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<8 Senate Bill No. 524

For an Act entitled: "An Act relating to ambulance and
emergency medical services provided by municipalities, 
nonprofit medical service corporations, or nonprofit
associations."

SB 524 would exempt municipal and nonprofit emergency medical 
services from the provision of AS 21.87, which requires that 
any organization which provides health care services on a 
prepaid basis must be incorporated as a nonprofit medical or 
hospital service corporation, and must apply annually for a 
certificate of authority and pay a fee of $1,000.

Background

The reason for the amendment under SB 524 is that at least two 
ambulance services in Alaska have established membership 
programs that, in exchange for a fixed annual fee, cover the 
uninsured portion of the ambulance bill. The Division of 
Insurance has ruled that these programs fall under the 
requ.rements of AS 21.87. This requirement places an undue 
hardship on volunteer ambulance s rvices in paperwork and 
financial outlay. For example, the Ninilchick Community 
Ambulance Association sold memberships to 90 households at 
$50.00 each for a total income of $4,500. The $1,000 fee alone 
would take 22% of the revenue from this program. The intent
of AS 21.87 is to provide consumer protection for the
subscribers of health maintenance organizations (HMO's) and 
preferred provider organizations. In those cases, the risk to 
the consumer can be considerable. However, with an ambulance 
service, the service is always provided whether or not the 
person can pay for it. The EMS Section in the Department of
Health and Social Services, through the regional EMS grantee
agencies, provides some financial support to small volunteer 
emK,:lance services, but most funding for these services comes 
form 'fees for service, and local subsidies or fund raising 
e f f o r t s .

The benefit of a membership program to ambulance services is 
to provide an injection of cash, provide some prior information 
on insurance coverage of members, and to provide the community 
with an opportunity to support the local ambulance service. 
Similar programs have worked successfully in other states.

P o s i t i o n  Paper
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Senate Bill No. 524

For an Act entitled: "An Act relating to ambulance and
emergency medical services provided by municipalities, 
nonprofit medical service corporations, or nonprofit
associ a t i o n s ."

SB 524 would exempt municipal and nonprofit emergency medical 
services from the provision of AS 21.87, which requires that 
any organization which provides health care services on a 
prepaid basis must be incorporated as a nonprofit medical or 
hospital service corporation, and must apply annually for a 
certificate of authority and pay a fee of $1,000.

Background

The reason for the amendment under SB 524 is that at least two 
ambulance services in Alaska hava established membership 
programs that, in exchange for a fixed annual fee, cover the 
uninsured portion of the ambulance bill. The Division of 
Insurance has ruled that these programs fall under the 
requirements of AS 21.87. This requirement places an undue 
hardship on volunteer ambulance services in paperwork and 
financial outlay. For example, the Ninilchick Community 
Ambulance Association sold memberships to 90 households at 
$50.00 each for a total income of $4,500. The $1,000 fee alone 
would take 22% of the revenue from this program. The intent 
of AS 21.87 is to provide consumer protection for the 
subscribers of health maintenance organizations (HMO's) and 
preferred provider organizations. In those cases, the risk to 
the consumer can be considerable. However, with an ambulance 
service, the service is always provided whether or not the 
person can pay for it. The EMS Section in the Department of 
Health and Social Services, through the regional EMS grantee 
agencies, provides some financial suppo- t to small volunteer 
ambulance services, but most funding for these services comes 
form ‘fees for service, and local subsidies or fund raising 
e f f o r t s .

The benefit of a membership program to ambulance services is 
to provide an injection of cash, provide tome prior information 
on insurance coverage of members, and to provide the community 
with an opportunity to support the local ambulance service. 
Similar programs have worked successfully in other states.

P o s i t i o n  Paper
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Senate Bill No. 524

For an Act entitled: "An Act relating to ambulance and
emergency medical services provided by municipalities, 
nonprofit medical service corporations, or nonprofit 
associations."

SB 524 would exempt municipal and nonprofit emergency medical 
services from the provision of AS 21.87, which requires that 
any organization which provides health care services on a
prepaid basis must be incorporated as a nonprofit medical or 
hospital service corporation, and must apply annually for a 
certificate of authority and pay a fee of $1,000.

Background

The reason for the amendment under SB 524 is that at least two 
ambulance services in Alaska have established membership 
programs that, in exchange for a fixed annual fee, cover the 
uninsured portion of the ambulance bill. The Division of 
Insurance has ruled that these programs fall under the 
requirements of AS 21.87. This requirement places an undue 
hardship on volunteer ambulance services in paperwork and
financial outlay. For example, the Ninilchick Community 
Ambulance Association sold memberships to 90 households at
$50.00 each for a total income of $4,500. The $1,000 fee alone 
would take 22% of the revenue from this program. The intent 
of AS 21.97 is to provide consumer protection for the 
subscribers of health maintenance organizations (HMO's) and 
preferred provider organizations. In those cases, the risk to 
the consumer can be considerable. However, with an ambulance 
service, the service is always provided whether or not the 
person can pay for it. The EMS Section in the Department of 
Health and Social Services, through the regional EMS grantee 
agencies, provides some financial support to small volunteer 
ambulance services, but most funding for these services comes 
form l e e s  for service, and local subsidies or fund raising 
e f f o r t s .

The benefit of a membership program to ambulance services is 
to provide an injection of cash, provide some prior information 
on insurance coverage of members, and to provide the community 
with an opportunity to support the local ambulance service. 
Similar programs have worked successfully in other states.

P o s i t i o n  Paper
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Position

The Department of Health and Social Services supports SE 524

Recommended by^

Katherine A. Kelley, Dr. P.H. 
Director
Division of Public Health

Approved

D a t e : /r/ /9?6>
/ is' ' Vi  -

d by:_____ } ' / ’ it '1\-

Myra M. Munson 
Commissioner
Department of Health and Social Services

Date:_ A p  A I m  m o
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Senate Bill No. 524

For an Act entitled: "An Act relating to ambulance and
emergency medical services provided by municipalities, 
nonprofit medical service corporations, or nonprofit 
associations."

SB 524 would exempt municipal and nonprofit emergency medical 
services from the provision of AS 21.87, which requires that 
any organization which provides health care services on a 
prepaid basis must be incorporated as a nonprofit medical or 
hospital service corporation, and must apply annually for a 
certificate of authority and pay a fee of $1,000.

Background

The reason for the amendment under SB 524 is that at Least two 
ambulance services in Alaska have established membership 
programs that, in exchange for a fixed annual fee, cover the 
uninsured portion of the ambulance bill. The Division of 
Insurance has ruled that these programs fall under the 
requirements of AS 21.87. This requirement places an undue 
hardship on volunteer ambi lance services in paperwork and
financial outlay. For example, the Ninilchick Community 
Ambulance Association sold memberships to 90 households at
$50.00 each for a total income of $4,500. The $1,000 fee alone 
would take 22% of the revenue from this program. The intent 
of AS 21.87 is to provide consumer protection for the 
subscribers of health maintenance organizations (HMO's) and 
preferred provider organizations. In those cases, the risk to 
the consumer can be considerable. However, with an ambulance 
service, the service is always provided whether or not the 
person can pay for it. The EMS Section in the Department of
Health and Social Services, through the regional EMS grantee
agencies, provides some financial support to small volunteer 
ambulance services, but most funding for these services comes 
form 'fees for service, and local subsidies or fund raising 
e f f o r t s .

The benefit of a membership program to ambulance services is 
to provide an injection of cash, provide some prior information 
on insurance coverage of members, and to provide the community 
with an opportunity to support the local ambulance service. 
Similar programs have worked successfully in other states.

P o s i t i o n  Paper
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P o s i t i o n
The Department of Health and Social Services supports SB 524.

Recommended by:

Katherine A. Kelley, Dr. P.H. 
Director
Division of Public Health

Date 

Approved by

Myra M. Munson 
Commissioner
Department of Health and Social Services

Date:_ Ag>rif w  m o

E.



HOUSE COMMITTEE REPORT
(5)
Date Referred: April 5, 1990.

Date of Committee Action: m m o

FURTHER REFERRALS:
HESS

The COMMUNITY & REGIONAL AFFAIRS Committee considered: CSSB 524 (JUD)

CS SB NO. 52.4 (Jud) EMERGENCY MEDICAL & AMBULANCE SERVICES

"An Act relating to ambulance and emergency medical services provided 
b y  municipalities, nonprofit medical service corporations, or nonprofit 
associations."

'RECOMMENDATIONS:
[ ] be replaced w i t h  _____

[ ] have attached amendment(s)

do pass 

., [ ] do not pass

• . [ ] no recommendation

" [ ] individual recommendations
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Committee
•v . y *

A D O P T S :

ATTACHES NEW FISCAL N O T E ( s ) :
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W- '. ■
[ ] fiscal impact __________  ( [ ] fiscal note(s) _____

zero fiscal n o t e ^ ^ ^ ^  * [ ] zero fiscal note(s)

(Date/Dept)

[ ] zero with analysis_

SIGNING DO PASS:

Dos.
  [ ] zero fn/analysis

'sty- /\

Chairman's Signature



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

Southern Region 
E M E R G E N C Y  

Medical Services Council, Inc.

December 11, 1989

Jim Jordan, Acting Director 
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, I would like 'our 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 them here in Alaska. Ambulance servijes 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, 
TVxas, Oklahoma, and Michigan.

The Ninilchik Community /\mbulance Association intends to begin selling 
memberships on January' 1, 1990. The contract is modeled on the contract us. 
by Med star in F< -t Worth, T\?x̂ s. They have agreed to refund all of the



D E P AR T ME N T  O f  HEALTH & H U M A N  SERVICES Health Cam Fhinnciny Administrai

t  0 3 2 5  Security Boulevard
Daltim orc . MO 2 I 2 0 7

Air. David M. Werfcl 
1320 Stony Brook Uoud 
S u ite  213 *
Stony Brook, New York 11790 

D ear Mr. IVcrfcl:

This is in rep ly  to your re c e n t l e t te r  asking w h e th e r  an  am b u lan ce  com pany 
com m its a  crim inal v io lation o f th e  b ribe , k ickback  and  r e b a te  provisions o f sec tio n  
1877(b) of th e  Social S ecu rity  A ct if i t  fu rn ishes s e rv ic e s  under on annual 
subscrip tion  ag reem en t, a c c e p ts  ass ignm en t for a ll M ed icare  co v ered  se rv ice s  
furnished to  ag reem en t sub sc rib ers , and  ro u tin e ly  d o cs  no t b ill th e  su b sc rib e rs  for 
applicable  deductib le  and co in su ran ce  am our.es.

Serv ices furnished by an am bulance com pany  un d er a  su b sc rip tio n  a g re e m e n t 
calling  for paym ent of on annual m em bersh ip  fe e  m ay  b e  co v ered  under M edicare 
only if the  ag reem en t ex p lic itly  or by c le a r  im p lic a tio n  a u th o riz e s  th e  com pany  to  
charge , ex cep t for app licab le  d e d u c tib le  and c o in su ra n c e , to  th e  e x te n t  o f  th e  
availab le  M edicare or o th e r  c o v e ra g e  o f th e  s e rv ic e s . U nder th is  type  o f 
ag ree m en t, th e  subscrip tion  fee s  fo r su b sc rib e rs  w ho h av e  M edicare  o r o th e r  
coverage  becom e, in e f fe c t ,  p rem ium s for c o v e ra g e  by th e  am b u lan ce  com pany  o f 
deductib le  and coinsurance am o u n ts . Thus, th e  a c tu a l  c h a rg e  and  cu sto in u ry  
charg e  reductions im posed under M ed icare  C a rr ie rs  M anual s e c tio n  5220 fo r 
rou tine  w aiver of deductib le  and co in su ran ce  do n o t ap p ly . T h e re  is no 
req u irem en t, m oreover, th a t su b sc rip tio n  fe e s  be u n ifo rm  for n il su b sc rib e rs  nor is 
th e re  any requ irem en t th a t fees  be d if fe re n t  for th o se  su b sc rib e rs  who have 
M edicare or o th e r  insurance than  fo r th o se  su b sc r ib e rs  who hove no in su ran ce .

In accep tin g  M edicare assignm ents  from  su b sc rib e rs  and  tre a t in g  annual fe e s  under 
subscrip tion  ag reem en ts  as p rem ium s fo r d e d u c tib le  and  c o in su ran c e  co v e ra g e , 
am bulance com panies function  in a  m anner s im ila r  to  g ro u p  p ra c t ic e  p rep ay m en t 
p lans.

We have discussed above the  M ed icare  re im b u rse m e n t im p lic a tio n s  o f am b u lance  
com pany subscrip tion  a g ree m en ts . T h ese  civ il im p lic a tio n s  o f th e  a g re e m e n ts  
under the Social Security  A ct a re  in th e  ju risd ic tio n  o f  th e  H ea lth  C a re  F inancing  
A d m in istra tion . The question o f w h e th e r  th e se  a g re e m e n ts  involve any crim in a l



Why Subscription Programs?

Severa l weeks ago I was discussing 
wilh my philosophical arch-rival, 
Dennis Murphy, author of jams' 
“ Public Forum" column, the legal 
subtleties o f ambulance subscription 
'programs. At the end o f our 
discussion. Dennis suggested that, 
because this issue is so deceptively 
complex and poorly understood, I 
should devote an “ Interface'' column 
to subscription programs. Here it is.

What Are They? Ambulance 
subscription programs Call into two 
major categories: those which involve 
the actual sale o f ambulance services 
on a prepaid basis (i.e., fo r purposes 
o f this discussion. Type I programs]; 
and those which allow subscribers to _ 
fix-price ».nd prepay the uninsured 
portions o f ambulance bills (Le., Type 
II programs). Legally and financially, 
these two types o f programs are 
profoundly different.

I f the subscription agreement 
(sometimes called a "membership 
agreement” ) entitles the subscriber to 
“ free ambulance services" for a 
defined period of lime in exchange 
fo r a subscription o r membership fee. 
then the program involves the actual 
sale o f ambulance services on a 
prepaid basis and is. therefore, a 
Type I program. But if the subscrip­
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 ban cl the forefront oftn.novo 
liam in the design and implementation of FMS 
systems far the pass doun yean If you hj w a 
question, a problem, or a solution related la 
the pubhefpnuate interface in prehospital care, 
address \our letter t s 'Interface'jtnn t'O 
Hot 1026, Solano Beach. CA 9207S

contract is nor fo r the sale o f 
ambulance services, but is instead an 
agreement between the customer and 
the provider to alter the method of 
payment o f uninsured portions o f 

• ambulance bills—Le., a Type II 
program.

The most important difference 
between Type I and .Type II subscrip­
tion programs is that, under a Type II 
program, the provider may {with 
certain restrictions) collect and retain 
third party reimbursements fo r 
services rendered to subscribers. 
Under a Type I program, monies 
collected from  third party payors 
technically belong to the subscriber, 
and in some cases, it may be 
unlaw ful fo r third party bills to 
exceed the amount o f 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 fo r the provider who bills third 
party payors, especially Medicare, fo r 
services received by subscribers.

Why Subscription Programs? For 
most providers, public and private, n 
subscription program is primarily a 
political safety value. If it didn't raise 
a dollar, the program would sliU be 
worth having fo r some providers.

Since about 1970 the ambulance 
industry Iv s  experienced tremendous 
clinical and technological progress. In 
about ha lf o f nur communities, this 
progtess has been heavily financed 
by local tax subsidies, with user fees 
remaining at token levels a fraction 
of production costs. But in other

communities, progress has either 
been limited o r financed through 
substantial increases in user fees. In 
addition, many local governments 
which were able to afford large 
ambulance subsidies in the easy- 
monev fiscal years o f the 1970s must 
now choose between higher user fees 
versus allowing a deterioration in 
quality o f 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 o f health care 
services, including EMS. Thus, 
assuming reasonable levels o f 
efficiency, it is good public policy to 
finance quality ambulance services 
by raising ambulance fees to cover 
fu ll 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 o f the action 
may be less than widely recognized 
by the public at large. Here's why.

In some insurance policies, the 
level o f maximum reimbursement for 
ambulan -  service was established 
back when tccnagcd 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 incoqxjratcs 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
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subscriber because, under a Type I 
subscription plan, he has already paid 
you fo r services in advance.

The solution to (his problem is 
simple; If you intend to collect 
money from third party payors for 
services rendered to subscribers, just 
be sure your subscription contract 
and promotional materials make it 
very clear (hat yours is a Type II 
subscription program.

Deductibles and Coinsurance. Even 
for Type II subscription programs, 
there have remained questions 
regarding whether 'he subscription 
fees can count tr ..d the 
subscriber's deductible, and whether 
the provider is at risk for failing to 
attempt to collect "coinsurance”  
amounts as required jy  Medicare 
law.

Attorney David Werfel, consultant 
to the American Ambulance Associa­
tion, recently succeeded in obtaining 
from  the Health Care Financing 
Administration (HCFA) clarification o f 
policy regarding these issues. Quoting 
from  HCFA's June 3, 1986 response to 
Mr. W erfel's letter:
"Service* furnished try an ambulance 
company under a *ub*criptioa agreement 
calling for payment of an annual member­
ship fee may be covered under Medicare 
only if the agreement explicitly or by dear 
implication authorizes the company (o 
charge, except tor 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 charge and customary 
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 have no 
insurance."

That’s about as clear-cut a 
statement o f policy as you'll ever get 
Out o f HCFA. and what's more, it's a 
policy ou r industry and our custom­
ers can live with. This happy out­
come is, I believe, partly the result of 
Mr. W crfel's careful drafting o f the 
letter requesting the opinion. (How 
you ask a question can greatly affect 
the answer you get.) Mr. Werfel is 
clear! • earning his fee.

The Plot Thichens. M r. Wcrfel's 
Ic'ter also asked for an opinion on 
whether subscription programs might

violate the anti-kickback provisions 
of the Social Security Act—i.e., 
Section 1877(b). He didn't get it.

HCFA's response: “ The q u e  on of 
whether these (subscription) agiee- 
ments involve any criminal conduct 
under section 1877(b) of the Social 
Security Act is in the jurisdiction o f 
the Department's Office of Inspector 
General |O IG |.. . .  We understand 
that the OIG does not give advisory 
opinions on the effect of criminal 
statutes." Thus, we seem to be left, 
for thr moment, in a sort o f awkward 
situation.

Pricing 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 fo r a ll Medicare-eligible 
subscribers, you agree to accept 
Medicare's reimbursement as 
payment in fu ll fo r the balance which 
would otherwise be owed by the 
customer. The subscription fee 
already paid 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 o f a fiscal 
year, it turns out that your revenues 
from subscription fees paid by 
Medicare-eligible subscribers, when 
added to the Medicare payments 
received fo r services rendered to 
those same patients, exceeds the 
combined "allowable charges" for a ll 
of those services? You could be found 
guilty o f overcharging for services to 
Medicare patients on whom you have 
accepted assignment.

Readers already familiar with how 
Medicare works w ill immediately see 
the problem. For the rest o f 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 
(which 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 W illiamson, Executive 
Director o f the Tulsa system, and 
manager of an unusually successful 
urban subscription program, has a 
solution to this problem that should 
satisfy the law . Every year, before 
setting the follow ing year's 
subscription fees, Steve compiles

TWELVE IMPECCABLE EXCUSES FOR NOT GIVING BLOOD.
I l l  . I diink I have 

lumbago.
2 . I’m type Z 

negative.
3 . I’m on the 

grapefruit diet.
4.1 gave six 

montlts ago.
5 . 1 just got \x k 

from Monaco.
6 ,T h e  lines are 

thirteen blocks 
long.

‘/.M y  m other won't 
let m e.

8.1 didn’t clgn up.
9 .fm  going out

of town.
1 0 .Asthma runs in 

my family.
1 l . I  forgot to eat 

this morning.
12 . I’m allergic to 

flowering ■ ■
magnolia, 9 1

Each one’s a doozy, 
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 UVES. 
BLOOD DOES.

Am erican Eg&l 
Rod Cross hi
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Device you can depend on ' 
whenever you suspect*. 
spinal Iqfory.Justlooklbr 
the one with the color- 
coded straps.TheyYe your 
guarantee of quality.
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•  f NINILCHIK COMMUNITY AMBULANCE ASSOCIATION (NCAA) 
MEMBERSHIP APPLICATION AMD CONTRACT

Description of Membership and Fee: I understand iho annual foo lor my Ninilchik Community Ambulance 
Association, hereinafter known as NCAA, Membership limits my out-of pocket expenses for the uninsured portion of 
bill(s) for ambulance sen/ices provided by NCAA for medically necessary ambulance transportation originating and 
terminating in NCAA's Primary Service Aroa and to or from a medical facility. This year's fee Is $50 for NCAA Primary 
Service Area residents.

Who Is Eligible for NCAA Membership?: NCAA Membership is available to legal residents ol NCAA’s Primary 
Service Area, which includes: Mile 12 H o mile 145 of 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 18 years and younger living at the same address, or a singlo individual in a household.

Where am I Covered: The 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?: I understand that NCAA Membership ambulanco 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 bo 
medically inappropriate given the patient's condition. NCAA reserves the right to require physician certification of 
medical necessity in cases of suspected abuse. If abuse is found to exist, then I 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, I will be responsiole to NCAA for the full amount of the bill.

If I Have Insurance*, Who Receives Claim Payments?: I 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, I authorize release of any medical information necessary to process a claim to both my 
insurer and to NCAA, and I further authorize such payment to be made directly to NCAA. I furthor agree to forward to 
NCAA any payments made by my insurer to me for services provided by NCAA.

•Note: I 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 feo refunded to me.

Effective Dates: I understand that my membership is effectivo upon receipt ol lull payment and signed membership 
application and contract, through December 31,1990.

Signature _______________________________________________  Date _________________
Spouse’s S ignature_____________________________________ Date ________________________
Membership contract must be signed by the Insurance Policy Holder or Authorized Person rt uninsured. 
Membership is non transferable and non relundable except as described above.

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

When you have completed the Member Info-nation and signed the Contrac*. please mail it to.
NCAA Membership Program 

P.O. Box 39351 
Ninilchik, AK 99639

If you are paying by check or money order, please make it payable to:
Ninilchik Community Ambulance Association



DEPARTMEX T OF COMMERCE & /
ECONOMIC DEVELOPM ENT

L t h ' j Li !i= J /m l̂ a ini vS) tfu/ru

DIVISION OF INSURANCE

STEVE COVIPER .  G O V E R N O R

/ in  FLOOR FRONTIER BLOG 
3601 C STREET. SUITE 740 
ANCHORAGE. ALASKA 99503 5934 
RHONE: (907) 562-3628

January 4 ,  1990

Southern Region Emergency 
Medical Se rv ices  Counci l 
6130 T u t t l e  P lace ,  Su i te  2 
Anchorage, Alaska 99507-2041
Dear Mr. S c o t t :
Acting D i r e c t o r  Jordan has asked me to re spo id  t o  you r  l e t t e r  o f  December 11, 
1989 in which you requested t h i s  D i v i s i o n ' s  op in ion  as to  compliance with 
T i t l e  21 o f  Alaska S ta tu te s  dea l ing  with insurance o f  you r  proposed ambulance 
s e rv ic e  membership program.
Based upon review o f  the in fo rma t ion  p rov ided in y ou r  l e t t e r  and f o l l ow  up 
package, i t  i s  the op in ion o f  the D iv i s i o n  th a t  y ou r  o r g a n i z a t i o n ' s  ambulance 
s e rv ic e  membership program would be requ i red  to  comply with Chapter 8 7 o f  the 
Alaskan insurance s t a t u t e s .  S p e c i f i c a l l y ,  AS 2 1 . 8 7 . 0 1 0  r equ i r e s  any 
o rg an i za t i on  " . . . e n g a g i n g . . .  in the p r o v i s i o n  o f  a l l  o r  a p a r t  o f  a hea l th  
care s e rv ic e  as defined in AS 2 1 . 8 7 . 3 3 0 ,  f o r  i t s  subsc r ibe rs  in exchange f o r  
p e r iod ic  prepayments in i d e n t i f i a b l e  amount by o r  as to subsc r ibe rs "  to  adhere 
to AS 21 .8 7 .
Acco rd ing ly ,  you r  a t t e n t i o n  i s  d i r e c ted  to the enc lo su re s  and in p a r t i c u l a r  AS 
2 1 . 8 7 . 0 70  to .090 f o r  the procedures you shou ld  f o l l ow  in app ly ing f o r  a 
c e r t i f i c a t e  o f  a u th o r i t y .  Our l i c e n s i n g  o f f i c e r ,  Jan Clemetson, "who i s  
l o ca ted  in Juneau can be contacted f o r  the necessary forms and f u r t h e r  
in fo rma t ion .

Very t r u l y  y ou r s ,

Eugene W. Furman, CPA 
Insurance F inanc ia l  Examiner

Enclosures
EF/sh
2661R



6130 Tunic Place. Suite 2 •'Anchorage, Alaska 99507 iU-,1 •  (9 0 7 ) 562-6-549

Southern Region 
E M E R G E N C Y  

Medical Services Council, Inc.

February 5, 1990

Honorable Pat Fodey 
Alaska State Senate 
P.O. 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 p^r 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 
amlxilance calls per year does not cover the cost of training, equipment, 
insurance, heated storage, gasoline and maintenance.

assistod Ninilchik with formulating their program so that it would meet the 
insurance company requirements. I 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. h< alth 
maintenance organizations and preferred provider organizations. The need to 
offer protection to the consume** is that these services are both expansive to 
the customer and represent a very large contingent liability for the provider. 
I think you will agree that thoie ambulance service membership programs boar 
little resemblance to theri typos of plans in terms of cost, contingent 
liability of the provider and even basic structure.

WORKING TOGETHER Tu Sa I E LUES



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 under the state insurance statutes.

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

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

(5) 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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withstanding this subsection, an association of 

employes described in this subsection m a y  elect 
to be subject to the Insurance Code by a majority 

vote of its members residing in Oregon.

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

(3) A n  association of grade schools, high 

schools, colleges or universities that:

(a) Provides health care services to students 

of m em b e r  institutions; and

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

(4) A  patrons of husbandry association, fra­
ternal fire insurance association, fraternal life 

insurance association, or religious organization 

providing f. a insurance for its memb er s 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 o w n  members and their 
families, and its ladies’ societies or ladies auxili­
aries.

(6) A n  air ambulance service which is oper­
ated by a nonprofit corporation, if the majority of 

the group of persons vested with the management 

of the affairs of the corporation are not employes 

of the corporation.

(7) A n  association of the members of a work­

ers' productive cooperative, which cooperative 

has been organized under O R S  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. |l9»i7c 359 
:7: 1971 c 69 f 1: 1971 c 536 ( I : 1979 c 5*5 HI

7 3 1 . 0 3 6  Persons completely e x e m p t  

from application of Insurance Code. The 

Insurance Code does not apply to anv of the 

following to the extent of the subject matter of 

the exemption:

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

<2) A  fraternal benefit society that has m a i n­

tained lodges in this state and other states for 5l)
>ears prior to January 1. 1961. and fur which .1 

certificate of authority was nr’ required on that 
date,

(3) A  religious organization providing insur­

ance benefits only to its employes, which organi­

zation is in 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 O R S  30.260. 

that either individually or jointly establish a self- 

insurance fund for tort liabilitv in accordance 

with O R S  30.2S2;

(5) Public bodies, as defined in O R S  30.260. 
that either individually or jointly establish a self- 

insurance fund for property damage;

»6) Cities and counties that either indi­

vidually 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:

(a) T h e  scope of the program meets the 
following m i n i m u m  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 01 

more public bodies, the numb er  of covered 

employes and retired employes aggregates at least 

1,000 individuals, or the annual contributions to 

the program aggregate at least S500.000;

(b) T h e  health insurance includes all cover­

ages and benefits required of group health insur­

ance policies under O R S  chapter 743;

(c) T h e  public body, or the program admin­

istrator in the case of a joint 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 O R S  

297.425 m a y  be used to satisfy the financial 
report tiling requirement; and

Id) Each public bodv in a joint insurance- 

program is liable only to us o w n  employes and no 
others ior benefits u n d e  the program m  the 

event, and to the extent, that no further furd<. 

including funds from insurance policies 1 M a m e d  

by the pool, are available in the joint insurance 
pool, nr

(71 Cities, rural fire protection districts and 

rural ambulance districts providing transport



>' 18.08.010 A la s k a S ta tu te s S 18.08.020
R tv is o r 's  notes. — Kt-organizcd in 

IPS6 to alphabetize the delined terms.
E ffect o f  am endm ents . — The 1982 

amendment added paragraph <2 >.

Ed ito r 's  notes. — "Health systems 
acencies," referred to in '101 of this sec­
tion. are further described in 42 U.S.C . 
300/-1.

N O TES  TO  D E C IS IO N S

H ea lth  c o re  facility . —  Federal law 
defines a skilled nursing facility in a man­
ner which includes such faci'-ties when 
they are contained in larger institutions 
such as pioneer homes i42 C 2 R .  
; 100 .102 ie ii4» tl979n . Alaska state law

was meant to be no less comprehensive. 
South Cent. Health Planning & Dev.. Inc. 
v. Commissioner o f Dep t of Admin., Sup. 
C l. Op. No. 2 3 5 9 1 File No. 5633*. 623 P.2d 
551 (19811.

C hapter 08. Emergency Medical Services.

Section
10. Administration
20. Advisory Council on Emergency Med­

ical Services 
30 Composition 
40. Term o f  office 
50. Compensation and per diem 
60. Meetings

Section
70. Special committees 
80. Regulations 
82. Issuance o f certificates 
84. Certificate required 
86. Immunity from liability 
88, Penalty 
90. Definitions

C o lla te ra l re fe ren ces. —  39 Am. Jur. 39A  C .J.S .. Health .rd  Environment, 
2d. Health . 5$ 9 -lS . $9 3-17.

Sec. 18.08.010. Administration. T h e  department is responsible 

for the development, implementation and maintenance of a statewide 

comprehensive emergency medical services system and, accordingly, 

shall

11) coordinate public and private agencies engaged in the planning 

and delivery of emergency medical services to plan an emergency 

medical services /stem;

(2) assist public and private agencies to deliver emergency medical 

services through the award of grants in aid. (§ 1 ch 100 S L A  1977)

Sec. 18.08.020. Advisory Council o n  E m e r g e n c y  Medical Se r­

vices. There is established in the department an Advisory Council on 

Emergency Medical Services. The council shall

ill 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 A S  18.07.011 relating to emergency medical services. 

<$ 1 ch 100 S L A  1977*

iG
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Sec. 18.08.030. Composition. Th e council consists of 11 m e m b e r s  

appointed by the governor. Four of the m e m b e r s  must be consumers of 

emergency medical services, and one from each judicial district in the 

state. <§ 1 ch 100 S L A  19771

Sec. 18.08.040. T e r m  of office, (a) M e m b e r s  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 expire during that year.

ic) A  vacancy occurring in the membership of the council : hall be 

filled by appointment by the governor in the s a m e  m a n n e r  as original 

appointments, and w h e n  a seat is vacated before expiration of a term, 

the vaca icy shall be filled for the unexpired portion of the vacated 

term. <§ 1 ch 103 S L A  1977; a m  §?i 25, 26 ch 37 S L A  1986)

E ffec t o f  am endm en ts . —  The 1986 "ove-lapping ’ in subsection (a) and
amendment substituted "staggered" for rewrote subsection ib).

Sec. 18.08.050. C o m p e n s a t i o n  a n d  per diem. M e m b e r s  of the 

council receive no salary, out are entitled to per diem, reimbursement 

for travel, and other expenses authorized by law for boards and c o m­

missions. l§ 1 ch 100 S L A  1977)

C ro ss re fe ren ces . —  For provisions re- penses for members of boards and commis-
lating to per diem, travel and i ther 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 m e m ­

bers constitutes a quorum. (§ 1 ch 100 S L A  1977)

Sec. 18.08.070. Special committees. T h e  council m a y  create spe­

cial committees or task forces outside its membership and m a y  ap­

point persons w h o  are not m e m b e r s  of the council to serve as advisors 

or consultants to any committee created to carry out the purposes of 

tlie council. iS 1 ch 100 S L A  1977)

Sec. 18.08.080. Regulations. T h e  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 A S  

18.08.084, as well as other regulations necessary to carry out the 

purposes of this chapter. 1$ 1 ch 100 S L A  1977: a m  3 1 ch 78 S L A  

1978)
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Sec. 18.08.0S2. Issuance of certificates. I at The department shall 
Di'escnbe bv reputation a course of training or other requirements 
prerequisite to the issuance of certificates that provide for the follow*
inp;

•I* certifies that a person meets the traininp and other require­
ments iis an emergency medical technician;

'2t 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:

i.3' certifies that a person, organization, or government agency that 
provides an emergency medical service meets the minimum operating 
standards prescribed by the department; and

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

'b> The department is the central certifying agency for personnel 
certified under (a)(1) and (2i of this section and under regulations 
adopted under AS 1S.08.0S0. (§ 2 ch 78 SLA 1978)

Sec. 18.08.084. Certificate required , (ai 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 *he person represented is certified as an 
emergency medical technician under AS 18.08.0S2.

(bi A person, organization, or government agency may not repre­
sent itself as an emergency medical service or ambulance service cer­
tified by the state unless the person, organization, or government 
agency is certified as an emergency medical service under AS
18.05.082.

tc) A person may not provide, offer, or advertise to provide ad­
vanced life supp< . t  services outside a hospital uniess authorized by 
law.

id) A person, organization, or government agency that provides, 
offers, or advertises to provide an emergency medical service may not 
provide advanced life support services unless authorized under AS
18.08.082. (ii 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 administers emergency medical services to an injured or sick 
person is not liable for civil damages as a result of an act or omission 
in administering those services, if done in good faith and if the injured 
or sick person is in immediate danger of serious harm or death. This
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subsection does not preciude liability for civil damages that 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 
18.08.0S2 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 subsec­
tion. "gross negligence" means reckless, wilful, or wanton misconduct.

ib) 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

11) in the exercise of that degree of knowledge or skill possessed, or 
that 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 physician has secured a prior agreement from the 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 an 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. ( 2  ch 7S SLA 1978; am  ̂ 2 ch 122 SLA 
1986)

C ro ss  re fe re n c e s . — For liability for 
services rendered by a physician-truined 
mobile in tcnsiv  care param edic, see AS 
OBS4.366.

For civil liability  for emergency aid, see 
AS 09.65.090.

E ffect o f a m en d m en ts . — The 19e6 
am endm ent substituted 'if  done in Rood 
toith  .ind if ihe injured or sick person is in 
im m ediate dancer of serious harm  or 
death '1 for ’if done in pood faith  and if the 
life of the iniured or sick person is in dan­
cer" a t the end ol the first -en ten te  in

subsection la i and made m inor gram m ati­
cal chances.

C o lla te ra l re fe re n c e s . — Liability of 
hospital operatine am bulance for personal 
injuries to person being transported. 31 
ALRJd 915.

Hospital's liability as to diagnosis and 
care of patien ts brought to emergency 
ward. 73 Al.K3d .196.

Application of rule of strict li.ibilitv tn 
tort to person or en tity  rendering m eim al 
-erviees. 160 ALIUd 1305.
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Sec. 18.08.088. Penalty. A person who violates a provision ol’ this 

chapter is euilty of a misdemeanor and upon conviction is punishable 
i»y a fine ol not more than 51.000. or bv imprisonment for not more 
than 90 days, or by both. Each violation is a separate offense. U 2 ch 
78 SLA 1978i

C ro ss re fe rences. — fo r  sentences lor 
misdemeanors, see AS 12.35.133.

Sec. 18.08.090. Definitions. In this chapter, 
i l '  "advanced life 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 defibrillation, administration of 
antiarrhythmic agents, intravenous therapy, intramuscular therapy, 
or use of endotracheal intubation devices;

(2) "ambulance" means any publicly or privately owned means of 
conveyance intended to be used and maintained or operated for the 
transportation of persons who are sick, injured, wounded, or otherwise 
helpless:

(3) "commissioner” means the commissioner of health and social 
services;

(4) "consumer of emergency medical services” means a person who 
is not a provider of emergency medical sendees 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 care 
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 patients 
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 
emegcnc.. medical care and certified in accordance with the regula­
tions prescribed under AS 13.08.080;

(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. a health activity, facility

20



§ 1 8 , 1 0 . 0 1 0 H e a l t h  a n d  S a f e t y i  1 8 , 1 0 . 0 2 0

or other health agency, or a iegal or financial interest in the rendering 
of any component of emergency medical services:

'11' "Statewide Health Coordinating Council-’ means the council 
created under A3 18.07.011.' ?! 1 ch 100 SLA 1977; am $ 3 ch 78 SLA 
19781

R ev iso r 's  no tes . — Reorganized in 
19itj to alphabetize the defined terms.

C hapter 10. Health Units and Districts.

S ection
10. Local health  un it and health  board 
20. H eaith u n it in incorporated city 
30. H ealth  units in native villages and 

comm unities

S ection
H ealth districts 

30. Commissioner of departm ent to su­
pervise local heaith  boarcs 

2G0. Definitions

C o lla te ra l re fe ren ces . — 39 Am. Ju r . 
2d. H ealth. ?§ 4-7.

39A C.J.S.. H ealth  and_Environm ent. 
$5 7-15.

Delegation to hoard or officer of police 
power to require vacation, destruction, or 
repair o f individual building deemed by 
such officer or board unsafe or unsanitary, 
apart from noncompliance w ith specific 
regulations. 114 ALR 446.

Extension of police power of municipal 
corporation beyond territo rial limits. 14 
ALR2d 103.

Validity and construction of sta tu te  re­
quiring establishm ent of "need'1 as pre­
condition to operation of hospital or o ther 
facilities for the c jre  of sick people. 61 
ALR3d 278.

Sec. 18.10.010. Local health unit and  health board . Each com­
munity or settlement outside an incorporated city is a heulth unit. In 
each health unit there shall be a board of health composed of :he 
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. (§ 1 ch 118 SLz\ 1919)

C ro ss  re fe re n c e s . — For iransiliim .il 
m easures .is to local governm ents. >ee 
Alaska Const., a rt XV, i 3

Sec. I8.1U.U20. Health unit in incorpora ted  n tv .  AS lfj.lOiMO 
applies to an incorporated city unless the citv otherwise provides lor 
the establishment and maintenance of a local board of health >u i 
health ollicer. »? 1 ch I IS SLA 1919'

21
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former p»r*grjphs (7) and (8) < Ui preaenl (8) and (9), respectively, and made inter- 
parxgraph 17). added "and" a t the end of nal reference changes in paragraph* (5) 
paragraph (?l. redesignated former para- and (6). 
graphs (9) an . (lOi as present paragraphs

C h a p te r  S7. Hospita l  a n d  Medical  Serv ice  
Corpora t ions .

Section  
10. Applicability 
20. Purpose and in terpretation  
30. Provisions exclusive 
40. Incorporation ond certificate of 

authority  required 
50. Incorporation, approval of articles 

and amendm ents 
60. Name of corporation 
70. Q ualifications for certificate of 

authority
80. Application for certificate of author- 

sly
90. Issuance or refusal o f certificate of 

authority
100. Continuance or expiration of certif­

icate of authority
110. Suspension or revocation of certif­

icate of authority
120. Services and benefits which may be 

provided, medical service corpora­
tions

130. Services and benefits which may be 
provided, hospital service corpora­
tions

140. Medical service agreem ents

S ection
150. Hospital service agreem ents 
160. Subscriber’s contracts 
170. M inimum service benefits 
180. Piling and approval of agreem ents 

and contracts 
190. Charges and rates 
200. Reserves 
210. Surplus fund 
220. Investm ents 
230. Records and accounts 
240. Annual s ta tem en t 
250. Exam ination 
260. Taxation 
270. Jo in t operations 
280. Combined corporation 
290. Controcts covering workers' com­

pensation riaks 
300. A nnual ad justm en t of service 

paym ents 
310. Fidelity bond 
320. Pee and licensea 
330. Definitions
340. O ther provisions app’icable 
350. Existing certificates of authority

C o lla te ra l re fe ren ces . — 44 Am. Ju r . 
2d. Insurance, i  1842 et seq.; 61 Am. Ju r. 
2d. Physicians, Surgeons, and O ther 
H ealers. Si 153. 156.

44 C J .S ., Insurance. S IS.
V alidity and n a tu re  o f group medical 

and hospital service plans. 167 ALR 322.

Sec. 21.87.010. Applicability, (a) This chapter applies to every 
individual, person, firm, corporation, association, or organization of 
any kind hereafter engaging or purporting to engage in the provision 
of all or 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 the subscribers.

(M 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 l»v an employer to emplovees 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. (§ 1 ch 120 SLA 1966)

See. 21.87.020. P u rpose  and  in terpreta tion, (a) It is the purpose 
of this chapter to 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 financial 
soundness.

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

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

Sec. 21.87.040. Incorpora tion  and  certificate of au thority  
required. A person otherwise subject to this chapter may not engage 
or purport to engage in the provision of any part or all of a 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 of authority issued by the director under
this chapter. (5 1 ch 120 SLA 1966)

•

Sec. 21.87.050. Incorporation , approval of articles and  am en d ­
ments. (a) A service corporation shall be formed as a nonprofit, 
nonstock medical service corporation, or hospital service corporation, 
or a combination medical and hospital service corporation, consistent 
with the applicable requirements r f  this chapter under the statutes of 
Alaska governing the formation cf nonprofit, nonstock corporations in 
general.

(b) Before the articles of incorporation of the proposed corporation 
formed after July 1,1966, arc filed with the commissioner of commerce 
and economic development, they shall be submitted to the director, ai.d 
the commissioner m a y  not file the articles unless the director's 

approval is endorsed thereon. T h e  director shall approve the articles 

unless the director finds that they do not comply with law If not 

approved, the director shall return tVe proposed articles of 

incorporation to the incorporators together with a written statement of 

particulars of the reasons for nonapproval

366
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:imounL unless il is n service corporation incorporated under the laws of 
Alaska, and currently aullionzed as such a service corporation under a 
certificate of authority issued by the director under this chapter.

History. — § I. cli. ICO. SLA IOOG.

5 2I.S7.(l*)ll Applicaliilitv of nonprolil corporation statutes; filing 
and approval of articles of incorporation

(a) 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 reipiiremenls 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, 11)00, are filed with the commissioner of commerce 
and economic development, they shall be submitted to the director, and 
the commissioner may not lile 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 articles of incorporation of a serv,ce corpo­
ration may not be liled with the commissioner unless i: is first submit­
ted to and approved by the director, and hears the director's approval 
endorsed on it. The director shall approve tl e 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 
noiiapproval. ' '

I l is t t i r r .- *  I, ch. 120. SLA IJKK5. • - .

§ 21.87.000 Corporate name
•

A seirice corporation may not have or use a corporate or business 
name which includes the words "insurance," "casualty," "surety." 
"health and accident," "m utua l,o r  other terms descriptive of an in­
surer or insurance business. A service corporation may not have or use 
a name so similar to Hint of another corporation t ransacting business in

r.I7
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this stale when the service corporation was formed that it would lend 
to confuse or mislead the public.

I l i i l u r v .  —} I .  cli. 120. S L A

$ 21.87.070 Qual i f ica t io ns  fo r  cert i f ica te  o f  a u t h o r i t y

The director may not issue or permit to exist a certificate of authority 
to bo or act as a service corporation to a corporation which does 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) il must intend to and actually conduct its business in good faith as 
a nonprofit corporation;

(.1; if a hospital sendee corporation, it must have in force at all times 
while so authorized, service agreemenLs 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; - • '•

(*1) if a medical sendee corporation, it must have in force service 
agreements wr,h participant providers located in the areas of the sub­
scribers' reside '’onvenienl as to location and sufficient in numbers 
and facilities reasonably to furnish the medical and surgical services 
provided 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 operating expenses, other than payment for hospital 
or medical services, for a period of not less than the sir months follow­
ing the date of issuance of the certificate of authority, if issued, or 
$100,000, whichever an ount is greater;

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

History.- {  1, ch. 120. SLA 1%G; i  l .  ch. 40, SLA 1931.

i 21.87.0S0 Application for certificate

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

0 I9H8. NILS I'ublishiitR Company
IIW
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service corp ration shall be made lo the director, on forms as prepared 
and furnished by the director and requiring the information relative to 
the applicant, its directors, officers, and afTairs as the director may 
reasonably require consistent with this chapter.

(b) The application shall be accompanied by the following documents 
which are not already on fit with the director:

(1) one copy of the applicant's articles of incorporation and of all 
amendments, certified by the commissioner;

(2) one copy of the applicant's bylaws, certified by its corporate 
secretary;

(3) if a medical service corporation, a copy of each form of service 
agreement entered into or proposed to be entered into with participant 
providers, together with a list showing the name, residence and ofiice 
addresses, and date of execution of the service agreement by each 
participant provider;

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

(5) a copy of each form of subscribers’ contract proposed to be 
offered; 1 • *

(G) a schedule of the rates proposed to be charged subscribers;

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

(S) a copy of any oilier 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. — § I. cli. 120. SLA I%G; 5 4. ch. 40. SLA 1081; §20. ch. 20. SLA 10S5.

§ 21.87.01)0 Issuance or refusal of certificate

(a) If, after the application for certificate of authority is completed,

010
O 1088, NILS Publishing Company
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llie director finds that the applicant is fully qualified for a certificate of 
authority in accordance with this chapter, and that the service agree­
ments, subscribers contracts, schedule of rates are in compliance with 
the applicable provisions of this chapter, the director shall 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 be.

(b) If the director dues not so find, the director shall refuse to issue a 
certificate of authority and shall give the applicant written notice set­
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.

H istory.—§ i, ch. 120, SLA 19GG.

§ 21.87.100 Continuance or expiration of certificate

(a) 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 /VS 
21.0C.250;

(2) filing by the insurer of its annual statement for the preceding 
calendar year as required under /VS 21.87.240.

(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.

H is to ry .- !  I. ch. 120, SLA 1900: 5 27. ch. 2G. SLA 19S5.

5 21.87.110 Suspension o r  revocat ion o f  certificate

(a) The director shall suspend or i .vokc the certificate of authority of 
a service corporation that the director finds, after a hearing, is no 
longer qualified under this chapter.

r.20
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working c.ipiUil to the corporation, the payment to be prorated on a 
uniform basis among all 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.

ll isU .r j.7 S I. ch. 120. SLA 19Cl>; 5518, 19. ch. 40. S L \  1931.

§ 21.87.310 Fidelity bonds

Each service corporation shall procure and maintain in force a fidel­
ity bond or bonds, with authorized corporate surety, covering every 
officer or employee entrusted with the handling of its funds, in an 
amount, but nut less than $5,0(J0, which may be fixed by its board of 
directors.

H isto ry .-*  t , ch. 120, SLA 19CG. -. . . .  .

§ 21.S7.320 Repealed. § 30, ch. 20, SLA 1085

§ 21.87.330 Definitions 

In this chapter

(1) "health care service" means a service rendered to an individual 
for diagnosis, relief, or treatment of an injury, ailment or bodily condi­
tion;

(2) "hospital service 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 08.58.410(1) and 
authorized to practice as a nurse midwife under regulations adopted in 
accordance with AS 08.08;

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

(0) "participant provider" means a provider who has entered into a 
service agreement with a semce corporation;

(7) "physician” includes also "surgeon";

•3 I9S3. N ILS  rul.hOime Cumpiiv
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•MEMORANDUM State of Alaska

10 P a r t i e s  In t e r e s t e d  1n s t a r t i n g  0ArE Updated
a new domestic In s u r e r  Ju ly  31, 1309

F ILE  NO 

TELEPHONE NO

s m ita  L e v a n t  Laws

FROM; „  , ,  _  t+ r\ rEugene W. Furnan CPA 
Insurance F inanc ia l  Examiner

r . r a  time to time the Department o f  Commerce and Economic Development, 
D iv i s i o n  o f  Insurance ,  i s  approached hy p a r t i e s  i n t e r e s te d  In s t a r t i n g  a new 
domestic 1. s u re r .  This memorandum i s  a non -exhaus t lve  o u t l i n e  o f  the more 
Important lav/s dea l ing  with the s t a r t  up o f  a domestic i n s u r e r .

This memorandum Is  not  intended to s u b s t i t u t e  f o r  competent lega l  advice
o r  f e a s i b i l i t y  s tud ies  and economic research normal to the s t a r t  up o f  any new 
business endeavor.  There a re  r i s k  elements in any new bus iness ,  many o f  which 
a re  magnif ied f o r  a now domestic I n su re r  duo to the s i z e  o f  A laska 's  
p opu la t i o n ,  lack o f  a d om es t i c a l l y  a v a i l a b l e  i n s u r e r  management p o o l ,  lack o f  
a pool o f  t r a in ed  i n su re r  employees and many o t h e r  f a c t o r s .  Perce ived high 
c o s t  o f  c u r ren t  insurance ,  t igh tness  in one o r  more l i n e s  o f  a v a i l a b l e  
insurance coverage o r  enthusiasm by independent promoters and/o r  insurance 
s a l e s  people should not be considered to  r ep re sen t  an a v a i l a b l e  economic 
oppo r tun i ty .

As a newly o rgan ized  e n t i t y  a new domestic i n s u r e r  has no ope ra t ing
h i s t o r y .  I t  Is  l i k e l y  tha t  the re w i l l  be no secondary market f o r  i t s  shares  
o r  o th e r  s e c u r i t i e s .  Acco rd ing ly ,  the s e c u r i t i e s  o f  a newly formed domestic 
in su re r  a re l i k e l y  to be i l l i q u i d .  Ce r ta in  p ro v i s i o n s  o f  Alaskan law w i l l  
opera te  to , . lmpa1r the newly formed domestic i n s u r e r ' s  a b i l i t y  to r e a l i z e  the 
f u l l  va lue o f  i t s  a sse ts  in the event o f  a v o lun ta ry  o r  in v o lu n ta ry
l i q u i d a t i o n  o f  i t s  a s s e t s .  An investment in a newly formed domestic i n s u r e r  
is  not app rop r ia te  f o r  a l l  i n v e s to r s  and no assurances can be given tha t  the
ob je c t i v e s  o f  the newly formed domestic I n s u r e r  ca r  be ach ieved.

This memorandum Is Intended f o r  the pe rsona l  use o f  the o rg an i ze r s  o f  
domestic In su re r s  f o r  t h e i r  in fo rma t iona l  purposes o n ly .  There a re  o th e r  
requirements o f  Alaskan law not conta ined In the s t a t u t e s  dea l ing  v/ lth 
Insurance such as the a n t i - f r a u d  and d i s c l o s u r e  r u l e s  o f  t . e  s e c u r i t i e s  laws 
which o rg an i ze r s  need to con s id e r .

THERE CA'i IE *H .WdJEAIICES GY TME STATE F.F ‘ LASEA, ITS EMPLOYEES Dp JTg 
AOE'lTS AS I ?  THE AC.II£VC*,r.*lr OF [»!E D3ItCTIVES OF THE 01CAUP.EDS OF A DOMESTIC 
UOTEf* .  T !OF  IS MO APPROVAL "3 ,DISAPPROVAL ',r* /"IY PDDSPECrUS 03 DFFEDIMG 
f.lDEMLAl PLEADED ' ISIMS THIS ' S ’ l W l i p  AS A EMI'JELIS'E* etRTIKH# THERE IS >10 
APponyAl ng 0 r ,AnP3DV*.t. Of "MY SEEIFM TIC S o r r g g rp  j t ' y j  USE OF THIS ' ’ ""DRfillOUH 
AS A C'JIDCLIIIE PY C.RGA'ItEER?. A*fY 3Erv’ Er. r : ; n nO M  TO THE CO.'.'THAflY IS A 
CP.II'IJIAL OFFS'.'SC CPYCriCD SY VARIOUS FEDERAL SES'JIl TIES LAIS.
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Scope o f  
Insurance Laws

A l l  persons t ransac t ing  a business o f  Insurance in A laska , o r  r e l a t i v e  to 
a sub jec t  r e s id en t ,  loca ted  o r  to be pc r fo rnod  In Alaska , s h a l l  comply with 
the app l ic ab le  p ro v i s ion s  o f  Alaskan law, namely, T i t l e  21 -  Insurance. (AS 
? 1 . 0 3 . 0 1 0 )  The a c t i v i t y  per formed hv a domestic In su re r  is considered the 
t ransac t ion  o f  the business o f  Insurance in A laska .  Acco rd ing ly ,  T i t l e  21 
app l i e s  as do many o f  the p rov is ions  o f  T i t l e  10, Chapter 05 Alaska Dusincss 
Corpo ra t ion  Act dated J u l y  1, 1939.

S p e c i f i c a l l y  with respect to T i t l e  21 a person nav not ac t  as an I n su re r  
and an In su re r  may not  t ransac t  insurance In Alaska except as au tho r i zed  by a 
v a l i d  c e r t i f i c a t e  o f  a u th o r i t y  Issued by the d i r e c t o r  o f  the D iv i s i o n  o f  

(AS 2 1 . 0 ° . 0 1 0 )  Qonestfc in su re r s  nay be inco rpo ra ted  stock 
incorpora ted  mutual In su re r s  o r  r e c ip r o c a l  in s u r e r s .  (AS 2 1 . 0 9 . 0 1 0 )  

Domestic stock in su re r s  should r e f e r  to AS 2 1 . 0 9 ,  whi le  domestic mutual 
in su re r s  and domestic r e c ip roca l  in su re rs  shou ld r e f e r  r e sp e c t i v e l y  to AS 
21 .69  and AS 21 .75  in add i t io n  to AS 2 1 . 0 9 .

Insurance.
In s u r e r s ,

App l ica t ion  
Process

To apply f o r  on o r i g i n a l  c e r t i f i c a t e  o f  a u th o r i t y  an in s u r e r  s h a l l  f i l e  
with the d i r e c t o r  i t s  a p p l l c a t f n n  (accompanied by the app l i c ab le  fees  se t  
under AS 2 1 . 0 6 . 2 5 0 )  showing the i f  fo rmat ion and Inc lud ing the documents c a l l e d  
f o r  in AS 2 1 . 0 9 . 1 1 0 .  A forms packet I s  a v a i l a b l e  f**on the D iv i s i o n ' s  
L icens ing Supe rv iso r  in Juneau, (907 )  165 -2515 .  A dd i t i o n a l l y ,  i t  i s  the
p o l i c y  o f  the d i v i s i o n  to requ i r e  complete b iog raph ica l  h i s t o r i e s  and a
l i s t i n g  o f  business a c t i v i t i e s  o f  o rg an i z e r s  and proposed d i r e c t o r s  and 
i n v e s t ig a te  same under AS 2 1 . 0 9 . 1 0 0  and o th e r  p ro v i s ion s  o f  Alaskan Insurance 
Lav/s.

Do fo r e  o rg an ize rs  piay a d v e r t i z e ,  s o l i c i t  funds ,  make agreements o r  
g e n e r a l l y  take any ac t ion  w f lh  respect to o rgan iz ing  a domestic I n su re r  a 
s o l i c i t a t i o n  p e m i t  .must, be app l ie d  f o r  and rece ived  form the d i r e c t o r .  The 
r u l e s  f o r  th i s  process a rc  covered in AS 21 .59 .0G0 thru . 2 6 0 .  There i s  a 
su re ty  bond o r  cash depos i t  requirement o f  the o rgan ize rs  conta ined in AS
21 .6 (1 .110 .  During the o rg an i z a t i o n  oroccss and a f te rwards  the d i r e c t o r  must 
bo appointed as a domestic i n s u r e r ' s  a t t o r n e y  to rece ive  s e rv ic e  o f  l ega l  
process issued aga ins t  I t  In A laska .  (AS 2 1 .0 9 . inD  and ,1°D) I t  Is  s t r o n g ly  
suggested tha t o rg an i ze r s  be vcrv f a m i l i a r  with AS 2 1 .6 9  which covers  
o rg an i z a t i o n ,  co rpo ra te  procedures and the Important concept o f  bulk 
re insurance In sec t ions  .610 and .620 .  F u r th e r  a t t e n t i o n  is  d i r e c ted  to AS 
2 1 . 2 5 . 2 6 0  ( c ) ,  f raudu len t  Insurance acts a s so c ia ted  with f o in ln g  an In su r e r  
and the requirement f o r  p re -app rova l  o f  Insurance c on t ra c t  forms in AS
21 .1 2 . 120.

I f  Mi* d l r e c t o i  fin'**- fi»at the ae.d lean t  has ne t  the requi rements f o r  and 
is e n t i t l e d  to -i c e r t i f i c a t e  o f  a u th o r i t y  under Alaskan Insurance Law, the d i r e c t o r  w i l l  Issue a p roper  c e r t i f i c a t e  s p ec i f y in g  the kinds o f  insurance the

»



in su re r  i s  au tho r i zed  to t r an sac t .  This c e r t i f i c a t e  ’■cjon'ns at  n i l  times the 
p roper ty  o f  the S ta t e .  I f  the d i r e c t o r  does not f i rc i  tha t  the requirements 
have been n e t ,  the d i r e c t o r  w i l l  issue an o r d e r  r e fu s .ng  the c e r t i f i c a t e .  (AS 
L1 .09 .1Z0 )

I t  would a l s o  he important f o r  the o r g a n i z e r  to understand the concents o f  
con t inua t i on ,  amendment and te rminat ion o f  the c e r t i f i c a t e  o f  a u t h o r i t y .  
These concepts are covered in AS 2 1 . 0 9 . 1 3 0  to .100 .

Required
Capi ta l

A domestic co rpo ra te  i n su re r  i ssu ing  c a o i t a l  stock app ly ing f o r  i t s
o r i g i n a l  c e r t i f i c a t e  o f  a u th o r i t y  is  r equ i r ed  to possess the basic minimum
p a id - i n - c a p i t a l  s tock and add i t i o n a l  Tunds in surp lus as o u t l i n e d  in AS 
Z1 .0R .070 .  In add i t ion  to the ru le s  in AS Z1. 0 9 . 0 7 0 ,  the requ i red  i n i t i a l
minimum su rp lu s  f o r  o domestic mutual i n s u r e r  i s  governed hy AS 2 1 .GP,
p r im a r i l y  sec t ion  .220 ,  wh i le  the requ i red  i n i t i a l  minimum su rp lu s  f o r  a
domestic r e c ip ro c a l  i n s u r e r  i s  governed by AS 2 1 . 7 5 ,  p r im a r i l y  AS Z1 .7S .050
and / ) 5 5 .  The amount o f  su rp lu s  is c o n t r o l l e d  by the types o f  insurancn to be 
w r i t t e n .  G en e ra l l y ,  $ 1 , 0 0 0 , 9 0 0  o f  bas ic  c a p i t a l  o r  su rp lu s  and add i t i o n a l
su rp lus  f o r  a to t a l  o f  $Z,000 ,000  is  r equ i red  f o r  a l i f e  and d i s a b i l i t y
in su re r  with $ 1 , 5 0 0 , 0 0 0  o f  bas ic  c ap i t a l  o r  su rp lus  and add i t io n a l  su rp lu s  f o r  
a t o t a l  o f  $ 3 , 0 0 0 , 0 00  being requ i red  f o r  a p rope r ty  and ca sua l t y  i n s u r e r .
Higher i n i t i a l  amounts o f  add i t io na l  su rp lu s  I s  a s ub je c t  which o rg an i ze r s
should be prepared to d iscuss .  G en e ra l l y ,  o rg an i z e r s  should concern
themselves with c a p i t a l  in add i t ion  to the minimum requi rements whenever t h e i r  
bus iness p lan f i l e d  v/ith the a p p l i c a t i o n  c a l l s  f o r  the now domestic i n su r e r  to
accept th? r i s k  o f  l o s s  on any s in g l e  occurrence in excess o f  $50 ,000  to
$100 000.

Organ izers  should note tha t  a bus iness p lan i s  an item o f  a d d i t i o n a l
in fo rmat ion  tha t  the d i r e c t o r  r equ i re s  under A3 2 1 . 0 9 . 1 1 0 .  homes t i c  in su re r s  
d e s i r in g  to assume re insurance l i a b i l i t i e s  should be th ink ing  in t e n ’ s o f
$ 20 ,0 00 ,000  o r  g re a te r  t o t a l  i n i t i a l  s u rp lu s .  F i n a l l y ,  on the s ub je c t  o f
i n i t i a l  minimum su rp lu s ,  there is an Important p r o h ib i t i o n  in AS 2 1 . 1 2 . 1 1 0
requi r in 'g- any in s u r e r  to not  r e t a in  a r i s k  on any one sub je c t  o f  insurance in 
an amount exceeding 10T o f  i t s  su rp lus  to p o l i c y h o ld e r s .

T rust 
Oopos l ts

A l l  in su re r s  o th e r  than t i t l e  in su re r s  a re  g en e ra l l y  requ i red  to  have a 
t r u s t  depos i t  o f  a t  l e a s t  $ 30 0 , fJ'J9 depos i ted  with the d i r e c t o r  under AS 
2 1 . 2 4 . 0 3 0 .

Add!t ionaI  
Items

The f o l l ow ing  .v ld1t lan . i l  I t e r s  i r e  a p i r f f . i l  l i s t  o f  f ' e  concepts with 
which o rg an i ze r s  should beco.sc f a m i l i a r  b e fo re  committing to a dec is ion  
concerning o rgan iz ing  i domestic in s u r e r :



Addit iona l 
I tens (Con t . )

SUflJECT
Repor ts -  Annual Statement 

-  Premium Tax Repor t
Records 
L imit o f  Risk 
Reinsurance
D e f in i t i o n s  o f  Coverages 
Assets and L i a b i l 1 t i e s
Investments

( fo lding Companies

In s id e r  Trading 
Dividends

Trade P rac t ices

Rates
Insurance Contrac ts
Unauthorized 3usiness 
Stock o f  Subs id ia r ie s  
Investments P ro h ib i t i o n s

REFERENCE
AS 2 1 . 0 9 . 2 0 0  
AS 2 1 . 0 9 . 2 1 0  
AS 2 1 . 0 9 . 3 9 0  and .400  
AS 2 1 . 1 2 . 0 1 0  
AS 2 1 . 1 2 . 0 2 0  
AS 2 1 . 1 2 . 0 4 0  to . 110  
AS 2 1 . 1 9 ,  p a r t i c u l a r l y  

Sec t ions  .OiO and .030 
AS 2 1 . 2 0 ,  p a r t i c u l a r l y

Sect ions .020 ,  .050 ,  . 250 ,  
.300 and .321 

AS 2 1 . 2 2 ,  p a r t i c u l a r l y  
Sect ions .010 ,  . 020 and 
.0G0 

AS 21 .4 0  
AS 2 1 . 2 2 . 1 0 0 ,

AS 2 1 . 0 9 . 0 0 0  (b )
AS 2 1 . 0 9 . 4 0 0  to .010 and 
AS 2 1 . 7 0 . 2 4 0  and .250 

AS 21 .3 0  P a r t i c u l a r l y
Sec t ions  .0 90 ,  . ICO, .120 ,  
. 1 3 0 ,  . 1 90  and .300 

AS 21 .39  
AS 21 .4 2  and 

AS 2 1 . 0 9 . 1 1 0  (9 )
AS 2 1 . 0 9 . 2 5 0  
AS 2 1 . 2 1 . 1 0 0  
AS 2 1 . 2 1 . 2 5 0  and .321

Addresses and 
Phone numbers
Juneau -  S ta te  o f  Alaska

Department o f  Commerce and (907 )  4G5-2515
Economic Development ( 907 )  455-3041 ( f a x )

O iv is ion  o f  Insurance 
P. 0 .  Oox 0 
Juneau, Alaska 99011

D e l i v e r y  address : 333 Wil loughby S t r e e t
Juneau, Alaska 99001

Anchorage -  State o f  Alaska
Department o f  Commerce and ( 9 07 )  552-3G2G

Economic Development (907 )  552 -0045 ( f o x )
O iv l s ion  o f  Insuronce 3001 C S t r e e t ,  Room 740 
Anchorage, Alaska 99503




