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Malpractice Insurance for Health Care Providers
DIPAKTVIIKT POATTTON

Neutral
date COMUtAAKX
/n SUMIdARY /
OTNfCJt AOlNClE* APP'CTIO AY M U cowrrrrvcM T oaouptm APrtcTto rr m u
Unknown Hospital? and Physicians
ONOAN“AT'ONA' SUPPOHT POH M U OWOAXtfATIOHAA. OPPOMTK3H TO M U
Unknown Unknown
HiCM. IMPACT: O Nowx 1 PMCAL NOT* ATTACMO
SACXQAOUNCyuOrCATIV* intikt
suK .vft op e'VL'o»?0on.*t* trrtcT S
It appears that the Intent of this legislation Is for a physician to provide a hospital
malpractice coverage for liability arising out of the physician"s medical practice. As

drafted, however, It does not limit the coverage requirement to the vicarious liability of

the hospital. As a result, liability for the negligence of the hospital might be
transferred to the physician.

As drafted, the required provision only applies to an insurance policy, not to the
physician. An issue currently exists in wnich uninsured physicians practice at
hospitals. This provision might increase the disincentives for carrying insurance.

It is probable thatas written this legislation would result in a substantial premium
increase for health care providers.
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HB 337
Analysis of Bill/Program Effects:
(Continued)

The fiscal impact for the division would be moderate to substantial.
The division would receive a number of filings providing the additional
coverage which would require substantial time to establish an
appropriate rate which would be neither inadequate nor excessive.
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IV /rT/™A Medical Indemnity
IVXJLV-~XJ1 Corporation ofAlaska

ALEUTPLAZA
40000LD SEWARD HWY., SUITE 203
ANCHORAGE , ALASKA 99503
(907)563-3414

February 13, 1990

Representative Dave Donley, Chairman
Labor and Commerce Committee
House of Representatives

State of Alaska

PO Box V

Juneau, Alaska 99811

Dear Chairman Donley:

| testified in front of the House Labor and Commerce Committee and was requested to
submit my comments in writing. Please share this written testimony with the other
committee members.

Chairman Donley and Committee members, | am Mary Pierce, Executive Director of MICA.
CSHB334 - Requiring insurance of outstanding judgement.

Wc wanted to make a few brief informational comments on this bill. We, like all insurance
companies, have underwriting requirements to write physicians. We do gather previous
claims experience and our Underwriting Manager and the Underwriting Committee may not
cover an applicant based upon that experience. In other words, we do not offer insurance
coverage to all applicants. If this bill is passed we wanted the committee to know that
physicians w'-h an jutstanding judgement may not be able to procure coverage and
therefore not abu to practice.

CSHB336 - Medical Malpractice Advisory Panels.

wTreel strongly that if current Medical Malpractice Advisory panels are to work they
need to be comprised of experts, more importantly specialists who can understand the
technical medical procedures and make assessments that offer the judge and both parties

accurate medical conclusions.

Wc fight now to obtain the appropriate physicians specialist on a panel. It does no good
whatsoever to have a family practitioner on a panel where wc have technical complications
involving an orthopedic procedure. We feel that adding lay people to this panel would not
make it any better. In fact, the time the panel would need to review a case would increase
as the physicians would have to educate the lay people.

Wc ask you to not further dilute the credibility of the panel but in fact maintain it as an
"expert" advisory panel membered with medical experts. Wc suggest that lay people have
a place in the system and that is on the jury. If you must put a lay person on the panel to
make sure the doctors play straight then please make them non-voting members on these
highly technical issues.



Medical Indemnity Corporation of Alaska

CSHB337 - Mandatory insurance requirements for hospitals.

Our comments here arc similar to HB334. We do have underwriting requirements for
hospitals. We arc concerned since wc are the only company offering coverage in the state
to the rural hospitals that wc may not chose to underwrite a hospital. Wc want the
committee to understand that we are unwilling to compromise our standards because the
strength and stability of those standards allow us to continue in business. We arc not
interested in becoming a substandard market or acquiring risks that may lead to our
insolvency. It is our commitment to be here to write malpractice for the majority.

11B349 - Money from Medical Malpractice Revolving Loan Fund.

This fund was established to fund the operations of MICA. We have borrowed from it twice
and have an outstanding balance of S2,402,286 on the first note and $800,000 on the
second note. This fund has been important to us both in our original capitalization and
also as surplus. This rurplus is critical when being reviewed by reinsurersbecause it

helps add stability to our small company. Needless to say, we areconcerned  aboutany
depletion to the fund.

HB350 - Matching Fund.

We arc certainly supportive of the concept of a matching fund. We do have some questions
regarding this in legislation.

First of all, | believe | understand the intent of the formula but forthe life of me, lcan’t
get it to work. Perhaps someone can explain it to me.

We arealso curious as to a definition of the term "rural” asit applies to the hill.
Finally, we have some concerns if we arc to administer this fund.
1) The first is a potential restraint of trade problemthat might occur by a
physician with another carrier being denied access to the fund. It is at the very
least a potential conflict of interest.
2) Secondly, if we do administer it we are concerned with the increase in
administrative costs to us. Our question is therefore one of developing a budget
and receiving compensation to administer the fund.

Again, we don't disagree in concept to the idea of a matching fund but do have questions
regarding the mechanics.

Thank you for your time. | will be happy to answer any questions.

Sincerely,

N

Executive Director



JV I \ Medlcul Indemnity
Xt AJLVMjrjL Corporation of Alaska

ALEUTPLAZA
40000LD SEWARD HWY . SUITE 20)
AiXCI I0RAGE , ALASKA 99503
(907)563-3414

February 14, 1990

Representative Max Gruenberg, Co-Chairman
Judiciary Committee

House of Representatives

State of Alaska

PO Box V

Juneau, Alaska 99811

Re: CSHB337

Dear Representative Gruenberg:

At a recent House Labor and Commerce Committee hearing you had
requested information regarding additional premiums hospitals
would have to pay if the committee substitute was passed requiring
limits of liability of $1,000,000 per occurrence. This memorandum
lists the hospitals we currently insure, their current limits and the
additional premium required if applicable.

The Labor and Commerce Committee discussed adding an
amendment to CSHB337 to allow self-insured hospitals meeting

certain financial qualifications, to be exempted. | would also like to
bring to your attention another group of hospitals that currently fall
under the bill requirements for mandatory insurance.

Alaska Native Health Service hospitals and certain Tribal Contractor
hospitals fall under the protection of the federal government. Until

couple of years ago we provided insurance to the Tribal Contractor

facilities but the Federal Tort Claims Act of 1987 now provides for

the U.S.A. to cover both the hospitals and physicians for malpractice.
It seems to me you may want to write some exclusionary language

for them also.



Medical Indemnity Corporation of Alaska

MICA Insured Current Limits Current Add'l Premium to
Hospital of Liability Premium increase to $1,000,000

Bartlett IM/3 M 448,682

Seward General 500/1 M 59,837 27,669
Sitka Comm. 500/1 M 92,265 42,379
So. Peninsula 500/1 M 133,541 47,617
St.Ann's Nursing I1M/2M 88,717

Valdez Comm. 1IM/3M 52,179

Valley Hospital 500/1 M 267,697 124,942
Wrangell Gen. 500/1 M 39,556 14,540

I hope this answers your questions. Please feel free to contact me
for additional information.

Very truly yours,
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HOUSE LABOR AND COMMERCE COMMITTEE

ALASKA STATE LEGISLATURE P.O. BOX Y, JUNEAU 99811 *Sr
(907) 465-3892 )

February 6, 1990

M E M O R A N D U M
To: Members, House Labor and Commerce Committee

From: Representative Dave Donley, Chair
House Labor and Commerce Committee

He: Proposed CS for HB 337 (L&O)
Work Order # 6-1322E, by Ford, dated 2/5/90

The proposed CS for Hb 337 (LSC) requires all hospitals inthe state to be
insured under a malpractice insurance policy when the hospital:

a. receives public funding or
b. 1s requried to obtain a certificate of need under AS
18.07.031 or

c. acts under a certificate of need issued under AS 18.07.040 or
18.07.071.

Required insurance under the Act must provide minimum coverage of $500,000 for
injury or deathto one persone resulting from one incidentand $1,000,000 for
injury or deathto more than one person resulting from one incident.
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