ic ip a l  g o v e rn m e n ts , th e  S ta n d a rd  M a t e r i a l  S a f e t y  D a ta  
S h e e t on a l l  t o x i c  m a t e r ia l  p h y s ic a l  a g e n ts  b e in g  s h ip p e d  t o  o r  t h r o u g h , 
o r  s t o r e d ,  m a n u fa c tu r e d , u t i l i z e d ,  p ro d u c e d  a s a b y - p r o d u c t ,  o r  

o th e r w is e  fo u n d  a t  any t im e ,  on th e  p r o p e r t y  o r  r i g h t s - o f - w a y  o f  any 

e n t e r p r is e  o r  s i t e  w i t h i n  th e  m u n ic ip a l  b o u n d a r ie s .

F . TORT REFORM

The League u rg e s  th e  L e g is la t u r e  t o  r e v ie w  t o r t  r e fo r m  and t o  work 

f o r  a v i a b l e  m u n ic ip a l  in s u r a n c e  s y s te m .



RESOLUTION OF THE ALASKA MUNICIPAL LEAGUE

RESOLUTION NO. 8 6 -1 3

A RESOLUTION OF THE ALASKA M UNICIPAL LEAGUE 

URGING THE STATE LEGISLATURE TO INVESTIGATE 

TORT REFORM AND THE REASONS BEHIND THE 
U N A V A ILA B IL IT Y OF CERTAIN LIN E S  OF INSURANCE.

WHEREAS, in s u r a n c e  r a t e s  h a v e  in c r e a s e d  a s t r o n o m ic a l ly  and t h i s  

h a s  caused  b u s in e s s e s  t o  c lo s e  and h a s  c r e a te d  a f i n a n c i a l  b u rd e n  on 

t a x p a y e r s  i n  A la s k a ,  and

WHEREAS, m u n ic ip a l  in s u r a n c e  r a t e s  h a v e  in c r e a s e d  a s  much as 

500% i n  some a r e a s ,  and

WHEREAS, d a y  c a re  o p e r a t o r s ,  a i r  c a r r i e r s ,  t r u c k e r s ,  
c o n t r a c t o r s ,  C H A R R - a f f i l ia t e d  b u s in e s s e s ,  d o c t o r s ,  and a r c h i t e c t s  a re  

i n  many c a s e s  u n a b le  t o  o b t a in  a n y  in s u r a n c e ,  and

WHEREAS, t h e  A la s k a  M u n ic ip a l  L eag u e f e e l s  s t r o n g ly  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 se s  s h o u ld  be made and a s o l u t i o n  t o  t h i s  

p ro b le m  m u s t b e fo u n d  t h i s  y e a r ;

NOW, THEREFORE, BE I T  RESOLVED b y  th e  A la s k a  M u n ic ip a l  League 

t h a t  th e  O f f i c e  o f  th e  G o v e r n o r  and t h e  A la s k a  S t a t e  L e g is la t u r e  a re  

u rg e d  t o  im m e d ia te ly  p u rs u e  a l l  a ve n u e s  a v a i l a b l e  t o  s o lv e  t h i s

ATTEST:



T E S T I M O N Y

o f

S c o t t  A . B u rg e ss  

E x e c u t iv e  D ir e c t o r  

A la s k a  M u n ic ip a l  League

O c to b e r 8 ,  1985

T e s t im o n y ,  p r e s e n te d  on b e h a l f  o f  A la s k a 's  m u n i c i p a l i t i e s ,  f o r  th e  
G o v e r n o r 's  S p e c ia l  T a s k  F o rc e  on In s u r a n c e

C o m m is s io n e r L o u n s b u ry , members o f  th e  t a s k  f o r c e :

The tow n o f  S o u th  T u c s o n , A r iz o n a  w e n t b a n k r u p t .  A p o l ic e  o f f i c e r  i n  th e  
tow n was a c c id e n t ly  s h o t  i n  th e  b a c k  b y  h i s  p a r t n e r .  The c o u r t  aw arded 
th e  o f f i c e r  damages t h i r t y - s i x  t im e s  t h e  am ount o f  l i a b i l i t y  in s u r a n c e  
S o u th  T ucson  was c a r r y in g ,  o v e r  $1 m i l l i o n  more th a n  t h e  c i t y ' s  e n t i r e  

a n n u a l b u d g e t.

I f  S o u th  T u c so n  was i n  A la s k a ,  i t  w o u ld  be among th e  f i v e  la r g e s t  
m u n i c i p a l i t i e s  i n  th e  s t a t e .  I f  S o u th  Tu cso n  was i n  A la s k a ,  th e y  w o u ld  

s t i l l  h ave  gone b a n k r u p t .  Thoug h s e v e r a l  a p p ro a c h e s  t o  th e  p ro b le m  

e x p e r ie n c e d  b y  S o u th  T u c so n  a r e  b e in g  p r a c t ic e d  i n  o t h e r  p a r t s  o f  th e  
c o u n t r y ,  none i s  b e in g  p r a c t ic e d  h e re  i n  A la s k a .

The A la s k a  M u n ic ip a l  Leag u e c e r t a i n l y  e n c o u ra g e s  t h e  e f f o r t  b e in g  made 

t o d a y ,  and we c e r t a i n l y  e n c o u ra g e  th e  t a s k  f o r c e  t o  t u r n  t o d a y 's  e f f o r t  

i n t o  r e l i e f  f o r  m u n i c i p a l i t i e s ,  and o t h e r s  e x p e r ie n c in g  in s u r a n c e  
p r o b le m s .

As f a r  as m u n i c i p a l i t i e s  g o , t h e  p r o b le m  i s  p r e t t y  b a s ic .  In s u r a n c e  

com panies c o n s id e r  them  a h ig h  r i s k .  When t h e  m a rk e t g e ts  t i g h t ,  i t  i s  
in s u r a n c e  f o r  m u n i c i p a l i t i e s  t h a t  e x p e r ie n c e s  th e  f i r s t  p rem ium  in c r e a s e ,  
a n d , l a t e r ,  t h e  f i r s t  c a n c e l la t io n s .  I t  i s  n o t  t h a t  m u n i c i p a l i t i e s  a re  

more n e g l ig e n t  th a n  an yo n e e ls e  t h a t  makes them  a g r e a t e r  r i s k  i n  t h e  e ye s 
o f  in s u r e r s ,  r a t h e r  i t  i s  t h e  c o u r t  s y s te m 's  le s s o n s  t o  th e  p u b l ic  w h ic h  

te a c h  c i t i z e n s  t h a t  f o r  th e  g r e a t e s t  c o m p e n s a tio n , yo u  sue w hom ever has 
th e  m ost m oney, th e  " d e e p -p o c k e t"  t h e o r y .  I n  A la s k a ,  th e  S t a t e  i s  

e x e m p t( 0 9 . 5 0 . 2 5 0 ) ,  and t h a t  le a v e s  m u n i c i p a l i t i e s  as th e  t a r g e t  a t  th e  to p  
f o r  f r i v o l o u s  and m a r g in a l l i a b i l i t y  s u i t s ,  w i t h  no r e s t r i c t i o n s  on 

dam ages.

W hat can be done? T h e re  a r e  s e v e r a l  s o l u t i o n s ,  none o f  them  th e  t o t a l  

a n sw e r, b u t  a l l  o f  them  c u r r e n t l y  b e in g  u s e d  s u c c e s s f u l ly  somewhere i n  th e  

U .S . F i r s t ,  t h e r e  a re  s t a t u t o r y  l i m i t s  i n  o t h e r  s t a t e s  on th e  fe e s  o f  

t r i a l  la w y e r s ,  w h ic h  can d r a m a t ic a l ly  re d u c e  t h e  f i n a l  am ount o f  l i a b i l i t y  
a w a rd s.



S e c o n d ly , th e r e  a re  s t a t u t o r y  r e s t r i c t i o n s  on w h a t, s p e c i f i c a l l y ,  
m u n i c i p a l i t i e s  c a n , and can n o t ,  be h e ld  l i a b l e  f o r .

T h i r d l y ,  A la s k a  c o u ld , f o l l o w  th e  le a d  o f  28 s t a t e s  w h ic h  h a ve  s e t  
re a s o n a b le  d o l l a r  l i m i t s  on l i a b i l i t y  ju d g m e n ts .

The f o u r t h  s o l u t i o n ,  i s  p r o v id in g  f o r  " l i a b i l i t y  in s u r a n c e  p o o ls "  by 

s t a t u t e .  The S t a t e  t r i e d  t o  a d d re s s  t h i s  i n  1 9 8 3 , b u t  f e l l  a l i t t l e  s h o r t  

i n  my v ie w . B ecause th e  League h a s an in s u r a n c e  p ro g ra m , I  w ant to

a d d re s s  t h i s  p o t e n t i a l  s o l u t i o n  i n  g r e a t e r  d e t a i l .

A l i a b i l i t y  in s u r a n c e  p o o l  i s  b e in g  used i n  s e v e r a l  s t a t e s  t o  a l lo w

m u n i c i p a l i t i e s  t o  c r e a te  a p o o l o f  money t o  in s u r e  th e m s e lv e s  th r o u g h  a 
r e p r e s e n t a t iv e  e n t i t y  such  as th e  A la s k a  M u n ic ip a l  L e a g u e . The e n t i t y ,  

u s in g  th e  p o o le d  p re m iu m s , p a y s  f i r s t  d o l l a r  c o v e ra g e  up t o  an a g reed  
am ount and b u y s  an y r e q u ir e d  e x c e s s  in s u r a n c e  on t h e i r  ow n. Each 
p a r t i c i p a n t  p a y s  prem ium s i n t o  t h e  p o o l ,  t h e n ,  a t  th e  end o f  th e  y e a r ,  

r e c e iv e s  b ack a d iv id e n d  p a ym e n t based  on t h e  prem ium s m in u s  e xp e n se s  and 
lo s s e s .  T h e r e f o r e ,  th e  a b i l i t y  o f  th e  members o f  th e  p o o l t o  re d u c e  t h e i r  

lo s s e s ,  p o t e n t i a l l y ,  s a v e s  t h e  m u n i c i p a l i t i e s ,  and t h e i r  t a x p a y e r s ,  money 
i n  th e  f u t u r e  prem ium s t h e y  p a y , and i n  th e  d iv id e n d s  th e y  r e c e iv e  b a c k .

W h ile  th e  League i s  s t i l l  in t e r e s t e d  i n  th e  S t a t e  s a n c t io n in g  o f  a 

s e l f - i n s u r e d  r e t e n t i o n  p ro g ra m  o r  p o o l ,  m in o r  am endm ents t o  t h e  1983
la w  p r o v id in g  f o r  " r e c ip r o c a ls " ,  b a y  a l lo w  m u n i c i p a l i t i e s  t o  h e lp

th e m s e lv e s  t o  s o lv e  many o f  t h e i r  in s u r a n c e  p ro b le m s  u n d e r  C h a p te r  7 5 . ,  
R e c ip r o c a l I n s u r e r s .

A la s k a  has i n  p la c e  t h e  e n a b lin g  S t a t u t e s ,  c a l le d  " r e c ip r o c a l  in s u r a n c e  

a g re e m e n ts " , b u t  th e  s t a t u t e s  s e t  f r o n t - l o a d i n g ,  f i n a n c i a l  re q u ir e m e n ts  

t h a t  c o u ld  u n n e c e s s a r i ly  p r e v e n t  such a g re e m e n ts  fro m  e v e r  b e in g  fo rm e d , 
a t  l e a s t  among m u n i c i p a l i t i e s .

T h e re  a re  tw o s o lu t io n s  t o  t h i s  p r o b le m , b o th  o f  them  w i t h i n  th e  scope o f  

t h i s  ta s k  f o r c e .  The f i r s t  i s  l e g i s l a t i o n  t h a t  w o u ld  re d u c e  th e  am ount o f  

c a p i t a l  r e q u ir e d  on d e p o s it  o r  i n  s u r p lu s  b y  r e c ip r o c a l  in s u r e r s .  T h a t 

s e c t io n ,  AS 2 1 .7 5 .0 5 0 ,  n eed s some c l a r i f i c a t i o n  r e g a r d le s s  o f  t h e  am ount 

r e q u ir e d .  Even th e  e x p e r t s  i n  t h e  in s u r a n c e  in d u s t r y ,  as w e l l  a s  th o s e  
w i t h i n  th e  S t a t e 's  D i v i s i o n  o f  In s u r a n c e  d i f f e r  on w h a t th e  la n g u a g e  
a c t u a l l y  r e q u ir e s  as a m inim um  s u r p lu s  am o u n t.

The second s o l u t i o n  a ls o  in v o lv e s  l e g i s l a t i o n .  T h a t  la n g u a g e  w o u ld  a l lo w  

g ro u p s  fo r m in g  in s u r a n c e  p o o ls  t o  b u i l d  up t h e i r  s u r p lu s  t o  th e  r e q u ir e d  

J.f / e l  o v e r  some s e t  p e r io d  o f  t im e .  T h a t  w o u ld  p e r m it  th e  u se  o f  prem ium s 

t o  m eet th e  S t a t e 's  s u r p lu s  c a p i t a l  r e q u ir e m e n ts . W ith o u t  th e s e  c h a n g e s, 

th e  o n ly  way su ch  a p ro g ra m  c o u ld  g e t  o f f  th e  g ro u n d  i s  th r o u g h  a o n e -t im e  

a s s e s s m e n t a g a in s t  p a r t i c i p a n t s  i n  th e  p ro g ra m , w h ic h  c o u ld  ru n  as h ig h  as 
$ 1 5 0 ,0 0 0  a p ie c e .  I  can  a s s u r e  y o u , such a m em bership  f e e  i s  a  m a jo r  
d e t e r r e n t  t o  fo r m in g  a r e c i p r o c a l  prog ram  u n d e r e x i s t i n g  la w .



The A la s k a  M u n ic ip a l  League h a s a tte m p te d  t o  p r o v id e  in s u r a n c e  f o r  i t s  

m u n ic ip a l  m em bers, and t o  p r o v id e  c o s t  s a v in g s  and some d e g re e  o f  

s t a b i l i t y  to  th e  p a r t i c i p a n t s  b y  s e t t i n g  up th e  AML In s u r a n c e  P rogram  i n  

A p r i l  1 9 8 4 . The League e n d o rs e d  F ra n k  B . H a l l  Company o f  A la s k a  t o  h e lp  

th e  League s e t  up th e  p ro g ra m . As o f  Ju n e  o f  t h i s  y e a r ,  th e  AML p rog ram  
h a s o f f e r e d  f i r s t  d o l l a r  c o v e ra g e  f o r  member m u n i c i p a l i t i e s  fro m  th e  O ld  

R e p u b lic  In s u r a n c e  Com pany. C u r r e n t ly ,  55 A la s k a  l o c a l  g o ve rn m e n t 

e n t i t i e s  have s ig n e d  up f o r  c o v e ra g e  th r o u g h  AML.

O ld  R e p u b lic  h as a f i n a n c i a l  r a t i n g  o f  A -1 5 ,  and p r o v id e s  f i r s t  d o l l a r  

c o v e ra g e  on a b a s ic  C o m p re h e n s iv e  G e n e r a l L i a b i l i t y  p o l i c y  fo r m , up t o  
$ 5 0 0 ,0 0 0 . E r r o r s  and o m is s io n s  c o v e ra g e  i s  p r o v id e d  s e p a r a t e ly  b y  M a r k e l 

S e r v ic e ,  I n c .  f o r  Law E n fo r c e m e n t and P u b l ic  O f f i c i a l s  and S c h o o l B oard 
L i a b i l i t y  up t o  a l i m i t  o f  $1 m i l l i o n .  The AML p ro g ra m  h a s  to p p e d  S3 

m i l l i o n  i n  p re m iu m s , and o f f e r s  c o v e ra g e  f o r  W o rk e rs  C o m p e n s a tio n , G e n e r a l 

L i a b i l i t y ,  B u s in e s s  A u to ,  Law E n fo r c e m e n t, P u b l ic  O f f i c i a l s ,  and S c h o o l 

B o a rd .

The c u r r e n t  AML p ro g ra m  c a n n o t p r o v id e  m u n i c i p a l i t i e s  w i t h  much s t a b i l i t y ,  
h o w e v e r. I f  O ld  R e p u b lic  d e c id e s  t o  s to p  p r o v id in g  c o v e r a g e , w h ic h  t h e y  

can do a t  an y t im e ,  th e  AML p ro g ra m  comes t o  a s c r e e c h in g  h a l t .  The o t h e r  

m a jo r  s h o rtc o m in g s  o f  t h e  o u r  r e l a t i v e l y  yo u n g  in s u r a n c e  p ro g ra m  i s  o u r  
i n a b i l i t y  t o  p r o v id e  f i r s t  d o l l a r  c o v e ra g e  h ig h e r  th a n  $ 5 0 0 ,0 0 0 . T h a t  
le a v e s  a gap i n  c o v e ra g e  f o r  m o st m u n i c i p a l i t i e s  b e tw e e n  $ 5 0 0 ,0 0 0  and $1 

m i l l i o n ,  w h ic h  i s  th e  lo w e s t  l e v e l  a t  w h ic h  t h e y  a re  a b le  t o  p u rc h a s e  

e x c e s s  in s u r a n c e  c o v e ra g e  in d e p e n d e n t ly .  B ecause th e  L e a g u e 's  
i n d i v i d u a l l y - p a r t i c i p a t i n g ,  member m u n i c i p a l i t i e s  a re  s t i l l  s u b je c t  t o  th e  

c u r r e n t  m a r k e tp la c e  f o r  f i r s t  d o l l a r  c o v e ra g e , th e  League p ro g ra m  c a n n o t 
o f f e r  th e  m o st s t a b le ,  and lo w e s t  c o s t  p ro g ra m  t o  i t s  m em bers. The Board 

o f  D ir e c t o r s  o f  th e  A la s k a  M u n ic ip a l  League b e l ie v e s  a s e l f - i n s u r e d  
r e t e n t io n  p o o l i s  th e  s o l u t i o n .  I f  t h e  League can a c c o m p lis h  th e  same 
r e s u l t  w it h  r e v is io n s  t o  t h e  r e c ip r o c a l  in s u r e r  p r o v is io n s  o f  th e  A la s k a  

S t a t u t e s ,  we w o u ld  v e r y  much l i k e  t o  p ro c e e d  i n  t h a t  d i r e c t i o n .

The League a p p r e c ia te s  t h e  r e c o g n it io n  o f  th e  in s u r a n c e  p ro b le m s  fa c e d  by 
th e  S t a t e ,  i t s  p o l i t i c a l  s u b d iv is io n s ,  and o t h e r s  b y  th e  G o v e rn o r  and th e  

members o f  t h i s  t a s k  f o r c e ,  and o f f e r s  i t s  a s s is t a n c e  and s u p p o r t  i n  

f i n d i n g  s o l u t i o n s ;  th o s e  o f f e r e d  above and o t h e r s .  T h a n k  yo u  f o r  y o u r  

t im e .
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I n t r o d u c e d :  2 / 1 3 / 8 6
R e f e r r e d :  L a b o r  a n d  C o m m e r c e

a n d  F i n a n c e

©

1 IN THE SENATE B Y  J O S E P H S O N

2 SENATE B I L L  NO. 404

3 IN THE L E G I S L A T UR E  OF T H E  STATE 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  - SE C O N D  S E S S I O N

5 A  B I L L

6 For an Act entitled: "An Act r e l ating to insurance; a u t h o r i z i n g  joint

7 insurance arrangements; r e p e a l i n g  a p r o h i b i t i o n

8 against cert a i n  types of g roup insurance; and provid-

9 ing for an e f fective date."

10 BE IT E N A C T E D  BY T H E  L E G I S L A T U R E  OF THE STATE OF ALASKA:

11 * S e c t i o n  1. AS 2.1 is amended by adding a n e w  c h a pt e r  to read:

12 C H A P T E R  76. J OINT I N S U R AN C E  ARRANGEMENTS.

13 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  A R R A N GE -

14 MENTS. (a) M u n i c ip alities, school districts, and regional educa-

15 tional a t t e n d a nc e  areas ma y  enter into co o p e r a t iv e  a g r e e m e nt s  w i t h

16 eac h  o ther for the purp o s e  of establishing, operating, or p a r t i cipat-

17 ing in joint insurance a r r a n gements throu g h  w h i c h  the p a r t i c i p a t i n g

18 memb e r s  agree to pool c o n tributions and

19 (1) assume risks from losses on a g r o u p  basis; or

20 (2) purchase coverage on a group basis.

21 (b) A  joint insurance a r r a n gement m a y  be for any k ind of insur-

22 ance d e fi n e d  by this title except for

23 (1) life, annuity, disability, and t itle insurance; and

24 (2) surety.

25 (c) A  joint insurance a r r a n gement shall be c on s i d e r e d  an alter-

26 nat i v e  or supplement to any o ther policy or contract of i n surance

27 a u t h or i z e d  or r e q uired by law, inc l u d i n g in s u r a nc e  u n d e r  AS 21.75.

28 Sec. 21.76.020. R E G U L A T I O N  BY D I V I S I O N  OF INSURANCE. A  joint

29 insurance a r r a n gement may not be consi d e r ed  in s ur a n c e  for the purp o se
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1 of any o t h e r  law of the state and is not subject to re g u l ations of the

2 d i r e c t o r  except as e x pressly p r o v i d e d  in this chapter.

3 Sec. 21.76.030. G E N E R A L  PROVI S I ON S  OF CO O P E R A T I V E  A GREEMENTS. A

A c oo p e r a t i v e agr e e m e n t  shall prov i d e  for the p r o p e r  o p e r a t i o n  of the

5 joint i n s u r an c e  arrangement, and include p r ov i s i o n s  for

6 (1) a d m i n i s t r a t i o n  of the a r r a n gement by a b o a r d  of direc-

7 tors, s p e c i f y i n g  the n u m b e r  of memb e r s  of the b o ar d  an d ot h e r  require-

8 ments n e c e s s a r y  for the p r o p e r  f u n c ti o n i n g  of the board;

9 (2) a ppointment of an a d m i n i s t r a t o r  and o t h e r  persons as

10 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 in g  of the arrangement;

11 (3) o rg a n i z a t i o n  of the arrangement, i n c luding a r o s t e r  of

12 p a r t i c i p a t i n g  memb e r s and the names of the memb e r s of the b o a r d  of

13 directors;

14 (4) p r ocedures to e s t a b l i s h  and p r o m o t e  3 n  a g gr e s s i v e  ris k

15 m a n a g e m e n t  and p r o g r a m  among the members of the arrangement, i n c l u d i ng

16 proce d u r e s  for id e nt i f y i n g  and r e d ucing the risks that can be r e d u c e d

17 thro u g h  i mp l e m e n t i n g  b e t t e r  safety t e c h n ologies and i m p roved w o r k

18 t e chniques and procedures;

19 (5) e nforcing the c o l le c t i o n  of c o n t ributions or payments

20 in default from members of the arrangement;

21 (6) the a d d i t i o n  of n e w  members to the a r ra n gement o r  the

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

23 (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

24 excess contributions;

25 (8) t r a n sm i s s i o n  of financial s t atements and audit reports

26 of the ar r a n gement to p a r t i c i p a t i n g  members;

27 (9) te r m i na t i n g  the arrang e m e n t and d i s p o s i n g  of its as-

28 sets; and

29 (10) e s t a bl i s h i n g  and a d m i n i s t e r i n g  a joint i n surance fund.
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1 Sec. 21.76.040. F I N A N C I A L  P R O V I SI O N S  O F  AGREEM E N T S .  (a) A

2 c ooperative agreement must include a p r o v i s i o n  r e q u i r i n g  an an n u a l

3 d e t e r m i n a t i o n  by a casua l ty  a c tu a r y  who is a m e m b e r  of the A m e r i c a n

4 Academy of A c t u ar 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

5 losses of the j oint i n s urance a r ra n gement are a c t u a r i a l l y  sound.

6 (b) A  joint in su r a n c e  ar r a n g e me n t  shall be subject to an annual

7 independent audit. The audit shall be con d u c t e d  in accor d a n c e  w i t h

8 gen e r al l y  accepted a ud i t i n g  standards and m ust incl ud e  a r e v i e w  of the

9 actuarial assump t i o n s  u sed for e s t a b l i s h i n g  the r e s er v e s  u n d e r  (a) of

10 this section. The audit report must include c e r t i f i c a t i o n  fro m  a

11 casualty actu ar 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 Act u a r i e s

12 that the actuarial assump t io n s  continue to be sound a n d  the level of

13 the reserves are adequate.

14 (c) A  joint ins u r a n c e  arrang e m e n t  shall use a m e t h o d  of account-

15 ing that conforms w i t h  ge n e r a l l y  accep t e d  gover nm e n t  a c c o u n t i n g  prin-

16 ciples.

17 Sec. 21.76.050. C O N T R A C T I N G  WI T H  PRIV A T E  ADMI N I ST R A T O R S .  A

18 cooperative a greement may auth o r i z e  the b o a rd  of d i rectors to enter

19 into contracts for services n e c es s a r y  to p e r f o r m  the functions of a

20 joint insurance arrangement. The pe r s o n  c o n t r a c t i n g  to p e r f o r m  the

21 functions must be a p pr o p r i a t e l y  licensed u n d e r  this title if this

22 title so requires.

23 Sec. 21.76.060. D E L E G A T I O N  OF POWER TO SETTLE CLAIMS. A  cooper-

24 ative agreement m a y  d e l e g a t e  to the b oard of directors, or a u thorize

25 d e l e g a t i o n  by the b o ar d  to a n o t h e r  per s o n  or group, the p o w e r  to

26 compromise, arbitrate, or oth e r w i s e  settle claims on b e h a l f  of the

27 arrangement.

28 Sec. 21.76.070. E X C E S S  INSURANCE. A  co o p e r a t i v e  agreement may

29 authorize the b o a r d  of d i r e c t o r s to p u r chase excess or c a ta s t r o p h i c
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1 insurance on be h a lf  of the joint insurance arrangement. The cost of

2 the insurance shall be a p p o r t i o n e d  in the m a n n e r  spe c i f ie d  in the

3 joint i n s urance agreement. The b o a r d  may p ur c h a s e  i n surance u n d e r

4 this sect i on  onl y  fro m  an i n s u r e r  au t h o r i z e !  to do b u s i n e s s  in the

5 state or from an u n a u t h o r i z e d  i n s u r e r  if the ins u r a n c e  is pla c e d

6 through a licensed surplus lines broker.

7 Sec. 21.76.080. J O I N T  I N S U R A N CE  FUND. (a) A  joint insurance

8 arrang e m e n t  shall e s t a b l i s h  a joint ins u r a n c e  fund. Th e  fund consists

9 of money

10 (1) contri b u t e d  by m e m b e r s  of the joint i nsurance arrange-

11 ment t h ro u g h  b u d ge t a r y  a p p r o pr i a t i o n s  or transfers from a self-

12 insurance reserve; and

13 (2) collected by the joint insurance arrang e m e n t  thro u g h

14 s u b r o g a t i o n  of a c laim pai d  from the fund to a m e m b e r  of the arrange-

15 ment.

16 (b) A n  e x p e n diture m a y  be made  from a joint i n surance fund only

17 to pay claims, losses, or benefits, in c l u di n g  interest on them, and

18 the ad m i n i st r a t i v e  and adjustment expenses in c urred in c o n n e c ti o n  w i t h

19 them, i n volving the types of p r o t e c t i o n  for w h i c h  the fund provides

20 coverage as s p ecified in the joint i n surance agreement.

21 (c) The a d m i n i s t r a t o r  shall keep the fund separ a te  f rom other

22 funds of a m e m b e r  of a joint insurance arrangement.

23 (d) Fo r eac h  type of p r o t e c t i o n  o f f er e d  by the joint insurance

24 arrangement, the m e th o d  of ac c o u n t i n g  must sho w  the order, source,

25 date, and amount of eac h  payment from the fund.

26 (e) W i t h i n  60 days of the end of the fiscal year, the adminis-

27 trator shall furn i s h  a d e t a i l e d report of the o p e r a t i o n  and c o n d i t i o n

28 of the fund to the b oard of di r ectors and the d i r e c t o r  of insurance.

29 The report furnished to the d i r e c t o r  of i n s urance shall be av ailable
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for p u b l i c  inspection.

(f) M o ne y  held by a fund as reserves an d  m o n e y  not n e e d e d  for 

d aily o perations ma y  be in v ested by the b o a r d  of directors.

(g) A  fund may not be termi n a t e d un l e s s  the a d m i n i s t r a t o r  c e r t i­

fies that a n  amount of money sufficient to p a y  a c cr u e d  and c ontingent 

e x p e n d i t u r e s  has b e e n  pl a ce 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.

Sec. 21.76.090. FILING OF AGREEMENT. The b o a r d of d i rectors 

shall file a copy of the cooperative a gr e e m e n t  w i t h  the d i r e c t o r  of 

i n s urance at least 60 days before the e f f e c t i v e  d ate of the agreement. 

The a greement shall be available for p u b l i c  inspection.

Sec. 21.76.100. REGULATIONS. A c o o p e r a t i v e  agreement ma y  a u­

thorize the b oard of directors to adopt re g u l at i o n s  not i n c o n sistent 

w i t h  law for the fair and equitable a d m i n i s t r a t i o n  of the joint i n s u r­

ance arrang e m e n t  and the joint ins u r a n c e  fund.

Sec. 21.76.110. SUBROGATION. A  joint i n s u r a n c e a r r a n g e m e n t  has 

a cause of ac t i o n  for reimbursement of m o n e y  paid  to a p a r t i c i p a t i n g  

m e m b e r  for a loss or injury if the p a r t i c i p a t i n g  m e m b e r  recovers m o n e y  

for the loss or injury from a third party. The joint insurance 

arrang em e n t  also has a direct cause of a c t i o n  for reimb u r s e me n t  

against a third party responsible for loss or injuries s u s t a i n ed  by a 

p a r t i c i p a t i n g  m e m b e r  if the joint a r r a n g e me n t  has p a i d  m oney to the

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

Sec. 21.76.900. DEFINITIONS. In this chap te r

(1) "adjustment expenses" m e a ns  e x p enses for investigative, 

processing, legal, actuarial, arbitration, and settl e m e nt  services 

i n c u rr e d  in the adjustment of losses, claims, or benefits;

(2) " a d m in i strator" means a p e r s o n  or group a p p o i n t e d  by 

the b o a r d  of d i rectors to a d m i n is t e r  a joint in surance a r r a n g e m e n t  or 

a joint in s u r a n c e  fund;
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(3) "board" or "board of d i re c t o r s "  means the b o a r d  of 

d i rectors p r o v i d e d  for in a cooperative agreement;

(4) "co o p e r a t i ve  a g reement" m e a n s  a w r i t t e n  agr e e m en t  

e n t e r e d  into by two or more entities d e s c ri b e d  in AS 21. 7 6 . 0 1 0  for the 

p u r p o s e  of establishing, operating, or p a r t i c i p a t i n g  in a j oint i n s u r­

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

(5) "fund" or "joint insurance fund" means a fund e s t a b­

lished u n d er  AS 21.76.080;

(6) "joint insurance arrangement" m e a n s  a j oint ins u r a n c e

arrangement a u th o r i z e d  u nd e r  AS 21.76.010.

* Sec. 2. AS 21.39.155(a) is amended to read;

(a) The d i r e c t o r  may require carriers, except a r e c ip r o c a l  

insu r e r  formed by and i n s uring only a g roup of m u n i c i p a l i t i e s  or 

n o nprofit pub l i c  util i t i e s  u n d e r  AS 21.75 or a joint ins u r an c e  a r­

rangement formed 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 

insurance d e a l i n g  w i t h  workers' compensation, to p a r t i c ip a t e  in an 

as s i g n e d  ris k  pool if the d i rector finds that m a n d a t o r y  c a r ri e r  p a r t­

ici pation  is in the pub l i c  interest.

* Sec. 3. AS 21.80.180(5) is amended to read:

(5) "insolvent insurer" means an insurer

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

except an a s s e s sa b l e  reciprocal insurer formed 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 profit pu b l ic  utilities, a joint i n s u r­

ance arrangement formed u nd 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  Care Providers Joint U n d e r­

wri t i n g  A s s o c i a t i o n  established u n d e r  AS 21.88, ei t h er  at the 

time the p ol i c y  was issued or when the insu r e d  event occurred, 

and

(B) d et e r m i n e d  to be insolvent by a court of
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1 competent jurisdiction;

2 * Sec. 4. A S  21.80.180(6) is a m e nd e d  to read:

3 (6) " m e m b e r  insurer" means a person, except a n  asse s s a b l e

4 r e ciprocal insu r e r  formed by and insur i n g only m u n i c i p a l i t i e s  or

5 n o n p r o f i t  pu b l i c  utilities, a joint insurance a rrangement formed u nd e r

6 AS 21.76, the M e d i c a l  I n demnity Co r p o r a t i o n  of Alaska, and the H e a l t h

7 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  es t a b l i s h e d  u n d e r

8 AS 21.88, wh o

9 (A) writes any k ind of insurance to w h i c h  this chap-

10 ter  applies u n d e r  AS 2 1 .80.020 i n cluding the e x c hange of recipro-

11 cal or in t e ri n s u r a n c e contracts, and

12 (B) is licensed to transact insurance in this state;

13 * Sec. 5. AS 2 1 . 36.190 is repealed.

14 * Sec. 6. This Act takes effect i mmediately i n  accord a n c e  w i t h  A S  01.-

15 10.070(c).
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Or i g i n a l  sponsor: J o s e p h s o n

BY T H E  L A B O R  A N D
1 IN THE SENATE C O MM E R C E  C O M M I T T E E

2 CS FO R  SEN A T E B I L L  NO. 404 (L&C)

3 IN T H E  L E G I S L A TU R E  OF THE STATE 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  - SECOND SESSION

5 A  BIL L

6 For an Act entitled: "An Act r e l a ti n g  to c a n ce l l a t i o n  and n o n r e n e w a l  of

7 insurance; a u t h o r i z i ng  joint insurance a r r a ngements;

8 and p r o v i d i n g  for an effective date."

9 BE IT ENAC T E D  BY T H E  L E G I S L A T U R E  OF THE STATE OF ALASKA:

10 * Sect i o n  1. AS 21.36.190(d) is a m e n d e d  to read:

11 (d) This section does not apply to workers' c o m p e n s a t i o n  insur-

12 ance wh e n  issued to an a s s o c i a t i o n  of employers formed for purposes

13 other t han the purchase of insurance and that

14 (1) has a c o n st i t u t i o n  and bylaws; the r e q u i r e m e n t  of this

15 p a r a g raph does not apply to m u n icipalities, school districts, and

16 r e g i o nal ed uc a t i o n a l  a t t e n d a n c e areas;

17 (2) incorporates a safety program;

18 (3) as a group has p r e f e r r e d  c h a racteristics o v e r  simi l a r

19 risks w r i t t e n  on an individual basis; and

20 (4) has filed and received approval from the d i r e c t o r  for

21 the rating p r o g r a m to be appl i e d  to the group.

22 * Sec. 2. AS 2 1 .36.190 is a m e nd e d  by adding a new s u b s e c t i o n  to read:

23 (e) The prov i s i o n s  of (a) and (b) of this sect i o n do not apply

24 to coverage p u r c h a s ed  t h ro u g h  a joint insurance a r r a n g em e n t  formed

25 u n d e r  AS 21.76.

26 * Sec. 3. A S  21.36.210(a) is amen de d  to read:

27 (a) A n  insurer may not e x e rcise its right to cancel a p o l i c y  of

28 p ersonal [AN] auto m o b il e  ins u ra n c e  [POLICY] except for the f o llowing

29 reasons:

O f f e r e d :  3 / 1 8 / 8 6
R e f e r r e d :  F i n a n c e
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1 (1) n onpayment of premium; or

2 (2) the d r iv e r ' s  license or m o t o r  v e h i cl e  r e g i s t r a t i o n  of

3 ei t h e r  the n a m e d  insured or of an o p e r a t o r  wh o  resides in the same

A h o u s e h o l d  as the n a m e d  insu r e d  or who c u st o m a r i l y  operates a m o t o r

5 v e h i c l e  insured u n d e r  the p o l i c y  has be e n  u n d e r  s u s pe n s i o n  or revoca-

6 tion du r i n g  the policy p e r i o d  or, if the p o l i c y  is a renewal, du r i n g

7 its po l ic y  p e r i o d  or the 180 days im m e d i a t e ly  p r e c e d i n g  its eff e c t i v e

8 date.

9 * Sec. 4. AS 21.36.210(d) is a m e n d e d  to read:

10 (d) This sect i o n  does not apply to

11 (1) the failure to r e n ew  a policy, except as to coverage in

12 force for less than 12 m o n t h s ^

13 (2) a po l i c y  that has b e e n  in effect less than 60 days at

14 ‘ the time notice of c a nc e l l a t i o n  is m a i l e d  or d e l i ve r e d  by the insurer.

15 unless it is a renewal policy;

16 (3) a policy issued u n d e r  an a utomobile assig n e d  ris k  pla n

17 or auto m o bi l e  insurance plan;

18 (4) a policy i n s u ri n g  m o r e  than four m o t o r  vehicles;

19 (5) a policy c o v e r i ng  the o p e r a t i o n  of a gaiage; autom ob i l e

20 sales agency, repair shop, or service station; or pu b l i c  p a r k in g

21 p l a c e ;

22 (6) a policy p r o v i d i n g  insurance only on an excess basis;

23 (7) any other contract p r o v i d i n g  insurance to the n amed

24 insured, even though the contract m a y  i n ci dentally provi d e  insurance

25 w i t h  respect to m o t o r  vehicles.

26 * Sec. 5. AS 21.36.210(f) is a m e n d ed  to read:

27 (f) A n  [NOTWITHSTANDING (e) OF THIS SECTION, AN] insurer m a y  not

28 e x e rcise its right to cancel a po li c y  of perso na l  insurance o t h e r  than

29 p e r s o na l  a u tomobile insurance, except for the following reasons [THE
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T Y P E  D E S C R I B E D  IN (e) OF THIS S E C T I O N  IF O N E  OF T H E  F O L L O W I N G  C O N D I­

TIONS O R  C I R C U MS T A N C E S  A R I S E S ] :

(1) n o n p a ym e n t  of premiums, i n c l u d i n g  n o n p a y m e n t  of addi- 

tional premiums, c a l c u l a t e d  in ac c o r d a n c e  w i t h  the current ra t i ng  

m a n u a l  of the insurer, j u s t i f i e d  by a p h y s i c a l  change in the insur e d  

p r o p e r t y  or a change in its oc c u p a n c y  or use;

(2) c o n v i c t i o n  of the insu r e d  of a crime h a v i n g  as one of 

its n e c e s sa r y  elements a n  act i n c r e a s i n g  a h a z a r d  i n s u r ed  against;

(3) di s c o v e r y  of f raud or m a t e r i a l  m i s r e p r e s e n t a t i o n  m a d e  

by the insu r e d  or a r e p r e s e n t a t i v e  of the i n s u r ed  in o b t a i n i n g  the 

i n s u r a n c e  or by the i n s u r e d in p u r s u i n g  a claim u n d e r  the policy;

(A) d i s c o v e r y  of a g r o s s l y  n e g l i g e n t  act or o m i s s i o n  by the 

i n s u r ed  that s u b s t a n t i a l l y  i n creases the haza r d s  i n s u r e d  against; or

(5) p h y s i ca l  changes in the i n s u r e d  p r o p e r t y  that result in 

the p r op e r t y  b e c o m i n g  u n i n s urable.

Sec. 6. AS 21. 3 6 . 2 2 0 is a m e n d e d  to read:

Sec. 21.36.220. N O T I C E  O F  CANCELLATION. A n  insu r e r  m a y  not 

e x e r c i s e  its right to cancel a p e r so n a l  i n s urance p o li c y  unless a 

w r i t t e n  notice of c a n c e l l a t i o n  is m a i l e d  or d e l i v e r e d  to the n a m ed  

insured, at the address s h o w n  in the policy, at least 20 days before

the e f fective date of cancellation^ However, if [, E X C E P T  T HAT WHEN]

c a n c el l a t i o n  is for n o n p a y m e n t  of p r e m i u m ^  the n o t i c e  shall be m a i l e d  

or d e l i v e r e d  to the n a m e d  i n s u r e d  at the address s h ow n  in the policy 

at least 10 days before the e f f e c t iv e  date of c a n c e l l a t i o n ^  and must 

[SHALL] include or be a c c o m p a n i e d  by a s t a tement of the r e a s o n  for the 

cancellation. [THIS S E C T I O N  D OES N O T  A P P L Y  TO TH E  F A I L U R E  TO R E N E W  A  

POLICY, EXCEPT AS TO C O V E R A G E  IN F ORCE FOR LESS T HA N  12 MONTHS.]

Sec. 7. AS 21. 36 . 2 2 0  is amen d e d  by ad di n g  a n e w  s u b s e c t i o n  to read:

(b) A n  insu r e r  ma y not e x er c i s e  its right to cancel a p o l i c y  of
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1 b u s iness or commercial ins' ::ance unless a w r i t t e n  noti c e  of cancella-

2 tion is m a i l e d  or deli v e r e d  to the n a m e d  insured, at the address s hown

3 in the policy, and to the agent or b r o k e r  of record, at least 60 days

4 be fo r e  the effective date of cancellation. However, if c a n ce l l a t i o n

5 is for nonpa ym e n t  of premium, the no t i c e shall be m a i l e d  or d e l i v e r e d

6 to the n a m e d  insured at the address s hown in the p o l i c y  and to the

7 agent or b r ok e r  of record at least 10 days bef o r e  the e f fective date

8 of cancellation, and must include or be a c c o m p a n i e d  by a statement of

9 the r e a s o n  for the cancellation.

10 * Sec. 8. AS 21.36 is amended by adding a n e w  sect i on  to read:

11 Sec. 21.36.235. RE T U R N OF P R E M I U M  U P O N  CANCELLATION. If an

12 i n s u r e r cancels a policy u n d e r  ;̂S 21.36.220(b), it shall re t u r n  any

13 u n e a r n e d  p r e m i u m  to the agent or b r o k e r  of r e c o r d  or d i r e c t l y  to the

14 insured or p r e m i u m  finance company, if applicable, by the effective

15 date of cancellation, except that if c a n c e l l a t i o n  is for n o n p a y m e nt  of

16 premium, any unear ne d  p r e m i u m  shall be r e t urned w i t h i n  30 days after

17 the notice of c a nc e llation is given. If the u n e a r n e d  p r e m i u m  is

18 r et urned by the insurer to a p e rs o n  other tha n  the insured, that

19 p e r s o n  shall p r o mptly r e t u r n  the u ne arned p r e m i u m  to the insured

20 unless o t herwise provided by agreement b e t w e e n  the p e r s o n  and the

21 insured.

22 * See. 9. AS 21.36.240 is amen d e d to read:

23 Sec. 21.36.240. F A I L UR E  TO RENEW. A n  i n s u r e r  may  not fail to

24 r e n e w  a personal insurance p o l i c y  in force for less than 12 months.

25 A n  insu r e r  may not fail to r enew a policy [IN F O R CE  F O R  12 M ON T H S  OR

26 MORE] unless a w r i t t en  notice of n o n r en e w a l  is m a i l e d  or d e l i v e r e d  to

27 the n a m e d  insured, at the address s hown in the policy, at least 20

28 days for a personal insurance policy, and at least 60 days for a

29 b u s iness or c o m m e rcial insurance policy, before the e x p i r a t i o n  date of
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the p o l i c y  [,] or of the a n n i v e r s a r y  dat e  of a po l i c y w r i t t e n  for a 

term longer than one y e a r  or w i t h  no f i x e d  e x p i r a t i o n  date. This 

s e c t i o n  does not apply

(1) if the insurer has in g o o d  faith m a n i f e s t e d  in any way 

its w i l l i n g n e s s  to renew;

(2) in case of n o np a y m e n t  of p r e m i u m  for the expiring

policy; or

(3) if the insured fails to pay the p r e m i u m  as r e qu i r e d  by 

the insurer for renewal.

Sec. 10. AS 21. 3 6 . 2 50  is amen d e d  to read:

Sec. 21.36.250. N O T I C E  OF ELIGIBILITY. W h e n  a policy of a u t o m o­

bile liability insurance is cancelled, o t h e r  than for nonp a y m e nt  of 

premium, or is not rene w e d  in a c c o r d a n c e  w i t h  [FOR FAILURE TO R E N E W  A 

PO L I C Y  OF A U T O M O B I L E  L I A B I L I T Y  I N S U R A N C E  TO WHICH] AS 2 1 . 36.240 [AP­

PLIES], the insu r er  shall notify the n a m e d  insured of p o s sible e l i g i­

bility for autom o b i l e  insurance t h r o u g h  the autom o b i l e  as s igned risk 

plan, or auto m o b i l e insurance plan. The n o t i f i c a t i o n  must [SHALL] 

accompany or be included in the not i ce  of c a n c e l l a t io n  or nonre n e wa l  

requi r e d  by AS 21 . 3 6 . 2 2 0 [AS 21.36.230] an d  21.36.240.

Sec. 11. AS 21 . 3 6 . 3 1 0 is amen d e d  to read:

Sec. 21.36.310. DEFINITIONS. In AS 2 1 . 3 6 . 2 1 0  - 2 1 .36.310

(].) "business or c o m m er c i a l  i n surance" means insurance 

other than perso n al  insurance, life insurance, d i s ab i l i t y  insurance, 

title insurance, or an annuity contract;

(2) " nonpayment of p r e mium" m e a n s  failure of the named 

insured to discharge w h e n  due any o b l i g a t i on s  of the n a m e d  insured in 

c o n n e c t i o n  w i t h  the payment of p r e m i u m  on a policy, or any installment 

of the premium, w h e t h e r  the p r e m i u m  is p a y a b l e  d ir ectly to the insurer 

or its agent or indir ec t l y  u n d e r  any p r e m i u m  finance p?.an or ex tension
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(3) " p ersonal automobile i n surance" m eans i nsurance not 

r e lated to business or commercial activities, cover i n g f(2) "POLICY" 

MEANS A N  I N S U R A N C E  POLICY C O V ERING THE R ISKS A N D  EXP O S U R E S L I S T E D  IN 

AS 21.36.210(e) OR  AN A U TO M O B I L E  PO L I C Y  T H A T  INCLUDES] a u tomobile 

liability [COVERAGE], uni n s u r e d or u n d e r i n s u r e d  m o t o r i s t s  [MOTORIST 

COVERAGE], a utomobile medi c a l p a y m e n t s  [COVERAGE], o r  a u tomobile 

ph y sical damage [COVERA.GE], that is d e l i v e r ed  or issued for delivery 

in this state, [INSURING AS THE N A M E D  INSURED, ONE I N DI V I D U A L  O R  H U S­

BAN D  AND W I F E  R E S I D E N T  OF THE SAME H O U S E H O L D ,] and u nd e r  w h i c h  the 

insured v e h icles are of the f o l lowing types only:

(A) a m o t or  v e h i cl e  of the p r i v at e  p a s s e n g e r  or s t a­

tion w a g o n  type that is not use d  as a pu bl i c  or livery c o n v e y­

ance, nor  rented to others, or

(B) any other four-wheel m ot o r  v e h i c l e  w i t h  a load 

capacity of 1,500 pounds or less that is not used  in the o c c u p a­

tion, pro f e s s i o n ^  or business of the insured, no r  used as a

public or livery convey a n c e ^  nor rented to others;

(4) "personal insu rance" does n o t i n clude an a n n u i t y  con- 

t r a c t or a policy of life insurance, d i s a b i l i t y  insurance, or title 

i n s u r a n c e ^  thje term means pe r sonal a u t om o b i l e  i n s u r ance, or in s u r a n ce 

c o v ering

(A )__ 1 o s s of or damage to r e a 1 p r o p e r t y  that is used

p r e d o m i n a n t l y for residential purposes and that does not consist 

o f more than four dw e lling units;

(B  ) loss of or d a m a ge to p e r s o n a l property, including

p e r s onal effects, ho u se h o l d  furniture, fixtures and equipment 

located in n o t more than four d we l l i n g  u n i t s; or

(C) legal liability of n a t u ra l  persons for loss of,

o f  c r e d i t ;
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damage to, or injury to, pers o n s  or p r o p e r t y  if the insurance 

does not cover liability arising from or in c o n n e c t i o n  with  

bu s iness or comm e r c i al  activities;

(5) [(3)] "renewal" or "renew" means

(A) the issuance and d e l i v e r y  by an insurer of a 

p o l i cy  r e p l a c i n g  at the end of the pol i c y  p e ri o d  a po l ic y  p r e v i­

ously issued and d el i v e r e d  by the same insurer,

(B) the issuance and d e l i v e r y  of a c er t i ficate or 

n o t i ce  e x t e n d i n g  the t erm of a policy b e y o n d  its p o l i c y  p e r i o d  or 

term, or

(C) the ext en s i o n  of the term of a po l i c y  b e y o n d  its 

po l i c y  p e r i o d  or term u nd e r  a p r o v i s i o n  for e x t e nd i n g  the policy 

by paym e n t of a c o n ti n u a t i o n  premium.

Sec. 12. AS 21 is amen de d  by adding a n e w  chap t e r  to read:

C H A P T E R  76. JO I N T  I N S URANCE ARRANGEMENTS.

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 UR A N C E  A R R A N G E­

MENTS. (a) Muni c i p a l it i e s ,  school districts, and regional e d u c a­

tional atten d a n ce  areas ma y  e nter into c o o p e rative a g reements with

e ach other for the purpose of establishing, operating, or p a r t i c i p a t­

ing in joint i ns urance a r r a n gements thro u g h  w h i c h  the p a rt i c i p a t i n g  

m e m b e r s  agree to pool contr i b u t i o ns  and

(1) assume risks from losses on a g ro u p  basis; or

(2) p u rchase coverage on a group basis.

(b) A joint i n surance arrang e m e n t u n d e r  (a)(1) of this section

m a y  be only for p ro p e r t y  insurance.

(c) A  joint insurance arrang e m e n t  u nd e r  (a)(2) of this section

ma y  be for any kind of insurance d e f i n e d  by this title except for

(1) life, annuity, disability, and title insurance; and

(2) surety.
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1 (d) A  j oint insurance arrang em e n t  shall be c o n s i d e r e d  an alter-

2 native or s u p p l e m en t  to any o ther po l i c y or c o ntract of insurance

3 a u t h o r iz e d  or r e q u i r e d  by law, i n cluding ins u ra n c e  u n d e r  A S  21,75.

4 Sec. 21.76.020. R E G U L A T I O N  B Y  D I V I S I O N  OF INSURANCE. A  joint

5 insurance a r r a n ge m e n t  ma y  not be c on s i d e r e d  ins u r an c e  for the purp o se

6 of any o ther law of the state and is not subject to regulations of the

7 director except as e x pressly p ro v i d e d  in this chapter.

8 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  AGREEMENTS. A

9 cooperative a greement 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 the

10 joint ins ur a n c e  arrangement, and include p r o vi s i o n s  for

11 (1) a d m i n i s t r a t i o n  of the arrang e m e n t  by a b o a r d  of direc-

12 tors, s p e c i f y i n g  the n u m b e r  of memb e r s  of the b o a r d  and o ther require-

13 ments n e c e s s a r y  for the p ro p e r  fu n c t i o n i ng  of the board;

14 (2) a ppointment of an a d m i n i s t r a t o r  an d  o t h er  pers o ns  as

15 nece s s a r y  for the p r o p e r  f u n c t i on i n g  of the arrangement;

16 (3) o r g a ni z a t i o n  of the arrangement, i n c l ud i n g  a roster of

17 p a r t i c i p a t i n g  members and the names of the m e m be r s  of the b o a r d  of

18 directors;

19 (4) proce d u re s  to e s t a b l i s h  and prom o te  an aggre s s i v e  ris k

20 m a n a g e m e nt  a n d  p r o g r a m  a mong the memb e r s of the arrangement, inc l u d i n g

21 p rocedures for ide n t i f y i n g and re d ucing the risks that can be reduced

22 thro ug h  i m p l e m e n t i n g  bet t e r  safety t e c h n ologies and i m p r o v e d w o r k

23 techniques a n d  procedures;

24 (5) e n f o r c in g  the c o l le c t i o n  of c o n t r i b ut i o n s  o r  payments

25 in default from m e m b e r s  of the arrangement;

26 (6) the a d d i t i o n of n ew  m e m b e r s  to the a r r a n g e m en t  or the

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

28 (7) the m e th 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

29 excess contributions;
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(8) tr a n s m i s s i o n  of financial state m e n t s  and audit reports 

of the arrang e m e nt  to p a r t i c i p a t i n g  members;

(9) termin a t i n g  the ar r a n g e m e nt  and d i s p o s i n g  of its as-

r
sets; and

(10) 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 oint ins u r a n c e  fund.

Sec. 21.76.040. F I N A N C I AL  P R O V I S I O N S  OF AGREEMENTS. (a) A  

c o o p erative agreement must include a p r o v i s i o n  r e q u i r i n g  an annual 

d e t e r m i n a t i o n  by a casualty actuary w h o  is a m e m b e r  of the A m e r i c a n  

Academy of A c t u a r ie s  that p r o ce d u r e s  for e s t a b l i s h i n g  reserves for 

losses of the joint insurance a rrangement are ac t u a r i a l l y  sound.

(b) A  joint insurance a rrangement shall be subject to an annual 

independent audit. The audit shall be c o n d u c t e d  in a c c o r d a n ce  w i t h  

g e nerally a c c e p t e d  auditing standards and must include a r ev i e w  of the 

actuarial assump t i on s  use d  for e s t a b l i s h i n g  the reserves u n d e r  (a) of 

this section. The audit report mus t  include c e r t i f i c a t i o n  from a 

casualty actu a r y who is a m e m b e r  of the A m e r i c a n  A c ad e m y  of Act u a r i es  

that the actuarial a ssumptions continue to be sound and the level of 

the reserves are adequate.

(c) A joint insurance a rrangement shall use a m e t h o d  of a c c o u n t­

ing that conforms wi t h  g e nerally a c ce p t e d  government a c c ou n t i n g  p r i n­

ciples .

Sec. 21.76.050. CONTRA C T IN G  W I T H  PRIVATE A D M I NI S TRATORS. A 

cooperative agreement may au thorize the b o ar d  of dir e c t o r s  to enter 

into contracts for services n e c e s s ar y  to p e r f o r m  the functions of a 

joint insurance arrangement. The p e r s o n  co n tr a c t i n g  to p e r f o r m  the 

functions must be appro pr i a t e l y  licensed u n d e r  this title if this 

title so requires.

Sec. 21.76.060. D E L E G A T I O N  OF POWEP. TO SETTLE CLAIMS. A  c o o p e r­

ative agreement may delegate to the b o a r d  of directors, or authorize
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1 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  or group, the p o w e r  to

2 compromise, arbitrate, or o t h e r w i se  settle claims on b e h a l f  of the

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

4 Sec. 21.76.070. EXCESS INSURANCE. A  c o o p e r a t i v e  a g r e e m en t  may

5 a u t horize the b o a rd  of dir 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

6 i n s urance on be h a l f  of the joint i n s u ra n c e  arrangement. T h e  cost of

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

8 joint insurance agreement. The b o a r d  m a y  purchas'-’ insuranc e  u n d e r

9 this s e c t io n  only from an insurer a u t h o r i z e d  to fjr b u s i n e s s  in the

10 state or from an u n a u t h o r i z e d  i n s u r e r  if the n s u r a n c e  is pl a c e d

11 throu g h  a licensed surplus lines broker.

12 Sec. 21.76.080. J OINT INS UR A N C E  FUND. (a) A  j oint i n surance

13 ar r a n g e m e nt  shall e s t a b l i s h a joint i n s urance fund. The f und consists

14 of m oney

15 (1) co n t ri b u t e d  by m e m b e r s  of the joint i n s ur a n c e  arrange-

16 ment thro ug h  bu d g e t a r y  a p p r o p r i a ti o n s  or transfers from a self-insur-

17 ance reserve; and

18 (2) col l e c t e d by the j oint in s u r a n ce  a r r a n g e me n t  t h ro u g h

19 s u b r o g a t i o n  of a claim paid from the fund to a m e m b e r  of the arrange-

2G m e n t .

21 (b) An e xpenditure ma y be mad e  from a j oint i n s urance fund only

22 to pay claims, losses, or benefits, i n c l u d i n g  interest o n  them, and

23 the a d m i n i s t r at i v e  and adjustment expenses i nc urred in c o n n e c t i o n  w i t h

24 them, i n volving the types of p r o t e c t i o n  for  w h i c h  the fund p r o vides

25 coverage as s p e cified in the joint in s ur a n c e  agreement.

26 (c) The ad m i n i s t r a t o r  shall ke e p  the fund se p a r a t e  f rom o th e r

27 funds of a m e m b e r  of a joint in s u r a n ce  arrangement.

28 (d) For e ach 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 surance

29 arrangement, the m e t h o d  of a c c o u n t i n g  m u s t  show  the order, source,

CSSB 4 0 4 (L&C) -10-



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

trator shall furn i s h  a d e t a i l e d  report of the o p e r a t i o n  and con d i t io n  

of the fund to the b oard of d i r e c to r s  an d  the d i r e c t o r  of insurance. 

The report fur n i s h ed  to the d i r e c t o r  of insurance shall be available 

for p u b l i c  inspection.

(f) M o n e y  h e l d  by a fund as r e s erves and m o n e y  not nee d e d  for

daily operations m a y  be i n v ested by the b o a rd  of directors.

(g) A  fund may 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  c e r t i­

fies that an amount of m o n ey  s u fficient to pay accrued and contingent 

exp en 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 te r a l i z e d  es c r o w account.

Sec. 21.76.090. FI L IN G  OF A G REEMENT. The b o a r d  of directors 

shall file a copy of the co o p e r a ti v e  agreement w i t h  the d i r e c t o r  of 

i n surance at least 60 days b e f o r e  the e f fective date of the agreement. 

The agreement shall be a v ailable for p u b l i c  inspection.

Sec. 21.76.100. REGULATIONS. A cooper a t i v e  ag reement may  a u­

thorize the b o a rd  of dir e c t o r s to adopt r egulations not inconsistent 

w i t h  law for the fair and equi t a b l e  a d m i n i s t r a t i o n  of the joint i n s u r­

ance arrang e m en t  and the joint insu r a n c e  fund.

Sec. 21.76.110. SUBROGATION. A  joint insurance a rrangement has 

a cause of action for r ei m b u r s e m en t  of m o ne y  p a i d  to a p a r t i c i p a t i ng  

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  recovers money 

for the loss or injury from a t hird party. The joint i n surance a r­

rangement also has a direct cause of ac t i o n for reimbu r s e m e n t  against 

a third p.: rty respon s i b l e  for loss or injuries su s t a i ne d  by a p a r t i c­

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

ipating m e m b e r  for the loss or injuries.

Sec. 21.76.900. DEFINITIONS. In this chapter

(1) "adjustment e x penses" m e a n s  expenses for investigative,

d a t e ,  a n d  a m o u n t  o f  e a c h  p a y m e n t  f r o m  t h e  f u n d .
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1 processing, legal, actuarial, arbitration, a n d  settlement services

2 i n c urred in the a d justment of losses, claims, or benefits;

3 (2) " a d mi n i s t r a t or "  means a p e r s o n  or group a p p o i n t ed  by

4 the b o a r d  of dir e c t o r s  to a d m i n i st e r  a j oint insurance ar r a n g e me n t  or

5 a joint insurance fund;

6 (3) "board" or "board of d i r ec t o r s "  means the b o a r d  of

7 dir e c t o r s p r ov i d e d  for in a co o p e rative agreement;

8 (4) " c o o p e r a t i v e  agree m e n t "  m eans a w r i t t e n  agreement

9 e n t e r e d  into by two or more entities d e s c r i b e d  in AS 2 1 .76.010 for the

10 p u r p o s e  of establishing, operating, or p a r t i c i p a t i n g  in a joint insur-

11 ance arrangement;

12 (5) "fund" cr "joint i n surance fund" means a fund estab-

13 lished u nder AS 21.76.080;

14 (6) "joint insurance arr a n ge m e n t "  means a joint insurance

15 a rrangement a ut h o r i z e d  u n d e r  AS 21.76.010.

16 * Sec. 13. AS 21.39.155(a) is amended to read:

17 (a) The d i r e c t o r  may require carriers, except a reciprocal

18 i n s u r e r  formed by and in s uring only a g rcup of m u n i c i p a l i t i e s  or

19 n o n p ro f i t  pu b l i c  uti li t i e s  u n d e r  AS 21.75 or a joint insurance ar-

20 rangement formed u n de r  AS 2 1 . 7 6 , as a co n d i t i on  of wr i t i n g  a line of

21 i n surance deal i n g  w i t h  workers' compensation, to partic i p a t e  in an

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

23 i c i p a t i o n  is in the public interest.

24 * Sec. 14. AS 2 1 . 8 0.180(5) is a m e n d ed  to read:

25 (5) "insolvent insurer" m eans an insurer

26 (A) a u t h o r i z e d  to transact insurance in this state,

27 except an a s s e s sa b l e  r e ciprocal insu r e r  formed by and insuring

28 only m u n i c i p a l i t i e s  or n o nprofit pu b li c  utilities, a joint insur-

29 ance a r r a ngement formed u n d e r  AS 21.76, the M e d i c a l  Indemnity
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Z 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 sh e d  u n d e r  A S  21.88, e i t h e r  at the

3 time the pol ic y  was issued or w h e n  the i n s u r e d  event occurred,

4 and

5 (B) d et e r m i n e d  to be insolvent by a court of compe-

6 tent jurisdiction;

7 * Sec. 15. AS 21.80.180(6) is a m e nd e d  to read:

8 (6) "mem b e r  insurer" m eans a person, except an assessable

9 recip r oc a l  insu r e r  formed by and i n s uring onl y  m u n i c i p a l i t i e s  or

10 nonp r o f i t  public utilities, a joint i n surance ar r a n g em e n t  formed u n d e r

11 A S  21.76, the M e d i ca l  I n demnity C o r p o r a t i o n  of Alaska, and the H e a l t h

12 Care P r oviders 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 nder

13 AS 21.88, who

14 (A) wr i t e s  any kin d  of i ns urance to w h i c h  this chap-

15 ter applies u n d e r  AS 21. 8 0. 0 2 0  i n cluding the e x c hange of recipro-

16 cal or in t e ri n s u r a n c e contracts, and

17 (B) is licensed to transact in s u r a n c e  in this state;

18 * Sec. 16. AS 21.36.210(e), 21.36.230, and 2 1 . 36 . 3 0 0  are repealed.

19 * Sec. 17. This Act takes effect i m m e d iately in a c c o r d a n c e  w i t h  AS 01.-

1 Corporation of Alaska, and the Health Care Providers Joint Under-

20 10.070(c).

-13- CS5B 404(L&C)




