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6130 Tuttle Place, Suite 2 « Anchorage, Alaska 99507-2041 < (907) 562-6449

Souther Region
ENVERGENCY
Medical Sernvices Council, Inc.

December 11, 1989

Jim Jordan, Acting D° ctor
Division of Insurance

3301 C Street, Suite 740
Anchorage, AK 99503-5990

Dear Mr. Jordan:

I would like to get the Division®s opinion whether or not ambulance service
membership programs are in compliance with the State"s insurance laws and
regulations. Specifically, | would like your opinion regarding the attached
contract to be used by the Ninilchik Community Ambulance Association.

An ambulance service membership program, also known as a subscription program,
has the following characteristics:

1. Member pays an annual fee, e.g. $50.00 per family.

2. Fee covers out-of-pocket expenses for medically necessary ambulance
service.

3. The ambulance service bills all third party payors who provide

coverage to member.
4. Contract clearly states that this is not an insurance contract.

These type programs are rapidly expanding throughout the lower 48. There is
increasing interest in then here in Alaska. Ambulance services have been
heavily subsidized by local and state government. With the decline in support
from those quarters they now see the need to begin charging their patients the
real cost of providing the service. They want to be able to offer an option
to the members in the community that mitigates the impact of increasing fees.

For your information I have enclosed a Medicare letter ruling on membership
programs and the section from the Medicare manual dealing with these programs.
I have also enclosed an article on the programs by Jack Stout, a leading
national consultant on implementing these programs.

Other states where these programs currently operate include Arizona, Oregon,
TXexas, Oklahoma, and Michigan.

The Ninilchik Community Ambulance Association intones to begin selling
memberships on January 1, 1990. The contract is modeled on the contract used
by Medstar in Fort Worth, TVjxas. They have agreed to refund all of the
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Mr. David M. Wecrfel

1320 Stony Brook Uotid

Suite 213

Stony Brook, New York 11790

Dear Mr. Wecrfel:

This is in reply to your recent letter asking whether an ambulance company
commits a criminal violation of the bribe, kickback and rebate provisions of section
1877(b) of the Social Security Act if it furnishes services under un annual
subscription agreement, accepts assignment for all Medicare covered services
furnished to agreement subscribers, and routine’ » does not bill the subscribers for
applicable deductible and coinsurance amounts.

Services furnished by an ambulance company under a subscription agreement
calling for payment of an annual membership fee may be covered under Medicare
only if the agreement explicitly or by clear implication authorizes the company to
charge, except for applicable deductible and coinsurance, to the extent of the
available Medicare or other coverage of the services. Under this type of
agreement, the subscription fees for subscribers who have Medicare or other
coverage become, in effect, premiums for coverage by the ambulance company of
deductible and coinsurance amounts. Thus, the actual churgc and custoinury
charge reductions imposed under Medicare Carriers Manual section 5220 for
routine waiver of deductible and coinsurance do not apply. There is no
requirement, moreover, that subscription fees be uniform for all subscribers nor is
there any requirement that fees be different for those subscribers who have
Medicare or other insurance than for those subscribers who hove no insurance.

In accepting Medicare assignments from subscribers and treating annual fees under
subscription agreements as premiu*  fcr deductible and coinsurance coverage,
ambulance companies function in a manner similar to group practice prepayment

plans.

We have discussed above the Medicare reimbursement implications of ambulance
company subscription agreements. These civil implications of the agreements
und r the Social Security Act arc in the jurisdiction of the Health Care Financing
Administration. The question of whether these agreements involve any criminal
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Why Subscription Programs?

Several week* ago | was discussing
with my philosophical arch-rival,
Dennis Murphy, author ofjems’
"Public Forum' column, the legal
subtleties of ambulance subscription
eprograms. At the end of our
discussion. Dennis suggested that,
because this issue is so deceptively
complex and poorly understood, t
should devote an "Interface" column
to subscription programs. Here it is.

What Are They? Ambulance
subscription programs fall into two
major categories: those which involve
the actual sale of ambulance services
on a prepaid basis (Le., for purposes
of this discussion. Type | programs];,
and those which' allow subscribers to <
fix-price and prepay the uninsured
portions of ambulance bills (Le., Type
Il programs]. Legally and financially,
these two types of programs are
profoundly different.

If the subscription agreement
(sometimes called a "membership
agreement") entitles the subscriber to
"free ambulance services” for a
defined period of time in exchange
for a subscription or membership fee,
then the program involves the actual
sale of ambulance sc.vices on a
prepaid basis and is, therefore, a
Type | program. But if the sr*.scrip-
tion agreement merely allows the
subscriber to prepay at a fixed price
set by the company the uninsured
portions of ambulance bills, then the

Jack Stout has been at the forefrontofinnova-
tion! in the design and implementation of EMS
lyttcmsfor theput dotenyear: Ifyouhavea
question, a problem, ora solution related to
the public/private mteifaee in prehospital tare,
address your letter to "Interfoet‘jems 1'O
Hot 1026. Solano Heath. CA 97075

contract is not for the sale of
ambulance services, but is instead an
agreement between the customer and
the provider to alter the method of
payment of uninsured portions of
ambulance bills—Le.. a Type Il
program.

The most important difference
between Type | and.Type Il subscrip-
tion program: is that, under = Type Il
program, the provider may (with
certain restrictions) collect and retain
third party reimbursements for
services rendered to subscribers.
Under a Type | program, monies
collected from third party payors
technically lelong to the subscriber,
and in some cases, it may be
unlawful for third party bills to
exceed the amount of annual sub-
scription fee.

-In practice, subscription agree-
ments and promotional materials are
often so poorly drafted that it is
impossible to determine what is
actually being sold—ambulance
services versus an altered method of
paying uninsured costs. That
uncertainty carries great financial
risk for the provider who bills third
party payors, especially Medicare, for
services received by subscribers.

Wriy Subscription Programs? For
most providers, public and private, a
subscription program is primarily a
politic?! safety value. If it didn't raise
a dollar, the program would still be
worth having for some providers.

Since about 1970 the ambulance
industry lias experienced tremendous
clinical and tedinologicjl progress. In
about half of bur communities, this
progress has been heavily financed
by local tax subsidies, with user fees
remaining at token levels a fraction
o( production costs. But in other

communities, progress has cither
been limited or financed through
substantial increases in user fees. In
addition, many local governments
which were able to afford large
ambulance subsidies in the easy-
money fiscal years of the 1970s must
now choose between higher user fees
versus allowing a deterioration in
qudity of ambulance services.

For reasons detailed in depth in
previous "Interface" articles, poor
EMS at any price is false economy,
and there are serious disadvantages
to local tax financing of health carc
services, including EMS. Thus,
assuming reasonable levels of
efficiency, it is good public policy to
finance quality ambulance services
by raising ambulance fees to cover
full production costs. It's good public
policy, but it can also sting.

When ambulance rates go up dra-
matically, either to finance better
service or to offset a subsidy
reduction, the wisdom of the action
may be less than widely recognized
by the public at large. Here’s why.

In some insurance policies, the
level of maximum reimbursement for
ambulance service was established
back when teenaged ambulance
jockeys roared through the streets in
barely modified Cadillac hearses
loosely called ambulances. Further-
more, Medicare's method of changing
its "allowable charges" for
ambulance services incorporates an
18-month delay from the time the
rates are raised. And if your
community is surrounded by heavily
subsidized providers, your neighbor’s
token rates will, because of
Medicare's method, forever depress
your own reimbursement levels.

The bottom line: When you raise

jems octooEHiauo ;t
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iubKiilxr because, undera Type |
subscription plan, lie li.iv already |nul
you for services in advance.

The solution to this problem is
simple: Il you intend to collect
money horn third paily (kiyois (or
services rendered to subscribers, just
tie sure your subscription contract
and promotional materials make it
very clear that yours is a Ty|>e Il
subscription program.

Deductibles and Coinsurance. F.ven
(or Type Il subscription programs,
there have remained questions
regarding whether the subscription
(ees can count toward the
subscriber's deductible, and whether
(he provider is at risk (or (ailing to
attempt to collect "coinsurance"
amounts as required by Medicare
law.

Attorney David Werlel, consultant
to the American Ambulance Associa-
tion, recently succeeded in obtaining
(rom the Health Care Financing
Administration (IICFA) clarification of
policy regarding these issues. Quoting
(rom HCFA'sJune 3, 1986 response to
Mr. Werfel's letter.

"Services furnished by an ambulance
company under a subscription agreement
calling (or payment of an annual member-
ship fee may be covered under Medicare
only if die agreement explicitly or by dear
implication authorises the company to
charge, except for applicable deductible
and coinsurance, to the extent o( the
available Medicare or other coverages of
the services. Under this type of
agreement, the subscription fees for
subscribers who have Medicare or other
coverage become, in effect, premiums for
coverage by the ambulance company of
deductible and coinsurance amounts.
Thus, the actual charge and customary
charge reductions imposed under
Medicare Carriers Manual section S220 for
routine waiver of deductible and
coinsurance do not apply. There is no
requirement, moreover, that subscription
fees be uniform for ail subscribers nor is
there any requirement that fees be
different for those subscribers who have
Medicare or other insurance than for
those subscribers who have no
insurance.”

That's about as clear-cut a
statement of policy as you'll ever get
out of IICFA. and what's more, it's a
policy our industry and our custom-
ers can live with. This happy out-
come is. | believe, partly the result of
Mr. Werfel's careful drafting of the
letter requesting the opinion. (How
you ask a question can greatly affect
the answer you get.) Mr. Wecrfcl is
clearly earning his fee.

The Plot Thickens. Mr. Werfel's
letter also asked for an opinion on
whether subscription programs might

«@ P, ., >

violate the anti-kickback provisions
of the Social Security Act—i.e .
Section 18771b). He didn't get it

ItCfAT response: "The question of
whether these (subscription) agree
merits involve any criminal conduct
under section 1877(b) of the Social
Security Act is in the jurisdiction of
tin Department's Office of Inspector
General (QIC).... We understand
that the OIG does not give advisory
opinions ori the effect of criminal
statutes ” Thus, we seem to I>e left,
for the moment, in a sort of awkward
situation.

I"licin/; Subscription Fees. Most
subscription programs employ a
uniform price per "household."
However, you may wish to consider
setting the subscription fee for
Medicare subscribers separately.
Here's why.

When you accept assignment, as
you will do for all Medicare-eligible
subscribers, you agree to accept
Medicare's reimbursement as
payment in full for the balance which
would otherwise be owed by the
customer. The subscription fee
already (said by the subscriber
satisfies the customer's obligation to
pay any deductible and coinsurance
which would otherwise be owed.
Okay so far.

But what if. at the end of a fiscal
year, it turns out that your revenues
from subscription fees paid by
Medicare-eligible subscribers, when
added to the Medicare payments
received for services rendered to
those same patients, exceeds the
combined "allowable charges" for all
of those services? You could be found
guilty of overcharging for services to
Medicare patients on whom you have
accepted assignment

Readers already familiar with how
Medicare works will immediately see
the problem. For the rest of you
(whose lives are obviously filled with
more interesting stuff to think about),
just understand that when you
"accept assignment” on a Medicare
patient, you are agreeing to charge
Medicare no more than 80% of its
"allowable charge" for that service
(wliich may be far less than your
standard rate), and you are agreeing
to collect from the patient the
remaining 20% and not one cent
more. That's the law.

Steve Williamson, Executive
Director of the Tulsa system, and
manager of an unusually successful
urban subscription program, has a
solution to (his problem that should
satisfy the law. Every year, before
setting the following year's
subscription fees, Steve compiles

LMW -N*IMITiiHiw uW

TWELVE
IMPECCABLE
EXCUSES
FORNOTGIVSNG
BLOOD.

U Il think I have
lumbago

2. I'mtypelL
negative.

3.I'm on the
grapefruit diet.

4.1 gave SIX
montlis ago.

5.) just got back
from Monaco.

6.Thc lines arc
thirteen blocks
long.

7 .My mother won't
let me.

8.1 didn't sign up.

9.1'm going out
of town.

10.Asthma runs in
my family.
11.1forgot to cat

this morning.

12.I'm allergic to
flowering (1]
magnolia. /S* 77

Each one’s adoozy,
but we’re hoping you
won'’t use any of them.
Give blood through the
American Red Cross.
Please, don't chicken out.

EXCUSES DON'T SAVE LIVES.
BLOOD DOES.

American
Red Cross

jems octo3zH 198G 73
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NINILCHIK COMMUNITY AMBULANCE ASSOCIATION (NCAA)
MEMBERSHIP APPLICATION AND CONTRACT

Description ol Membership and Fee: | understand tho annual loo for my Ninilchik Community Ambulance
Association, hereinafter known as NCAA, Membership limits my out-of pocket oxpenses for tho uninsured portion of
blll(s) for ambulance services provided by NCAA for medically necessary ambulance transportation originating and
terminating in NCAA's Primary Sorvico Area and to or from a medical facility. This year's fee is S50 for NCAA Primary
Service Area residents.

Who Is Eligible for NCAA Membership?: NCAA Membership is available to legal residents of NCAA's Primary
Service Area, which includes: Mile 121 to mile 145 ol the Sterling Highway and the roads which are connected to the
Sterling Highway between those mile markers. NCAA does not solicit memberships from Medicaid eligible recipients
and such membership constitutes a voluntary contribution only.

Who In My Home Is Covered by This Program?: The NCAA Membership covers a husband and wife, or single
parent, and their children 1B years and younger living at tho same address, or a single individual in a household.

Where am | Covered: Tfie NCAA Membership is good throughout NCAA's Primary Service Area The Membership
does not cover ambulance service outside the Primary Service Area, or services provided by companies other than
NCAA.

What la Medically Necessary?: | understand that NCAA Membership ambulance services are restricted to the
"medically necessary"”, defined as the specific need for ambulance service transportation to or from a health care
facility (hospital, nursing home, etc.) where use of alternative forms of transportation (private car, taxi, etc.) would be
medically inappropriate given the patients condition. NCAA reserves the right to require physician certification of
medical necessity in cases of suspected abuse. Ifabuse is found to exist, then | understand my membership can be
terminated. If my insurance company denies my NCAA claim on grounds that my transport by ambulance was not
medically necessary, Iwill be responsible to NCAA for the full amount of the hill.

If | Have Insurance*, Who Receives Claim Payments?: |understand that my NCAA Membership is not insurance
and that NCAA will receive payments from my insurer or third party agency (e.g. Medicare, Blue Cross, etc.). To help
process authorized claims, | authorize release of any medical information necessary to process a claim to both my
insurer and to NCAA, and | further authorize such payment to be made directly to NCAA | further agree to forward to
NCAA any payments made by my insurer to me for services provided by NCAA

‘Note: | understand that if it is the policy of my insurance company that my NCAA Membership voids its respon-
sibility for payment of claims, this contract may be cancelled and full amount of my membership fee refunded to me.

Effective Dates: | understand that my membership is effective upon receipt of full payment and signed membership
application and contract, through December 31,1990.

Signature D ate

Spouse’s Signature Date

Membership contract must be signed by the Insurance Policy Holder or Authorized Person if uninsured.
Membership is non-transferable and non-refundable except as described above.

If you have questions or have trouble understanding this contract, please call 567-3342.

When you have completed the Member Information and signed the Contract, please mail it to:

NCAA Membership Program
P.O. Box 39351
Ninilchik, AK 99639

Ifyou are paying by check or money order, please make it payable to:

Ninilchik Community Ambulance Association



steve cowpen,governor

7th FLOOR FRONTIER BLDG
3601C STREET, SUITE 740
ANCHORAGE, ALASKA 99503 5934
PHONE: (907) 562-3626

DIVISION OF INSURANCE

January 4, 1990

Southern Region Emergency
Medical Services Council
6130 Tuttle Place, Suite 2
Anchorage, Alaska 99507-2041

Dear Mr. Scott:

Acting Director Jordan has asked me to respond to your letter of December 11,
1989 in which wou requested this Division's opinion as to compliance with
Title 21 of Alaska Statutes dealing with insurance of your proposed ambulance
service membership program.

Based upon review of the information provided in your letter and follow up
package, it is the opinion of the Division that your organization's ambulance
service membership program would be required to comply with Chapter 87 of the
Alaskan insurance statutes. Specifically, AS 21.87.010 requires any
organization "...engaging... in the provision of all or a part of a health
care service as defined in AS 21.87.330, for its subscribers in exchange for
periodic prepayments in identifiable amount by or as to subscribers" to adhere
to AS 21.87.

Accordingly, your attention is directed to the enclosures and in particular AS
21.87.070 to .090 for the procedures you should follow in applying for a
certificate of authority. Our licensing officer, Jan Clemetson, who is

located in Juneau can be contacted for the necessary forms and further
information.

Very truly yours,

Insurance Financial Examiner
Enclosures

EF/sh
2661R



6130 Tuttle I’lacc, Suite 2 « Anchorage, Alaska 99507-2041 < (907) 562-6449

Southermn Region
ENVERGENCY
Vedical Services Courxl, Inc.

February 5, 1990

Honorable Pat Rodey
Alaska State Senate
P.0. Box V

Juneau, AK 99811

Dear Pat:

A problem has come up which we need the legislature®s help on. I would like
to get your advice about how best to solve the problem.

On January 1, 1990 Ninilchik Community Ambulance Association, the volunteer
ambulance service in Ninilchik, raised their rates from $50 per call to $200
per call. At the same time they offered the residents of this unincorporated
area the option of purchasing a membership for $50 per year. The membership
covers the uninsured portion of the ambulance bill for the member and his
family.

The Association started this membership program to help offset hard feelings
in the community about such a dramatic rate increase. At the same time the
rate increase is needed so that the association can continue to offer
ambulance service. The annual Memorial Day Pancake Feed and $50 for 40
ambulance calls per year does not cover the cost of training, equipnent,
insurance, heated storage, gasoline and maintenance.

I assisted Ninilchik with formulating their program so that it would meet the
insurance company requirements. | also asked the Division of Insurance to
review the contract to assure that it complied with Alaska law.

Unfortunately, the Division pointed out that the services provided by
Ninilchik fall within the definition of prepaid health care services and
therefore must comply with the requirements of AS 21.87.

In reading this statute it is clear that the intent of the Legislature was to
regulate prepaid health care that is comprehensive in nature, e.g. health
maintenance organizations and preferred provider organizations. The need to
offer protection to the consumer is that these services are both expensive to
the customer and represent a very large contingent liability for the provider.
1 think you will agree that these ambulance service membership programs bear
little resemblance to these types of plans iIn terms of cost, contingent
liability of the provider and even basic structure.

WORKISG TOGETHER TO SA I'E LIVES



The following language is intended to exempt municipal and non-profit
ambulance services which choose to provide any form of prepaid ambulance
service from regulation undor the state insurance statutes.

"Iho assumption is that only Section 21.87 applies. It has not been determined
if any other portion of the insurance statutes would apply to such schemes.

IT so, we would like to see language included tliat would exempt them from that
as well.

Section 21.87.010 (b) is amended by adding the following:

() municipalities, fire service areas, emergency medical service
areas and private non-profit corporations which provide emergency
medical services certified by the Department of Health and Social
Services under AS 27.08.080 that either individually or jointly
accept prepayment from persons within their service areas for

ambulance and emergency medical services, but not for other health
services.

This statute would also allow two or more providers to join together to
provide such services. This would be useful where adjacent service areas want
to conduct a joint marketing campaign, so that if their members are hurt in
the neighboring jurisdiction that they are covered.

This is modeled on the Oregon statute, which is attached.
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731.036

withstanding this subsection, an association of
employes described in this subsection may elect
to be subject to the Insurance Code by n majority
sole of its members residing in Oregon.

(2) A doctor contracting to furnish health
core services lo on association of employes
described in subsection (1) of this section.

(3) An association of grade schools, high
schools, colleges or universities that:

(a) Provides health care services lo students
of member institutions; and

(b) Does not compensate anyone for procur-
ing new members.

(4) A patrons of husbandry association, fra-
ternal ftre insurance association, fraternal life
insurance association, or religious organization
providing fire insurance for its members or
churches, that was continuously active in this
state for 15 years prior to January 1, 1957, and
was not required to have a certificate of authority
on that date.

(5) A fraternal benefit society that:

(a) Admits to membership- only persons
engaged in one or more crafts or hazardous
occupations, in the same or similar lines of busi-
ness; and

(b) Insures only its own members and their
families, and its ladies’ societies or ladies auxili-
aries.

(6) An air ambulance service which is oper-
ated by a nonprofit corporation, .fthe majority of
the group of persons vested with the management
of the affairs of the corporation are not employes
of the corporation.

(7) An association of the members of a work-
ers’ productive cooperative, which cooperative
has been organized under ORS chapter 62 and is
engaged primarily in reforestation, if the associa-
tion insures only the members of the cooperative
and their families for health insurance. ])967¢.TS9
E7; 1971 c.69 El: 1971 ¢.536 §1: 1979 cSiS Ell

731.036 Persons completely exempt
from application of Insurance Code. The
Insurance Code does not apply to any of the
following to the extent of the subject matter of
the exemption:

(1) A bail bondsman, other than a corporate
surety and its agents;

(2) ~ frai.-rnal benefit society that has main-
tained led*"j in this state and other stales for 50
years prior to January 1, 1961. and for which a
certificate of authority was not required on that
date;

INSURANCE

(3) A religion*organization providing insur-
ance benefits only to its employes, which organi-
zation is m existence and exempt from taxation
under section 501 (c) (3) of the federal Internal
Revenue Code on September 13, 1975;

(4) Public bodies, as defined in ORS 30.260,
that either individually or jointly establish a self-
insurance fund for tort liability in accordance
with ORS 30.282;

(5) Public bodies, as defined in ORS 30.260,
that either individually or jointly establish a self-
insurance fund for property damage;

(6) Cities and counties that either indi-
vidua y or jointly insure for health insurance
coverage, excluding disability insurance, their
employes or retired employes, or their depen-
dents, or combination of employes and depen-
dents, with or without employe contributions, if
all of the following conditions are met:

(@) The scope of the program meets the
following minimum requirement:

(A) In the case of an individual public body
program, the number of covered employes and
retired employes aggregates at least 1,000 indi-
viduals; and

(B) In the case of a joint program of two or
more public bodies, the number of covered
employes and retired employes aggregates at least
1,000 individuals, or the annual contributions to
the program aggregate at least $500,000;

(b) The health insurance includes all cover-
ages and benefits required of group health insur-
ance policies under ORS chapter 743;

(c) The public body, or the program admin-
istrator in the case ofajoint insurance program of
two or more public bodies, files with the Director
of the Department of Insurance and Finance
copies of all documents creating and governing
the program, all forms used to communicate the
coverage to beneficiaries, the schedule of pay-
ments established to support the program and.
annually, a financial report showing the total
incurred cost of the program for the preceding
year. A copy of the annual audit required by ORS
297.425 may be used to satisfy the financial
report filing requirement; and

(d) Each public body in a joint insurance
program is liable only to its own employes and no
others for benefits under the program in the
event, and to the extent, that no further funds,
including funds from insurance policies obtained
by the pool, are available in the joint insurance
pool; or

) Cities, rural fire protection districts and

rjral ambulance districts providing transport
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Chapter G8. Emergency Medical Services.

dim

Section . Section
10. Administration 70. Special committees
20. Advisory Council on Emergency Med-  80. IfcgulationB
ical Service* 82. Issuance of certificates
30. Composition 8-J. Certificate required
mQ Term of office 80. Immunity from liability
SO. Cornpensfitton and per diem 88. IVnulty
60. Meetings 90. Definitions
Collateral references. — 39 Am. Jur. 39A C.J.S., Health and Environment.
2d. Health. » 9-18. » 3-17.

Sec. 18.08.010. Administration. The department is responsible
for the development, implementation and maintenance of a statewide
comprehensive emergency medical services system ancl accordingly,
shall

(11 coordinate public and private agencies engaged in the planning
and delivery of emergency medical services to plan an emergency
medical services system;

(2) assist public and private agencies to deliver emergercy medical
services through the award of grants in aid. (§ 1 ch 100 SLA 1977)

Sec. 18.08.020. Advisory Council on Emergency Medical Ser*
vices. There is established in the department an Advisory Council on
Emergency Medical Services. The council shall

(1) advise the commissioner with regard to the planning and imple-
mentation of a statewide emergency medical services system;

(2) assist the Statewide Health Coordinating Council in performing
its duties under AS 18.07.011 relating to emergency medical services.
(8 1 eh 100 sLA 19771
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Sec. 18.U8.0U0. Composition. The council consists of 11 members
appointed by the governor. Four of the members must be consumers of
emergency medical services, and one from each judicial district in the
state. (§ 1 ch 100 SLA '977)

Sec. 18.08.040. Term of office, (a) Members of the council shall be
appointed for staggered terms of four years.

(b) Each year the governor shall appoint a consumer to one of the
staggered terms on the council that pxpire during that year.

(¢) A vacancy occurring in the membership of the council shall be
filled by appointment by the governor in the same manner as original
appointments, and when a seat is vacated before expiration of a term,
the vacancy shall be filled for the unexpired portion of the vacated
term. (8§ 1 ch 100 SLA 1977; am 38 25, 26 ch 37 SLA 1986)

Effect of umendmentti. — The 1986 “overlapping” in subsection (a) and
amendment substituted "stuggeied" for rewrote subsection Ib).

Sec. 18.08.050. Compensation and per diem. Members of the
council receive no salary, but are entitled to per diem, reimbursement
for travel, and other expenses authorized by law for boards and com-
missions. (8 1 ch 100 SLA 1977)

Cross references. — For provisions re-  penses for members of boards and commis-
lating to per diem, travel and other ex- sions, see AS 39.20.180.

Sec. 18.08.060. Meetings. The council shall meet at the call of the
chairman not less frequently than twice a year. A majority of mem-
bers constitutes a quorum. (§ 1 ch 100 SLA 1977)

Sec. 18.08.070. Special committees. The council may create spe-
cial committees or task forces outside its membership and may ap-
point persons who are not members of the council to serve as advisors
or consultants to any committee created to carry out the purposes of
th*e council. (8 1 ch 100 SLA 1977)

Sec. 18.08.080. Regulations. The department shall adopt, with
the concurrence of the Department of Public Safety, regulations estab-
lishing standards and procedures for the issuance, renewal, reissu-
ance. revocation, and suspension of certificates required under AS
18.08.084, us well as other regulations necessary to carry out the
purposes of this chapter. t§ 1 ch 100 SLA 1977: am $ 1 ch 78 SLA
1978)

17
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Sec. 18.08.082. Issuance of certificates, (ai The department shall
prescribe by regulation a course of training or other requirements
prerequisite to the issuance of certificates that provide for the follow-
ing:

<> certifies that a person meets the training and other require-
ments as an emergency medical technician;

i2) authorizes an emergency medical technician certified under this
chapter to provide under the written or oral direction of a physician
the advanced life support services enumerated on the certificate;

(8> certifies that a person, organization, or government agency that
provides an emergency medical service meets the minimum operating
standards prescribed by the department; and

(41 authorizes an emergency medical service certified under this
chapter to provide under the written or oral direction of a physician
the advanced life support services enumerated on the certificate.

(b) The department is the central certifying agency for personnel
certified under (a)(1) and i2) of this section and under regulations
adopted under AS 18.08.080. (§ 2 ch 78 SLA 1978)

Sec. 18.08.084. Certificate required, (a) One may not represent
oneself, nor may an agency or business represent an agent or em-
ployee of that agency or business, as an emergency medical technician
certified by the state unless the person represented is certified as an
emergency medical technician und'.r AS 18.08.082.

(bi A person, organization, or government agency may not repre-
sent itselfas an emergency medical service or ambulance service cer-
tified by the state unless the person, organization, or government
agency is certified as an emergencv medical service under AS
18.08.082. "

() A person may not provide, offer, or advertise to provide ad-
vanced life support services outside a hospital unless authorized by
law.

d) A person, organization, or government agency that provides,
offers, or advertises to provide an emergency medical service muy not
provide advanced life support services u. less authorized under AS
18.08.082. (S 2 ch 78 SLA 1978)

Sec. 18.08.086. Immunity from liability, (a) A person certified
under AS 18.08.082, or a person or public agency that employs, spon-
sors or controls the activities of persons certified under AS 18.08.082.
who a< linisters emergency medical services to an injured or sick
person is not liable for civil damages as a result ofan act or omission
in administering those services, if done in good faith and ifthe injured
or sick person is in immediate danger of serious harm or death. This

18
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subsection does not preclude liability lor civil damages thut are the
proximate result of gross negligence or intentional misconduct, nor
preclude imposition of liability on a person or public agency that em-
ploys, sponsors, or controls the activities of persons certified under AS
18.08.082 if the act or omission is a proximate result of a breach of
duty to act created under this chapter. For the purposes of this.. .sec-
tion, "gross negligence” means reckless, wilful, or wanton misconduct.

(b) A physician who in good faith arranges for, requests, recom-
mends. or initiates the transfer of a patient from a hospital to another
hospital is not liable for civil damages as a result of arranging, re-
questing, recommending, or initiating the transfer if

(1) in the exercise of that degree of knowledge or skill possessed, or
thut degree of care ordinarily exercised by physicians practicing the
same specialty in the same or similar communities to that in which
the physician is practicing, the physician determines that treatment
of the patient's medical condition is beyond the capability of the trans-
ferring hospital or the medical community in which the hospital is
located;

(2) the physician has confirmed that the receiving facility is more
capable of treating the patient; and

(3) the r ‘dun has secured a prior agreement from tho receiving
facility to accept and render the necessary treatment to the patient.

(c) A registered nurse or licensed practical nurse who escorts a pa-
tient in a means of conveyance not equipped as an ambulance is not
liable for civil damages as a result of un act or omission in administer-
ing patient care services, if done in good faith and if the life of the
injured or sick person is in danger. This subsection does not preclude
liability for civil damages that are the result of gross negligence or
intentional misconduct. t§ 2 ch 78 SLA 1978; am § 2 ch 122 SLA

1986)

Cross references. — For liability for subsection (a) and made minor grammats-
services rendered by a physician-trained cal changes.
mobile intensive care paramedic, see AS Collateral references. — Liabi.ay of
08X54.366. hospital operating ambulance for r .sonal

For civil liability for emergency aid. see injuries lo person being transported. 21
AS 09.65.090. ALR2d 915.

Effect of amendments. — The 1986 Hospital's liability as to diagnosis and
amendment substituted if done in good care p.{jonU brought to emergency
faith and if the injured or sick person is in  wnr] ALR2d 396
immediate danger of serious harm or Application of rule of strict liability ,n
death for ifdone in good faith and if the rendering medical
life ol the imured or sick person is in dan- r .
ger' at the end or the first senunce ,n “M ALIUI 1J05'

19
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Sec. 18,08.088. Penalty. A person wim violatea provision ol this
chuplcr is guilty til a misdemeanor and upon conviction i* punishable
lev a Itin* ol not more than $1,000. or hv imprisonment lor not more
than 00 days, or by both. Much violation is a separate ollense i$ 2 eh
7™ SLA 107M

Cross references.  tor Mlilemvn lor
iniM leiiieiiriiini. see AH |» P<®IMA.

See. 18.08.000. Definitions. In this chapter,

<l11"advanced lil'e support" means emergency care techniques pro-
vided under the written or oral orders of a physician that include, but
are not limited to, electric cardiac dcfihrillution. administration of
nntiurrhythinic amenta, intravenous therapy, intramuscular therapy,
or use of endotracheal intubation devices;

12) "ambulance" means any publicly or privately owned means of
conveyance intended to be used and maintained or operated for the
transportation of persons wl. ->rosick, injured, wounded, or otherwise
helpless;

(‘I "commissioner" means the commissioner of health and social
services;

(-D) "consumer of emergency medical services" means a person who
is not a provider of emergency medical services as defined in this
section;

(5) "department™ means the Department of Health and Social Ser-
vices;

(6) "emergency medical care" means the services utilized in re-
sponding to the perceived individual needs for immediate medical cure
in order to prevent loss of life or aggravation of physiological or psy-
chological illness or injury;

(7) "emergency medical service" means the provision of emergency
medical care and transportation of the sick and injured;

(8) "emergency medical services system"” means a system that pro-
vides for the arrangement of personnel, facilities and equipment for
the effective and coordinated delivery of health care services under
emergency conditions, occurring either as a result of the patient’s
condition or of natural disasters or similar situations, and that is
administered by a statewide network that has the authority and re-
sources to provide effective administration of the system;

(9) "emergency medical technician” means a person trained in
emegency medical carc and certified in accordance with the regula-
tions prescribed under AS 18.08,080;

(10) "provider of emergency medical services” means a person
whose occupation or profession is, or has been, the delivery or admin-
istration of emergency medical services; a person who has a fiduciary
position with, or has a fiduciary interest in. u health activity, facility

20
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4 IS,].0-0l(l Health and Safety
nr other health agency, or a legal or financial interest in the rendering
of any component of emergency medical services;

iHi "Statewide Health Coordinating Council” means the council
created under AS 18.07.011. (8 leh 100 SLA 1077; am ~ 1ch 78 SI.A

19781

Hevisor’n noti’H Itoorgm.izt'd in
I'imi io ullilmliotuii the defined terms

Chapter 10. Health Units and Districts.

Section Section
10 Local health unit and health hoard mo. Health districts
-0. Health unit in incorporated city 50. Commissioner of department to su-

DO. Health units in native village* and pervise local health hoards

communities

Collateral references. — 30 Am. Jur.
2d. Health. 85 4-7
39A C.J.S.. Health and Environment,

4S 7-15.

Delegation to hoard or officer of police
power to require vacation, destruction, or
repair of individual building deer .ed by
such officer or hoard unsafe or unsanitary,

2G0. Definitions

,'’xtension of police power of municipal
corporation bevond territorial limits. 14
ALR2d 103.

Validity 1lconstruction of statute re-
quiring esl .ish.rent of "need" as pre-
condition to operation of hospital or other
facilities for the care of ..cl. people, bl
ALR3d 278.

apart from noncompliance with specific
regulations. 11-1 ALIt 4-16.

Sec. 18.1G.010. Local health unit and health board. Each com-
munity or settlement outside an incorporated city is a health unit. In
each health unit there shall he a board of health composed of the
president of the school board and two citizens of the unit selected by
the school board. At least one of the members of the health board
must, where practicable, be a licensed physician. In a health unit
where there is no school board, the commissioner of the department
shall appoint three residents of the unit to the local board of health, at
least one member of which must, where practicable, be a licensed
physician. (8 1 ch 118 SLA 1949)

Cross references. — for transitional
measures as to local governments, see
Alaska Const., art. XV. $ 3.

Sec. 18.10.020. Health unit in incorporated city. AS 13.10.010
applies to an incorporated city unless the city otherwise provides for
the establishment and maintenance of a local board of health or a
health oHiccr. tS | ch 118 SLA 1949)

21
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former paragrrpha (7) and (81 into prrxcnt  (8) and (9), respectively, nnd made inter*
paragraph (7), added "and" at the end of nal reference changes in paragraphs (5)
paragraph (7), redesignated former para* nnd (5).

graphs (9) and (101 as present paragraph*

Chapter 87. Hospital and Medical Service

Corporations.
Section Section
10. Applicability 160. Hospital service agreements
?°. Purpose nnd Interpretation 1GO. Subscriber's contracts
.70. Provisions exclusive 170 Minimum service benefits
40. Incorporation nnd certlficotc of IbO. Filing nnd upprovnl of agreements
nulliority required nnd contracts
60, Incorporation, approval of articles 190. Charges and rates
and ninendments 200. Reserves
CO. Nnrno of corporation 210. Surplus fund
70. qualifications for certificate of 220. Investments
authority 230. Records and accounts
80. Application for certificate of author*  240. Annual statement
ity 250. Examination
00. Issuance or efusal of certificate of 260. Taxation
uuthority 270. Joint ope ntions
100. Continuance or expiration of certif- 280. Combined corporation
icate of authority 290. Contracts covering workers’ com*
110. Suspension or revocation of cert;'* pensotion risks
Icate of authority 300. Annual adjustment of service
120. Scrv ...s and benefits which may be payments
provided, medical service corpora- 310. Fidelity bond
tions 320. Fee and licenses

130. Services and benefits which may be  330. Definitions
provided, hospital service corpora- 340. Other provisions applicable
tions 350. Existing t tificatcs of authority
140. Medical service agreements

Collateral references. — 44 Am. Jur. 44 CJ.S., Insurance, $ 15.
2d, Insurance, { 1842 et seq.; 61 Am. Jur. Validity and nature of group medical
2d, Physicians, Surgeons, and Othe.' and hospital service plans, 167 ALR 322.
Healers, It 153, 156.

Sec. 21.87.010. Applicability, (a) This chapter applies to every
individual, person, firm, corporation, association, or organization of
any kind hereafter engaging or pu-porting to engage in the provision
of all or part ofa health care service as defined in AS 21.87.330 for its
subscribers in exchange for periodic prepayments in identifiable
amount by or as to the subscribers.

<b) This chapter does not apply to

(1) insurers or fraternal benefit, societies authorized to transact the
kind of insurance involved under other chapters of this title;

(2) fraternal and other organizations exempted from AS 21.24;

365
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(3} health care services provided hv an employer to employees and
their dependents, with or without contribution to the costs thereof by
the employees, through health care service facilities owned, employed,
or controlled by the employers;

(4) infrequent instances of prepayment by or for the patient direct to
the physician or hospital for specific services thereafter rendered to the
patient by the physician or hospital. (8 1ch 120 SLA 1966)

Sec. 21.87.020. Purpose and interpretation, (a) It is the purpose
of this chapter U regulate in the public interest the formation and
operation of prepaid health care service organizations, in order that the
services may be made available upon a basis of fair and equitable
contracts through state-licensed nonprofit organizations meeting rea-
sonable standards as to administration, reserves, and fina.icial
soundness.

(b) This chapter shall be liberally interpreted to effectuate the
purpose declared in (a) of this section. (8 1ch 120 SLA 1966)

Sec. 21.87.030. Provisions exclusive. A provision ofthis title does
not apply to a health care service corporation unless contained or
referred to in this chapter. (8 1 ch 120 SLA 1966)

Sec. 21.87.040. Incorporation and certificate of authority
required. A person otherwise subject to this chapter may not engage
or purport to engage in the provision ofany part or all ofa health care
service for its subscribers in exchange for periodic prepayments in
identifiable amount unless it is a service corporation incorporated
under the laws of Alaska, and currently authorized as such a service
corporation under a certificate ofauthority issued by the director under
this chapter. (8 1 ch 120 SLA 1966)

Sec. 21.87.050. Incorporation, approval ofarticles and amend-
ments. (a) A service corporation shall be formed as a nonprofit,
nonstock medical sendee corporation, or hospital service corporation,
or a combination medical and hospital service corporation, consistent
with the applicable requirements of this chapter under the statutes of
Alaska governing the formation of nonprofit, nonstock corporations in
general.

(b) Before the articles of incorporation of the proposed corporation
formed after July 1,1966, are filed with the commissioner ofcommerce
and economic development, they shall be submitted to the director, and
the commissioner may not file the articles unless the director's
approval is endorsed thereon. The director shall approve the articles
unless the director finds that they do not comply with law. If not
approved, the director shall return the proposed articles of
incorporation to the incorporators together with a written statement of
particulars of the reasons for nonapproval.
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HOSPITAL AND MKDICAL SHKVICH COUPS. § 21.87.0GU

amount unless it. is :isendee corporation incorporated under tin; lawn of
Alaska, and currently nuthoiizud as such a suivico corporalLion under a
certificate of authority issued by the director under this chapter.

History.-§ l.cli. 120, SI,A 1I0G,

§ 21.87.0511 Applicability of nonprofit corporation statutes; lilini;
and approval of articles of incorporation

(@) A service corporation shall be formed as a nonprofit, nonstock
medical service corporation, or hospital service corporation, or a combi-
nation medical and hospital service corporation, consistent with the
applicable requirements or Ibis chapter under the statutes of Alaska
governing the formation of nonprofit, nonstock corporations in general.

(b) before the ‘'os of incorporation of tile proposed corporation
formed after July 1, 13fi(i, are filed with the commissioner of commerce
and economic development, they shall be submitted to the director, and
the commissioner may not file the articles unless the director's approval
is endorsed thereon. The director shall .approve the articles unless the
director finds that they do not comply with law. If not approved, the
director shall return the proposed articles of incorporation to the incor-
porators together with a written statement of particulars of the reasons
for nonapproval.

(c) An amendment of the ai tides of incorporation of a service corpo-
ration may not be filed with the commissioner unless it is first submit-
ted Loand approved by the director, and bears the director's approval
endorsed on it. The director shall approve the amendment unless the
director finds that it was not lawfully adopted or that the articles of
incorporation as amended would be unlawful. If not approved, the
director shall return the proposed amendment to the corporation to-
gether with a written statement of the particulars of the reasons for

nonapproval. .

Hislory.-i§ 1, cli. 120, SLA 19GG. * |

§ 21.87.000 Corporate name {

A service corporation may not have or use a corporate or business
name which includes the words "insurance,” “casualty," "surety,"
"health and accident,” "mutual,” or ether terms descriptive of an in-
surer or insurance business. A service corporation may not have or use
a name so similar to that of another corporation transacting business in

517
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this stiile when the service* corporation was formed that it would lend
to confuse or mislead the public.

HUIut).-5 L it ItD, .SL,A Ii(j,

$ 21.87.d7d Qualifications for certificate of authority

The director may not issue or permit to exist a certificate of mthority
to he or act as a service corporation to a corporation which loes not

fulfill the following qualifications:

(1) it must be incorporated as provided in AS 21.87.050, as either a
medical service corporation, or as a hospital service corporation, or as a
combined medical and hospital service corporation;

(2) it must .nlcnd to and actually conduct its business in good faith as
a nonprofit corporation;

(1; if a hospital service corporation, it must have in force at all times
while so authorized, service agreements with participant hospitals lo-
cated in the areas of the subscribers’ residences, convenient as to
location and sufficient as to capacity and facilities reasonably to furnish
the hospital services provided or proposed to be provided by the corpo-
ration to its subscribers; m

(4) if a medical sendee corporation, it must have in force sen/ice
agreements with participant providers located in the areas of llie sub-
scribers’ residences convenient as to location and sufficient in numbers
and facilities reasonably to furnish the medical and surgical services
provid *d or proposed to be provided by the corporation to its subscrib-
ers;

(5) If a newly formed corporation, it must possess sufficient available
working funds to pay all reasonably anticipated cost of acquisition of
new business and operaling expenses, other than payment for hospital
or medical services, for a period of not less than the six months follow-
ing the date of issuance of the certificate of authority, if issued, or
$100,000, whichever amount is greater;

(@ it must fulfill all other applicable requirements of this chapter.

History. —5 > ch. 120, SLA 19C6; 53, ch. 40. SLA 1981.

i 21.87.080 Application for ccitificalc

" (a) Application for a certificate of authority to transact business as a

518
@0 1988, NILS Publishing Company
1LS8



hospital ani»medical sihvop:ii:coin's. 5 rl.H7.03(i

service corporation shall be made lu IIr* director, on forms uh prepared
anil furnished hy pim director and requiring tin* Information relative to
the applicant, its directors, oflU* rs, and affairs as the director may
reasonably consistent with this chapter.

th) Thu application shall la* accompanied hy the following documents
which are not already on file with the director:

(1) one copy of the applicant’s articles of incorporation and id' . 1
amendments, certified hy the cominioHioner;

(2) one copy of the applicant's bylaws, certified hy it« corporate
secretary;

() if a medical service corporation, a copy of each form of service
agreement entered into or proposed to he entered into with participant
providers, together with a list showing the name, residence and office
addresses, and dale of execution of the service agreement hy each

participant provider;

(4)  ifa hospital service corporation, a copy of each service agreement
entered into with participant hospitals certified hy the applicant's cor-
porate secretary;

(6) a copy of each form of subscribers' contract proposed » he
offered; 1

(0) a schedule of the rales proposed to he charged subscribers;

(7) a financial statement of the applicant as of a date not more than
flOdays before the filing of the application, showing among other things
the amount of working funds available to the applicant, the source of
the fun ., and accompanied by a copy of the agreement under which
the fun .3 were contributed to or provided for the applicant;

(8) a copy of any other relevant document reasonably requested by
the director.

(c) At the time of filing the application the applicant shall pay to the
director the application fee and the fee for issuance of the certificate of

authority set under AS 21.0G.250.

History,—8§ 1, cli. 120, SLA 10GG; § 4. ch. 40. SLA 1081; § 20, ch. 20. SLA 1085.

§ 21.87.090 |Issuance or refusal of certificate

(a) If, after the application for certificate of authority is completed,
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tin* 'li/esctor lintla that the applicant Ik fully (jiiali(U*<J for a certificate of
authority in accordance with this chapter, and that the service agree*
mcnla, subscribers contracts, schedule of rates are in compliance with
the applicable provisions of this chapter, the director ahall issue to the
applicant a certificate of authority as a medical service corporation or
as a hospital service corporation, or as a combined medical and hospital
service corporation, as the case may he.

(b) If the director does not so find, the director shall refuse to issue a
certificate of authority and shall give the applicant written notice sot-
ting out the particulars of the reasons for the refusal, accompanied by
return of the fee tendered for issuance of the certificate of authority.

(c) The director shall either issue or refuse to issue the certificate of
authority within a reasonable time after the filing and completion of
application. - i

History.-} t, ell. 120. SLA 1900. >

§ 21.87.100 Continuance or expiration of certificate

(@) A certificate of authority issued to a service corporation shall
continue in force as long as the corporation is entitled to it under this
chapter, and until suspended or revoked by the director or terminated
at the request of the corporation; subject, however, to continuance of

the certificate by the corporation each year by

(1) payment, before June 30, of the continuation fee set under AS
21.00.250;

(2) filing by the insurer of its annual statement for the preceding
calendar year as required under AS 21.87.2(10.

(b) If not continued by the service corporation, its certificate of
authority shall expire at midnight on the June 30 following the failure
of the insurer to continue it in force. The director shall promptly notify
the insurer of the occurrence of a failure resulting in impending expira-
tion of its certificate of authority. .. .

History.—$ I, ch. 120, SLA 19(50; §27. ch. 20, SLA 1980.

§ 21.87.110 Suspension or revocation of certificate

(a) The director shall suspend or revoke the certificate of authority of
a service corporation that the director finds, after a hearing, is no

longer qualified under this chapter.
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working capital to 1110 corporation, the payment to be prorated on a
uniform basis among ail the outstanding contributions; or

3) to reduce the rates thereafter to be charged subscribers, or to
expand the services or benefits thereafter to be provided under sub-
scription contracts. ] . . ;

History.-5 1, clt. 120. fiLA 19QJ & 18. 19, ch. 40, SI.A 1981 .1

| «
fi 21.87.310 Fidelity bonds

Bach service corporation shall procure and maintain in force a fidel-
ity liond or bonds, with authorized corporate surety, covering every
officer or employee entrusted with the handling of its funds, in an
amount, but not less than $5,000, which may be fixed by its board of

directors.

llislory.-51.cli. 120, SLA 10cG . u
§ 21.87.320 Repealed. §30, ch. 2G, SLA 1985

§ 21.87.330 Definitions

In this chapter

(1) "health care service"” means a service rendered to an individu d
for diagnosis, relief, or treatment of an injury, ailment or bodily condi-

tion;
(2) "hospital sendee corporation” means a service corporation that
principally provides hospital services; »

(3) "medical service corporation” means a service corporation that
principally provides medical or surgical services;

(4) “nurse midwife" means a registered professional nurse who is
certified as an advanced nurse practitioner under AS 08.G8.410(1) and
authorized to practice as a nurse midwife under regulations adopted it.

accordance with AS 08.GS;

(5) "participant hospital" is one which has entered into a service
agreement with a service corporation;

(G “participant provider" means a provider who has entered into a
service agreement with a service corporation;

(7) “physician” includes also "surgeon™;
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MEMORANDUM State of Alaska

Ta Parties Interested 1ln starting DATE: Updated

a new domestic insurer July 31, 1909
FILE NO;

TELEPHONE NO:

™oz JJET; P.elevant Laws

FFIOM® Eugene W. Furman CPA
Insurance Financial Examiner

From time to time the Department of Commerce and Economic Development,
Division of Insurance, is approached by parties interested in starting a new
domestic insurer. This memorandum 1is a non-exliaustlve outline of the more
important lavw/s dealing with the start up of a domestic insurer.

This memorandum is not intended to substitute for competent legal advice
or feasibility studies and economic research normal to the start up of any new
business endeavor. There are risk elements in any new business, many of which
are magnified for anew domestic insurer due to thesize of Alaska's
population, lack of a domestically available insurer management pool, lack of
a pool of trained insurer employees and many other factors. Perceived high
cost of current insurance, tightness 1in one or more lines of available
insurance coverage or enthusiasm by independent promoters and/or insurance
sales people should not be considered to represent an available economic

opportunity.

As a newly organized entity a new domestic insurer has no operating
history. It is likely that there will be no secondary market for its shares
or other securities. Accordingly, the securities of a newly formed domestic
insurer are likely tohe illiquid. Certain provisions ofAlaskan Jlaw will
operate to»>impair the newly formed domestic insurer"s ability to realize the
full value of its assets in the event of a voluntary or involuntary
liquidation of its assets. An investment in a newly formed domestic insurer
is not appropriate for all investors and no assurances can be given that the
objectives of the newly formed domestic insurer can he achieved.

This memorandum 1is intended for the personal use of the organizers of
domestic insurers for their informational purposes only. There are other
requirements of Alaskan law not contained in the statutes dealing with
insurance such as the anti-fraud and disclosure rules of the securities lav/s

which organizers need to consider.

THERE CAM fIE NR ASSURANCES AY THE STATE OF ALASKA, ITS EMPLOYEES OP ITS
AGENTS AS TO THE ACHIEVEMENT OF THE OBJECTIVES OF THE ORCANHERS OF A DOMESTIC
IAVIFfi. THERE IS Fin APPROVAL OR DISAPPROVAL OF AMY PROSPECTUS OR OFFERING
CIRCULAR PREPARED USING THIS MEMORANDUM AG A GUIDELINE. FURTHER, THERE IS MO
APPROYAI OR DISAPPROVAL OF AMY SECURITIES OFFERED THRU USE OF THIS MEMORANDUM
AS A GUIDELINE RY ORGANIZERS. AMY REPRESENTATION TO THE CONTRARY IS A
CRIMINAL OFFEHSC GOVERNED DY YARIOUS FEDERAL SECURITIES LAWS.

B BS)



Scope of
Insurance Lav/s

All persons transacting a business of Insurance In Alaska, or relative to
a subject resident, located or to boperformed InAlaska, shall comply with
the applicable provisions of Alaskan law, namely, Title 21 - Insurance. (AS
?1.03.010}The activity performed by a domestic Insurer Is considered the
transaction of the business of Insurance 1n Alaska. Accordingly, Title 21
applies as do many of the provisions of Title 10, Chapter 05 Alaska business

Corporation Act dated July 1, 1939.

Specifically with respect to TItl 21 a person may not act as an Insurer
and an insurer may not transact Insurance In Alaska except as authorized by a
valid certificate of authority Issued by the director of the Division of
Insurance. (AS 21 .0°1.010) Domesticinsurers may be [Incorporated stock
Insurers, incorporated mutual 1insurers or reciprocal Insurers. (AS 21.09.0-10)
Domestic stock Insurers should refer to AS 21.09, while domestic mutual
Insurers and domestic reciprocal insurers should refer respectively to AS
21.59 and AS 21.75 in addition to AS 21.09.

Application
Process

To apply for on original certificate of authority an Insurer shall file
with the director its application (accompanied by the applicable fees set
under AS 21.05.250) showing the information and including the documents called
for in AS 21.09.110. A Terms packet 1is available from the Division"s
Licensing Supervisor in -Juneau, (907)  455-2545. Additionally, It is the
policy of the division to require complete biographical histories and a
listing of business activities of organizers and proposed directors and
investigate same under AS 21.09.100 and other provisions of Alaskan Insurance

Lav/s.

before organizers may advertize, solicit funds, make agreements or
generally take* any action wflh respect to organizing a domestic insurer a
solicitation pemf"t must be applied for and received form the director. The
rules for this process are covered in AS 21.59.050 thru .250. There is a
surety bond or cash deposit requirement of the organizers contained in AS
21.50.140. During the organization process and afterwards the director must
be appointed as a domestic insurer"s attorney to receive service of legal
process issued against It in Alaska. (AS 21.09.100 and .190) It Is strongly
suggested that organizers be very familiar with AS 21.59 which covers
organization, corporate procedures and the |Important concept of bulk
reinsurance In sections .510 and .520. Further attention is directed to AS
21 .35.250 (c), fraudulent. Insurance acts associated with forming an insurer
and the requirement Tfor pre-approval of Insurance contract forms |In AS
21.42.120.

If thn director finir. that the applicant has met the requirements for and

Is entitled to a certificate of authority under Alaskan Insurance Law, the
director will issue a proper certificate specifying the kinds of insurance the



Insurer is authorized to transact. This cort!fical®" remains at all times the
property of the State. If the director does not Tfind that the requirements
have been net, the director will issue an order refusing the certificate, (AS

», .0S,120)

It would also he Important for the organizer to understand the concepts of
continuation, Amendment and termination of th® certificate of authority.
Those concepts are covered in AS 21.09.130 to .100.

Required
Capital

A domestic corporate insurer issuing capital slock applying for its
original certificate of authority 1is required to possess the basic mininun
paid-in-capital stock and additional funds in surplus as oi"tl.ned in AS
21.09.070. In addition to the rules In AS "1.09.070, the required initial
minimum surplus for a domestic mutual insurer 1is governed by AS 21.GO,
primarily section .220, while the required Initial minimum surplus for a
domestic reciprocal insurer is governed by AS 21.75, primarily AS 21.75.050
and .055. The amount of surplus is controlled by the types of Insurant0 to be
written. Generally, $1,000,000 of basic capital or surplus and additional
surplus for a total of $2,000,000 is required for a life and disability
insurer with $1,500,000 of basic capital or surplus and additional surplus for
a total of $3,000,000 being required for a property and casualty insurer.
Higher initial amounts oT additional surplus 1is a subject which organizers
should be prepared to discuss. Generally, organizers should concern
themselves with capital in addition to the minimum requirements whenever their
business plan filed with the application colls for the now domestic insurer to
accept the risk of loss on any single occurrence in excess of $50,000 to
$100,000.

Organizers should note that a business plan is an item of additional
information that the director requires under AS 21.00.110. Oomestic insurers
desiring to assume reinsurance liabilities should be thinking in terms of
$20,000,000 or greater total initial surplus. Finally, on the subject of
initial minimum surplus, there is an important prohibition in AS 21.12.110
requiring” any insurer to not retain a risk on any one subject of insurance in
an amount exceeding 10* of its surplus to policyholders.

Trust
Deposits

All insurers other than title insurers ore generally required to have a
trust deposit of at least $300,000 deposited with the director under AS

21.24.030.

Additional
Items

Th<? following additional iten’S are n partial list of the concepts with
which organizers should become familiar before co.mmfttfng to a decision
concerning organizing a dorlestic Insurer:



Additional
Itons (Cant.)

SUBJECT REFERENCE
Reports - Annual Statement AS Pi.09,200
- Premium rax Report AS 21.09.210
Records AS 21.09.390 and .400
Limit of Risk AS 21.12.010
Reinsurance AS 21.12.020
Definitions of Coverages AS 21.12.040 to .110
Assets and Llobll1lties AS 21.19, particularly
Sections .010 and .030
Investnents AS 21.20, particularly
Sections .020, .050, .200,
.300 and .321
Holding Conpanfos AS 21.22, particularly
Sections .010, .020 and
.0COo
Insider Trading AS 21.40
Dividends AS 21.22.100,

AS 21.09.000 (i)
AS 21.09.400 to .010 and
AS 21 .70.240 and.250
Trade Practices AS 21.30 Particularly
Sections .090, .100, .1&
.130, .190 and .300

Rates AS 21.39
Insurance Contracts AS 21.42 and

AS 21.09.110 (@
Unauthorized Business AS 21.09.250
Stock of Subsidiaries AS 21.21.100
Investnents Prohibitions AS 21.21.250 and .321

Addresses and
Phone numbers

Juneau - State of Alaska

Department of Commerce and (907) 405-2515
Economic Development (907) 405-3041 (fax)

Division of Insurance

P. 0. 3ox O

Juneau, Alaska 99011

Delivery address; 333 Willoughby Street
Juneau, Alaska 99001

Anchorage - State of Alaska
Department of Commerce and (907) 552-3020
Economic Development (907) 552-0040 (fox)

Division or Insurance
3001 C Street, P.oo:* 740

Anchorage, Alaska 99503
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FISCAL NOTE

REQUEST:
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emergency medical services provided by municipal 1lties
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RMuennf: Senate Judiciary Committee

EXPENDITURES/REVENUES: (Thousands of Pollan)
OPERATINO FY 91 FY 92 FY 93 FY 94

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES

EQUIPMENT

LAND A STRUCTURES
CaANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING 0

FY 95

CAPITAL 0 0 0 0

REVENUE 0 0

FUNDING: (Thousandsof Pollan)

GENERAL FUND

FEDERAL FUNDS

OTHER

TOTAL 0 LL. n n

POSITIONS:

FULL-TIME 0 0 0 0 Q
PART-TIME

TEMPORARY

ANALYSIS : (Aoach a separate page if necessary)

No impact in FY 90

Prepared by: Joan Brown. Administrative Officer Phone:

FY 96
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