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M E M O R A N D U M

To:

F r om: S e n a t o r  V i c F i s c h e r

S e n a t o r  Fred Zha r o f  
Labo r and Commerce

Re: Reques t f o r  h e a r i n g SB 444 , SB 445, and SCR 35 

March 10, 1986D t :

A t t a c h e d i s  a f i l e  o f  backg r ound i n f o r m a t i o n  on SB 444 , SB 
445 , and SCR 35 r e l a t i n g  t o i n s u r a n c e .  I ' d  a p p r e c i a t e  y o u r  
s c h e d u l i n g  a l l  t h r e e  b i l l s  f o r  a h e a r i n g  be f o r e  t he Labo r 
and Commerce Commi t t ee a t  y o u r  e a r l i e s t  c o n v en i e n c e .

SB 445 pr oposes changes i n r e q u i r eme n t s  o f  how t he i n s u r a n c e 
i n d u s t r y  o p e r a t e s  and p r o v i d e s  f o r  a m u l t i - s t a t e  r e i n s u r a n c e  
compac t w i t h  o t h e r  s t a t e s .

SB 444 p r oposes t h r e e  changes i n t o r t s ,  i n c l u d i n g  a cap on 
non - econom i c awa r d s ,  s l i d i n g  s c a l e  f o r  p l a i n t i f f ' s  a t t o r n e y  
f ee s and a p e r i o d i c  payment s c h e d u l e .

SCR 35 i s  d i r e c t e d  a t  t h e need f o r  f e d e r a l  o v e r s i g h t  o f  t he 
i n s u r a n c e  i n d u s t r y .  The r e s o l u t i o n  r e q u e s t s t he Gove r no r t o 
work w i t h  o t h e r  s t a t e s  t o ge t f e d e r a l  a c t i o n  and r e c o n s i d ­
e r a t i o n  o f  t h e c u r r e n t  exemp t i o n f r om f e d e r a l  a n t i t r u s t  
l aws .  The r e s o l u t i o n  a l s o  r e q u e s t s  t h a t  t he Gove r no r l o ok 
i n t o  e s t a b l i s h i n g  a s t a t e  o r m u l t i s t a t e  r e i n s u r a n c e  p o o l .

P l ease c o n t a c t  me o r my s t a f f  s hou l d you have any q u e s t i o n s  
o r need a d d i t i o n a l  i n f o r m a t i o n .
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S e n a t o r  V i c  F i s c h e r _________________

Alaska State Legislature
Pouch V • Juneau, Alaska 99811 ® (907) 465-4954

TO: I n t e r e s t e d  P a r t i e s

RE: Omnibus I n s u r a n c e Ref orm b i l l s ;  SR 444 , SR 445 , and
SCR 35.

DT: Feb r u a r y 18, 1986

Today I i n t r o d u c e d  two b i l l s  and a r e s o l u t i o n  d e s i g n e d t o 
p r o v i d e  A l a s k ans r e l i e f  f r om t he i n s u r a n c e c r i s i s .

Many A l a s k an s ar e f a c i n g  c r i s e s  i n c o s t  and a v a i l a b i l i t y  o f  
gene r a l  l i a b i l i t y  i n s u r a n c e .  M u n i c i p a l i t i e s ,  h e a l t h  ca r e 
p r o v i d e r s ,  a r c h i t e c t s ,  e n g i n e e r s , f i s h e r m e n , t r u c k e r s ,  and 
o t h e r s  f r om around t he s t a t e  a r e a p p e a l i n g  t o l e g i s l a t o r s  t o 
s o l v e t he p r ob l em.

The r e i s  no s i n g l e  o r s imp l e s o l u t i o n  t o t he i n s u r a n e e  
c r i s i s .  Tha t can o n l y  come abou t  t h r o u g h a c om b i n a t i o n  o f  
s t a t e  and f e d e r a l  a d m i n i s t r a t i v e  o v e r s i g h t  and r e g u l a t i o n s ,  
de ve l o pmen t  o f  a l t e r n a t i v e  i n s u r a n c e mechan i sms , and changes 
i n t he t o r t s .  (A t o r t  i s  a wrong a g a i n s t  a pe r son o r  t h i n g .  
I t  i s an i n j u r y  o r damage, f o r  wh i ch c i v i l  a c t i o n  can be 
b r o u g h t ) .  In a d d i t i o n ,  t he b a s i c  manner i n wh i c h t he 
i n s u r a n c e i n d u s t r y  manages i t s  r e s o u r c e s and i n v e s t m e n t s  
needs t o be imp r oved .

The l e g i s l a t i o n  t a ke s an omni bus app r o a c h :  The b i l l s  o f f e r
a c omb i n a t i o n o f  p r o p o s a l s  c o v e r i n g  t he r i g h t s  o f  t h e 
i n s u r e d ,  r o l e s  and d u t i e s  o f  A l a s k a ' s  D i v i s i o n  o f  I n s u r a n c e ,  
and o p e r a t i o n  o f  t he i n s u r a n c e  i n d u s t r y  i n t he s t a t e .  The 
r e s o l u t i o n  i s d i r e c t e d  a t  b r o a d e r  i s s u e s o f  n a t i o n a l  
c o n c e r n .

SB 445 p r oposes a number o f changes i n t he way A l a s k a 
r e g u l a t e s  t he i n s u r a n c e i n d u s t r y :

* The D i v i s i o n  o f  I n s u r a n c e i s t o h i r e  an
a c t u a r y .  An a c t u a r y  uses s t a t i s t i c s  t o c a l c u l a t e  
r i s k s  and prem ium s f o r  i n s u r a n c e .  An A l a s k a based 
a c t u a r y  wou l d p r o v i d e  l o c a l  d a t a on i n d u s t r y
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needs and fairness of insurance coverage

* A consumer a d v o c a t e s e c t i o n  i s e s t a b l i s h e d  i n t he 
D i v i s i o n  o f  I n s u r a n c e .  C u r r e n t l y ,  t h e D i v i s i o n  o f  
I n s u r a n c e p r o v i d e s  consumer a s s i s t a n c e  on a t ime 
a v a i l a b l e  b a s i s .  The a d v o c a t e ' s  r e s p o n s i b l i t y  wou l d 
be t o r e p r e s e n t  t h e r i g h t s  and i n t e r e s t s  o f  t he 
i n s u r e d  d u r i n g  pe r f o rma n c e o f  t he d i v i s i o n s  d u t i e s

The c o s t  o f  t h e ad v o c a t e s e c t i o n  wou l d be cove r ed by 
l i c e n s e s ,  f e e s ,  and t axes c o l l e c t e d  by t h e d i v i s i o n  
f r om i n s u r a n c e compan i es o p e r a t i n g  i n t he s t a t e

* An a rm s - l e n g t h  r e l a t i o n s h i p  i s r e q u i r e d  be tween t he 
D i v i s i o n  o f  I n s u r a n c e and t he I n s u r a n c e i n d u s t r y

* D i r e c t o r  o f  t he D i v i s i o n  o f  I n s u r a n c e i s  t o r e p o r t  
on t o r t  awa r d s ,  s t a t u s  o f  ma r k e t  a s s i s t a n c e  p l a n s ,  
and da t a f r om i n s u r e r s  on t h e i r  A l a s k a o p e r a t i o n s  
f o r  1975-1985

* The D i v i s i o n  o f  I n s u r a n c e i s t o p r o v i d e  a r e p o r t  by 
Janua r y 1987 , on t he s t a t u s  o f  A l a s k a ' s  
i n s u r a n c e p r o b l em and l i s t  o f  t he d i v i s i o n ' s  needs 
t o f u l f i l l  i t s  d u t i e s

* C a n c e l l a t i o n  o f  i n s u r a n c e i s p r o h i b i t e d  e x c e p t  f o r  
nonpayment o f  premi um

* 60 days p r e n o t i f i c a t i o n  i s  r e q u i r e d  i n case o f  
non r enewa l

* A h e a r i n g on r a t e  f i l i n g  i n c r e a s e s  o f  25% o r  more 
must be c ondu c t e d by t he D i v i s i o n  o f  I n s u r a n c e

SB 444 p r oposes t h r e e  changes i n t o r t s :

* A $500 , 000 cap i s p l a ced on non - e c onom i c awards f o r  
gene r a l  l i a b i l i t y  cases

* A s l i d i n g  s c a l e  i s  e s t a b l i s h e d  f o r  p l a i n t i f f ' s  
a t t o r n e y  f ees

* P e r i o d i c  paymen t s a r e t o be made t o c l a i m a n t s  o v e r  
10 y e a r s  and a bond i s r e q u i r e d  t o g u a r a n t e e t h a t  
i f  a company goes ou t  o f  b u s i n e s s an award w i l l  
s t i l l  be pa i d

* * *



SCR 35 r e q u e s t s  t h e Go v e r n o r  t o wor k w i t h  t he US Cong r e s s ,  
t he f e d e r a l  a d m i n i s t r a t i o n ,  and o t h e r  s t a t e s  t o :

* E l i m i n a t e  t h e c u r r e n t  i n s u r a n c e  i n d u s t r y  ex emp t i o n 
f r om a n t i - t r u s t  l aw s ,  and

* Look i n t o  n a t i o n a l  r e g u l a t i o n  o f  t he i n s u r a n c e 
i n d u s t r y

* E s t a b l i s h  n a t i o n a l  and m u l t i s t a t e  r e i n s u r a n c e  
a r r a n g emen t s

In 1945 t h e US Cong r e s s exempt ed i n s u r a n c e  compan i es f r om 
f e d e r a l  a n t i t r u s t  l a w s ,  t h e r e f o r e  r e g u l a t i o n  o f  t he 
i n s u r a n c e  i n d u s t r y  i s  l e f t  t o t he s t a t e s .  N a t i o n a l  and 
m u l t i n a t i o n a l  c o r p o r t i o n s  c o n s t i t u t e  t he i n s u r a n c e i n d u s t r y .  
These c o n g l om e r a t e s  o p e r a t e  i n a w o r l d  w i de a r e na .  The 
n a t i o n a l  and m u l t i n a t i o n a l  aspec t s o f  t he i n s u r a n c e c r i s i s  
need t o be ad d r e s s e d by Congress and t he f e d e r a l  
a d m i n i s t r a t i o n .

T h i s l e g i s l a t i o n  i s ,  o f  c o u r s e ,  o n l y  p a r t  o f  t he t o t a l  
e f f o r t  r e q u i r e d  t o r e s o l v e  t he i n s u r a n c e  c r i s i s .  B i l l s  
pe nd i n g i n t he L e g i s l a t u r e  wou l d e s t a b l i s h  i n s u r a n c e  poo l s 
f o r  h i g h r i s k  i n s u r a n c e  ma r k e t s .  Such poo l s need t o be 
s upp l emen t e d by j o i n t  e f f o r t s  w i t h  o t h e r  s t a t e s  f o r  
r e i n s u r a n c e .  Re i n s u r a n c e i s  used by a company t o c o v e r  
c a p i t a l  f o r  p o l i c i e s  w r i t t e n  beyond i t s  means. The 
r e i n s u r a n c e  compan i es a r e ba c k i n g away f r om t he ma r k e t  and 
l e a v i n g  n a t i o n a l  and l o c a l  compan i es w i t h o u t  t he c a p i t a l  
n e c e s s a r y  t o c o v e r  t h e i r  c o s t s .  M u l t i - s t a t e  o r  n a t i o n a l  
r e i n s u r a n c e  wou l d p r o v i d e  i n s u r a n c e compan i es w i t h  
p r o t e c t i o n  a g a i n s t  m a j o r  l o s s e s t h a t  c a n n o t  be cove r ed by 
t he compan i e s t h em s e l v e s .



Senator Vic Fischer
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TO

FR

RE

\ /i e s \  (A /I n t e r e s t e d  P a r t i e s '

S e n a t o r  V i c F i s c h e r r s n ’

Sponso r S u b s t i t u t e  t o SB 445; e s t a b l i s h i n g  a 
M u l t i - s t a t e  r e i n s u r a n c e  compac t .

DT: March 7, 1986

The s pon s o r  s u b s t i t u t e  f o r  SB 445 i n t r o d u c e d  t od a y adds 
p r o v i s i o n s  f o r  a m u l t i - s t a t e  r e i n s u r a n c e  compac t t o t he 
o r i g i n a l  b i l l  t h a t  dea l s w i t h  t he way A l a s k a r e g u l a t e s  t he 
i n s u r a n c e  i n d u s t r y .

The compac t wou l d :

* e s t a b l i s h  an I n t e r s t a t e  Re i n s u r a n c e Commi s s i on , 
c o n s i s t i n g  o f  t h r e e  r e s i d e n t  members f r om each compa c t i n g 
s t a t e ,  as an agency and c o r p o r a t e  body o f  each c ompac t i n g 
s t a t e

* e s t a b l i s h  a r e i n s u r a n c e  f und made up o f  money 
c o n t r i b u t e d  t o i t  by compac t i n g s t a t e s  and premiums pa i d f o r  
r e i n s u r a n c e  c o v e r age

* r e q u i r e  t h a t  a s t u d y be cond u c t e d on t he need f o r  
i n s u r a n c e  and r e i n s u r a n c e  i n t he p a r t i c i p a t i n g  s t a t e s ,  t h e 
r e s o u r c e s  f o r  mee t i n g t he needs , and t h e l o n g - r a n g e  e f f e c t s  
o f  t h e compac t on t he a v a i l a b i l i t y  o f  i n s u r a n c e  r a t e s  t h a t  
a r e n o t  e x c e s s i v e ;  s t u d y r e s u l t s  wou l d be used by t he 
Commi s i son i n d e t e r m i n i n g  who to p r o v i d e  r e i n s u r a n c e  t o .

* p r o v i d e  t he Commi ss i on w i t h  a u t h o r i t y  t o d r a f t  
u n i f o r m  l e g i s l a t i o n  d e a l i n g  w i t h  p r ob l ems o f  i n s u r a n c e  
a v a i l a b i l i t y  i n t he compac t i n g s t a t e s

Compact s be tween A l a s k a and o t h e r  s t a t e s  a r e f a i r l y  common. 
The s t a t e  i s a member o f i n t e r s t a t e  compac t s f o r  e d u c a t i o n ,  
c r i m e ,  p u b l i c  a d v o c a c y ,  r a d i o  a c t i v e  was t e management , 
p l a c emen t  o f  c h i l d r e n ,  and t a x c o l l e c t i o n

The r e i n s u r a n c e  compac t wou l d f i l l  a ma j o r  v o i d i n t he 
c u r r e n t  i n s u r a n c e s i t u a t i o n  and wou l d comp l emen t o t h e r  
measures be i ng c o n s i d e r e d  by t he l e g i s l a t u r e .  Many compan i es
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o p e r a t i n g  l o c a l l y  have d e c l i n e d  t o renew i n s u r a n c e  p o l i c i e s  
because t h e y are unab l e t o ge t r e i n s u r a n c e  - -  i n s u r a n c e 
bough t  t o c o v e r  i n s u r a n c e t r a n s a c t i o n s  o f  t he i n s u r a n c e 
c omp a n i e s .

In r e s ponse t o t he p r ob l em o f  o b t a i n i n g  r e i n s u r a n c e ,  a few 
b i l l s  have been i n t r o d u c e d  i n t he House t h a t  wou l d e s t a b l i s h  
a s t a t e  r e i n s u r a n c e  p o o l .  A p r ob l em w i t h  an i n d e p e n d e n t  
A l a s k a poo l i s  t h a t  t h e s t a t e  may no t  have s u f f i c i e n t  
p o p u l a t i o n  and f unds t o s u p p o r t  a r e i n s u r a n c e  p o o l .  However , 
i f  A l a s k a were t o comb i ne r e s o u r c e s w i t h  o t h e r  s t a t e s ,  a 
s t a t e  r e i n s u r a n c e  pr og r am m i gh t  be p o s s i b l e  - and one o f  t he 
ma j o r  p r ob l ems i n s u r e d s  are f a c i n g  m i g h t  be r e s o l v e d .

Wi t h t h i s  a d d i t i o n ,  SSSB 445 p r oposes t h a t :

* an a c t u a r y  be h i r e d  by t he D i v i s i o n  o f  I n s u r a n c e t o 
c a l c u l a t e  r i s k s  and premiums f o r  t h e A l a s k a i n s u r a n c e  ma r ke t

* a p u b l i c  ad v o c a t e s e c t i o n  be e s t a b l i s h e d  i n t he 
D i v i s i o n  o f  I n s u r a n c e t o r e p r e s e n t  t h e r i g h t s  and i n t e r e s t s  
o f  t h e i n s u r a e d d u r i n g  pe r f o rmance o f  t he d i v i s i o n s  d u t i e s

* t h e D i v i s i o n  o f  I n s u r a n c e m a i n t a i n  an arms l e n g t h  
r e l a t i o n s h i p  w i t h  t he I n d u s t r y

* t h e D i v i s i o n  o f  I n s u r a n c e r e p o r t  on t h e A l a s k a 
i n s u r a n c e  ma r k e t ,  t h e s t a t u s  o f  t he p r o b l em ,  and t he 
d i v i s i o n ' s  needs t o f u l f i l l  i t s  d u t i e s

* c a n c e l l a t i o n  o f  i n s u r a n c e premi ums be p r o h i b i t e d  
e x c e p t  f o r  nonpayment o f  premiums

* 60 days n o t i c e  be r e q u i r e d  b e f o r e a p o l i c y  i s den i ed

* t he D i v i s i o n  o f  I n s u r a n c e be r e q u i r e d  t o c o n d u c t  a 
h e a r i n g f o r  r a t e  f i l i n g  i n c r e a s e s o f  25% o r  more

In F e b r u a r y ,  I a l s o  i n t r o d u c e d  SB 444 t h a t  p r oposes t h r e e 
changes i n t he t o r t s ,  and SCR 35 t h a t  add r e s s e s n a t i o n a l  and 
i n t e r s t a t e  s o l u t i o n s .  When comb i ned , t h e s e b i l l s  p r o v i d e  a 
comp r ehens i v e package d i r e c t e d  a t  t h e ma j o r  componen t s o f  
t he i n s u r a n c e c r i s i s .




