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1 amount not less than [ te n ] f i f t y  thousand d o l la r s  in excess o f l i a b i l i -

2 t i e s  as.shown by a commercial agency re p o r t as h e re in a f te r p rov ided , or

3 by a sworn sta tement on f i l e  w i th  the a t t o r n e y - i n - f a c t ,  v e r i f i e d  by such

4 su b sc r ib e r o r by an o f f i c e r  o f a c o rp o ra t io n su b sc r ib e r .

5 § 21. Paragraph (a) o f se c t io n  11.00 o f the lo c a l f inance law is
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6

nJ

amended by adding a new 

33. C e r ta in l i a b i l i t v

s u b d iv is io n  e ig h ty - th r e e  to 

insu rance . Payments, ocher

read as fo l lo w s : 

than annual insurance

8 premiums, reou ired o f a su b sc r ib e r o f a re c ip r o c a l in s u re r formed under

9 a r t i c l e  s ix tv -o n e o f the insurance law, f i v e  vea rs . exceot where such

10 pavments amount to more chan one ner centum o f the average assessed v a l -

11 u a t io n o f such su b s c r ib e r , ten voa rs .

12 § 22. S ubd iv is io n s ix  o f se c t io n s ix te e n hundred fou r o f the educa tion

13 law is amended to read as fo l lo w s :

14 6. To insu re the schoo l b u i ld in g s , f u r n i t u r e  and school apparatus in

15 an insurance company crea ted by o r under the laws o f th is  s ta te , [o r ] in

16 an insurance company au tho r iz ed by law to t ra n s a c t business in th is

17 s ta te , o r in a jo i n t insurance fund crea ted by o r under the laws o f t h i s

18 s t a t e , and to comply w i th  the co n d i t io n s o f the p o l i c y , and ra is e  by a

19 d i s t r i c t  ta x the amount req u ire d to pay the premiums thereon.

20 § 23. S ubd iv is io n e ig h t o f se c t io n seventeen hundred n ine o f such law,

21 as amended by chapter s i x  hundred n in e t y - f i v e  o f the laws o f n ine teen

22 hundred s ix t y - n in e , is amended to read as fo l lo w s :

23 .8. To insu re the schoolhouses and t h e i r  f u r n i t u r e , apparatus and ap-

24 purtenances, and the .s choo l l i b r a r y ,  ' in  some insurance company, c rea ted

25 by o r under the laws • o f chi's- s ta te , [o r ] in  some insurance company

26 au tho r iz ed by law to t ra n s a c t bus iness in  th i s  s ta te , o r in a jo i n t  in -

27 surance fund crea ted by o r under the laws o f t h i s  s ta te , and to comply

28 w i th  the co n d i t io n s o f the p o l ic y , : and ra is e  the sums required , fo r . p re -



1 miums by d i s t r i c t  ta x ; p ro v id ed , however, th a t the members o f the board

2 s h a l l not be p e rso n a l ly l i a b le  fo r any c la im a r i s i n g  out o f the use o r

3 co n d i t io n  o f the aforementioned p ro p e r ty i f  the board, s f t e r  due d i l i -

4 gence, is  unable to. ob ta in such insurance .

5 § 24. S ubd iv is io n e ig h t - c  o f se c t io n seventeen hundred n ine o f such

j  law, as amended by chapte r th re e hundred e igh teen o f the laws o f

7 n ine teen hundred seven ty -n ine , is amended to read as fo l lo w s :

8 8 -c . To e s ta b l is h  and m a in ta in a program o f reserves no t to exceed

9 th ree per centum, exc lu s iv e o f any planned balance p re s e n t ly  a u th o r iz e d ,

10 o f the annual budget o f the d i s t r i c t  to cover p ro p e r ty loss and l i a b i l -

11 i t y  c la im s . In the event th a t th ree per centum, e x c lu s iv e o f any

12 planned balance p re s e n t ly a u th o r iz e d , o f the annual budget o f the d is -

13 t r i c t  would re s u l t in less than f i f t e e n  thousand d o l l a r s , the t o t a l

14 reserve funds may be fo r an amount no t to exceed f i f t e e n  thousand

15 d o l la r s . Separate funds s h a l l be e s ta b l is h e d fo r p ro p e r ty loss and fo r 

lo l i a b i l i t y  c la ims and the separa te id e n t i t y  o f each fund s h a l l be main-

17 ta in ed whether i t s  assets c o n s is t o f cash o r inves tments o r bo th . The

18 moneys in  such funds s h a l l be he ld in  separa te bank accounts and may be

19 inves ted in o b l ig a t io n s s p e c i f ie d  in se c t io n seventeen hundred tw en ty -

20 th re e -a o f t h i s  chap te r . Any in t e r e s t earned o r c a p i t a l ga in re a l iz e d

21 on the moneys so depos ited s h a l l accrue and become p a r t o f such funds .

22 Such reserve funds s h a l l not be reduced to amounts less than the t o t a l

23 o f the amounts estima ted to be necessary to cover in c u r re d but u n s e t t le d

24 cla ims o.r s u i t s  in c lu d in g expenses in  connec t ion th e rew i th  o th e r than by

25 payments fo r losses fo r .w h ic h such.amounts were e s ta b l is h e d . Payments 

26' from such reserve funds s h a l l no t be made' f o r purposes o th e r than those '

27 fo r which' such funds were e s ta b l is h e d w i th o u t a u th o r iz a t io n s by vo te o f

28 the e le c to rs o f the d i s t r i c t ,  except th a t such board may a u th o r iz e use
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1 o f such funds ocher than amounts a l lo c a te d  fo r u n s e t t le d cla ims or s u i t s

2 in c lu d in g  expenses in connec t ion th e rew i th  to pay premiums fo r insurance

3 p o l i c i e s  purchased to in su re subsequent- losses in areas p re v io u s ly s e l f -

4 insured, in the event of dissolution of the self-insurar.co plan. The

5 cash balance of such reserve fund at the end of anv fiscal vear shall

6 not exceed five Der centum of the total budget for such fiscal vear when

7 the district enters into an agreement to nool their reserve fund for the

3 purDose of organizing and/or Darticipating in a reciorocal insurer as

9 defined in subsection fa) of section one hundred seven of the insurance

10 law or to organize and/or oarticiuate in a ioir.t insurance fund as

11 defined in section one hundred nineteen-ooo of the general municipal

12 law.

13 § 25. Subdivision thirteen of section two thousand twcntv-one of such

14 law, such se c t io n as renumbered by chap te r e ig h t hundred one o f the laws

15 o f n ine teen hundred f i f t y - t h r e e ,  is  amended to read as fo l lo w s :

16 13. To au tho r iz e the t ru s te e s to cause the schoo lhouses, ana t h e i r

17 f u r n i t u r e , appurtenances and schoo l appara tus to be insured by any in -

18 surance company crea ted by o r under the laws o f t h i s  s ta te , o r any o the r

19 insurance company au tho r ized by law to tra n s a c t business in th is  s ta te ^

20 o r in a jo in t ' insurance fund c rea ted bv o r under th~e~~laws o f t h i s  s t a t e .

21 § 26. D e c la ra t io n o f le g i s l a t i v e  f in d in g s and in t e n t . The le g is la tu r e

22 hereby f in d s th a t the s ta te , i t s  lo c a l governments and p u b l ic employees,

23 by v i r t u e  o f the na tu re o f the se rv ic e s p rov ided and the func t io n s per-

24 formed by the s ta te  and lo c a l governments and because o f the conse-

25 quences o f u n l im i te d l i a b i l i t y ,  on e f f e c t i v e  government process, should 

26' be l i a b l e - ' f o r  t h e i r  a c t io n s - 'd r i ly to 's u c h extent- and s u b je c t ’ t o  'such* con-"

27 d i t i o n s  as are provided^ in t h i s  a c t . A c t io ns aga ins t the s ta te  and i t s

28 lo c a l governments are burgeoning and judgments f o r .persona l in ju r y  and



1 p ro p e r ty damage are be ing rendered in amounts which p lace g r e a t . burdens

2 on p u b l ic  budgets. Local governments across the s ta te  have experienced

3 s u b s ta n t ia l increases in l i a b i l i t y ,  the impact o f which has been most

4 severe fo r sm a l le r m u n ic ip a l i t i e s . .

3 While the le g is la tu r e , con tinues to recogn ize the r ig h t o f persons who

6 s u f f e r i n j u r y  as a r e s u l t o f acts o f p u b l ic  e n t i t i e s  and p u b l ic  em-

7 playees to recove r f o r the harm s u f fe re d , i t  has now become necessary

8 fo r t h i s  s ta te , l i k e  a m a jo r i t y  o f the s ta te s , to p lace reasonab le l im -

9 i t s  on such recove ry . I t  is th e re fo re  reasonab le and necessary to l im i t

10 the l i a b i l i t y  o f p u b l ic  e n t i t i e s  and p u b l ic  employees to t h e i r  eq u i ta b le

11 share o f damages, un less the in ju re d p a r ty has exhausted a l l  o f i t s

12 remedies aga in s t the o th e r p a r t i e s , and to p ro v id e fo r the p e r io c ic

13 payment by p u b l ic  e n t i t i e s  and p u b l ic  employees o f t h e i r  excess l i a b i i -

14 i t y  which exceeds a s p e c i f ie d  monetary amount.

15 § 27. The c i v i l  p ra c t ic e  law and ru le s is amended by adding a new a r -

16 t i d e  s ix te e n to read as fo l lo w s :

17 ARTICLE 16

18 LIMITED LIABILITV OF PUBLIC ENTITIES AN'D PUBLIC EMPLOYEES

19 Section 1600. D e f in i t io n s - ; ’

20 1601. A o d ic a t i o n .
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21 1602. L i a b i l i t v  o f p u b l ic  e n t i t i e s  and p u b l ic  employees l im i t e d

22 to e q u i ta b le share o f judgment.

23 1603. C o n t r ib u t io n  and in d em n i f ic a t io n ,

24 § 1600. D e f in i t i o n s . As used in th is  a r t i c l e : ' .

2S-" "1 . 'The - term ""-pub l ic ' en t i ty " 'm ean s fa ) the s ta te  o f New York, fb l a

26 county , c i t y ,  town, or v i l l a g e , fc ) a school d i s t r i c t  fexcep t a schoo l

27 d i s t r i c t  in a c i t v  w ith , a popu la t io n o f one hundred tw e n ty - f i v e  thousand



1 or more). o r hoard o f coope ra t iv e educa t iona l se rv ic e s , fd ) a f i r e  d is -

2 t r i c t .  d i s t r i c t  co rp o ra t io n . spe c ia l d i s t r i c t ,  o r sp e c ia l improvement

3 d i s t r i c t  governed bv a separa te board o f commissioners.

4 2. The term "p u b l i c  employee" means any employee o f .1 p u b l ic  e n t i t y .

5 as d'-r'ined in subd iv is ior. 'one • o f t h i s  se c t io n , w h i le a c t in g w i t h in  th e 

o s c o o p  o f h is p u b l ic  employment o r d u t ie s , but does not inc lude in inde- 

7 pendent c o n t r a c to r . Such term inc ludes a former emnlovee and an 

0 employee's es ta te o r j u d i c t a l l y  appo in ted person .i l re p re se n ta t iv e .

9 § 1601. A p p l ic a t io n . The p ro v is io n s o f th is  a r t i c l e  s h a l l a on ir to i l l

10 cla ims aga ins t any n u b l ic  e n t i t y  o r p u b l ic  employee fo r persona l in ju r y .

11 p rope r ty damage o r w rong fu l dea th , except fo r c la ims agatnst nr.v neb l i e

12 e n t i t y  or p u b l ic employee fo r damages because o t in iu r v  or death r ts u i . -

13 t i n "  from hea l th care o r trea tm en t rendered o r f a i l e d  to no rendered to

14 anv person.

15 § 1602. L i a b i l i t v  o f p u b l ic  e n t i t i e s  and p u b l ic employees l im i te d  to

16 equ i ta b le share o f judgment, fa ) No tw ith s ta nd in g any o th e r p ro v is io n s o f

17 law, when a judgment in an a c t io n fo r persona l in j u r y , p ro p e r ty damage
I *

18 or w rong fu l death is entered bv the in ju re d p a r ty aga in s t a p u b l ic  en-

19 t i t v  o r p u b l ic  employee, o r both and another p a r ty , the payment, i f  anv. 

20- bv the p u b l ic  e n t i t y  o r p u b l ic  employee to an in ju re d  p a r ty s h a l l not

21 exceed the equ i ta b le share o f the judgment recovered aga ins t such p u b l ic

22 e n t i t y  o r p u b l ic  employee, as determ ined in accordance w i th  the p ro v i -

23 sions o f se c t io n fou rteen hundred two o f th i s  chap te r , unless such in -

24 jured p a r tv has complied w.ith the requ irements se t f o r t h  in su b d iv is io n

25 fb i o f t h i s  s e c t io n . .•

26 (b) The public entity or public employee shall be liable t o ' p a v t h e

27 excess over and above the equitable share of the judgment recovered

'■ • • : . -3 7 - 11969-03-5

28 aga ins t such p u b l ic  e n t i t y  o r p u b l ic  employee on ly i t  the in ju re d  p a r tv
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1 has f i l e d  w i th  the, cou r t an i f f i d a v i t  upon n o t ic e to a l l  p a r t ie s  which

2 demonstrates and desc r ibes in d e t a i l the d i l i g e n t e f f o r t s  i t  has taker.

3 to exhaust those remedies a v a i la b le  and~which mav reasonably be a v a i la -

4 b le as determ ined he re in to  c o l l e c t such excess from the o the r pa r ty o r

5 p a r t ie s . Upon rev iew o f a l l  a f f i d a v i t s  subm it ted pursuant to th is  sub-

6 d iv i s i o n , the co u r t s h a l l de te rm ine whether anv fu r th e r e f f o r t s  must be

7 made be fo re the p u b l ic  e n t i t y  o r p u b l ic  employee s h a l l be reou ired to

8 pay the excess and s h a l l have the power to o rde r anv fu r th e r e f f o r t s

9 which i t  mav deem reasonab le and necessa ry . Anv pa r ty aga ins t whom y:dg-

10 ment has been ente red mav subm it an a f f i d a v i t  to the cou r t in connection

11 w i th  the fo rego in g procedures w i t h in  ten davs o f re c e ip t o f the in ju re d

12 p a r t y 's  a f f i d a v i t .  I f  an a f f i d a v i t  in o pp o s i t io n is f i l e d ,  the cou r t

13 s h a l l render i t s  de te rm ina t io n under th is  su b d iv is io n w i t h in  t h i r t y  days

14 o f subm ission o f a l l  a f f i d a v i t s .  I f no a f f i d a v i t  in oppo s i t io n is f i i e d .

15 the in lu re d  p a r tv s h a l l be deemed to have f u l f i l l e d  h is o b l ig a t io n s un-

16 der t h is  s u b d iv is io n .

17 I f  the in ju re d  p a r ty , a t the t ime o f an impleader a c t io n , cou ld have

18 sued a p a r tv who has been impleaded bv a p u b l ic  e n t i t y  fo r c o n t r ib u t io n

19 and in d em n i f ic a t io n and has f a i l e d  to do so. the p u b l ic e n t i t y  s h a l l not

20 be l i a b le  to nay the excess to the- in ju re d  p a r ty 'a t t r i b u t a b le  to such

21 imoleaded p a r ty  beyond the amount th a t the p u b l ic e n t i t y  has recovered

22 o r w i l l  recover as determ ined by the co u r t pursuant to th is  se c t io n from

23 such impleaded p a r ty in  accordance w i th  the requirements o f th is

24 s u b d iv is io n . ' : '

25 ( c l f 1), In the event the excess desc r ibed in su b d iv is io n (b l o f t h i s  

26; s’e c t io n exceeds' one hundred thousand d o l la r s  p lus any amounts th a t w i l l

27 be pa id from such excess to a l i e n  ho ld e r o r subrogee on account o f ex-

28 penses th a t are compensated in the judgment, the p u b l ic  e n t i t y  and pu-



1-.• blic "employee shall s a t i s f y -. their- liability for the amount over and
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3 above one hundrod thousand d o l la r s  by naving i r  in equal in s ta l lm e n ts

3 ove r a pe r io d o f f i v e  vears and upon such dares as the cou r t s h a l l

4 dete rm ine .• ’

5 (2 ; I f .  a t any time a f t e r  e n t ry o f judgment, a 'udgmer.c c r e d i t o r or 

o successor- in  in te r e s t can e s ta b l is h  th a t the con tinued payment o f the

7 judgment in  p e r io d ic  in s ta l lm e n ts w i l - t impose a ha rdsh ip , the cou r t mav,

8 in i t s  d is c r e t io n , o rde r th a t the remain ing payments o r a p o r t io n

9 th e re o f s h a l l be made to the judgment c r e d i t o r in a lump sum. The cou rt

10 s h a l l ,  be fo re en te r in g such an o rd e r , f in d  th a t : ! i !  u nan t ic ip a te d and

11 s u b s ta n t ia l o th e r needs have a r isen th a t wa rran t the payment o f the

12 remain ing payments, o r a p o r t io n  th e re o f , in a lump sum; I ' i i j  o rd e r in g

13 such a lump sum payment would no t imnose an unreasonable f in a n c ia l bu r-

14 den on the judgment deb to r o r deb to rs ; ( i i i )  o rd e r in g such a lump sum

15 payment w i l l  accomodate the fu tu re  needs o f the judgment c r e d i t o r ; and

16 ( i v ) o rd e r in g such a lumo sum payment would fu r th e r the in te re s ts  o f

17 ju s t i c e .
.1 *

18 (31 I f  a lump sum payment is ordered by the co u r t , such lump sum s h a l l

19 be ca lc u la te d on the bas is o f the present- va lue o f remain ing p e r io d ic

20 payments, or p o r t io n s th e re o f , th a t are converted in to  a lump sum

21 payment. The remain ing fu tu re  p e r io d ic  payments, i f  anv, s h a l l be

22 reduced a cco rd in g ly .

23 (d l Noth ing in th is  se c t io n s h a l l be construed to a f f e c t or impa ir any

24 r ig h t o f a p u b l i c - e n t i t y  o r p u b l ic  employee under se c t io n 15-1-08 o f the

25 •" genera l • ob i iga t ions ' laU". • • •

26 § I6b3. C o n t r ib u t io n  and in d em n i f ic a t io n . The l im i t a t i o n  se t fo r t h  in

27 th is  a r t i c l e  s h a l l app ly to any c la im fo r c o n t r ib u t io n  o r in d em n if ic a -

28 . t i o n , but s h a l l ; not in c l u d e : - •.••• ; v  •• •• r y ■ • • -V •



1 (a ) a c la im fo r in d em n i f ic a t io n  if - , p r i o r  to the a c c id e n t - o r occa r-

2 rence on which the c la im is based, the c la im an t and the p u b l ic  e n t i t y

3 had entered in to  a. w r i t t e n  co n t ra c t in which the p u b l ic  e n t i t y  had ex- 

. 4 p re s s lv agreed to indemn ify the c la im an t fo r the type o f loss su f fe re d ;

5 o r

6 fb ) a c la im fo r indem n if ic a c io n by a p u b l ic  employee, in c lu d in g indcm-

7 n i f i c a t i o n  pursuant t r  s e c t io n f i f t y - k  o f the genera l mun ic ipa l law or

8 se c t io n seventeen or e igh teen o f the p u b l ic  o f f i c e r s  law.

9 § 28. I f  any p ro v is io n  o f se c t io n twenty-seven o f th is  act s h a l l be

10 he ld to be in v a l i d  or in e f f e c t i v e  in whole o r in  p a r t o r in a p p l ic a b le  to

11 any person or s i t u a t io n , i t  is the purpose and in te n t o f se c t io n twen ty -

12 seven o f th i s  ac t th a t a l l  o th e r p ro v is io n s s h a l l be separa te and f u l l y

13 e f f e c t i v e  and the a p p l ic a t io n  o f any such p ro v is io n  to o th e r persons or

14 s i t u a t io n s  s h a l l not be a f fe c te d .

15 § 29. Section twenty-seven o f th is  act s h a l l not be construed to im-

16 p a i r , a l t e r ,  l im i t ,  mod ify , abrogate o r r e s t r i c t  any immunity o r r ig h t

17 o f in d em n i f ic a t io n  a v a i la b le  to or con fe rred upon any p u b l ic  e n t i t y  o r

18 p u b l ic  employee, o r to con fe r a r ig h t o f a c t io n  upon any person aga ins t

19 a p u b l ic  e n t i t y  or p u b l ic  employee; nor s h a l l any th ing in  se c t io n

20 twenty-seven o f t h i s  ac t be construed to impose l i a b i l i t y  on a p u b l ic

21 e n t i t y  or p u b l ic  employee fo r any neg l ig e n t o r w rong fu l ac t o r om iss ion .

22 § 30. The p ro v is io n s o f s e c t io n twenty-seven o f t h i s  ac t s h a l l no t ap-

23 p ly  to cla ims under the wo rke rs ' compensation law.

24 § .'31. The p ro v is io n s o f se c t io n twenty-seven o f t h i s  act s h a l l not be

25 construed to  a f f e c t the l im i t a t i o n  set fo r t h  in se c t io n twen ty -a o f the '

26 - co u r t o f •= claims. ac 'tV

27 § 32. Th is act s h a l l take e f f e c t immed ia te ly , p ro v id ed , however, th a t

.• - -40- •• , 11969-03-5



1 . ■ (a) s e c t io n - t h i r t e e n  o f th is  .act. s h a l l t a k e - e f f e c t on the f i r s t  day o f

2 A p r i l next succeeding the date on which- is s h a l l have become a law;

3 (b) se c t io n six teen- .o f th is  act s h a l l take e f f e c t January f i r s t ,

4 n ine teen hundred e ig h ty - s i x ;

5 (c) se c t io n s f i f t e e n  and s ix teen o f th is  ac t s h a l l app ly to a l l  p o l i -

6 c ies issued o r renewed on or a f t e r January f i r s t ,  n ine teen hundred

7 e ig h t y - s i x ; and

8 (d) se c t io n s tw e n ty -s ix , twenty-seven, tw e n ty -e ig h t , tw en ty -n in e ,

9 t h i r t y  and th i r t y - o n e  o f th is  act s h a l l take e f f e c t February f i r s t ,

10 n ine teen hundred e ig h ty - s ix  and s h a l l app ly to a l l  a c t io n s or proceed-

11 ings in s t i t u t e d  on o r a f t e r i t s  e f f e c t i v e  date .

• -41-. . 11969-03-5
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B l  L L  S H E F F I E L D
G O V E R N O R

S t a t e  o f  A l a s k a

O F F I C E  O F  T H E  G O V E R N O R

Ju n e a u

Februa: ̂ ... r 1986

The Honorable Don Bennett 
President of the Senate 
Alaska State Legislature 
Pouch V
Juneau, AI< 99811 

Dear Senator Bennett:

Under the authority of art. Ill, sec. 18, of the Alaska 
Constitution, I am transmitting a bill relating to the 
electric cooperative and telephone cooperative taxes.

This bill will amend AS 10.25.540 to expressly authorize 
the Department of Revenue to use standard tax assessment 
and collection procedures in enforcing the electric co­
operative and telephone cooperative taxes. At the present 
time, this section does not expressly provide for the levy 
of penalties or interest if the taxpayer fails to file a 
return or pay the tax on time. Without this change, there 
is little incentive for a taxpayer to comply with this tax 
statute. This bill will correct that problem, and I urge 
your support.

Sincerely,

Governor



STATE OF ALASKA 1086 LEGISLATIVE SESSION
FISCAL NOTE

Rev is ion Date

REQUEST
B i l l /R e s o lu t io n  No: 3 7 7 -0 5 2 -8 6  
T i t l e :  Amend e l e c t r i c  and te lephone
coope ra t iv e tax__________________________
Sponsor: G ove rno r_______________________
Requestor: Senate Rules__________________ *
Date o f Request: December 31. 1985_____

FISCAL DETAIL
Agency A f fe c te d : Department o f Revenue 
BRU:A u d i t A dm in is t ra t io n ________________

Components:
A u d i t D iv is io n  ________________________

EXPENDITURES/REVENUES: (Thousands o f D o l la r s )

OPERATING
I FY 86 1 FY 87 I FY 88 I FY 89 I FY 90 1 FY 91
J__________ I________I_________I_________ 1_________I______

100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 SUPPLIES
500 EQUIPMENT
600 LANDS & STRUCTURES
700 GRANTS, CLAIMS
800 MISCELLANEOUS

TOTAL OPERATING

| -0- 
| -0- 
| -0- 
| -0- 
| -0- 
| -0- 
| -0- 
| -0- 
I -o-

| -0- 
| -0- 
| -0- 
| -0- 
| -0- 
| -0- 
| -0- 
| -0- 
I -0-

| -0- 
| -0- 
| -0- 
| -0- 
| -0- 
| -0- 
| -0- 
| -0- 
I -0-

| -0- 
| -0- 
| -0- 
| -0- 
| -0- 
| -0- 
| -0- 
| -0- 
I -0-

| -0- 
| -0- 
| -0- 
| -0- 
| -0- 
| -0- 
| -0- 
| -0- 
I -0-

-0-
-0-
-0-
-0-
-0-
-0-
-0-
-0-
-0-

1 CAPITAL | - 0 - 1 - o -  I - 0 - | - 0 - | - 0 - | - 0 -

1 REVENUE .1 - e - 1 - 0 -  I - 0 - | - 0 - | - 0 - | -0 -

FUNDING: (Thousands o f D o l la rs )
| GENERAL FUND | - 0 - 1 - 0 -  1 - 0 - | - 0 - | - 0 - | - 0 -
| FEDERAL FUNDS | - 0 - 1 - 0 -  1 - 0 - | - 0 - | - 0 - | - 0 -
| OTHER | - 0 - 1 - 0 -  1 - 0 - | - 0 - | - 0 - | - 0 -
1 TOTAL 1 - 0 - 1 - 0 -  1 - 0 - | - 0 - | - 0 - | - 0 -

POSITIONS:
| FULL-TIME | - 0 - 1 - 0 -  1 - 0 - | - 0 - | - 0 - | - 0 -
| PART-TIME | - 0 - 1 - 0 -  1 - 0 - | - 0 - | - 0 - | - 0 -
1 TEMPORARY 1 - 0 - 1 - 0 -  I - 0 - | - 0 - 1 - 0 - | - 0 -

ANALYSIS: Th is b i l l  adopts the standard assessment and c o l l e c t i o n  procedures f o r  the
e le c t r i c  and te lephone coope ra t ive ta x , and w 
in c lu d e p en a l ty and in t e r e s t p ro v is io n s o

/)
Prepared By: M a r t in  J. Rich^i 
D iv is io n : A u d i t D iv i s io n X  / I X

Approved b> Commissioner 
Agency: Revenue

D is t r i b u t i o n  (by Agency p r e p a r in g ' f i s c a l n o te ) : 
L eR is la t iv e  Finance 
L e g is la t i v e  Sponsor 
Requestor
O f f ic e  o f Management and Budget 
Impacted Agency(ies)

a l l ^ w  the Department o f Revenue to 
.05*d.n i t s  a dm in is t r a t io n  o f the ta x law

n o v o  1 a  f  ‘I
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University of Alaska

Risk Management Collateral Fund

Collateral Fund:

Pool of m o n e y  for p a y m e n t  of large uninsured claims.

Benefits:

Provides security to excess carriers.

Alternative to purchase of high cost primary coverage. 

Alternative to c a m p u s  assessments for large losses. 

Provides annual investment income. t*f ■ *

Characteristics:

Limited access to only large specified claims.

Reimbursement requests on a specific claim basis.

Investment earnings available for reimbursement of 

claims or expansion of the fund.

BACK UP INFORMATION



University of Alaska

Risk M a n a g e m e n t  Collateral Fund 
HB-531/SB-399

19B6 Bisk Management Problems:

• Premiums have increased for primary layers of coverage.

• Selected primary and excess coverages are not available.

Effect on University of Alaska
• The University must respond to increased costs by:

- Increasing deductible levels
- Decreasing limits of insurance coverage
- Deleting of selected insurance coverages
- Limiting funds available for loss prevention
- Assessing campus instructional programs for losses

• The University must thus assume greater loss liability, meaning:
- Specific exposures and coverages are uninsured
- Budget instability due to large uninsured eiposures
- Wide fluctuation in annual loss levels
- Decreased ability to forecast loss levels
- Inability to settle claims promptly once funds are depleted

Risk Management Collateral Fund Characteristics:

• Nonlapsing collateral fund held by Department of Revenue
• Pays for uninsured losses in excess of self-insured levels
• Used for liability and property losses
• Legislature may replenish fund as necessary
• Independent actuarial determination of loss assumption levels used 

each year by Department of Administration and University
• Annual reporting of activity to OMB and Legislative Budget it Audit

Benefits of Fund:

• Provides alternative to high-cost primary coverage
• Provides security to excess insurance carriers
• Provides budget stability

- Funds large uninsured claims
- Funds eicluded coverages above self-insurance levels
- Limits annual loss levels in operating budget

• Provides funding for prompt settlement of claims
• Provides alternative to campus assessment or deficits
• Investment earnings accrue to state instead of insurance companies



University of Alaska 
Schedule of Unplaced Insurance Coverage

(Excluding Workers’ Compensation Coverage)

Property:
Primary $ 10 Mil 

$30 Mil excess of $ 10 Mil 

$30 Mil excess of $40 Mil

Casualty:
Primary $5 Mil (Placed 8/1 /85) 

$5 Mil excess of $5 Mil 1 0 0 %

$40 Mil excess of $10 Mil 

$50 Mil excess of $50 Mil

July 1 A u g  1 Novi

1585 1585 1085
(% Not PI ̂ ced)

1 8 %

6 7 S

7 4 S

1 0 0

7 5
0 7

1 0 ®

1 8 %

5 8 %
2 7 ®<*

2 0 ®a

1 3 %

2 0 ®c

r*

Aggregate (Stop Loss): 
$2 Mil 5 0 %  - 5 0 % 5 0 %

Board Errors and Omissions:
$1 Mil 1 0 0 %  1 0 0 %  1 0 0 %

Medical Malpractice:
$1 M U

Environmental Impairment:
$1 Mil

1 0 0 %  1 0 0 %  1 0 0 %

1 0 0 %  1 0 0 %  1 0 0 %



University of Alaska
FY87 Risk Management 

Cost Projections
(Excluding Workers’ Compensation Coverage)

L o w  High  Forecast

Sources of funds:

State General F u n d  5 910.4 $ 910.4 $ 9 1 0 . 4

Expenditures:

P r e m i u m s

Claims

Loss prevention 

Other

1,358-6

739.7

48.7

48.3.

1,594.9 

1 ,2 3 0 . 0  
48.7 

_ 8 M
t

1.476.8

1.034.8 

48.7 

50.1

Total 2,245.4 Z S M A 2,610.4

Deficiency .(.$±,.3.35-0} (.$2 ,0 5 0 ,0 !

0
1

00t"-■

P r e m i u m  increase rate ± 5 % 3 5 % 2 5 %

Loss confidence level 8 0 S 2 5 % 5 Q S



University of Alaska 
FY87 Risk Management Loss Projections

(Excluding Workers' Compensation Coverage)

Confidence Loss
Level Projection
80% $789.7
70% $889.6
50% $1,034.8
25% $1,230.0
10%

t

' $1,425.1

Confidence level - assurance that actual 
losses will meet or exceed loss projection



G e n e r a l  L i a b i l i t y  P r e m i u m  C o s t  

P e r  L a y e r  o f  C o v e r a g e

U n i v e r s i t y  o f  A l a s k a

$ 1 0 0  M U Total $ 3 9 7 . 6

$ 5 0  Mil

$ 1 0  Mil

$ 5  Mil

i

$ 5 0  M i l  e x c e s s  o f  $ 5 0  M i l  

$ 1 0 0  P e r  M i l l i o n

$ 4 0  M i l  e x c e s s  o f  $ 1 0  M i l  

$ 7 5 0  P e r  M i l l i o n

$ 5  M i l  e x c e s s  o f  $ 5  M i l  

$ 9 , 0 0 0  P e r  M i l l i o n

P r i m a r y  $ 5  M i l  

$ 6 3 , 2 5 0  P e r  M i l l i o n

■m

$5-0

$30.0

$45-0

$ 3 1 7 . 6

C o v e r a g e P r e m i u m
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U n i v e r s i t y  of A l a s k a

FY87 Risk Funding Plan

$ 1 0 0  Mil

Uninsured

/N/V'X
/V'V'X

$ 5 - 0  M i l

Excess 
Insurance 
(Purchased 
to extent 
possible)

Uninsured

A / v \
A A A

Risk Management Collateral 
Fund

$ 0 . 3  M i l

$1.5 Mil

£

Unin­
sured

$4 Mil

/v  i  « / \  jt% 'v r
l ji c q  u c n c  y _w
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FY87 Risk Funding Plan
U n d e r  H B - S 3 1  / S B - 3 9 9

U n i v e r s i t y  o f  A l a s k a

$ 1 0 0  Mil

U n i n s u r e d

, ; X V \
/ w \

E x c e s s  

I n s u r a n c e  

( P u r c h a s e d  

t o  e x t e n t  

p o s s i b l e )

U n i n s u r e d

$5.0 Mil

$2.8 Mil

A A A

/n^ n/x  R i s k  M a n a g e m e n t  C o l l a t e r a l  

$0.3 Mil | i F u n d

U n i n ­

s u r e d

$1.5 Mil $4 Mil

T o t a l  c l a i m s
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FY87 Risk Funding Plan
Without H B - 5 3 1  / S B - 3 9 9

U n i v e r s i t y  o f  A l a s k a

$ 1 0 0  Mil

U n i n s u r e d

/ v \ / \

Excess 
Insurance 
(Purchased 
to extent 
possible)

Uninsured >

$5-0 Mil

/ s / v \

Primary
Insurance

$0.3 Mil

Self-Insured

Uninsured

$1.5 Mil

T o t a l  c l a i m s
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FY85 Risk Funding Plan
( P r i o r  t o  1 9 8 5  C r i s i s )

U n i v e r s i t y  o f  A l a s k a

/\/\/\

$5-0 Mil

/ W \

$0.3 Mil

E x c e s s

I n s u r a n c e

P r i m a r y  

I n s u r a n c e

S t o p  L o s s  

C o v e r a g e

S e l f - I n s u r e d

$1.5 Mil $2.0 Mil

T o t a l  c l a i m s  -



STATUTES FOR SB 399

AS37.07.080 DOCUMENT 
CHAPTER = 37.07 
SECTION = 37.07.080 
TITLE = 37
HEADINGS TITLE 37.

P u b l ic Finance.
CHAPTER 074 
Execu t ive Budget Ac t.

CITATION Sec. 37.07 .080.
CATCH LINE

PROGRAM EXECUTION.
TEXT (a) Except as l im i t e d  by p o l i c y  dec is ions o f the governor,

a p p ro p r ia t io n s by the le g i s l a t u r e , and 'th e r p ro v is io n s o f law, 
the seve ra l s ta te  agencies have f u l l  a u th o r i t y  f o r  adm in is te r in g 
t h e i r  program se rv ic e assignments and are respons ib le f o r t h e i r  
p rope r management.

(b) Each s ta te  agency s h a l l prepare an annual p lan f o r the 
ope ra t io n o f each o f i t s  assigned programs except f o r  programs 
th a t are exempted from t h i s  requ irement by the o f f i c e .  The 
ope ra t io ns p lan s h a l l be prepared in  the form and con ten t and be 
tra n sm it te d on the date p re sc r ib ed by the o f f i c e .

(c) The o f f i c e  s h a l l
(1) rev iew each ope ra t ions p lan to determ ine th a t i t  is  

c o n s is te n t w i th  the p o l i c y  dec is ion s o f the governor and 
a pp ro p r ia t io n s by the le g i s l a t u r e , th a t i t  r e f l e c t s  proper 
p lann ing and e f f i c i e n t  management methods, th a t 
a pp ro p r ia t io n s have been made f o r  the planned purpose and 
w i l l  no t be exhausted be fo re the end o f the f i s c a l yea r;

(2) approve the ope ra t ions p lan i f  s a t i s f i e d  th a t i t  
meets the requ irements under (1) o f t h i s  subsec t ion ; 
o th e rw ise , the o f f i c e  s h a l l re q u i re  r e v is io n  o f the 
ope ra t io n s p lan in  whole o r in  p a r t .
(d) No s ta te  agency may inc rease the sa la r ie s o f i t s  

employees, employ a d d i t io n a l employees, o r expend money o r in c u r 
o b l ig a t io n s except in  accordance w i th  law and p ro p e r ly approved 
ope ra t io ns p lan .

(e) T rans fe rs o r changes between ob je c ts o f expend itu res or 
between a l lo c a t io n s  may be made by the head o f a s ta te  agency 
upon approva l o f the o f f i c e . No t ra n s fe r s  may be made between 
app ro p r ia t io n s except as p rov ided in  an ac t making the t ra n s fe r s 
between a p p ro p r ia t io n s .

( f )  The o f f i c e  s h a l l re p o r t q u a r te r l y  to the governor and 
the le g i s la tu r e  on the ope ra t io n s o f each s ta te  agency, r e la t i n g



r  «

HISTORY

a c tu a l accomplishments to those planned and m od ify in g , i f  
necessary, the ope ra t io ns p lan o f any agency fo r the balance o f 
the f i s c a l yea r.

(g) The governor may d i r e c t the w i th h o ld in g  o r re d u c t io n o f 
app ro p r ia t io n s to a s ta te  agency a t any time du r ing the f i s c a l 
yea r on ly i f  the governor determ ines th a t

(1) the planned expend itu res can no longe r be made due 
to fa c to r s  ou ts id e the c o n t r o l o f the s ta te  which make the 
expend itu re f a c t u a l l y  im poss ib le ; o r

(2) estimated re c e ip ts  and su rp luses w i l l  be 
in s u f f i c i e n t to p ro v id e f o r  a p p ro p r ia t io n s .
(h) The inc rease o f an a p p ro p r ia t io n  item based on 

a d d i t io n a l fe d e ra l o r o th e r program re c e ip ts  no t s p e c i f i c a l l y  
app rop r ia ted by the f u l l  le g i s l a t u r e  may be expended in 
accordance w i th  the fo l lo w in g  procedures :

(1) the governor s h a l l subm it a re v is ed program to the 
L e g is la t i v e  Budget and A u d i t Committee f o r  rev iew ;

(2) 45 days s h a l l elapse be fo re commencement o f 
expend itu res under the rev ised program unless the L e g is la t i v e  
Budget and Aud it Committee e a r l i e r  recommends th a t the s ta te  
take p a r t in  the fe d e r a l l y  o r o the rw ise funded a c t i v i t y ;

(3) should the L e g is la t i v e  Budget and Aud it Committee
recommend w i t h in  the 45-day pe r io d th a t the s ta te  not
i n i t i a t e  the a d d i t io n a l a c t i v i t y ,  the governor s h a l l again 
rev iew the rev ised program and i f  the governor determ ines to 
au tho r is e the expend itu re , the governor s h a l l p ro v id e the 
L e g is la t i v e  Budget and A u d i t Committee w i th  a sta tement o f 
the gove rno r 's reasons be fo re commencement o f expend itu res 
under the rev ised program.

(Sec. 1 ch 188 SLA 1970; am secs. 1-3 ch 26 SLA 1976; am secs.
2, 3 ch 74 SLA 1977; am secs. 4, 5 ch 60 SLA 1979; am secs. 9-12
ch 63 SLA 1983)



Official Business

JXlctska Jitaie L̂egislature
Sena te

Committee on £a&or &  C omm er'e Pouch V 
State Capitol 

Juneau, Alaska 99811

SB 399: SUMMARY

SB 399 would allow the legislature to appropriate funds to 
establish a non-lapsing risk management collateral fund for 
the University of Alaska to cover uninsured losses. After the 
fund is established the legislature would be able to 
appropriate earnings from temporary investments from the fund, 
restore funds spent on claims and reappropriate recoveries 
from losses to the fund. The Department of Administration and 
University of Alaska would set loss assumption levels. The 
Department of Administration would be required to submit a 
yearly report on activities and expenditures to the Office of 
Management and Budget and to the Legislative Budget and Audit 
Committee.



February 24, 1986 HOUSE JOURNA 
SUPPLEMENT

/
No. 90

r C REQUEST ?age 1 of 2
BilL'Resolution No.: HB531
Ti t le : £ s t a h l  i s h i n n  R i s k  M a n a g e m e n t  
C o l l a t e r a l  F u n d  f o r  U n i v e r s i t y  o f  
A l a s k a  , e d .

S t e r n e r : Du i . c a n
Requestor:__
Date of Request:.

FISCAL DETAIL
HR 531

Revision D ate :

AgencyAlTected: University of Alaska BrtU. Statewide Programs ana tc-rvices

Components

EXPENDITURES/REVENUES (Thousands of Dollars!
OPERATING FY 86 | FY  87 FY  88 FY 39 FY 90 FY 91

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
StTPUES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING

c
CA P I T A L I 2.500.0

REVENUE

FUNDING (Thousands o( Dollars)
GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

7 . 5 0 0 . 0

_______
POSITIONS
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS : Anach a separate page if necessary
S e e  a t t a c h e d

Prepared ay: 
Division: _

B r i a n  R o o e r s ____________
U n i v e r s i t y  o f  A l a s k a

c
Approved by Commissioner: AAgency: University of Alaska v

Phone : ^ £ 7 W 5 9 3

Date: JZHZHEZZ
■n.,. 2/19/86
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No. 90 HOUSE JOURNAL 
'UPPLEMENT February 24, 1986

HB 531

For Bill/Resolution No. HB 531 Page 1 of 2 c
T h i s  b i l l  e s t a b l i s h e s  a  R i s k  M a n a g e m e n t  C o l l a t e r a l  F u n d  i n  t h e  g e n e r a l  f u n d .
T h e  f u n d  i s  t o  b e  u s e d  t o  p a y  f o r  u n i n s u r e d  l o s s e s  a t  t h e  U n i v e r s i t y  o f  A l a s k a  
i n  e x c e s s  o f  p r e - e s t a b l i s h e d  l o s s  a s s u m p t i o n  l e v e l s .  T h e  l o s s  a s s u m p t i o n  l e v e l s  
a r e  t o  b e  d e t e r m i n e d  a n n u a l l y  b y  t n e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n  a n d  t h e  
U n i v e r s i t y  o f  A l a s k a  b a s e d  o n  i n d e p e n d e n t  a c t u a r i a l  a s s u m p t i o n s .

C r e a t i o n  o f  a  r i s k  m a n a g e m e n t  c o l l a t e r a l  f u n d  w a s  r e c o m r e n d e d  t o  t h e  U n i v e r s i t y  
b y  C o r r o o n  a n d  B l a c k  C o r p o r a t i o n ,  t h e  S t a t e ' s  r i s k  m a n a g e m e n t  c o n s u l t a n t s .
T h e i r  p r o p o s a l  c o n s i d e r e d  t h e  p r i m a r y  l a y e r  o f  g e n e r a l  l i a b i l i t y  i n s u r a n c e ,  
t h e  $ 4 . 7  m i l l i o n  i n  c o v e r a g e  b e t w e e n  $ 3 0 0 , 0 0 0  a n d  $ 5  m i l l i o n .  T h i s  c o v e r a g e  
c u r r e n t l y  c o s t s  t h e  U n i v e r s i t y  $ 3 1 7 , 5 0 0  a n n u a l l y .  C o r r o o n  a n d  B l a c k  r e c o m m e n d e d  
a n  i n i t i a l  a p p r o p r i a t i o n  t o  t h e  f u n d  " i n  t h e  r a n g e  o f  $ 2 . 5  -  S 5 . 0  m i l l i o n . "  Th e  
U n i v e r s i t y  i s  r e q u e s t i n g  e s t a b l i s h m e n t  o f  t h e  f u n d  a t  t h e  l o w e r  e n d  o f  t h i s  
r a n g e .  A l s o  c o v e r e d  b y  t h e  f u n d  w o u l d  b e  l o s s e s  i n  o t h e r  l i n e s  o f  i n s u r a n c e ,  
o r  i n  a r e a s  n o t  c o v e r e d  b y  i n s u r a n c e  c o m p a n i e s .

C o o p e r s  a n d  L y b r a n d ,  c e r t i f i e d  p u b l i c  a c c o u n t a n t s ,  g a v e  p r e l i m i n a r y  e s t i m a t e s  
t o  t h e  U n i v e r s i t y  b a s e d  o n  i n s u r a n c e  i n d u s t r y  s t a t i s t i c s  a n d  e s t i m a t e s .  T h e  
a c t u a r i a l  a s s u m p t i o n s  u s e d  f o r  t h i s  f i s c a l  n o t e  s h o u l d  b e  r e v i s e d  p r i o r  t o  t h e  
b e g i n n i n g  o f  t h e  f i s c a l  y e a r ,  b u t  w i l l  h a v e  l i t t l e  e f f e c t  o n  t h e  s i z e  o f  t h e  
f u n d .  A s s u m i n g  t h a t  t h e  r i s k  m a n a g e m e n t  c o l l a t e r a l  f u n d  p r o v i d e s  c o v e r a a e  f o r  
c l a i m s  o f  u p  t o  $ 5  m i l l i o n ,  t h e  e s t i m a t e d  r e t a i n e d  l o s s  f o r  f i s c a l  y e a r  1 9 9 7  
i n  g e n e r a l  l i a b i l i t y  w o u l d  b e  $ 2 , 1 1 9 . 3 .  F o r  a u t o  l i a b i l i t y ,  t h e  e s t i m a t e d  
r e t a i n e d  l o s s  w o u l d  b e  $ 7 6 . 4 .  R e t a i n e d  l o s s e s  f o r  p r o p e r t y  i n s u r a n c e  w e r e  n o t  
c a l c u l a t e d  b y  C o o p e r s  a n d  L y b r a n d .

c
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P o s i t i o n  P a p e r  
S B  3 9 9

S B  3 9 9  e s t a b l i s h e s  a r i s k  m a n a g e m e n t  c o l l a t e r a l  f u n d  f o r  t h e  U n i v e r s i t y  o f  
A l a s k a .  T h i s  f u n d  w i l l  b e  u t i l i z e d  t o  p a y  u n i n s u r e d  p r o p e r t y  a n d  c a s u a l t y  
c l a i m s  e x c e s s  o f  e s t a b l i s h e d  l o s s  a s s u m p t i o n  l e v e l s .

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

T h e  b i l l  a s  p r o p o s e d  r e q u i r e s  t h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n  t o  s u b m i t  a n  
a n n u a l  r e p o r t  o n  t h e  a c t i v i t y  o f  t h e  f u n d .  T h i s  r e q u i r e m e n t  a d d s  a n  i n s i g n i f ­
i c a n t  a d m i n i s t r a t i v e  t a s k ,  w i t h  n o  f i s c a l  i m p a c t ,  o n  t h e  d e p a r t m e n t .

T h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n  s u p p o r t s  t h e  p r o p o s e d  l e g i s l a t i o n .

f D o n a l d H i t c h c o c k ,  D i r e c t o r  
D i v i s i o n / o f  R i s k  M a n a g e m e n t

D a t e

D a t e
D e p a r t m e n t  o f  A d m i n i s t r a t i o n

r
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CHAIRMAN'S INFORMATION: SB 399

1) BILL TITLE: "An act establishing the risk management
collateral fund for the university of 
Alaska; and providing for an effective date."

a) Introduced: Sen Fahrenkamp

b) Co-sponsors:

2) INTENT: This measure authorizes the Legislature to
appropriate funds to establish a non lapsing risk 
management collateral fund for the U of A to 
cover uninsured losses.

FISCAL NOTE: $2,500,000 appropriation; U of A is only looking 
for enabling legislation at this time, and would 
defer on the appropriation until the state has 
the bucks.

3) ADDITIONAL REFERRALS: Finance and Rules

4) PUBLIC HEARINGS:

a) Sponsor:

b) Public Witnesses:

5) BILL ACTION:

a) Hold in committee?
b) Assign to sub committee for further review?
c) Move from committee?
d) Close public hearings?

6) COMMITTEE ACTION?

a) amendments?
b) CS adoption?
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^ l a s k a  ^ l e g i s l a t u r e
Senate

Committee on £aSor &  Commerce pouch v
State Capitol 

Juneau, Alaska 99811

CSSB 404 Sectional Analysis

Section 1) Makes an exception in the fictitous group statutes 
for municipalities, school districts, and REAAs so that groups 
of them covered by a group workers compensation policy need 
not have a constitution or bylaws.

Section 2) Exempts joint arrangements formed under section 12 
of the draft from the prohibition against "fictitous groups" 
that are formed for the purpose of insurance.

Section 3) Changes terminology to reflect other changes in 
the bill.

Section 4) Shifts the exceptions currently found in the AS
21.36.300 (repealed in the bill) to AS 21.36.210(d).

Section 5) Shifts the substance of AS 21.36.210 (e)
(repealed in the bill) to AS 21.36.210(f) by inserting the
term "personal insurance"; "personal insurance" is defined in 
section 11 of the bill to cover the types of insurance 
formerly described in AS 21.36.210(e).

Section 6) Provides for a 20 day notice period for 
cancellation of personal insurance except in cases of non 
payment of premium, for which there is a 10 day notice period.

Section 7) Provides for a 60 day notice period for the 
cancellation of business or commercial insurance except in 
cases of nonpayment of premium, for which there is a 10 day 
notice period.

Section 8) Requires the return of unearned premium within 30 
days after notice if business or commercial insurance is 
cancelled.

Section 9) Provides for a 20 day notice of non renewal of 
personal insurance and a 60 day notice of nonrenewal of 
business and commercial insurance.

SECTIONAL ANALYSIS



Section 10) Makes technical changes to conform to other 
amendments.

Section 11) Definitions

Section 12) 21.76.010 Authorizes joint insurance
arrangements by municipalities, school districts, and REAAs. 
Allows group self insurance only for property insurance. 
Allows purchase of coverage on a group basis for the types of 
insurance not described in (c) (1) and (2).

21.76.020 Exempts joint insurance arrangements from 
regulation by the Director of the Division of Insurance.

21.76.030 Prescribes the types of provisions that must be 
contained in agreements that set up joint insurance 
arrangements.

21.76.040 Prescribes the financial provisions that must be 
contained in agreements that set up joint insurance 
arrangements, including a requirement for an annual audit.

21.76.050 Allows the board of directors of a joint insurance 
arrangement to contract with someone to run the arrangement

21.76.060 Allows the directors to delegate the power to 
settle claims on behalf of a joint insurance arrangement.

21.76.070 Allows a joint insurance arrangement to obtain 
excess insurance.

21.76.080 Requires a joint insurance arrangement to establish 
a fund to receive contributions from members and to pay out 
claims or other expenses, depending on the type of 
arrangement.

21.76.090 Requires the filing of the agreement establishing a 
joint insurance arrangement.

21.76.100 Provides that the agreement may allow the board of 
directors to adopt regulations for the operation of the 
arrangement.

21.76.110 Gives subrogation rights to a joint insurance 
arrangement.

21.76.900 Definitions.



Section 13) Exempts joint insurance arrangements from a 
general requirement that insurers for workers compensation 
must join in the assigned risk pool.

Section 14 and 15) Exempts joint insurance arrangements from 
laws that currently already exempt reciprocals composed of 
municipalities.

Section 16) repeals sections dealing with the cancellation of 
insurance policies in order to correspond to other sections in 
the bill to which substance of these sections was transferred.

Section 17) Effective date.
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S B  4 0 4 :  " A n  A c t  r e l a t i n g  t o  i n s u r a n c e ,  a u t h o r i z i n g  j o i n t  i n s u r a n c e
a r r a n g e m e n t s ,  r e p e a l i n g  a  p r o h i b i t i o n  a g a i n s t  c e r t a i n  t y p e s  o f  
g r o u p  i n s u r a n c e ,  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

T h i s  l e g i s l a t i o n  a l l o w s  m u n i c i p a l i t i e s ,  s c h o o l  d i s t r i c t s  a n d  R e g i o n a l  
E d u c a t i o n a l  A t t e n d a n c e  A r e a s  t o  e s t a b l i s h  j o i n t  i n s u r a n c e  a r r a n g e m e n t s  f o r  
g r o u p  a s s u m p t i o n  o f  l o s s e s  o r  g r o u p  p u r c h a s e  o f  i n s u r a n c e  c o v e r a g e .

T h i s  b i l l  e f f e c t i v e l y  a l l o w s  s e l f  i n s u r a n c e  b y  g r o u p s  o f  m u n i c i p a l i t i e s ,  
s c h o o l  d i s t r i c t s  a n d  R e g i o n a l  E d u c a t i o n a l  A t t e n d a n c e  A r e a s .  T h i s  i s  
p r o b a b l y  a  r e a s o n a b l e  a c t i o n  p r o v i d e d  t h e  p a r t i e s  t o  t h e  g r o u p i n g  a r e  f u l l y  
a w a r e  o f  t h e  i m p l i c a t i o n s  o f  t h a t  a c t i o n ,  a n d  t h e  D i v i s i o n  o f  I n s u r a n c e  h a s  
n o  r e g u l a t o r y  r e s p o n s i b i l i t y  f o r  t h o s e  g r o u p s .

M a r k e t s  a r e  c u r r e n t l y  a v a i l a b l e  f o r  w o r k e r s  c o m p e n s a t i o n ,  a n d  g r o u p  
p u r c h a s e  i s  p o s s i b l e  t h r o u g h  a  s a f e t y  g r o u p .  We v i e w  i n c l u s i o n  o f  w o r k e r s '  
c o m p e n s a t i o n  i n  t h i s  b i l l  a s  a  r e d u c t i o n  o f  t h e  p r o t e c t i o n s  b u i l t  i n t o  t h e  
s y s t e m  f o r  t h e  b e n e f i t  o f  t h e  i n j u r e d  w o r k e r .  I n s u r e r  f i n a n c i a l  r e g u ­
l a t i o n ,  1 0 0 %  b a c k u p  b y  t h e  A l a s k a  I n s u r a n c e  G u a r a n t y  A c t ,  r a t e  r e g u l a t i o n ,  
a n d  m o r e  a c c r u e  t o  a s s u r e  t h a t  t h e  i n s u r e r  m e e t s  i t s  o b l i g a t i o n s  i n  a  
t i m e l y  f a s h i o n .  We b e l i e v e  t h a t  t h a t  a c t i o n  i s  u n n e c e s s a r y  f o r  w o r k e r s '  
c o m p e n s a t i o n  i n s u r a n c e .

T h i s  b i l l  r e p e a l s  t h e  f i c t i t i o u s  g r o u p  s t a t u t e .  T h a t  s t a t u t e  i s  i n t e n d e d  
t o  a v o i d  u n f a i r l y  d i s c r i m i n a t o r y  r a t e s .  We h a v e  n o  p r o b l e m  w i t h  r e m o v i n g  
t h e  e n t i t i e s  i m p a c t e d  b y  t h e  j o i n t  i n s u r a n c e  a r r a n g e m e n t  f r o m  t h a t  l a w ,  
e x c e p t  f o r  w o r k e r s  c o m p e n s a t i o n ,  b u t  t h e  l a w  s h o u l d  n o t  b e  r e p e a l e d .

We r e c o m m e n d  t h a t  S e c t i o n  5  o n  p a g e  7 ,  w h i c h  r e p e a l s  A S  2 1 . 3 6 . 1 9 0 ,  b e  
a m e n d e d  t o  r e a d :

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

( e )  E x c e p t  a s  p r o v i d e d  i n  ( d ) ( 2 ) - ( 4 )  o f  t h i s  s e c t i o n ,  t h i s  s e c t i o n  
d o e s  n o t  a p p l y  t o  c o v e r a g e  p u r c h a s e d  t h r o u g h  a  j o i n t  i n s u r a n c e  a r r a n g e m e n t  
f o r m e d  u n d e r  A S  2 1 . 7 6 .

A l s o  o n  p a g e  1 ,  l i n e  2 3 ,  a f t e r  " d i s a b i l i t y , "  i n s e r t  t h e  w o r d s  " w o r k e r s '  
c o m p e n s a t i o n . "

L o r e n  R .  L o u n s & J r ^ J '  C o m m i s s i o n e r  
D e p a r t m e n t  o f  C o m m e r c e  &  E c o n o m i c  

D e v e l o p m e n t

D a t e :

POSITION PAPER
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Letter of Intent for CSSB 404 (L&C)

It is the intent of the Senate Labor and Commerce Committee 
that the Division of Insurance urge both domestic and foreign 
insurance companies, conducting business in the state, to 
write insurance policy contracts in comprehensible, "layman's" 
language.



CHAIRMAN'S INFORMATION: CSSB 404 (L&C)

1) BILL TITLE: "An act relating to insurance; authorizing 
joint insurance arrangements; repealing a 
prohibition against certain types of group 
insurance; and providing for an effective 
date." N.B. L&C CS has a title change 
which will need to be moved when we adopt CS 
for discussion purposes.

The new Title reads: "An act relating to
cancellation and nonrenewal of insurance; 
authorizing joint insurance arrangements; 
and providing for an effective date."

We also have a letter of intent on "easy 
read contracts" which must be adopted.

a) Introduced: By Sen Josephson

b) Co-sponsors:

2) INTENT: This measure, (CS), has been expanded to include 
more strict requirements on cancellation notices 
for insurance policies, as well as time certain 
dates for the return of unearned premium on 
business and commercial insurance.

The bill also authorizes "joint insurance 
arrangements" (group insurance pools) for 
municipalities, school districts, and REAA's 
for property insurance.

FISCAL NOTE: Not received

3) ADDITIONAL REFERRALS: Finance, Rules

4) PUBLIC HEARINGS:

a) Sponsor:

b) Public Witnesses:



BILL ACTION:

a) Hold in committee?
b) Assign to sub committee for further review?
c) Move from committee?
d) Close public hearings?

COMMITTEE ACTION?

a) amendments?
b) CS adoption? Need to adopt the Senate L&C CS and the

title change;
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Letter of Intent for CSSB 404 (L&C)

It is the intent of the Senate Labor and Commerce Committee 
that the Division of Insurance urge both domestic and foreign 
insurance companies, conducting business in the state, to 
write insurance policy contracts in comprehensible, "layman's" 
language.



B Y  T H E  L A B O R  A N D
I N  T H E  S E N A T E  C O M M E R C E  C O M M I T T E E

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

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

F O U R T E E N T H  L E G I S L A T U R E  -  S E C O N D  S E S S I O N

A  B I L L

F o r  a n  A c t  e n t i t l e d :  ' ' A n  A c t  r e l a t i n g  t o  c a n c e l l a t i o n  a n d  n o n r e n e w a l  o f

i n s u r a n c e ;  a u t h o r i z i n g  j o i n t  i n s u r a n c e  a r r a n g e m e n t s ;  

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

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

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

( d )  T h i s  s e c t i o n  d o e s  n o t  a p p l y  t o  w o r k e r s 1 c o m p e n s a t i o n  i n s u r ­

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

r e a s o n s :

-1- CSSB 404(L&C)



( 1 )  n o n p a y m e n t  o f  p r e m i u m ;  o r

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

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

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

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

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

i t s  p o l i c y  p e r i o d  o r  t h e  1 8 0  d a y s  i m m e d i a t e l y  p r e c e d i n g  i t s  e f f e c t i v e  

d a t e .

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

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

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

f o r c e  f o r  l e s s  t h a n  1 2  m o n t h s j _

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

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

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

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

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

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

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

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

p l a c e ;

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

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

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

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

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

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

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

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

C S S B  4 0 4 ( L & C )  - 2 -



T Y P E  D E S C R I B E D  I N  ( e )  O F  T H I S  S E C T I O N  I F  O N E  O F  T H E  F O L L O W I N G  C O N D I ­

T I O N S  O R  C I R C U M S T A N C E S  A R I S E S ] :

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

c a n c e l l a t i o n .  [ T H I S  S E C T I O N  DOSf! N O T  A?‘PL Y  TO T H E  F A I L U R E  T O  R E N E W  /  

P O L I C Y ,  E X C E P T  A S  T O  C O V E R A G E  I N  F O R C E  F O R  L E S S  T H A N  1 2  M O N T H S . ]

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

(b) An insurer may not exercise its right to cancel a policy of
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b u s i n e s s  o r  c o m m e r c i a l  i n s u r a n c e  u n l e s s  a  w r i t t e n  n o t i c e  o f  c a n c e l l a ­

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

i n  t h e  p o l i c y ,  a n d  t o  t h e  a g e n t  o r  b r o k e r  o f  r e c o r d ,  a t  l e a s t  6 0  d a y s  

b e f o r e  t h e  e f f e c t i v e  d a t e  o f  c a n c e l l a t i o n .  H o w e v e r ,  i f  c a n c e l l a t i o r  

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

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

a g e n t  o r  b r o k e r  o f  r e c o r d  a t  l e a s t  1 0  d a y s  b e f o r e  t h e  e f f e c t i v e  d a t e  

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

t h e  r e a s o n  f o r  t h e  c a n c e l l a t i o n .

*  S e c .  8 .  A S  2 1 . 3 6  i s  a m e n d e d  b y  a d d i n g  a  n e w  s e c t i o n  t o  r e a d :

S e c .  2 1 . 3 6 . 2 3 5 .  R E T U R N  O F  P R E M I U M  U P O N  C A N C E L L A T I O N .  I f  a n  

i n s u r e r  c a n c e l s  a  p o l i c y  u n d e r  A S  2 1 . 3 6 . 2 2 0 ( b ) ,  i t  s h a l l  r e t u r n  a n y  

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

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

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

p r e m i u m ,  a n y  u n e a r n e d  p r e m i u m  s h a l l  b e  r e t u r n e d  w i t h i n  3 0  d a y s  a f t e r  

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

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

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

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

i n s u r e d .

*  S e c .  9 .  A S  2 1 . 3 6 . 2 4 0  i s  a m e n d e d  t o  r e a d :

S e c .  2 1 . 3 6 . 2 4 0 .  F A I L U R E  T O  P v E N E U .  A n  i n s u r e r  m a y  n o t  f a i l  t o  

r e n e w  a  p e r s o n a l  i n s u r a n c e  p o l i c y  i n  f o r c e  f o r  l e s s  t h a n  1 2  m o n t h s .  

A n  i n s u r e r  m a y  n o t  f a i l  t o  r e n e w  a  p o l i c y  [ I N  F O R C E  F O R  1 2  M O N T H S  O R  

M O R E ]  u n l e s s  a  w r i t t e n  n o t i c e  o f  n o n r e n e w a l  i s  m a i l e d  o r  d e l i v e r e d  t o  

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

d a y s  f o r  a. p e r s o n a l  i n s u r a n c e  p o l i c y ,  a n d  a t  l e a s t  6 0  d a v s  f o r  a

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

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

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

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

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

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

p o l i c y ;  o r

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

t h e  i n s u r e r  f o r  r e n e w a l .

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

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

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

p r e m i u m ,  o r  i s  n o t  r e n e w e d  i n  a c c o r d a n c e  w i t h  [ F O R  F A I L U R E  T O  R E N E W  i 

P O L I C Y  O F  A U T O M O B I L E  L I A B I L I T Y  I N S U R A N C E  T O  W H I C H ]  A S  2 1 . 3 6 . 2 4 0  [ A P ­

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

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

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

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

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

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

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

( 1 )  " b u s i n e s s  o r  c o m m e r c i a l  i n s u r a n c e "  m e a n s  I n s u r a n c e  

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

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

( 2 )  " n o n p a y m e n t  o f  p r e m i u m "  m e a n s  f a i l u r e  o f  t h e  n a m e c  

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

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

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

o r  i t s  a g e n t  o r  i n d i r e c t l y  u n d e r  a n y  p r e m i u m  f i n a n c e  p l a n  o r  e x t e n s i o n
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( 3 )  ’ ’ p e r s o n a l  a u t o m o b i l e  i n s u r a n c e "  m e a n s  i n s u r a n c e  n o t  

r e l a t e d  t o  b u s i n e s s  o r  c o m m e r c i a l  a c t i v i t i e s ,  c o v e r i n g  [ ( 2 )  " P O L I C Y 1 

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

A S  2 1 . 3 6 . 2 1 0 ( e )  O R  A N  A U T O M O B I L E  F O L I C Y  T H A T  I N C L U D E S ]  a u t o m o b i l e

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

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

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

i n  t h i s  s t a t e ,  [ I N S U R I N G  A S  T H E  N A M E D  I N S U R E D ,  O N E  I N D I V I D U A L  O R  H U S ­

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

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

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

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

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

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

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

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

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

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

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

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

c o v e r i n g

of credit;

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

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

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

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

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

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

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

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

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

( 5 )  [ ( 3 ) ]  " r e n e w a l "  o r  " r e n e w "  m e a n s

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

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

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

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

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

t e r m ,  o r

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

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

b y  p a y m e n t  o f  a  c o n t i n u a t i o n  p r e m i u m .

S e c .  1 2 .  A S  2 1  i s  a m e n d e d  b y  a d d i n g  a  n e w  c h a p t e r  t o  r e a d :

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

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

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

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

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

i n g  i n  j o i n t  i n s u r a n c e  a r r a n g e m e n t s  t h r o u g h  w h i c h  t h e  p a r t i c i p a t i n g  

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

d i r e c t o r s ;

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

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

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

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

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

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

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

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

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

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

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

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

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

s e t s ;  a n d

( 1 0 )  e s t a b l i s h i n g  a n d  a d m i n i s t e r i n g  a  j o i n t  i n s u r a n c e  f u n d .

S e c .  2 1 . 7 6 . 0 4 0 .  F I N A N C I A L  P R O V I S I O N S  O F  A G R E E M E N T S .  ( a )  

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

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

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

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

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

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

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

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

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

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

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

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

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

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

c i p l e s  .

S e c .  2 1 . 7 6 . 0 5 0 .  C O N T R A C T I N G  W I T H  P R I V A T E  A D M I N I S T R A T O R S .  A  

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

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

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

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

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

S e c .  2 1 . 7 6 . 0 6 0 .  D E L E G A T I O N  O F  P O W E R  T O  S E T T L E  C L A I M S .  A  c o o p e r ­

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

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

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

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

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

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

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

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

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

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

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

S e c .  2 1 . 7 6 . 0 8 0 .  J O I N T  I N S U R A N C E  F U N D .  ( a )  A  j o i n t  i n s u r a n c e  

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

o f  m o n e y

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

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

a n c e  r e s e r v e ;  a n d

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

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

m e n t .

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

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

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

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

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

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

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

( d )  F o r  e a c h  t y p e  o f  p r o t e c t i o n  o f f e r e d  b y  t h e  j o i n t  i n s u r a n c e  

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

*  S e c .  1 4 .  A S  2 1 . 8 0 . 1 8 0 ( 5 )  i s  a m e n d e d  t o  r e a d :

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

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

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

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

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

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

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

a n d

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

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

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

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

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

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

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

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

A S  2 1 . 8 8 ,  w h o

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

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

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

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

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

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

1 0 . 0 7 0 ( c ) .
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I N  T H E  S E N A T E

1
/ B Y  T H E  L A B O R  A N D  

C O M M E R C E  C O M M I T T E E

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

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

F O U R T E E N T H  L E G I S L A T U R E  -  S E C O N D  S E S S I O N

A  B I L L  / / ' j 1

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  i n s u r a n c e ;  a n d  p r o v i d i n g  f o r  a n

e f f e c t i v e  d a t e . "

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

r e a s o n s :

( 1 )  n o n p a y m e n t  o f  p r e m i u m ;  o r

-1- CSSB 404(L&C)
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( 2 )  t h e  d r i v e r ' s  l i c e n s e  o r  m o t o r  v e h i c l e  r e g i s t r a t i o n  o f  

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

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

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

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

i t s  p o l i c y  p e r i o d  o r  t h e  1 8 0  d a y s  i m m e d i a t e l y  p r e c e d i n g  i t s  e f f e c t i v e  

d a t e .

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

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

i l l

f o r c e  f o r  l e s s  

( 2 )

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

t h a n  1 2  m o n t h s

a  o o l i c v  t h a t  h a s  b e e n  i n  e f f e c t  l e s s  t h a n  6 0  d a y s  a t

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

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

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

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

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

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

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

p l a c e ;

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

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

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

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

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

( £ )  A n  [ N O T W I T H S T A N D I N G  ( e )  O F  T H I S  S E C T I O N ,  A N ]  i n s u r e r  m a y  n o t  

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

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

T Y P E  D E S C R I 3 E D  I N  ( e )  O F  T H I S  S E C T I O N  I F  O N E  O F  T H E  F O L L O W I N G  
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C O N D I T I O N S  O R  C I R C U M S T A N C E S  A R I S E S ] :

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

t h e  e f f e c t i v e  d a t e  o f  c a n c e l l a t i o n . H o w e v e r ,  i f  [ ,  E X C E P T  T H A T  ( - T H E N ]  

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

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

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

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

c a n c e l l a t i o n .  [ T H I S  S E C T I O N  D O E S  N O T  A P P L Y  T O  T H E  F A I L U R E  T O  R E N E W  A  

P O L I C Y , E X C E P T  A S  T O  C O V E R A G E  I N  F O R C E  F O R  L E S S  T H A N  1 2  M O N T H S . ]

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

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

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

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

l e a s t  6 0  d a y s  b e f o r e  t h e  e f f e c t i v e  d a t e  o f  c a n c e l l a t i o n .  H o w e v e r ,  i f  

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

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

a n d  t o  t h e  a g e n t  o r  b r o k e r  o f  r e c o r d  a t  l e a s t  1 0  d a y s  b e f o r e  t h e  

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

a  s t a t e m e n t  o f  t h e  r e a s o n  f o r  t h e  c a n c e l l a t i o n .

*  S e c .  8 .  A S  2 1 . 3 6  i s  a m e n d e d  b y  a d d i n g  a  n e w  s e c t i o n  t o  r e a d :

S e c .  2 1 . 3 6 . 2 3 5 .  R E T U R N  O F  P R E M I U M  U P O N  C A N C E L L A T I O N .  I f  a n  

i n s u r e r  c a n c e l s  a  p o l i c y  u n d e r  A S  2 1 . 3 6 . 2 2 0 ( b ) ,  i n  s h a l l  r e t u r n  a n y  

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

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

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

p r e m i u m ,  a n y  u n e a r n e d  p r e m i u m  s h a l l  b e  r e t u r n e d  w i t h i n  3 0  d a y s  a f t e r  

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

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

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

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

i n s u r e d .

*  S e c .  9 .  A S  2 1 . 3 6 . 2 4 0  i s  a m e n d e d  t o  r e a d :

S e c .  2 1 . 3 6 . 2 4 0 .  F A I L U R E  T O  R E N E W .  A n  i n s u r e r  n a y  n o t  f a i l  t o  

r e n e w  a  p e r s o n a l  i n s u r a n c e  p o l i c } / -  i n  f o r c e  f o r  l e s s  t h a n  1 2  m o n t h s .  

A n  i n s u r e r  m a y  n o t  f a i l  t o  r e n e w  a  p o l i c y  [ I N  F O R C E  F O R  1 2  M O N T H S  O R  

M O R E ]  u n l e s s  a  w r i t t e n  n o t i c e  o f  n o n r e n e w a l  i s  m a i l e d  o r  d e l i v e r e d  t o  

t h e  n a m e d  i n s u r e d ,  a t  t h e  a d d r e s s  s h o w n  i n  t h e  p o l i c v ,  a t  l e a s t  2 0
4 4 '

d a y s  f o r  a  p e r s o n a l  i n s u r a n c e  p o l i c y ,  a n d  a t  l e a s t  6 0  d a v s  f o r  a

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

t h e  p o l i c y  [ , ] o r  o f  t h e  a n n i v e r s a r y  d a t e  o f  a  p o l i c y  w r i t t e n  f o r  a  

C S S B  4 0 4 ( L & C )  - 4 -
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t e r m  l o n g e r  c h a n  o n e  y e a r  o r  w i t h  n o  f i x e d  e x p i r a t i o n  d a t e .  T h i s  

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

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

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

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

p o l i c y ;  o r

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

t h e  i n s u r e r  f o r  r e n e w a l .

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

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

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

p r e m i u m ,  o r  i s  n o t  r e n e w e d  i n  a c c o r d a n c e  w i t h  [ F O R  F A I L U R E  T O  R E N E W  A  

P O L I C Y  O F  A U T O M O B I L E  L I A B I L I T Y  I N S U R A N C E  T O  W H I C H ]  A S  2 1 . 3 6 . 2 4 0  [ A P ­

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

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

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

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

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

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

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

( 1 )  " b u s i n e s s  o r  c o m m e r c i a l  i n s u r a n c e 1’ m e a n s  i n s u r a n c e  

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

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

( 2 )  " n o n p a y m e n t  o f  p r e m i u m "  m e a n s  f a i l u r e  o f  t h e  n a m e d  

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

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

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

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

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

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

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

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

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

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

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

i n  t h i s  s t a t e ,  [ I N S U R I N G  A S  T H E  N A M E D  I N S U R E D ,  O N E  I N D I V I D U A L  O R  H U S ­

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

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

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

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

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

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

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

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

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

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

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

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

c o v e r i n g

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

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

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

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

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

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

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

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

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

( 5 )  [ ( 3 ) ]  " r e n e w a l "  o r  " r e n e w "  m e a n s

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

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

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

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

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

t e r m ,  o r

( C )  t h e  e x t e n s i o n  o f  t h e  t e r m  ; o f  a  p o l i c y  b e y o n d  i t s  

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

b y  p a y m e n t  o f  a  c o n t i n u a t i o n  p r e m i u m .

*  S e c .  1 2 .  A S  2 1  i s  a m e n d e d  b y  a d d i n g  a  n e w  c h a p t e r  t o  r e a d ;

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

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

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

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

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

i n g  i n  j o i n t  i n s u r a n c e  a r r a n g e m e n t s  t h r o u g h  w h i c h  t h e  p a r t i c i p a t i n g  

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

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

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

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

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

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

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

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

( 2 )  s u r e t y .

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

-7- CSSB 40MLSC)
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a l t e r n a t i v e  o r  s u p p l e m e n t  t o  a n y  o t h e r  p o l i c y  o r  c o n t r a c t  o f  i n s u r a n c e  

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

d i r e c t o r s ;

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

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

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

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

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

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

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

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

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

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

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

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

C S S B  4 0 4 ( L & C )  - 8 -
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o f  t h e  a r r a n g e m e n t  t o  p a r t i c i p a t i n g  m e m b e r s ;

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

s e t s ;  a n d

( 1 0 )  e s t a b l i s h i n g  a n d  a d m i n i s t e r i n g  a  j o i n t  i n s u r a n c e  f u n d .

S e c .  2 1 . 7 6 . 0 4 0 .  F I N A N C I A L  P R O V I S I O N S  O F  A G R E E M E N T S .  ( a )  A  

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

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

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

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

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

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

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

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

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

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

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

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

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

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

c i p l e s  .

S e c .  2 1 . 7 6 . 0 5 0 .  C O N T R A C T I N G  W I T H  P R I V A T E  A D M I N I S T R A T O R S .  A  

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

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

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

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

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

S e c .  2 1 . 7 6 . 0 6 0 .  D E L E G A T I O N  O F  P O W E R  T O  S E T T L E  C L A I M S .  A  c o o p e r ­

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

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

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

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

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

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

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

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

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

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

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

S e c .  2 1 . 7 6 . 0 8 0 .  J O I N T  I N S U R A N C E  F U N D .  ( a )  A  j o i n t  i n s u r a n c e  

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

o f  m o n e y

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

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

a n c e  r e s e r v e ;  a n d

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

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

m e n t  .

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

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

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

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

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

( c )  T h e  a d m i n i s t r a t o r  s h a l l  k e e n  t h e  f u n d  s e o a r a t e  f r o m  o t h e r  

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

( d )  F o r  e a c h  t y p e  o f  p r o t e c t i o n  o f f e r e d  b y  t h e  j o i n t  i n s u r a n c e  

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

*  S e c .  1 4 .  A S  2 1 . 8 0 . 1 8 0 ( 5 )  i s  a m e n d e d  t o  r e a d :

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

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

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

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

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

C o r p o r a t i o n  o f  A l a s k a ,  a n d  t h e  H e a l t h  C a r e  P r o v i d e r s  J o i n t  
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U n d e r w r i t i n g  A s s o c i a t i o n  e s t a b l i s h e d  u n d e r  A S  2 1 . 8 8 ,  e i t h e ’* a t  

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

o c c u r r e d ,  a n d

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

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

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

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

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

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

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

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

A S  2 1 . 8 8 ,  w h o

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

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

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

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

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

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

1 0 . 0 7 0 ( c ) .
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Introduced: 2/13/86
Referred: Labor and Commerce

and Finance

SENATE BILL NO. 404 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FOURTEENTH LEGISLATURE - SECOND SESSION 

A  BILL

For an Act entitled: "An Act relating to insurance; authorizing joint

< insurance arrangements; repealing a prohibition 

against certain types of group insurance; and provid­

ing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 21 is amended by adding a new chapter to read:

CHAPTER 76. JOINT INSURANCE ARRANGEMENTS.

Sec. 21.76.010. AUTHORITY TO ESTABLISH JOINT INSURANCE ARRANGE­

MENTS. (a) Municipalities, school districts, and regional educa­

tional attendance areas may enter into cooperative agreements with 

each other for the purpose of establishing, operating, or participat­

ing in joint insurance arrangements through which the participating 

members agree to pool contributions and

(1) assume risks from losses on a group basis; or

(2) purchase coverage on a group basis.

(b) A joint insurance arrangement may be for any kind of insur­

ance defined by this title except for

(1) life, annuity, disability, and title insurance; and

(2) surety.

(c) A joint insurance arrangement shall be considered an alter­

native or supplement to any other policy or contract of insurance 

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

Sec. 21.76.020. REGULATION BY DIVISION OF INSURANCE. A joint 

insurance arrangement may not be considered insurance for the purpi

IN THE SENATE BY JOSEPHSON
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1 of any other law of the state and is not subject to regulations of the

2 director except as expressly provided in this chapter.

3 Sec. 21.76.030. GENERAL PROVISIONS OF COOPERATIVE AGREEMENTS. A

4 cooperative agreement shall provide for the proper operation of the

5 joint insurance arrangement, and include provisions for

6 (1) administration of the arrangement by a board of direc-

7 tors, specifying the number of members of the board and other require-

8 ments necessary for the proper functioning of the board;

9 (2) appointment of an administrator and other persons as

10 necessary for the proper functioning of the arrangement;

11 (3) organization of the arrangement, including a roster of

12 participating members and the names of the members of the board of

13 directors;

14 (4) procedures to establish and promote 3n aggressive risk

15 management and program among the members of the arrangement, including

16 procedures for identifying and reducing the risks that can be reduced

17 through implementing better safety technologies and improved work

18 techniques and procedures;

19 (5) enforcing the collection of contributions or payments

20 in default from members of the arrangement;

21 (6) the addition of new members to the arrangement or the

22 withdrawal of members from the arrangement;

23 (7) the method of apportioning costs and disposition of

24 excess contributions;

25 (8) transmission of financial statements and audit reports

26 of the arrangement to participating members;

27 (9) terminating the arrangement and disposing of its as-

28 sets; and

29 (10) establishing and administering a joint insurance fund.

SB 4 04 -2-
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1 Sec. 21.76.040. FINANCIAL PROVISIONS OF AGREEMENTS. (a) A

2 cooperative agreement must include a provision requiring an annual

3 determination by a casualty actuary who is a member of the American

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

5 losses of the joint insurance arrangement are actuarially sound.

6 (b) A joint insurance arrangement shall be subject to an annual

7 independent audit. The audit shall be conducted in accordance with

S generally accepted auditing standards and must include a review of the

9 actuarial assumptions used for establishing the reserves under (a) of

10 this section. The audit report must include certification from a

11 casualty actuary who is a member of the American Academy of Actuaries

12 that the actuarial assumptions continue to be sound and the level of

13 the reserves are adequate.

14 (c) A joint insurance arrangement shall use a method of account-

15 ing that conforms with generally accepted government accounting prin-

16 ciples.

17 Sec. 21.76.050. CONTRACTING WITH PRIVATE ADMINISTRATORS. A

18 cooperative agreement may authorize the board of directors to enter

19 into contracts for services necessary to perform the functions of a

20 joint insurance arrangement. The person contracting to perform the

21 functions must be appropriately licensed under this title if this

22 title so : res.

23 Sec. 2 j .060. DELEGATION OF POWER TO SETTLE CLAIMS. A cooper-

24 ative agreement may delegate to the board of directors, or authorize

25 delegation by the board to another person or group, the power to

26 compromise, arbitrate, or otherwise settle claims on behalf of the

27 arrangement.

28 Sec. 21.76.070. EXCESS INSURANCE. A cooperative agreement may

29 authorize the board of directors to purchase excess or catastrophic

-3- SB 4 04



insurance on behalf of the joint insurance arrangemen ”he cost of 

the insurance shall be apportioned in the manner specified in the 

joint insurance agreement. The board may purchase insurance under 

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

state or from an unauthorized insurer if the insurance is placed 

through a licensed surplus lines broker.

Sec. 21.76.080. JOINT INSURANCE FUND. (a) A joint insurance 

arrangement shall establish a joint insurance fund. The fund consists 

of money

(1) contributed by members of the joint insurance arrange­

ment through budgetary appropriations or transfers from a self- 

insurance reserve; and

(2) collected by the joint insurance arrangement through 

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

ment .

(b) An expenditure may be made from a joint insurance fund only 

to pay claims, losses, or benefits, including interest on them, and 

the administrative and adjustment expenses incurred in connection with 

them, involving the types of protection for which the fund provides 

coverage as specified in the joint insurance agreement.

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

funds of a member of a joint insurance arrangement.

(d) For each type of protection offered by the joint insurance 

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

date, and amount of each payment from the fund.

(e) Within 60 days of the end of the fiscal year, the adminis­

trator shall furnish a detailed report of the operation and condition 

of the fund to the board of directors and the director of insurance. 

The report furnished to the director of insurance shall be available



c
1 for public inspection.

2 (f) Money held by a fund as reserves and money not needed for

3 daily operations may be invested by the board of directors.

4 (g) A fund may not be terminated unless the administrator certi-

5 fies that an amount of money sufficient to pay accrued and contingent

6 expenditures has been placed in a fully collateralized escrow account.

7 Sec. 21.76.090. FILING OF AGREEMENT. The board of directors

8 shall file a copy of the cooperative agreement with the director of

9 insurance at least 60 days before the effective date of the agreement.

10 The agreemei... shall be available for public inspection.

11 Sec. 21.76.100. REGULATIONS. A cooperative agreement may au-

12 thorize the board of directors to adopt regulations not inconsistent

13 with law for the fair and equitable administration of the joint insur-

14 ance arrangement and the joint insurance fund.

C. 15 Sec. 21.76.110. SUBROGATION. A joint insurance arrangement has

16 a cause of action for reimbursement of money paid to a participating

17 member for a loss or injury if the participating member recovers money

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

19 arrangement also has a direct cause of action for reimbursement

20 against a third party responsible for loss or injuries sustained by a

21 participating member if the joint arrangement has paid money to the

22 participating member for the loss or injuries.

23 Sec. 21.76.900. DEFINITIONS. In this chapter

24 (1) "adjustment expenses" r.eans expenses for investigative,

25 processing, legal, actuarial, arbitration, and settlement services

26 incurred in the adjustment of losses, claims, or benefits;

27 (2) "administrator" means a person or group appointed by

28 the board cf directors to administer a joint insurance arrangement or

29 a joint insurance fund;
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1 (3) "board" or "board of directors" means the board of

2 directors provided for in a cooperative agreement;

3 (4) "cooperative agreement" means a written agreement

4 entered into by two or morr entities described in AS 21.76.010 for the

5 purpose of establishing, operating, or participating in a joint insur-

6 ance arrangement;

7 (5) "fund" or "joint insurance fund" means a fund estab-

8 lished under AS 21.76.080;

9 (6) "joint insurance arrangement" means a joint insurance

10 arrangement authorized under AS 21.76.010.

11 * Sec. 2. AS 21.39.155(a) is amended to read:

12 (a) The director may require carriers, except a reciprocal

13 insurer formed by and insuring only a group of municipalities or

14 nonprofit public utilities under AS 21.75 or a joint insurance ar-

15 rangement formed under AS 21.76, as a condition of writing a line of

16 insurance dealing with workers' compensation, to participate in an

17 assigned risk pool if the director finds that mandatory carrier part-

18 icipation is in the public interest.

19 * Sec. 3. AS 21.80.180(5) is amended to read:

20 (5) "insolvent insurer" means an insurer

21 (A) authorized to transact insurance in this state,

22 except an assessable reciprocal insurer formed by and insuring

23 only municipalities or nonprofit public utilities, a joint insur-

24 ance arrangement formed under AS 21.76, the Medical Indemnity

25 Corporation of Alaska, and the Health Care Providers Joint Under-

26 writing Association established under AS 21.88, either at the

27 time the policy was issued or when the insured event occurred,

28 and

29 (B) determined to be insolvent by a court of



1 competent jurisdiction;

2 * Sec. 4. AS 21.80.180(6) is amended to read:

3 (6) "member insurer" means a person, except an assessable

4 reciprocal insurer formed by and insuring only n.jnicipalities or

5 nonprofit public utilities, a joint insurance arrangement formed under

6 AS 21.76, the Medical Indemnity Corporation of Alaska, and the Health

7 Care Providers Joint Underwriting Association established under

8 AS 21.88, who

9 (A) writes any kind of insurance to which this chap-

10 ter applies under AS 21.80.020 including the exchange of recipro-

11 cal or interinsurance contracts, and

12 (B) is licensed to transact insurance in this state;

13 * Sec. 5. AS 21.36.190 is repealed.

14 * Sec. 6, This Act takes effect immediately in accordance with AS 01.-

15 10.070(c).
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CHAPTER

SECTION

TITLE
HEADINGS

= 2 1 .3 6  

= 2 1 .3 6 .1 9 0  

= 21
T I T L E  2 1 . 

I n s u r a n c e .  

C H A P TER  3 6 . 

T r a d e  P r a c t i c e s  

S e c .  2 1 . 3 6 .1 9 0 .

a n d  F r a u d s .

C IT A T IO N

CATCH L IN E

F IC T IT IO U S  G RO U PS .

T E X T  ( a )  An i n s u r e r ,  w h e t h e r  a n  a u t h o r i z e d  o r  u n a u t h o r i z e d

i n s u r e r ,  m ay n o t  m ake  a v a i l a b l e  t h r o u g h  a  r a t i n g  p la n  o r  f o rm , 

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

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

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

o f  i n d i v i d u a l s .

( b )  A  fo r m  o r  p l a n  o f  i n s u r a n c e  c o v e r in g  a  g ro u p  o r  

c o m b in a t io n  o f  p e r s o n s  o r  r i s k s  m ay n o t  b e  w r i t t e n  o r  d e l i v e r e d  

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

s t a t e  a t  a  p r e f e r r e d  r a t e  o r  o n  a  fo r m  o t h e r  t h a n  t h a t  o f f e r e d  to  

p e r s o n s  n o t  i n  t h e  g ro u p  o r  c o m b in a t io n  and  to  t h e  p u b l i c  

g e n e r a l l y ,  u n l e s s  t h e  f o r m , p l a n  o f  i n s u r a n c e ,  a n d  t h e  r a t e s  o r  
p re m iu m s  to  b e  c h a r g e d  h a v e  b e e n  s u b m it t e d  t o  an d  a p p ro v e d  b y  t h e  

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

i n  c o n f l i c t  w i t h  ( a )  o f  t h i s  s e c t i o n  o r  w i t h  AS 2 1 .3 9  to  th e  

e x t e n t  t h a t  A S  2 1 .3 9  i s ,  b y  i t s  t e r m s ,  a p p l i c a b l e  t o  i t .

( c )  T h i s  s e c t i o n  d o e s  n o t  a p p ly  to  m o r tg a g e  g u a r a n t y  

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

c o n t r a c t s .

( d )  T h i s  s e c t i o n  d o e s  n o t  a p p ly  t o  w o r k e r s '  c o m p e n s a t io n  

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

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

( 1 )  h a s  a  c o n s t i t u t i o n  a n d  b y la w s ;

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

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

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

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

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

H IS T O R Y  ( S e c .  1 c h  1 20  S L A  1 9 6 6 ; am s e c .  9 c h  2 0 6  S L A  1 9 7 6 ; am s e c .  1 c h

75 S L A  1 9 7 7 )

END OF DOCUMENT



C H A PTER

S E C T IO N

T I T L E

H EA D IN G S

C IT A T IO N  

CATCH L IN E

TEXT

HISTORY

= 2 1 .3 6  

= 2 1 .3 6 .1 9 5  
= 21
T I T L E  2 1 .

I n s u r a n c e .

C H A PTER  3 6 .

T r a d e  P r a c t i c e s  a n d  F r a u d s ,  

d e c .  2 1 .3 6 .1 9 5 .

SU RPLU S  L IN E S  B R O K E R S ; P R O H IB IT E D  A C T S .

A  s u r p l u s  l i n e s  b r o k e r  m ay n o t  f a i l  t o  p r o v id e  t h e  e v id e n c e s  o f  

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

t h e  r e c o r d s ,  o r  f a i l  t o  p a y  t h e  t a x e s  an d  f e e s ,  r e q u i r e d  u n d e r  AS 
2 1 .3 4 .

( S e c .  22 c h  117 S L A  1 9 8 4 )

END OF DOCUMENT

CH A PTER  = 2 1 .3 6  

S E C T IO N  = 2 1 .3 6 .2 0 0  

T I T L E  = 21 

H EA D IN G S T I T L E  2 1 .

I n s u r a n c e .

C H A PTER  3 6 .

T r a d e  P r a c t i c e s  an d  F r a u d s .

C IT A T IO N  S e c .  2 1 .3 6 .2 0 0 ,
CATCH L IN E

F A L S E  A P P L IC A T IO N S , C L A IM S , PROOFS OF L O S S . 

T E X T  _ R e p e a le d ,  s e c .  22  c h  149 S L A  1 9 8 4 . _

END OF DOCUMENT

C H A PTER  = 2 1 .3 6  

S E C T IO N  = 2 1 .3 6 .2 1 0  

T I T L E  = 21 

H EA D IN G S T I T L E  2 1 .

I n s u r a n c e .

C H A P TER  3 6 .

T r a d e  P r a c t i c e s  a n d  F r a u d s .

C IT A T IO N  S e c .  2 1 .3 6 .2 1 0 .

CATCH L IN E

L IM IT S  ON C A N C E LLA T IO N .

T E X T  ( a )  An i n s u r e r  m ay n o t  e x e r c i s e  i t s  r i g h t  t o  c a n c e l  an

a u t o m o b i le  i n s u r a n c e  p o l i c y  e x c e p t  f o r  t h e  f o l l o w i n g  r e a s o n s :

( 1 )  n o n p a y m e n t o f  p re m iu m ; o r

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

o f  e i t h e r  t h e  nam ed in s u r e d  o r  o f  a n  o p e r a t o r  who r e s i d e s  i n  

t h e  sam e h o u s e h o ld  a s  t h e  nam ed i n s u r e d  o r  who c u s t o m a r i l y  

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

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



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

180 d a y s  im m e d ia t e ly  p r e c e d in g  i t s  e f f e c t i v e  d a t e .

( b )  D u r in g  t h e  p o l i c y  p e r i o d ,  a  m o d i f i c a t i o n  o f  a u t o m o b i le  

p h y s i c a l  dam age c o v e r a g e ,  e x c e p t  c o v e r a g e  f o r  l o s s  c a u s e d  b y  

c o l l i s i o n ,  w h e re b y  p r o v i s i o n  i s  m ade f o r  t h e  a p p l i c a t i o n  o f  a 

d e d u c t ib l e  am o un t n o t  e x c e e d in g  $ 1 0 0  i s  n o t  a  c a n c e l l a t i o n  o f  t h e  

c o v e r a g e  o r  o f  t h e  p o l i c y .

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

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

b e f o r e  t h e  e f f e c t i v e  d a t e  o f  t h e  r e n e w a l .

( d )  T h i s  s e c t i o n  d o e s  n o t  a p p ly  to  t h e  f a i l u r e  t o  re n e w  a  

p o l i c y ,  e x c e p t  a s  t o  c o v e r a g e  i n  f o r c e  f o r  l e s s  t h a n  12 m o n t h s .

( e )  An i n s u r e r  m ay n o t  c a n c e l  a n  i n s u r a n c e  p o l i c y  t h a t  

c o v e r s

( 1 )  l o s s  o f  o r  dam age t o  r e a l  p r o p e r t y  t h a t  i s  u s e d  

p r e d o m in a n t ly  f o r  r e s i d e n t i a l  p u r p o s e s  an d  d o e s  n o t  c o n s i s t  

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

( 2 )  l o s s  o f  o r  dam age t o  p e r s o n a l  p r o p e r t y ,  i n c lu d i n g  

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

f i x t u r e s  and  e q u ip m e n t  l o c a t e d  i n  n o t  m o re  t h a n  f o u r  d w e l l i n g  

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

dam age t o  o r  i n j u r y  t o  p e r s o n s  o r  p r o p e r t y  w h en  t h e  in s u r a n c e  

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

b u s in e s s  o r  c o m m e r c ia l  a c t i v i t i e s .

( f )  N o t w i t h s t a n d in g  ( e )  o f  t h i s  s e c t i o n ,  a n  i n s u r e r  may 

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

( e )  o f  t h i s  s e c t i o n  i f  o n e  o f  t h e  f o l l o w i n g  c o n d i t i o n s  o r  

c i r c u m s t a n c e s  a r i s e s :

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

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

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

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

o r  u s e ;

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

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

a g a i n s t ;

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

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

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

u n d e r  t h e  p o l i c y ;

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

t h e  in s u r e d  t h a t  s u b s t a n t i a l l y  i n c r e a s e s  t h e  h a z a r d s  in s u r e d  

a g a i n s t ;

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

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

H IS T O R Y  ( S e c .  1 c h  28 S L A  1 9 7 0 ; am s e c .  1 c h  13 S L A  1 9 7 2 )

E N D  O F  D O C U M E N T


