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Sec. 21.88.090. P aym en t of prem ium s; cancellation  of in su r­
ance. The corporation may provide for installm ent payment of pre­
miums in which case each installm ent is due by the date specified. The 
corporation may cancel any of its policies in the event of nonpayment 
of any prem:,im or installm ent on a premium, or other charge, by 
mailing or dehvering to the insured a t the address shown on the policy 
and to the agency of the state issuing the insured’s license written 
notice of cancellation. Cancellation is not effective until 30 days after 
the date notice is posted by the corporation. (§ 41 ch 102 SLA 1976)

Sec. 21.88.095. T ran sfe r of co rpo ra te  assets and  liabilities, (a)
The corporation may, subject to the prior approval of the director, 
transfer its assets and liabilities to a company which meets all of the 
following conditions:

(1) the company possesses a valid certificate of authority to transact 
casualty insurance business in the state; in evaluating the capital and 
surplus of the company for qualification for a certificate of authority, 
the value of the assets and liabilities transferred by the corporation 
may not be considered;

(2) the company pays to the corporation the full value of any surplus 
;n the corporation not represented by any unrepaid proceeds of loans 
by the loan fund to the corporation;

(3) the company executes a complete reinsurance and hold harmless 
agreement in a form approved by the director covering all of the obli­
gations of the corporation to its creditors and policyholders; and

(4) the company executes modifications of loan agreements with the 
loan fund by which the company agrees

(A) to assume the obligations;
(B) that, if a t any time the company writes less than the premium 

levels provided in AS 21.88.055(a), the director may determine tha t the 
loan provisions shall be modified to provide a scheduled amortization 
repayment of the principal over a period not to exceed 10 years and at 
an interest rate of four points above the federal discount rate, as that 
rate is adjusted from time to time; and

(C) tha t the provision for repayment provided in AS 21.88.210(b)(1) 
shall be modified to provide for annual installments of a t least 25 per 
cent of the excess of premium and investment income collected over the 
total of claims, reserves and expenses on the Alaska medical malprac­
tice book of business or 25 per cent of the excess of premiums and 
investment income collected over the total of claims, reserves and 
expenses on the corporation’s total book of business, whichever is 
greater;

(5) the company meets such other requirements as the director may 
reasonably require to protect the interests of the state, the health care 
provider insureds, the involved company, and the public;

(6) the company provides the board of governors with a written 
statement from the director tha t the company qualifies under (1) — (5) 
of this subsection.
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§ 21.88.110 A '  • s k a  S t a t u t e s § 21.88.210

(b) If and while the company to which the assets and liabilities of the 
corporation are transferred in the manner provided in (a) of this section 
continues to write premiums in excess of the levels provided in AS 
21.88.055, it shall enjoy the benefit of the following provisions:

(1) the company is entitled to carry forward and offset against its 
premium tax obligation to the state the amount by which the aggregate 
claims paid on reinsurance assumed under (a)(3) of this section exceeds 
aggregate reserves on the same business established a t the date of the 
reinsurance agreement; and

(2) the obligation to repay to the loan fund loans assumed by the 
company at the time of transfer of the assets and liabilities of the 
corporation need not be shown as a liability on the books of the corpora­
tion. (§ 16 ch 177 SLA 1978)

Secs. 21.88.110 — 21.88.180. Joint Underwriting Association. 
[Repealed, § 40 ch 177 S L A  1978.]

A rticle 3. Loan Fund.
Section
210. Fu n d  estab lished

Sec. 21.88.210. Fund  estab lished , (a) There is in the Department 
of Commerce and Economic Development a medical malpractice liabil­
ity revolving loan fund to be administered by the director of insurance.

(b) Loans may be made from the fund to the corporation upon certi­
fication by the director that a loan is necessary and under the following 
circumstances:

(1) to provide surplus in respect to policyholders which may not 
exceed a total of $3,000,000 outstanding at any time; these obligations 
shall be subordinated to all other obligations of the corporation; loans 
made under this paragraph shall be repaid to the fund in annual 
installments of a t least 25 per cent of the excess of premiums earned 
over the total of claims, reserves, expenses, and assessments made by 
the association, if any; interest shall be paid on the outstanding bal­
ance a t a rate equal to seven per cent a year;

(2) if the director determines that the corporation is unable to pro­
cure reinsurance from a private casualty insurer or reinsurer for any 
liability incurred by contracts issued by it, additional loans up to an 
aggregate of $6,000;000 when taken together with loans made under
(1) of this subsection to compensate for fluctuations in loss experience; 
loans made under this paragraph shall be in parity with all other 
obligations of the corporation except tha t they shall be subordinated to 
obligations of policyholders and claimants for indemnity of loss; these 
loans shall be repaid .vithin five years at an annual interest rate of six 
per cent.
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(c) If a loan is made to the corporation from the fund, the corporation 
shall issue a note to the fund as evidence of the loan.

(d) The director may sell a t par value to the Department of Revenue 
the notes, security instruments and pledge agreements held by the 
Department of Commerce and Economic Development as security for 
loans made under this section. Tne Department of Revenue shall pur­
chase all the notes offered until the current principal amount of the 
notes purchased and held by the Department of Revenue equals 
$6,000,000. (§ 41 ch 102 SLA 1976; am §§ 17,18 ch 177 SLA 1978; am 
§ 6 ch 103 SLA 1980)

E ffe c t  o f  a m e n d m e n ts .  —  T he 1980 
am en d m en t su b s titu te d  "earned" for

"collected” n e a r th e  m iddle o f p a rag rap h  
(1) o f  subsection  (b).

A rticle 4. G eneral P rovisions.
Section
900. Definitions

means the Medical Inder Corporation of

Sec. 21.88.900. Definitions. It: this chapter
(1) "chiropractor” means a person licensed under AS Q8-20;
(2) "continuous coverage” means one or more successive policy 

which is uninterrupted by cancellation or faijeie’to renew for
anj

(3)'
Alaska;'

(4) "covereg^jinT^figans
the corporation during 

the period o f 'con tffl^ is  co rsage  by th& Brporation of the insured 
health care provider fojainact or^missjojjprfithe delivery of health care 
services; and \  /A

(B) additional claims a^ d efin e# |p ?  the policy, with the prior 
approval of the director, and whten are reported within specified 
periods after the expiration of jhoSpolicy;

(5) "dental hygienist” mean&iJ&erson licensed under AS 08.32;
(6) "dentist” means a perm j^censed  under AS 08.36;
(7) "dispensing opticianr/jleans a \e rso n  licensed under AS 08.71;
(8) "governor” m eany^m em ber ofVhe board of governors of the 

Medical Indemnity Corporation of Alas'
(9) "health care p \o»aer” means a chiropractor licensed under AS 

08.20; a dental hygienist licensed under A&$8.32; a dentist licensed 
unde: AS 08.36; a oOrse licensed under AS 08K8; a dispensing optician 
licensed under A s 08.71; an optometrist licenced under AS 08.72; a 
pharmacist licensed under AS 08.80; a physical therapist licensed 
under AS 0&&4; a physician licensed under AS (%64; a podiatrist; a 
psychologic and a psychological associate lrcensedwider AS 08.86; a 
hospitaJfSs defined in AS 18.20.130, including a gover^gentally owned
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§ 21.88.900 Alaska Statutes Supplement § 21.88.900
Chapter 88. Health Care Providers Insurance.

Article
4. G eneral P rovisions (5 21.88.900)

A rticle 4. G eneral P rovisions.

Section
900. D efinitions

Sec. 21.88.900. Definitions. In this chapter
(1) "chiropractor” mean., a person licensed under AS 08.20;
(2) "continuous coverage” means one or more successive policy pe­

riods which is uninterrupted by cancellation or failure to renew for 
any reason;

(3) "corporation” means the Medical Indemnity Corporation of 
Alaska;

(4) "covered claim” means
(A) a claim by an injured patient reported to the corporation during 

the period of continuous coverage by the corporation of the insured 
health care provider for an act or omission in the delivery of health 
care services; and

(B) additional Claims as defined in the policy, with the prior ap­
proval of the director, and which are reported within specified periods 
after the expiration of the policy;

(5) "dental hygienist” means a person licensed under AS 08.32;
(6) "dentist” means a person licensed under AS 08.36;
(7) "dispensing optician” means a person licensed under AS 08.71;
(8) "governor” means a member of the board of governors of the 

Medical Indemnity Corporation of Alaska;
(9) "health care provider” means an audiologist licensed under AS 

08.11; a chiropractor licensed under AS 08.20; a dental hygienist li­
censed under AS 08.32; a dentist licensed under AS 08.36; a nurse 
licensed under AS 08.68; a dispensing optician licensed under AS 
08.71; an optometrist licensed under AS 08.72; a pharmacist licensed 
under AS 08.80; a physical therapist licensed under AS 08.84; a physi­
cian licensed under AS 08.64; a podiatrist; a psycholo ’st and a psy­
chological associate licensed under AS 08.86; a hospital as defined in 
AS 18.20.130, including a govemmentally owned or operated hospital; 
a corporate entity covered under AS 21.88.050(b)(ll); an employee of a 
health care provider acting within the course and scope of employ­
ment;

(10) "hospital” means an institution licensed under AS 18.20;
(11) "nurse” means a person licensed under AS 08.68;
(12) "optometrist” means a person licensed under AS 08.72;
(13) "pharmacist” means a person licensed under AS 08.80;
(14) "physical therapist” means a person registered under AS 08.84;
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(15) "physician” means a person licensed under AS 08.64;
(16) "psychologist” and "psychological associate” mean a person li­

censed under AS 08.86. (§ 41 ch 102 SLA 1976; am §§ 19, 20, 40 ch 
177 SLA 1978; am § 6 ch 46 SLA 1982; am § 10 ch 131 SLA 1986)

E ffe c t o f  a m e n d m e n ts .  — T he 1986 censed u n d e r AS 08.11” preceding "a chi- 
am en d m en t in se rted  "an  audiologist li- rop rac to r” in  p a rag rap h  (9).

Chapter 90. General Provisions.

S e c tio n
30 —  110. [Repealed]
900. D efin itions for title

Secs. 21.90.030 — 21.90.110. Definitions. [Repealed, § 23 ch 21 
S L A  1985. For current law see A S  21.90.900.]
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Sec. 21.90.000. Definitions for title. In this title, unless the con­
text requires otherwise,

(1) "alien insurer” means an insurer formed under the laws of a 
country other than the United States of America, its states, districts, 
territories, and commonwealths;

(2) "authorized insurer” means an insurer authorized by subsisting 
certificate of authority issued by the director to transact insurance in 
this state;

(3) "commissioner” means the commissioner of the Department of 
Commerce and Economic Development;

(4) "court” means superior court;
(5) "director” means the director of the division of insurance;
(6) "division” means the division of insurance, Department of Com­

merce and Economic Development;
(7) "domestic insurer" means an insurer formed under the laws of 

this state;
v8) "foreign insurer” means an insurer formed under the laws of a 

jurisdiction other than this state and includes an alien insurer;
(9) "industrial life insurance” means tha t form of life insurance 

written under policies with a face amount of $1,000 or less, with the 
words "industrial policy” imprinted on the face as part of the descrip­
tive matter, and under which premiums are payable monthly or more 
often;

(10) "insurance” means a contract whereby one undertakes to in­
demnify another or pay or provide a specified or determinable amount 
or benefit upon determinable contingencies;

(11) "insurer” includes a person engaged as indemnitor, surety, or 
contractor in the business of entering into contracts of insurance or of 
annuity;
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CH A IR M EN  S  M ES SA G E
he Medical Indemnity Corpora­
tion of Alaska has completed 
another year of operation which 

was the most dynamic since its incor­
poration in 1976. The year saw many 
changes in the way our corporation 
operates and views its role in the state 
of Alaska. There were many factors 
which contributed to our successes 
and disappointments during 1985. I 
woulc >ke to share with you several of 
the challenges that were presented to 
your Board of Governors during the 
year.

Even though MICA is a relatively 
small medical liability insurance com­
pany compared to our counterparts in 
the Lower 48, MICA prides itself on 
retaining only the most qualified advi­
sors available inside and outside the 
state of Alaska. One of the most im­
portant consultants retained is our 
independent actuary who attempts to 
predict with a reasonable degree of 
certainty our anticipated claims volume 
and claims severity. Our efforts in 
1985 to encourage early reporting of 
potential claims may have resulted in a 
claims volume that exceeded our ex­
pectations, as well as that of our actu­
ary. This claims volume placed a tem­
porary but substantial pressure on our 
financial resources, and for that rea­
son.. our 1985 financial statement does 
not reflect the margin of surplus we 
experienced during most of our pre­
vious years of operation.

Another very significant issue 
presented to the Board of Governors 
during 1985 was the fact that a large

number of national and international 
reinsurers had begun or had totally 
withdrawn from writing business asso­
ciated with the medical malpractice 
market. This unpredictable and possi­
ble unavailability of any reinsurance, 
presented unique problems to the 
MICA Buard as to the amount of pol­
icy limits we could realistically provide, 
in the abst ce of reinsurance. Fortu­
nately, we were able to negotiate a 
reinsurance contract for 1985 but we 
were unable to procure reinsurance for 
the higher limits of liability offered by 
MICA in previous years. We anticipate 
that this reinsurance problem may 
continue for some time, and we are 
committed to continue offering only 
policy limits which MICA can support 
and still remain fiscally sound today 
and in the future.

In response to the dramatically 
increasing claims costs and substan­
tially greater reinsurance premiums, 
MICA had no alternative except to 
raise premiums in 1985. Certainly, the 
increase was greater than we would 
have initially anticipated for the year, 
but the adjustment was actuarily sound 
and clearly justifiable under the cir­
cumstances.

Your Board is very pleased with 
the performance of its Risk Manage­
ment Committee and staff. Unques­
tionably, our ongoing communications 
program with our policyholders is a 
fine example for others in our industry. 
We have taken a leadership role in the 
development of a creative risk man­
agement program that has brought not

only acceptance but accolades from 
MICA insureds and which we are con­
fident will pay substantial dividends to 
the MICA program in the years ahead.

The Medical Indemnity Corpora­
tion of Alaska is now completing its 
tenth year of oppraticn in the state. 
During that time, MICA has strived to 
provide adequate protection to its 
insureds and to those receiving medi­
cal care in this state. We have met 
frequently and worked diligently to 
create a health care environment that 
is conducive to the well-being of all 
our citizens. Although we operate a 
p.ofessional and efficient insurance 
organization, MICA is still subject to 
the same judicial vagaries that other 
medical liability insurance companies 
face throughout the country. For that 
reason, MICA undertook a position in 
1985 to support tort reform that would 
be fair to private individuals, our in­
sureds, and the company. We have 
taken a strong stand in support of 
legislation that will provide positive 
change to the legal system and thus 
promote the best interest of Alaskans. 
We are confident that the Alaska Leg­
islature will enact changes to the tort 
system that will ensure the uninter­
rupted and quality health services 
needed and deserved by all Alaskans.

Finally, we would like to thank 
those physicians, hospitals and other 
health care providers that have given 
support and aid to the Medical Indem­
nity Corporation of Alaska. Their rec­
ognition of the importance of having a 
company that can respond to the local

needs of Alaskan nsureds and its cit 
zens is heartwarming. We appreciate 
the efforts of our MICA staff and the 
many persons who have volunteerec 
to assist MICA during its growing 
years. We are confident that MICA’s 
second decade will be as positive an 
dynamic as its firs*

Respectfully submitted,

k J *  ,  x/.C
Robert D. Whaley, M D .—Secojtcl Vice-Chaintiar.



T he graph to the right illustrates 
the continuing escalation of 
claims reported by MICA policy­

holders since the company’s incorpora­
tion in 1976,

We have added a new column for 
1985 entitled, “Suspense Files’’ as 
distinguished from reported claims.
This new category relates to incidents 
reported to MICA whicli have some 
elements realistically associated with a 
legitimate claim, but no claim has ac­
tually been made to date. Although 
these potential claims are thoroughly 
investigated to provide the best possi­
ble defense to our insureds, they con­
tinue to be termed "suspense" files 
until the patient or the patient’s attor­
ney actually makes a demand for com­
pensation. An exception to this rule is 
to open a claims file when the medical 
misadventure resulted in serious con­
sequences and in our judgement, will 
most likely result in a demand for 
compensation at some future date.

MICA remains the only medical 
malpractice insurance carrier in Alaska 
with a local, “in-house” Claims De­
partment. Our Claims Department is 
staffed by a registered nurse who con­
ducts all initial investigations of poten­
tial claims. She is supported and as­
sisted by MICA's manager who has a 
background of over 30 years of casu­
alty claims expeiience. She also draws 
upon the medical expertise of the 
physicians on the MICA Board of 
Governors and Risk Management 
Committee.

The first steps taken by MICA’s 
Claims Administrator on a newly re­
ported claim are to conduct an in-

depth review of the factual situation 
with the policyholder, and to consoli­
date all of the available medical re­
cords on the case. This initial informa­
tion and documentation is provided to 
one or more physicians of the sam< 
medical specialty as our insured, for 
an opinion on whether the facts indi­
cate the standard of care was met 
under the circumstances. This initial 
investigation and peer review opinion 
provides ^ swift and solid foundation 
upon which the defense of the case 
can be built. Conversely, it can also 
provide the basis for prompt settlement 
if the facts prove the claim to be meri­
torious.

n o .  TOTAL N U M BER R E PO R T E D  C LA IM S. (1 9 7 7 -1 9 8 5 )

100-

MICA’s unique ability to respond 
to the urgent needs of our policy­
holders when a real or potential claim 
arises, cannot be overemphasized. Our 
claims staff knows Alaska, they know 
our physicie~s, they know our entire 
health cure provider community, and 
most importantly, MICA is recognized 
as the dominant writer of medical 
malpractice insurance in Alaska that 
will vigorously resist the demands of its 
adversaries all the way to the jury, if 
necessary, on frivolous and non-meri- 
torious claims.

90.
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R IS K  M ANAG EM ENT

R isk Management at MICA had its 
real beginning in December 1983 
with the hiring of Janet Johnston, 

R.N., M.S.N., as the MICA staff person 
charged with the responsibilities of inves­
tigation/resolution of claims along with 
the institution of a Risk Management 
program. Ms. Johnston’s experience in 
ciinicai nursing and as a nursing admin­
istrator and consultant, was further aug­
mented by MICA’s exclusive Alaska 
contract with Dr. Robert Brittain of Den­
ver, Colorado, a nationally recognized 
pioneer and leader in the field of medi­
cal malpractice Risk Management. In 
1984, MICA’s Risk Management Com­
mittee was formed, bringing together 
seven physicians from the Alaskan medi­
cal community, each recognized as a 
leader in his or her field of medical 
practice. Three other physicians have 
since joined the Committee, and several 
others have bzen asked to serve fro’.* 
time to time to meet special needs end 
to provide special expertise to the Com­
mittee and the Risk Management pro­
gram.

Tho initial thrust of the Risk Man­
agement Committee was to begin edu­
cating itself by reviewing past as well as 
new claims in ar. attempt to delineate 
those risk management factors which 
were involved. In addition, the members 
of the Risk Management Committee 
were able to meet with and to review 
their efforts with Dr. Brittain.

Risk Management is primarily an 
educational venture, one of identifying 
those factors which are instrumental in 
either provoking or preventing claims 
and, once identified, of educating physi­
cians as to those factors and as to the 
means of either countering them or

using them to provide a viable defense. 
To this end, the Risk Management 
Committee has been involved in the 
following:

1. Seminars, utilizing both medical 
and legal personnel: in one instance 
to speak to relevant Risk Manage­
ment issues as viewed from both the 
plaintiffs and defendant’s side of the 
issue and in another, to discuss the 
proper management of the litigation 
process itself from the physician’s 
standpoint.

2. Individual presentations to the 
medical and nursing staffs of our 
insured hospitals, using the services 
of Ms. Johnston and one or more 
members of the Risk Management

Committee.

3. Circulation of a growing library of 
videotapes of the seminars and of 
tapes made for MICA by Dr. Brittain 
on specific topics of Risk Manage­
ment importance.

4. MICA Risk Management Bulletins 
featuring articles on Risk Manage­
ment written by Ms. Johnston and 
members of the Risk Management 
Committee or reprinted from other 
Risk Management periodicals pub­
lished by the insurance industry.

Unfortunately, the principle of "tell 
'em, tell ’em again, then tell ’em what 
you told ’em,” though valid in concept,

is just not enough!

Recently, the MICA Board of Gov­
ernors’ Chairman wondered aloud as to 
whether the Risk Management program 
was reaching the point of diminishing 
returns. While it is premature to attempt 
to judge the effects of a risk manage­
ment program (barely 21 months old), 
claims continue to occur, often as the 
direct result of the failure to observe 
basic risk management principles, while 
other claims prove indefensible in the 
face of good medicine for the very same 
reasons.

While no claim is the sole result of 
a single factor, it is estimated that in 
excess of 40% of the claims presently



being handled by MICA, either would 
not have occurred or, if brought, would 
have been rendered defensible by the 
proper attention to risk management 
principles.

Tiierefore, it seems that the proper 
response is rot to continue only with 
the past methods or to abandon the 
effort altogether, but rather to look to a 
new means of ensurir g that these basic 
principles are followed by physicians, 
nurses and hospital administrative staff 
to the point where they are effective.

As important as tort reform is to 
the Alaskan medical community, the 
number of claims relating to the failure 
to follow basic risk management princi­
ples suggest that the same physicians, 
nurses and hospital administrative staff 
could do as much, or more, to bring 
about a significant resolution of the 
malpractice problem by their own ef­
forts.

Two alternative (and complemen­
tary) plans are presently being evalu­
ated, one of which is beginning to be 
implemented at this time.

The first, a Risk identification and 
Resolution Program has begun, using 
staff and contract personnel to view 
clinical records and policies of insured 
hospitals, to make certain that those 
policies reflect, insofar as practical, the 
standards of the JCAH, ACS, ACOG, 
and other recognized specialty organi­
zations.

The second program, due to be 
presented for consideration by the 
MICA Board of Governors later this

year, is that of a Participatory Risk 
Management program which has sev­
eral aspects:

(A) The publication of a series of 
selected risk management criteria as 
a part of each new or renewal policy 
which must be agreed to and signed 
by each applicant, Failure to observe 
these criteria which may be general, 
pertaining to incident reporting 
medical record-keeping, etc., o. 
specific as with standards for specific 
obstetrical procedures, may result in 
cancellation of coverage, the imposi­
tion of a substantial premium sur­
charge or a significant limitation on 
the amount of coverage as deter­
mined by MICA's Underwriting Com­
mittee.

The risk management criteria should 
not be viewed as oppressive or arbi­
trary. Actually, it represents a simple 
lelineation of the nationally ac- 
zpted and current medical profes­

sional standards for patient care and 
physician protection vis-a-vis medi­
cal/legal conflicts.

(B) The possible issuance of pre­
mium discounts for those policy­
holders who have demonstrated 
both an understanding and an effec­
tive use of risk management proce­
dures in their practices, who also 
have a history of cooperation with, 
and loyalty to MICA’s goals of reduc­
ing claims frequency and/or severity.

MICA’s proposed  Participatory 
Risk Management program is not origi­
nal with the Risk Management Com­
mittee but represents a program similar 
to one recently instituted by Colorado’s 
Physician-sponsored Insurance com­
pany (COPIC) as authorized by Dr.

Brittain, together with elements of Par­
ticipatory Risk Management programs 
presently in use in other states.

It is our absolute belief that the 
Risk Management program underpins 
MICA’s entire insurance program and 
that the current malpractice 01 medical 
liability crisis of 1985-86 can be, in 
large part, ameliorated by the proper 
use of those risk management proce­
dures.

MICA’s growing library of video
tapes by Dr. Brittain are available to
MICA insureds upon request.

 General Issues in
Risk Management/
Perinatalogy

 General Issues in
Risk Management/
Internal Medicine

 General Issues in
Risk Management/
General Surgery

 General Issues in
Risk Management/
Li..urgency Room

 Informed Consent
and the Consent 
Form

 The Value of Early
Reporting of 
Potential Claims (20 minutes)

 The Quality of the
Medical Record (20 minutes)

 Jousting (15 minutes)

 Billing Practices as a
Risk Management
Issue (20 minutes)

 Managing Risk in
Cancer Diagnosis (15 minutes)

Managing Risk in the 
Emergency Room (15 minutes)

 Managing Risk in
Obstetrics
Issue (15 minutes)

 Videotape of the MICA Medical
Malpractice Prevention Seminar 
held in Anchorage in May, 1985. 
This set of tapes includes the en­
tire four-hour seminar including 
presentations by two attorneys 
specializing in malpractice (one 
defense, one plaintiff) and Dr. 
Brittain. The 3/t-inch set contains 
four tapes of an hour or less. The 
VHS set contains two tapes of two 
hours each.

NOTE: Several new tapes are being 
produced or purchased and their avail­
ability will be published in MICA's future 
risk management bulletins.

(1 hour) 

(1 hour) 

(1 hour) 

(1 hour) 

(40 minutes)

The Quality of
Medical Care (20 minutes)
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U N D E R W R I T I N G

D etermining adequate premium 
levels as well as establishing and 
maintaining criteria r insurabil­

ity are the key functions oi the Under 
writing Department and they form the 
financial foundation upon which a 
fiscally sound insurance company is 
built.

Each year MICA carefully ana­
lyzes the balance between its income 
derived from earned premiums (and 
secondarily from investment return) as 
opposed to both actual and anticipated 
expenditures. These include: claims 
settlements, reinsurance costs, plus 
normal operating expenses in addition 
to incurred liabilities in reserving the 
estimated costs of pending claims.

In 1985, MICA's expenditures 
exceeded income from all sources, 
and policyholder surplus was utilized 
to offset this deficiency. The other 
alternative would have been to imple­
ment mid-term premium increases 
which the MICA Board of Governors 
rejected in favor of subsidizing MICA's 
policyholders’ rates through the use of 
surplus.

At the close of 1985 it was appar­
ent that premium increases were re­
quired to correct the imbalance of 
expenditures and incurred liabilities 
exceeding income. Additionally, a 
sufficient amount of income would 
have to be generated in the future to 
replenish policyholder surplus which 
acts as a financial cushion to absorb 
unexpected and catastrophic claims 
experience or other unanticipated 
expenses.

MICA’s rate levels are not arbitrar­

ily created by the company. The fact 
is, that domestic insurance carriers, 
such as MICA, are one of the most 
highly iegu!ated industries in the 
United States.

All rate increases must first be 
supported by actuarily sound docu­
mentation and then reviewed by the 
MICA Board of governors. The rates 
are then filed with :he Alaska Division 
of Insurance for approval by the Direc­
tor who can reject the filing if he de­
termines that the rates are excessive or 
inadequate. Thus, rate increases must 
be fully supported by a need and thor­
oughly evaluated by the MICA staff 
and the MICA Board of Governors, as 
well as approved by the state regula­
tory agency before they are imple­
mented.

MICA's underwriting guidelines 
were created to provide an equitable 
and uniform basis upon which to de­
termine insurability. Careful underwrit­
ing is the method utilized to control 
the cost of insurance for the majority 
of our policyholders who present a 
normal exposure to loss. Conversely, 
prudent underwriting would mandate 
rejecting an application by a particular 
physician who most likely would cause 
other policyholders to support, to an 
unfair degree, that ihysician’s claims 
costs.

Ultimately, the beneficiary of pru­
dent underwriting is the physician who 
is professionally qualified, without a 
history of medical misadventures. 
Proper underwriting often involves 
very painful decisions which are taken 
very seriously by the MICA staff and 
your Board of Governors. However,

without underwriting criteria, the finan­
cial integrity of the corporation would 
clearly be impaired which patently 
would not serve the best long term 
interests of the corporation or our 
policyholders.



IN V E S TM EN TS
D espite declining interest rates 

and a larger portion of its port­
folio in short-term investments, 

MICA's net investment income reached 
$1,158,000 in 1985, exceeding the 
1984 figure by more than $59,000. 
This increased income was attributable 
entirely to a 10% increase in earning 
assets. Additionally, with the decline in 
market interest rates, MICA’s portfolio 
of notes and bonds increased in mar­
ket value. At year’s end, that market 
value exceeded by more than 
$500,000 the value shown on the 
company’s books.

MICA is entering 1986 in a very 
liquid position. This reflects recognition 
by its board of governors of the uncer­
tainties facing the liability insurance 
business in the present environment, 
including the cost and terms of rein­
surance. Nonetheless, our basic invest­
ment policy continues to emphasize 
high asset quality and stable returns.
In 1986, as in the past, MICA’s invest­
ment income will be an important and 
dependable supplement to its income 
from policyholder premiums.

A S S E T  C O M P O S I T I O N
% o f Y ie ld

C o s t A s c e ts O n  C o s t

C ash E q u iv a len ts ......................... ....................  $1 ,1 2 3 ,8 1 6 11.4% 7.63%
U.S. Treasury N o te s .................... ....................  4 ,9 1 9 ,4 1 2 50.1 11.34
Federal Agency Obligations . . . ....................  1 ,113 ,563 11.3 10.77
C orporate Obligations

& C anadian  Yankee Issues . . ....................  2 .6 7 0 .6 1 8 2 7 .2 11.52
Total A s s e t s ................................... ....................  $ 9 ,8 2 7 ,4 0 9 100.0% 10.90%

M A T U R I T Y

% o f Y ie ld
C o s t A s s e ts O n  C o s t

Im m e d ia te  L iq u id ity ............... ....................  $ 1 ,123 ,816 11.4% 7.63%
1986 .............................. ....................  735 ,510 7 .5 10.93
1987 .............................. ....................  1 ,049 ,203 10.7 9 .09
1988 .............................. ....................  740 ,344 7 .5 11.37
1989 .............................. ....................  694 ,472 7.1 10.63
1990 .............................. ....................  698 ,828 7.1 12.07
1 9 9 1 .............................. ....................  725 ,203 7 .4 13.49
1992 .............................. ....................  755 ,375 7 .7 11 .43
1993 .............................. ....................  980 ,398 10.0 11.82
1994 .............................. ....................  927 ,344 9 .4 12.76
1995 .............................. ....................  960 .969 9 .8 10.60

S u b to ta l........................................... ....................  $9 ,3 9 1 ,4 6 2 9 5 .6% 10.90%
4 3 5 ,9 4 7 ’ 4 .4 10.75

Total A s s e t s ................................... ....................  $ 9 ,827 ,409 100.0% 10.90%

’ Segregated assets held tt fund long-term liability
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IN V E S TM EN TS
I n v e s t m e n t  Y i e l d  ( P o r t f o l i o  A s s e t s )

$ F ig u res fo r fu n d s  in v es ted  r e p re se n te d  in m illions

P o r t f o l i o  A s s e t s

1985 _  

1984 _  

1983 _  

1982 _  

1981 _  

1980 _  

1979 _  

1978 _  

1977 _  

1976 _

. $9.83 

$8.75 

$8.30 

$7.39 . 

$6.84. 

$5.82 . 

$3.73. 

$2.31 . 

$1.83. 

$ .89.

( Y i e l d  o n  c o s t )

_________ (10.90%)

(11.79%)

(11.58%)

.(12.46%)

.(6.39%)

.(5.33%)

.(8.17%)

N e t  I n v e s t m e n t  G a i n — ( I n v e s t m e n t  i n c o m e  l e s s  i n t e r e s t  e x p e n s e  

f o r  S t a t e  o f  A l a s k a  l o a n )

$ F ig u res fo r  n e t in v e s tm e n t g a in  r e p re s e n te d  in  th o u s a n d s

1985. 

1984. 

1983. 

1982. 

1981 . 

1980. 

1979. 

1978. 

1977 . 

1976.

_ $948.00 . 

.  $889.09. 

.  $677.54. 

_ $594.40 . 

.  $425.76. 

.  $285.01 . 

.$187 .10 . 

.  $ 74.03 . 

.($ 6.86). 

.($ 11.42). ■I
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F IN A N C IA L  STA TEM EN TS

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

Em&v & Whinney

B o ard  o f  G o v e rn o rs
M e d ica l In d e m n ity  C o rp o ra tio n  o f  A la sk a  
A n c h o rag e , A la sk a

We have  e x am in ed  th e  b a la n c e  s h e e t s  o f  M ed ica l In d e m n ity  C o rp o ra tio n  o f  A la sk a  
(M IC A ) a s  o f  D e c e m b e r  3 1 ,  1 9 8 5  a n d  1 9 8 4 ,  a n d  th e  re la te d  s t a te m e n t s  o f  o p e ra ­
t io n s  a n d  c h a n g e s  in  p o lic y h o ld e rs ’ s u r p lu s  (d e f ic it)  a n d  c h a n g e s  in  f in an c ia l p o s i t io n  
fo r  th e  y e a rs  th e n  e n d e d . O u r  e x a m in a tio n s  w ere  m a d e  in a c c o rd a n c e  w ith  g e n era lly  
a c c e p te d  a u d itin g  s ta n d a r d s  a n d , acco rd in g ly , in c lu d e d  su c h  t e s t s  o f  th e  a c c o u n tin g  
r e c o rd s  a n d  su c h  o th e r  a u d it in g  p ro c e d u re s  u s  w e  c o n s id e re d  n e c e s sa ry ' in th e  c ir ­
c u m s ta n c e s .

A s  m o re  fully  d e s c r ib e d  in N o te  B to  th e  f in an c ia l s t a te m e n t s ,  th e  re se rv e  fo r u n p a id  
lo s s e s  a n d  lo s s  a d ju s tm e n t  e x p e n s e s  w a s  d e te rm in e d  b a s e d  u p o n  an  e s t im a te  o f  th e  
u l tim a te  s e t t l e m e n t  c o s t s  o f  all lo s s e s  a n d  lo s s  a d ju s tm e n t  e x p e n s e s .  M a n a g e m e n t 
b e lie v es  th a t  th e  re se rv e  fo r  u n p a id  lo s s e s  a n d  lo s s  a d ju s tm e n t  e x p e n s e s  is  a d e ­
q u a te .  H ow ever, n o  a s s u r a n c e  c an  b e  g iven  th a t  th e  u l t im a te  s e t t l e m e n ts  w ill n o t  b e  
s ig n if ic a n tly  g re a te r  o r  le s s  th a n  s u c h  e s t im a te d  am o u r t s  in c lu d e d  in  th e  C o rp o ra ­
t io n 's  fin an c ia l s t a te m e n ts .

In  o u r  o p in io n , s u b je c t  to  th e  e f fe c ts  on  th e  f in an c ia l s t a te m e n t s  o f  su c h  a d ju s t ­
m e n ts ,  i f  any, a s  m ig h t have  b e e n  re q u ire d  h a d  th e  o u tc o m e  o f  th e  u n c e r ta in ty  re ­
fe rre d  to  in th e  p re c e d in g  p a ra g ra p h  b e e n  k n o w n , th e  f in an c ia l s t a te m e n t s  re fe rre d  to  
ab o v e  p r e s e n t  fa irly  th e  f in an c ia l p o s i t io n  o f  M ed ica l In d e m n ity  C o rp o ra tio n  o f  
A la sk a  a t  D e c e m b e r  3 1 ,  1 9 8 5  a n d  1 9 8 4 ,  a n d  th e  r e s u l t s  o f  i t s  o p e ra t io n s  a n d  th e  
c h a n g e s  in i t s  f in an c ia l p o s i t io n  fo r th e  y e a rs  th e n  e n d e d , in c o n fo rm ity  w ith  g e n e r­
a lly  a c c e p te d  a c c o u n tin g  p r in c ip le s  a p p lie d  o n  a  c o n s is te n t  b u s is .

V* ~7i)
A n c h o rag e , A la sk a  
F e b ru a ry  2 8 ,  1 9 8 6
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F I N A N C I A L

S T A T E M E N T S
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

ASSETS
Investments—Note C:

U.S. government notes and .onds—designated for retirement of note payable.
U.S. government notes and bonds—undesignated.....................................................
Canadian government b o n d s .............................................................................................
Corporate notes  ...............................................................................................................
Short-term demand notes and money market investm ents......................................

C a sh ..................................................................................................................................................
Premiums receivable, less allowance for doubtful accounts of 52,000

in 1985 and 1984......................................................................................................
Accrued interest receivable.......................................................................................................
Note receivable..............................................................................................................................
Account receivable—U.S. government....................... .........................................................
Computer equipment, less accumulated depreciation of $7,418 

in 1985 and $3,548 in 1984....................................................................................

LIABILITIES AND POLICYHOLDERS’ SURPLUS 

LIABILITIES
Unpaid losses and loss adjustment expenses......................................................................
Deferred premiums—MCM p o lic ie s..................................................... ................................
Deferred premiums—MCM policies—to be refunded.....................................................
Accounts payable and accrued expenses............................................................................
Premiums received in advance................................................................................................
Liability to reinsurers....................................................................................................................

NOTE PAYABLE TO STATE OF ALASKA......................................

POLICYHOLDERS' SURPLUS (DEFICIT)....................................

B A L A N C E  S H E E T S

December 31 
1985 1984

$ 606,354 $ 546,356

5,658,313 5,228,156

247,422 246,875

2,458,178 2,820,288

1,113,191 133,699

10,083,458 8.975,374

108,953 131,427

21,298 37,769

229,036 233,126

22,884 23,184200,000
11,933 15,803

$10,477,562 $9,616,683

$ 6,543,938 $3,674,773

284,000

694,416

143,262 150,037

139,075 71,174

62,000 401.162

7,582,691 4,581,*46

3,000,00 3,000,000

(105,129) 2,035,537

$10,477,562 $9,616,683

See notes to financial statements.



S T A T E M E N T S  O F  O P E R A T I O N S  A N D  C H A N G E S  I N  P O L I C Y H O L D E R S ’ S U R P L U S

Year Ended Decem ber 31 
1985_____________ 1984

Revenue:
Premiums earned:

Physicians ........................................................................................................................................................  $2,510,344 $1,869,421
Hospitals  679,858 714,567
Related health care  141,219 109,067

3,331,421 2,693,055

Deduct (add):
Reinsurance ceded......................................................................................................................................  897,183 1,119,692
Change in deferred prem ium s................................................................................................................ 410,416 (82,000)

2,023,822 1,655,363

Interest earned, less investment expenses of $53,751 in 1985 and $50,458 in 1984........... 1,158,190 1,099,093
TOTAL REV EN U E 3,182,012 2,754,456

Losses and expenses:
L c ';e s  and los adjustment expenses  4,587,236 2,232,720
Ot. er underwriting expenses—Note F .....................................................................................................  525,442 411,811
Interest expense on note payable to State of Alaska—Note E ........................................................ 210,000 210,000

TOTAL LOSSES AND EXPEN SES  5,322,678 2,854,531

N ET LOSS (2,140,666) (100,075)

Policyholders’ surplus at beginning of year  2,035,537 2,135,612

PO LIC YH O LD ERS ' SU RPLU S (DEFIC IT) AT END OF YEA R  $ (105,129) $2,035,537

See notes to financial statements



F I N A N C I A L

STA TEM EN TS ___________________
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

* S T A T E M E N T S  O F  C H A N G E S

Year Ended December 31
O ______________________________________________________ 1985______________1984

FUNDS PROVIDED
From operations:

Net lo s s ............................................................................................................................................................. $(2,140,666) $ (100,075)
Add (deduct) items not af'ecting cash:

’ Increase in liabilities................................................................................................................................. 3,001,545 834,933
Decrease (Increase) in premiums receivable................................................................................... 16,471 (19,807)
Decrease (increase) in accrued interest receivable......................................................................... 4,090 (34,282)
Decrease (increase) in notes and accounts receivable.................................................................. 200,300 (167,618)
Purchase of computer.............................................................................................................................. (19,351)
Amortization of bond d isco un t............................................................................................................. (109,857) (88,075)
Depreciation of computer equipment................................................................................................ 3,870 3,548

FUNDS PROVIDED FROM OPERATIONS 975,753 409,273
Maturity of inve stm en ts.............................................................................................................................. 2,000,000 1,065,000

TOTAL FUNDS PROVIDED 2,975,753 1,474,273

FUNDS USED
Purchase of investments............................................................................................................................... 3,018,735 1,508,972

D EC REA SE  IN CASH (42,982) (34,699)

Cash and money market investments at beginning of year......................................................................... 265,126 299,825

CASH AND MONEY M A RKET
INVESTMENTS AT EN D  OF YEA R $ 222,144 $ 265,126

See notes to financial statements.
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N O T E S  T O  F I N A N C I A L  S T A T E M E N T S  

MEDICAL INDEMNITY CORPORATION OF ALASKA
D ecem ber 31, 1985

NOTE A-ORGANIZATION AND 
OPERATIONS

Medical Indemnity Corporation of Alaska (MICA) 
is an Insurance company created by the Alaska 
legislature to provide professional liability insurance 
to Alaskan physicians and surgeons, hospitals, and 
related health care organizations. MICA com­
menced business on June 28, 1976.

The daily operations of MICA are managed by an 
independent consulting firm, which is compensated 
on the basis of actual costs plus a management 
fee.

Prior to January 1, 1979, M ICA Issued “occur­
rence" basis policies which provide coverage for the 
policyholder for claims incurred during the policy 
year regardless of when the claims are reported to 
MICA. Since January 1, 1979, MICA has issued 
only "claims-made" policies which provide cover­
age for the policyholder for claims reported during 
the policy year to MICA, regardless of when the 
claims were incurred. Until December 31, 1985, 
MICA also issued a "modified claims-made" policy 
(“MCM”) which provides coverage for the policy­
holder for claims reported during the fiist twelve 
months subsequent to the policy expiration date 
and also for claims reported during the policy year.

MICA also offers policyholders who terminate their 
policy the option of purchasing a "tail" (occurrence) 
policy which will Indemnify the policyholder against 
future claims that occurred while a MICA policy­
holder.

MICA was capitalized with a note payable to the 
State of Alaska.

NOTE B-SIGNIFICANT  
ACCOUNTING POLICIES

Ba s is of Presentation: The accompanying 
financial statements have been prepared in con­
formity with generally accepted accounting princi­
ples which are not significantly different from 
accounting practices required for statutory pur­
poses. Anticipated investment income Is considered 
in determining if premium deficiencies exist.

Deferred P rem ium s (to be refunded): Deferred 
premiums to tx- refunded are the result of discon­
tinuing the sale of MCM policies. MICA will refund 
a premium to MCM policyholders at December 31, 
1985 based upon the number of years the policy­
holder has been with MICA.

Underwriting Expenses: Underwriting costs are 
expensed when incurred. Due to the nature of 
MICA's operations, commissions and premium 
taxes are not significant.

L o sse s and L o s s  A d justm ent Expenses: The
liability for unpaid losses and loss r Jjustment 
expenses represents an estimate of the ultimate net 
cost of all such amounts unpaid at the balance 
sheet dates. The liability has been determined using 
case basis evaluations and statistical analyses and 
projections. The statistical analyses and projections 
have been determined by independe:-! consulting 
actuaries using MICA's own historical loss data, 
giving effect to estimates of trends in claim fre­
quency and severity, and are inherent In MICA's 
premium structure. These estimated liabilities are 
continually reviewed and, as adjustments become 
necessary, such adjustments are reflected in current 
operations. Although MICA believes the estimate 
for the liability is reasonable under the circum­
stances, MICA's actual incurred losses and loss 
adjustment expenses may vary from the amounts 
included in the financial statements.

Depreciation: Comouter equipment is recorded 
at cost and depreciated over the estimated useful 
life of the assets using the straight-line method.

NOTE C-INVESTMENTS

Investments in government and corporate notes 
and bonds are carried at amortized cost. The 
market values of these investments were as follows:

December 31 
1985 1984

US. government 
notes and bonds 

Canadian govern­
ment bonds 

Corporate notes

56,620,891 $5,740,791

290,625
2,598,776

260,938
2,908,001

P rem ium s: Premiums are earned ratably over the 
policy period to which they apply. Policies are 
written on a calendar year basis.

Short-term Investments are carried at cost, which 
approximates market value.

Notes with an amort zed cost of approximately 
$400,000 were pledged to the Alaska Insurance 
Department to meet statutory requirements.

The Board of Governors has designated U.S. 
government notes and bonds with an amortized 
cost of $606,354 in 1985 and $546,356 in 1984 
for retirement of the note payable to the State of 
Alaska.

Realized gains and losses, which are not material to 
the financial statements, are determined on the 
basis of specific identification and are included In 
interest income for presentation purposes.

NOTE D-R EINSURANCE

Loss and loss adjustment expenses Incurred during 
1985 for claims in excess of $250,000 up to 
$2,000,000 per occunence are 83.5% recoverable 
under excess of loss reinsurance contracts. MICA 
remains liable for the 16.5% of excess loss not 
covered by reinsurance. Additionally, MICA has a 
deductible of 5831,000 for excess losses under 
their reinsurance agreements for 1985 claims.

I nss and loss adjustment expenses incurred during 
1984 and prior years in excess of $200,000 up to 
$5,000,000 per occurrence are 100% covered by 
reinsurance agreements.

MICA would remain liable to the extent reinsur­
ance companies are unable to meet their obliga­
tions.

Amounts which have been deducted from liability, 
income, and expense accounts in connection with 
all ceded reinsurance placed with other companies 
are as follows:

1985 1984

Estimated losses and 
lo ss adjustment 
expense to be 
recovered from 
reinsurer 

Reinsurance premi­
um s Incurred 

Losses paid by 
reinsurer 

Lo ss adjustment 
expenses paid by 
reinsurer

NOTE E -N O T E  PAYABLE TO THE 
STATE OF ALASKA

The Act which created MICA provided for its Initial 
capitalization through a loan of $3,000,000 from 
the Medical Malpractice Revolving Loan Fund of 
the State of Alaska. Th is loan, which may not 
exceed $6,000,000, is subordinated to all other 
obligations of MICA. The remaining $3,000,000 
available under this provision from the State can be 
drawn on if operations demand.

Repayment of the ban is to be made in install­
ments based upon underwriting earnings computed 
as specified in the Act. No repayment was due at 
December 31, 1985 or 1984. Interest at 7% is 
payable quarterly.

The remaining $3,000,000 of the available loan 
from the Medical Malpractice Revolving Loan Fund 
requires repayment within five years from the date 
MICA receives the additional funds. Interest on the 
additional funds is payable at six percent.

NOTE F-MANAGEMENT 
AGREEMENT

MICA's daily operations are managed by Marsh & 
McLennan, Inc. on the basis of cost reimbursement 
plus a management fee.

NOTE G -IN C O M E TAXES

MICA has received a ruling from the State of 
Alaska and a professional opinion that as a public 
corporation created by the State of Alaska, it is 
exempt from income taxes.

NOTE H-COMMITMENTS

MICA leases office space with an annual rental 
expense of approximately $27,000 through De­
cember 1985. Rental expense was $27,000 in 
1985 and 1984. MICA has renewed its present 
lease through December 1986
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$3,090,000 $1,775,000 

897.183 1.115.692

1,023,149 546,994
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By: Roger F .  Holmes, E s q .

1 984 was the worst year in the his­
tory of the property/casualty insur­
ance industry. In the wake of the 

1984 experience, 1985 resulted in the 
moi violent market constriction in the 
history of the insurance industry. In 1985 
underwriting losses continued to mount. 
16% of the United States insurance in­
dustry is targeted for observation of finan­
cial problems and possible insolvencies 
under an industrywide early warning 
system.

Between 1975 and 1985 the medi­
cal malpractice field as a whole failed to 
turn an underwriting profit in every year 
except 1977. Medical malpractice premi­
ums nabonwide in 1985 rose an average 
of 32%. In New York, premiums for all 
physicians rose an average of 52%. The 
predictions are for similar rate increases in 
1986. Lloyds of London, a substantial 
medical malpractice underwriter, ias 
threatened to pull out of the Unit id 
States market completely.

The New Mexico medical malpractice 
insurance captive which was providing 
insurance for Wyoming physicians pulled 
completely out of the State of Wyoming 
In Illinois, the average jury verdict against 
health care providers doubled and the 
percentage of defense verdicts in medical 
malpractice cases dropped below 70% for 
the first time ever to 57.t %. The average 
jury verdict in medical malpractice cases 
ten years ago was $166,000. That aver­
age has now reached $955,000. At least 
16% of all physicians nationwide are 
being sued each year. Of 75 perinatology 
programs in the United States, 45 now 
have vacancies. Many attribute this largely 
to the malpractice climate.

In the face of these dismal statistics, 
the push for tort reform in the '80s has

become very strong, Physicians in many 
states have engaged in slowdowns or 
otherwise refused to perform surgery in 
an effort to dramatize this situation. It has 
been estimated that if meaningful tort 
reform takes place in the medical mal­
practice field, a billion dollars a year can 
be saved.

In 1985 Illinois adopted a compre­
hensive medical malpractice tort reform 
package. Within very few months, a trial 
judge struck the entire scheme down as 
unconstitutional. Similarly in Louisiana 
and Texas portions of medical malpractice 
reform legislation were struck down as 
unconstitutional.

Conversely, the United States Su­
preme Court affirmed without opinion 
several decisions from the California Su­
preme Court upholding various medical 
malpractice reforms. What sets the 1986 
tort reform movement apart from earlier 
movements is that many of the proposals 
are not limited to the medical malpractice 
field. This should give those refotms 
which are passed a much greater chance 
of st,1 ding constitutional scrutiny.

One short term problem with tort 
reform can be seen from the 1985 Illinois 
experience. Prior to the adoption of the 
medical malpractice reform, 9 to 10 med­
ical malpractice cases were filed a day in 
Chicago. In the three days before the 
effective date of the statute, over 1,250 
medical malpractice claims were filed in 
the City of Chicago with 725 of those 
suits alone being filed in the afternoon 
prior to the effective date of the statute. 
Lawyers and their staff members were 
standing 50 deep in six or more lines 
waiting to file medical malpractice cases 
that afternoon in order to have those 
cases filed before the effective date of the

reform legislation and thus be governed 
by the prior rules.

The focus of medical malpractice 
suits continues to center on the hospitals. 
One very good reason for this is that 
80% of all medical malpractice claims 
arise from events occurring inside the 
hospital. One favorite "empt by plaintiffs 
is to try and hold the pital liable under
the doctrine of ostens, agency for
emergency room doctors, pathologists, 
radiologists and other medical specialists 
whose practice is limited solely to the 
hospital. The courts are also beginning to 
hold hospitals strictly liable for injuries 
which result when equipment fails in the 
hospital setting resulting in injury to a 
patient.

An Arizona hospital stabilized an 
emergency room patient and instead of 
operating, transferred the patient to a 
public hospital for surgery. The reason for 
the transfer was because the patient did 
not satisfy the hospital’s financial require­
ments for admission. The Arizona Su­
preme Court held that licensed hospitals 
were required to accept and render emer­
gency care to all patients who presented 
in need of such care. The court held that 
the hospital could not transfer the patient 
until all medically indicated emergency 
procedures were completed without con­
sideration of the economic consequences.

Hospitals are now taking a close look 
at the safety of their parking lots. They 
are being sued by employees, doctors, 
patients and visitors not only for defective 
conditions such as potholes, ice and 
snow, etc., but also for criminal attacks 
outside of the hospital but on hospital 
premises.

Several cases litigated in 1985 in-



volved the p a tien ts  refusal to accept 
b lood. In W ashington, a  Jehovah 's  Wit­
ness refused before a  D & C to consen t to 
any  blood transfusion if the need  a iose . 
T he patient signed a waiver form. The 
court found  that this w aiver form did not 
pro tect the hospital o r the docto r w here 
the plaintiff bled to  dea th  as a result of 
negligence during the p rocedure. Thu 
court found that the patient had  accepted 
the risk of n o  blood, but had  no t ac ­
cep ted  the risk of m edical negligence. At 
least o n e  state suprem e court found that 
a  co m p e ten t adu lt patient can refuse 
b lood even though  it is life threatening. 
H owever, w here the patient is u ncon ­
scious courts have ordered  the transfusion 
over th e  objection of the patien t’s family. 
C ourts have also o rdered  transfusion of 
children over the objections of their par­
ents.

O n e  of the m ost difficult a reas facing 
hospitals in 1985 involved acquired im- 
m u n o  deficiency syndrom e otherwise 
know n as AIDS. T he problem s facing the 
hospital involved the em ergency room , 
elective adm issions, em ployee relations, 
w hether to require AIDS screening and  if 
so  w hat to  d o  with positive results. Q u es­
tions have arisen as to  w hether o r not 
docto rs afflicted with AIDS should be 
allowed to opera te  and  w hether em ploy­
ees  with AIDS should be allowed to be 
involved in patient care.

T he  consensus seem s to be that it is 
negligent for any  blood donation  center 
or hospital not to test blood for AIDS 
contam ination . People w ho  are at risk are 
being asked not to d o n a te . Since the 
results of AIDS tests in m any instances 
m ust be reported  to governm ental agen ­
cies, the blood centers and  hospitals now 
n eed  detailed co n sen t form s from the

don o rs  acknow ledging they understand 
that these results will be so  reported.

Psychiatrists have been field liable for 
injuries inflicted by one of their patients 
on a third person  w hen they knew  that 
person  to be at risk. A similar concern 
has arisen in the AIDS situation. The 
question  has arisen w hether o r not there 
is a du ty  to w arn others w ho might be at 
risk from the patient's AIDS condition 
especially w here the patient is a  sexually 
active person . For instance, m ust the 
spouse  be w arned.

AIDS concerns have arisen with the 
sperm  banks. Patients are presenting in 
hospitals w an 'ing  volunteer blood and 
asking no t to  be transfused from the g en ­
eral pool. Hospitals which are self insur­
ing all o r a portion of their em ployees’ 
health plan costs are faced with difficult 
decisions on  w hat screening m ust be 
d o n e  since the average cost to  treat an 
AIDS patient in 1985 has risen to 
$ 1 4 2 ,0 0 0 . D octors and  hospitals are 
faced with being sued a substantial n u m ­
ber of years in the future in AIDS related 
cases because of the long incubation 
period and  the fact that the statute of 
limitation runs two years from the date of 
discovery.

At least o n e  case arose in wh.ch a  
hospital nurse sued  the adm itting physi­
cian for not w arning her and  o ther nurses 
that th e  patient was an AIDS victim. The 
nurse inadvertently broke the skin on her 
hand  with a  need le  after giving an injec­
tion to  the patient.

T he  hospitals continue to be plagued 
by lawsuits arising ou t of the granting or 
denying cf staff privileges. O ne suprem e 
court held that a  hospital m ay deny staff

privileges. O n e  suprem e court held that a 
hospital m ay deny staff privileges solely 
based upon  the physician’s inability to 
work with o ther physicians on  the staff. 
A nother suprem e court con tinued  the 
trend of holding that a  hospital m ay re ­
voke staff privileges o r  deny  them  for the 
failure to m aintain liability insurance.

California held there was n o  duty  by 
a proctor to  a patient. The proctor was 
asked by the hospital to  oversee the o p e r­
ation by a  surgeon w ho  was applying for 
staff privileges. In the course of that o p e r­
ation the surgeon  m ade  an  error. T he 
patient sued  th e  surgeon and  the proctor 
alleging that the proctor had  an  obligation 
to  step in. T he  court found  tha t the p ro c ­
tor ow ed no  duty  to th e  patient.

Lawsuits involving inform ed consent 
continued to m ake new  law. Surgeons 
continued to be sued  for failure to  advise 
their patients of alternatives to surgery.
T he courts are holding tha t all major 
schools of thought r.eed to be conveyed 
to the patient, no t just those that the 
doctors believe to be the preferred school 
of thought. In California, a  neurologist 
withheld the correct diagnosis from the 
patient. T he testim ony at trial w as that it 
was the com m unity standard  to w ithhold 
d iagnoses w hen in the clinical judgm ent 
of the physician it was necessary. There 
was no  m edical testim ony to the contrary. 
T he judge instructed the jury that the 
doctor had a fiduciary obligation to  the 
patient to disclose all risks associated with 
m edical treatm ent, including all material 
facts know n to  the physician regarding 
the patient’s condition and  diagnosis. T he 
North C arolina S up rem e C ourt reinforced 
this by stating that the inform ed consen t 
requirem ent supercedes the “best interest 
rule.” T he N orth C arolina S up rem e C ourt



ruled that a physician may have to dis­
close risks even if he determines disclo­
sure is not in the patients best interest.

Four states have recently ruled on 
the issue of emotional distress claims 
associated with medical malpractice inci­
dents. Only Michigan has allowed these 
claims. The Michigan court allowed par­
ents to sue for emotional distress arising 
from circumstances surrounding a still 
birth.

One physician was held liable for the 
failure to warn of the possibility of hemo­
philia prior to birth. The physician did not 
cause the condition but was sued for the 
additional medical costs involved in rais­
ing the child. The parents claimed they 
would have aborted the pregnancy had 
they had the information concerning the 
possible hemophilia. Illinois rejected the 
attempt to make a pharmacist liable for 
not warning the patient that the physician 
was overprescribing medication. A physi­
cian was found liable to the patient’s heirs 
for wrongfully prescribing medication in 
excessive amounts when the patient was 
a known drug addict. The patient later 
committed suicide. Doctors are regularly 
being sued at the present time for failing 
to obtain an informed consent before 
prescribing medication.

In Michigan a doctor was held liable 
for the injuries sustained by a person in 
an automobile accident where the driver, 
an epileptic, was a patient of the physi­
cian. The plaintiff claimed that the doctor 
was negligent In failing to instruct the 
epileptic to either continue his medication 
or not to drive after withdrawing from the 
medication. In New York the court ruled 
as a matter of law that the prescription of 
a drug by a physician in an amount ex­

ceeding the dosage recommended by the 
manufacturer constituted evidence of a 
deviation from the proper standard of 
medical care.

in California the court resurrected 
the captain of the ship doctrine to hold 
the surgeon liable for the actions of a 
nurse employed by the hospital. The 
court held that the nurse was acting un­
der the direction of the doctor at the time 
of the incident. Several doctors were sued 
for revealing the identity of mothers who 
gave up children for adoption. These 
claims involved a breach of confidentiality. 
A national jury verdict survey has shown 
that while plaintiffs recover a favorable 
jury verdict in only 29% of their cases 
against general surgeons, they obtain 
favorable recoveries in 45% of the cases 
against orthopedic surgeons.

Alaskans did not escape the national 
trends In 1985. Reported medical mal­
practice claims nearly doubled in 1985. 
The nationwide reluctance of reinsurers to 
get involved in the malpractice market 
resulted in increased rates and decreased 
policy limits for many Alaska physicians.

The Alaska Supreme Court ruled in 
1985 that plaintiffs may begin discovery 
in malpractice cases prior to the report of 
the medical advisory panel even though 
the statute itself states that discovery must 
generally await the report of the panel. 
The court held that plaintiffs would gener­
ally be prejudiced if they were required to 
wait until the panel had issued its report 
unless the panel report is filed within 
eighty days of the date the health care 
provider files an answer to the complaint. 
In many Instances the court has not even 
appointed a panel within eighty days.

In 1984 the Alaska Supreme court 
ruled that a health care provider may use 
a favorable expert panel report in support 
of a motion asking the court to dismiss 
the piaintiffs case before trial. Heaith care 
providers were able to successfully use 
that case several times in 1985 to force 
dismissals of malpractice actions when the 
plaintiff failed to come forward with ex­
pert medical testimony contradicting the 
panel report.

Two medical malpractice cases were 
tried in 1985 in the State of Alaska. One 
case was tried in Anchorage and another 
in Fairbanks. Both resulted in verdicts in 
favor of the health care providers. In one 
case, the health care provider was actu­
ally in jail at the time the case was tried.

The MICA board continue to require 
that all lawsuits be tried which are deter­
mined by MICA’s physician consultants to 
be without merit. Nothing that has hap­
pened In the legal community either in 
Alaska, or in the United States as a 
whole, during the year 1985 should oper­
ate to force a change in that policy.

Roger F. Holmes is a veteran defense 
lawyer of 17 years in Alaska's courtrooms. 
Holmes specializes in trials and appeals with 
his partner, Burton C. Biss in the lawfirm of 
BISS & HOLMES, Anchorage
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D escrip tion  o f  Coverage
• 0 deductible. * # »
• Contract T trm  Maximum: $250,000.
• CopaymimLTtmpcuaiy Health Care pays 80% of 
Uie first $5,000 of covered expenses, then 100% of 
reasonable and customary covered expenses up to 
the Contract Tfcrra Maximum. [You pay only 20% of 
the first S5.000 of covered expenses.)

Cone red Services
For each of the following covered *wv!ocs-. after you 
meet the 20% co-payment on the first $5X00 of 
covered expenses, the program pays 100% of 
reasonable and customary covered expenses for 
treatment and care of Injury and Illness.
• Inpatient Hospitalization Including Intensive and 
coronary care.
• Emergency Room Treatment.
• Outpatient Hospital S *rvices.
• Surgeon/Physician Services.
• Emergency Ambulance Service.
• Home Health Care: lip to $5,000 per contract term. 
Including nursing  and home health aide care.
• Inpatient Rehabilitative Care for up to 30 days 
following a continuous inpatient stay for treatment 
ofan acute condition.
• Medical Supplies. Prosthetic Devices and Rental c f  
Durable Medical Equip ment­

i s  L jib iliiy  R equ irem en ts
The contract is  designed to provide medical coverage 
on a temporaiy basis. It  is  available, upon application 
and approval by Blue Cross of Washington and 
Alaska, to you and your dependents who:
• Are under age 65 and will remain under age 65 for 
the length of the contract
• Carry no other medical or hospital Insurance.
• Are unmarried legal dependents (as defined by the 
IRS Tbx Code) who are under the age of 19.
• Are US. citizens or permanent residents (and can 
supply alien registration numbers}.
• Are residents of either Washington State or Alaska.
• Are not eligible for Medicare.
• Are not hospitalized at time of application.

W hen C overage B eg in*
* The fh fl subscrip tion rate m u s t be paid at the time 

of application. Oooc coverage Is  effective, the 
payment Is  non-refunriahie regardless of any change 
In  the subscriber's situa tion. The  payment will, 
however, be refunded Ln full Lf coverage Is  denied (for 
Instance. If the applicant la clearly In eligible based 
on the information provided In  the application!.

If applying for a second contract before the end of 
the first contract and If the application Is  approved, 
the effective date will be the next day after the first 
contract expires.

RenewabQ lix j, C anceUabiH tjj a n d  Term ination . 
Two consecutive contracts can be Issued to an Indivi­
dual or family. Any cond itions w h ich  occurre 'i or for 
w h ich  dal m s were Incurred during  the first contract 
term become preexisting conditions on the second • 
Issue . The  contract I s  valid only for the term Issued. 
Temporary health care does not apply toward con­
tinuation of coverage on B lue C ross ofWasblngton 
and Alaska individual products.

E x c lu s io n s
Benefits are no t available fon
• Preexisting conditions that occurred w ith in  two 
years prior to the effective date of the contract.
• Routine procedures includ ing routine foot care 
and symptomatic complaints of the feet; orthotics; 
hospital admissions for testing and examinations or 
dental treatment; treatment for obesity: cosmetic 
services and supplies; Milieu therapy, counseling or 
tra ining services: educational materials or services: 
services or supplies not accepted by the medical pro­
fession or w hich acre experimental or Investigative; 
reproductive and sexual disorders and defects: sex 
transformations; surgical sterilization or reversal of 
surgical sterilization; services or supplies not 
medically necessary even lf  court-ordered.
•  Conditions resulting from war. armed invasion or 
aggression. •
• Service* or supplies not charged for. private room 
charges: personal cbsiges billed by an Institu tion; 
service* rendered by a provider who ordinarily 
resides ln  the subscriber's home or 1* related by 
blood or marriage.

P

S

K),(0

<* W brk-lncurm t In jury or lflne*a covered by Workers'
Compensation o r other occupational coverage. -
•  Outpatient laboratory and X-ray services except 
those necessitated by an accidental bodily In ju ry  
w h ich  occurred and Is  treated during  the term 
of t h i s  contract; drugs and medicine* except 
those given and used during a covered Inpatient 
hospita l stay.
•  Hearing aid service* or suppliant v is io n  care 
services or supplies: v ision  therapy, orthop tics or ple- 
optics: dental services and supplies; orthodontia: tern- c $ 
poroznandlbular jo in t dysfunction and myofascial 
pain-dysfunction; upper and lower jaw augmentation C 
or reduction procedures.
• Services or supplies payable under the term s of c
any Insurance  policy Issued to or on behalf of the •
subscriber eligible dependent w h ich  provides pay- - 
m c n ts  toward medical expenses w ithou t determina­
tio n  of liability for the Injury, su c h  as automobile 
no-fault or homeowner's policy.
• Services o r supplies received after coverage term ! 
nates or before coverage begins.
• Services or supplies to treat alcoholism , drug addic­
tion or a nervous or mental condition; chiropractic 
or obstetrical care; convalescent o r custodial services; (- 
outpatient rehabilitative care; speech therapy. c
•  Treatment rendered and billed by a hospice or -
skilled nu rs ing  facility. „
•  Trea tment rendered outside of the  United States or 3 
Canada; rare in  a hospital owned or opera.ted by a 
county , state o r federal agency, except for a medical 
emergency o r as required by federal law.
• Services or supplies related to an Illne ss or In jury  
caused by participation ln  a hazardous avocation; 
self-inflicted in ju r ie s or suicide.
•  Removal of to n s ils  or adenoids; expenses Incurred 
ty  o r  for the donor of an organ for transplant.
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GROUP CONVERSION PROGRAMS

THREE SPECIAL PROGRAMS 
FOR ENROLLEES LEAVING
A BLUE CROSS GROUP



Blue Crous of Washington and Alaska is pleased to offer a choice of one of three group conversion programs to 
Subscribers and eligible dependents no longer eligible for coverage under a Blue Cross group program. One program is 
sure to meet your needs.

The benefits and rates of each group conversion program will be different from those under your prior group program. 

There are several advantages to selecting a group conversion program:

• Enrollees who transfer directly from a Blue Cross group program will not be required to complete health statements.

• There are no additional waiting periods, if you have satisfied the waiting period requirement under the prior Blue 
Cross group program.

• There will be no denial of benefits based on any preexisting medical condition, provided the waiting periods (if any) 
were satisfied under the prior program. For more information, see “Waiting Period Requirements” on page 2.

FOR POSSIBLE COST SAVINGS....
You may wish to consider application for enrollment under one of our Traditional or Prudent Buyer individual programs, 
(available to persons under age 65). These programs have deductible options of S100, S200, S500 and $1,000, and are 
available at a lower cost (in most cases) and furnish broader benefits than are available under the group conversion 
programs. Nonsmokers may be eligible for a discount of up to 10 percent on the individual programs. For details, contact 
our Customer Service Department at one of the numbers listed on the back of this brochure.

PLEASE NOTE: Enrollment under the individual programs is subject to compliance with medical underwriting 
requirements. This means you might not be accepted for coverage under an individual program. Should this occur, you 
still will be eligible for one of the group conversion programs provided you applied for an individual program within 31 
days of the date coverage under your group program terminated. In addition, upon enrollment under one of the individual 
programs, certain waiting periods are applicable (unless you have had at least 24 consecutive months of continuous 
coverage under a Blue Cross group program immediately preceding your application for an individual program).
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W H O  IS ELIGIBLE

E n r o l l e e s  e l i g i b l e  t o  a p p l y  f o r  g r o u p  c o n v e r s i o n  c o v e r a g e  a r e :

T h e  S u b s c r i b e r ;  t h e  l a w f u l  s p o u s e  o f  t h e  S u b s c r i b e r :  a n y  c h i l d ( r e n )  o f  e i t h e r  ( o r  b o t h )  t h e  S u b s c r i b e r  o r  s p o u s e  w h o  is 
u n m a r r i e d ,  u n d e r  2 3  i r s  o f  a g e ,  a n d  d e p e n d e n t  u p o n  t h e  S u b s c r i b e r  f o r  h i s  o r  h e r  m a i n  s u p p o r t  a n d  w h o m  t h e  
S u b s c r i b e r  c o u l d  c l a ,  n a s  a  d e p e n d e n t  f o r  t a x  p u r p o s e s  u n d e r  t h e  U n i t e d  S t a t e s  I n t e r n a l  R e v e n u e  C o d e .

APPLICATION FOR COVERAGE
A p p l i c a t i o n  f o r  a  g r o u p  c o n v e r s i o n  p r o g r a m  m u s i  b e  m a d e  w i th in  31 d a y s  o f  t h e  d a t e  c o v e r a g e  u n d e r  y o u r  g r o u p  
p r o g r a m  t e rm i n a t e s .  T h e  S u b s c r i b e r  a n d ' o r  e l i g i b l e  d e p e n d e n t s  w h o  v / e re  c o v e r e d  o n  t h e  p r i o r  g r o u p  p r o g r a m  a n d  a p p l y  
w i th in  31  d a y s  o f  t h e  d a t e  c o v e r a g e  u n d e r  t h e  g r o u p  p r o g r a m  t e r m i n a t e s  w i l l  n o t  b e  r e q u i r e d  t o  c o m p l e t e  h e a l t h  
s t a t e m e n t s .

T h e  f o l l o w i n g  d e p e n d e n t s  m a y  a p p l y  f o r  c o v e r a g e  u n d e r  t h e  S u b s c r i b e r ' s  g r o u p  c o n v e r s i o n  p r o g r a m  b y  s u b m i t t i n g  a  
c o m p l e t e d  a p p l i c a t i o n  a n d  h e a l t h  s t a t e m e n t .  In  s u c h  c a s e s ,  EHue C r o s s  o f  W a s h i n g t o n  a n d  A l a s k a  r e s e r v e s  t h e  r i g h t  t o  
r i d e r  ( d i s a l l o w )  c o v e r a g e  f o r  s p e c i f i c  m e d i c a l  c o n d i t i o n s  o r  d e n y  c o v e r a g e  t o  a  s p e c i f i c  u m i l y  m e m b e r .

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

■ E l i g i b l e  d e p e n d e n t s  w h o  d id  n o t  e n r o l l  in a  c o n v e r s i o n  p r o g r a m  w i th in  t h e  s t a t e d  3 1 - d a y  p e r i o d ;

•  N a t u r a l  n e w b o r n  c h i l d r e n  n o t  a d d e d  t o  a  c o n v e r s i o n  p r o g r a m  w i th in  6 0  d a y s  o f  b i r t h ;

•  A d o p t e d  c h i l d r e n  n o t  p l a c e d  w i th  t h e  S u b s c r i b e r  w i th in  6 0  d a y s  o f  b i r t h ;

•  A d o p t e d  n e v / b o r n  c h i l d r e n  w h o  a r e  p l a c e d  w i th  t h e  S u b s c r i b e r  w i th in  6 0  d a y s  o f  b i r t h ,  b u t  a r e  n o t  a d d e d  t o  a 
c o n v e r s i o n  p - ' n r a m  w i t h i n  6 0  d a y s  o f  p l a c e m e n t ;  a n d

•  O t h e r  n e w l y  a c q u i r e d  e l i g i b l e  d e p e n d e n t s  ( e .g . ,  a s  t h r o u g h  m a r r i a g e ) .

If a  c o v e r e d  d e p e n d e n t  b e c o m e s  i n e l i g i b l e  b e c a u s e  o f  m a r r i a g e  o r  a t t a i n i n g  a g e  2 3 ,  h e  o r  s h e  m a y  t r a n s f e r  t o  h i s  o r  h e r  
o w n  g r o u p  c o n v e r s i o n  p r o g r a m .  A p p l i c a t i o n  m u s t  b e  m a d e  w i th in  31 d a y s  o f  a  c h a n g e  in s t a t u s .

O n ce  e n ro lle d  in o n e  of th e  g ro u p  c o n v e rs io n  p ro g ra m s , th e re  will no t b e  a n  o p p o r tu n ity  to  c h a n g e  p ro g ra m s , e x c e p t a s  
s p e c if ie d  above .

W HEN  BENEFITS BEGIN
S u b j e c t  t o  t h e  3 1 - d a y  a p p l i c a t i o n  r e q u i r e m e n t  ( s e e  " A p p l i c a t i o n  f o r  C o v e r a g e "  a b o v e ) ,  t h e  e f f e c t i v e  d a t e  o f  c o v e r a g e  is  
t h e  f i r s t  o f  t h e  m o n t h  f o l l o w i n g  t h e  d a t e  y o u r  p r i o r  g r o u p  p r o g r a m  t e rm i n a t e s ,  p r o v i d e d  t h e  r e q u i r e d  s u b s c r i p t i o n  c h a r g e s  
h a v e  b e e n  p a i d .  H o w e v e r ,  t h e r e  m a y  b e  w a i t i n g  p e r i o d s ,  if t h e  w a i t i n g  p e r i o d s  r e q u i r e d  u n d e r  y o u r  p r e v i o u s  g r o u p  
m e m b e r s h i p  h a v e  n o t  b e e n  s a t i s f i e d  ( s e e  " W a i t i n g  P e r i o d  R e q u i r e m e n t s "  b e l o w ) .

C o v e r a g e  f o r  a  n a t u r a l  n e w b o r n  c h i l d ,  b o r n  o n  o r  a f t e r  t h e  S u b s c r i b e r ' s  e f f e c t i v e  d a t e ,  b e g i n s  a s  o f  h i s  o r  h e r  d a t e  o f  
b i r t h ,  if t h e  c h i l d  i s  e n r o l l e d  w i th in  6 0  d a y s  a f t e r  i t s  b i r t h .  C o v e r a g e  f o r  a n  a d o p t e d  n e w b o r n  c h i l d ,  p h y s i c a l l y  p l a c e d  w i th  
t h e  S u b s c r i b e r  w i th in  6 0  d a y s  o f  b i r t h ,  b e g i n s  a s  o f  t h e  d a t e  o f  p l a c e m e n t ,  i f  e n r o l l e d  w i th in  6 0  d a y s  o f  t h a t  p h y s i c a l  
p l a c e m e n t .

W h e n  e l i g i b l e  d e p e n d e n t s  a r e  n o t  e n ' o l l e d  w i t h i n  t h e  s t a t e d  t im e  p e r i o d s ,  c o v e r a g e  b e g i n s  o n  t h e  f i r s t  o f  t h e  m o n t h  
f o l l o w i n g  a p p r o v a l  b y  t h e  P l a n ,  p r o v i d e d  t h e  r e q u i r e d  s u b s c r i p t i o n  c h a r g e s  r . r e  p a i d .  T h e  w a i t i n g  p e r i o d  r e q u i r e m e n t s  
s t a t e d  b e l o w  w i l l  a p p l y . W AITING PERIOD REQUIREM ENTS
E a c h  g r o u p  c o n v e r s i o n  p r o g r a m  h a s  a  t w e l v e -m o n t h  "w a i t i n g  p e r i o d "  b e f o r e  b e n e f i t s  b e g i n  f o r  a n y  p r e e x i s t i n g  c o n d i t i o n .  
A p r e e x i s t i n g  c o n d i t i o n  is a n y  i l l n e s s ,  i n j u r y  o r  c o n d i t i o n ,  w h e t h e r  o r  n o t  d i a g n o s e d ,  f o r  w h i c h  t r e a t m e n t ,  c o n s u l t a t i o n  o r  
a  d i a g n o s i t c  t e s t  w a s  r e c o m m e n d e d  o r  r e c e i v e d  b y  a n  E n r o l l e e ,  o r  f o r  w h i c h  a n  E n r o l l e e  h a s  t a k e n  p r e s c r i b e d  o r  
r e c o m m e n d e d  m e d i c i n e s ,  o r  f o r  w h i c h  s y m p t o m s  e x i s t e d  w h i c h  w o u l d  o r d i n a r i l y  c a u s e  a n  i n d i v i d u a l  t o  s e e k  m e d i c a l  
d i a g n o s i s ,  c a r e  o r  t r e a t m e n t  d u r i n g  t h e  1 2 -m o n t h  p e r i o d  p r i o r  t o  t h e  e f f e c t i v e  d a t e  o f  h i s  o r  h e r  c o v e r a g e .

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

•  If t h e  p r i o r  B l u e  C r o s s  g r o u p  p r o g r a m  d id  n o t  h a v e  a  w a i t i n g  p e r i o d ,  n o  w a i t i n g  p e r i o d s  w i l l  b e  r e q u i r e d  u n d e r  t h e s e  
g r o u p  c o n v e r s i o n  p r o g r a m s ,  i f e n r o l l e d  w i th in  3 1  d a y s  o f  t h e  d a t e  p r i o r  g r o u p  c o v e r a g e  e n d s .

•  If t h e  E n r o l l e e s  p r i o r  B l u e  C r o s s  p r o g r a m  h a d  a  w a i t i n g  p e r i o d ,  a n y  t im e  t h e  E n r o l l e e  w a s  c o v e r e d  u n d e r  t h a t  p r o g r a m  
w i l l  b e  c r e d i t e d  t o  t h e  w a i t i n g  p e r i o d  r e q u i r e m e n t s  o f  t h e  g r o u p  c o n v e r s i o n  p r o g r a m .

•  T h e  w a i t i n g  p e r i o d  o f  t h e  g r o u p  c o v e r s i o n  p r o g r a m  w i l l  n o t  e x c e e d  t h e  E n r o l l e e ' s  w a i t i n g  p e r i o d  r e q u i r e m e n t s  o f  h i s / h e r  
p r i o r  g r o u p  o r  c o n v e r s i o n  c o n t r a c t  w i th  t h e  P l a n .

•  T h e  w a k i n g  p e r i o d  w i l l  n o t  a p p l y  t o  n a t u r a l  n e w b o r n  c h i l d r e n  o f  t h e  S u b s c r i b e r  e n r o l l e d  w i t h i n  6 0  d a y s  f r o m  b i r t h ,  o r  
t o  a d o p t e d  n e w b o r n s  w h o  a r e  6 0  d a y s  o f  a g e  o r  l e s s  o n  t h e  d a t e  o f  p h y s i c a l  p l a c e m e n t  w i th  t h e  S u b s c r i b e r ,  a n d  a r e  
e n r o l l e d  w i t h i n  6 0  d a y s  o f  t h a t  p l a c e m e n t .



BLUE CROSS OF WASHINGTON AND ALASKA

L i f e t im e  M a x im u m
Calendar Year Deductible (Per Enrolles)

Covered Services and Supplies
H o s p i t a l  C a r e  in a  r o o m

w i th  t w o  o r  m o r e  b e d s  o r  in a  
s p e c i a l  c a r e  u n i t  ( e . g . ,  i n t e n s i v e  o r  
c o r o n a r y  c a r e ) * *

H o s p i t a l  A n c i l l a r i e s * ’

O u t p a t i e n t  H o s p i t a l  S e r v i c e s  
( E m e r g e n c y  R o o m  o r  
O u t p a t i e n t  D e p a r t m e n t  
a n d  P r e a d m i s s i o n  T e s t s )

COMPARISON OF BENEFITS
0 4 0  0 5 0

S 7 5 . 0 0 0  S 2 5 0 . 0 0 0
3  1 , 0 0 0  3  5 , 0 0 0

$ 5 0 0 , 0 0 0  
3  5 0 0

060

7 0  d a y s
e a c h  c a l e n d a r  y e a r ,  
u p  t o  S 1 8 0  p e r  d a y ;  
100%*

7 0  d a y s
e a c h  c a l e n d a r  y e a r ,  
u p  t o  S 1 . 8 0 0 :  1 0 0 % *

100%*

1 2 0  d a y s
e a c h  c a l e n d a r  y e a r ;  
7 5 % *

1 2 0  d a y s
e a c h  c a l e n d a r  y e a r ;  
7 5 % *

7 5 % *

1 8 0  d a y s
e a c h  c a l e n d a r  y e a r ;  
8 0 % *

1 8 0  d a y s
e a c h  c a l e n d a r  y e a r ;  
8 0 % *

8 0 % *

S k i l l e d  N u r s i n g  F a c i l i t y S 5 . 0 0 0
p e r  c a l e n d a r  y e a r ;  
1 0 0 % *

S 5 . 0 0 0
p e r  c a l e n d a r  y e a r ;  
7 5 % *

$ 5 , 0 0 0
p e r  c a l e n d a r  y e a r ;  
8 0 % *

H o m e  H e a l t h  C a r e  A g e n c y 1 0 0 % * 7 5 % * 8 0 % *

S u r g e o n U p  t o  $ 1 , 5 0 0  
p e r  p r o c e d u r e ;  
1 0 0 % *

7 5 % * 8 0 % *

A n e s t h e s i a  S e r v i c e s 1 0 0 % * 7 5 % * 8 0 % *

P r o f e s s i o n a l  X - ray
a n d  R a d i u m  T h e r a p y  S e r v i c e s 1 0 0 % * 7 5 % * 8 0 % *

P h y s i c i a n
•  V i s i t s  W h i l e  i l ^ s p i t a l i z e d 1 0 0 % * 7 5 % * 8 0 % *

•  O u t p a t i e n t  H o s p i t a l  V i s i t s 1 0 0 % * 7 5 % * 8 0 % *

•  O f f i c e  V i s i t s 1 0 0 %  * 7 5 % * 8 0 % *

D i a g n o s t i c  X - r a y  a n d  L a b 1 0 0 % * 7 5 % * 8 0 % *

A m b u l a n c e 1 0 0 % * 7 5 % * 8 0 % *

P r e s c r i p t i o n  D r u g s N o  b e n e f i t s  
a v a i l a b l e

7 5 % * 8 0 %  *

M a t e r n i t y  C a r e
•  C e s a r e a n  S e c t i o n  —  P h y s i c i a n  

H o s p i t a l
U p  t o  $ 3 0 0  
U p  t o  S 4 0 0

U p  t o  $ 3 0 0  
U p  t o  $ 4 0 0

U p  t o  $ 3 0 0  
U p  t o  $ 4 0 0

•  N o r m a l  D e l i v e r y  —  P h y s i c i a n  
H o s p i t a l

U p  t o  $ 1 5 0  
U p  t o  $ 2 5 0

U p  t o  $ 1 5 0  
U p  t o  $ 2 5 0

U p  t o  $ 1 5 0  
U p  t o  $ 2 5 0

' B e n e f i t s  a r e  n o t  p r o v i d e d  f o r  a n y  p o r t i o n  o f  a n y  f e e  t h a t  e x c e e d s  t h e  P l a n ’s  g u i d e l i n e s .

“ P l e a s e  r e f e r  t o  " U t i l i z a t i o n  M a n a g e m e n t  P r o g r a m "  o n  p a g e  4 .

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

T H I S  B R O C H U R E  D O E S  N O T  C O N S T I T U T E  A C O N T R A C T .

REMINDER: I n d i v i d u a l  a n d  f a m i l y  p r o g r a m s  a r e  a l s o  a v a i l a b l e  f r o m  t h i s  B l u e  C r o s s  P l a n .  T h e s e  p r o g r a m s  r e q u i r e  h e a l t h
s t a t e m e n t s  a n d  i n c l u d e  w a i t i n g  p e r i o d s  f o r  p r e e x i s t i n g  c o n d i t i o n s  ( in  m o s t  c a s e s ) .  C o n t a c t  t h e  B l u e  C r o s s  
P l a n  o f f i c e  n e a r e s t  y o u  f o r  m o r e  i n f o r m a t i o n .
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CONVERSION CONTRACT MATERNITY BENEFITS
C o n v e r s i o n  c o n t r a c t  m a t e r n i t y  b e n e f i t s  f o r  t h e  f e m a l e  S u b s c r i b e r  o r  m a l e  S u b s c r i b e r ' s  s p o u s e  a r e  a v a i l a b l e  w h e n :

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

•  C o n c e p t i o n  o c c u r s  w h i l e  s h e  is c o v e r e d  u n d e r  t h e  p r i o r  g r o u p  p r o g r a m  t h a t  d o e s  n o t  o f f e r  e x t e n d e d  m a t e r n i t y  b e n e f i t s ,  
r e q u i r e d  w a i t i n g  p e r i o d s  a r e  s a t i s f i e d  a n d  c o v e r a g e  i s  c o n t i n u o u s  o n  t h e  c o n v e r s i o n  p r o g r a m  t o  d a t e  o f  d e l i v e r y  o r  o t h e r  
t e r m i n a t i o n  o f  p r e g n a n c y .

T h e  m a t e r n i t y  b e n e f i t s  o f  t h e  p r i o r  g r o u p  p r o g r a m  f o r  t h e  f e m a l e  S u b s c r i b e r  o r  m a l e  S u b s c r i b e r ’s  s p o u s e  a r e  a v a i l a b l e  
w h e n :

•  C o n c e p t i o n  o c c u r s  w h i l e  s h e  is  c o v e r e d  u n d e r  t h e  p r i o r  g r o u p  p r o g r a m  ( t h a t  d o e s  o f f e r  e x t e n d e d  m a t e r n i t y  b e n e f i t s ) ,  
r e q u i r e d  w a i t i n g  p e r i o d s  a r e  s a t i s f i e d  a n d  c o v e r a g e  i s  c o n t i n u o u s  o n  t h e  c o n v e r s i o n  p r o g r a m  t o  d a t e  o f  d e l i v e r y  o r  o t h e r  
t e rm i n a t i o n  o f  p r e g n a n c y .

MAXIMUM MATERNiTY BENEFITS UNDER GROUP CONVERSION PROGRAMS 040, 050 AND 060
Cesarean Section: Normal Delivery:

P h y s i c i a n  U p  t o  $ 3 0 0  P h y s i c i a n  U p  t o  $ 1 5 0
H o s p i t a l  U p  t o  3 4 0 0  H o s p i t a l  U p  t o  $ 2 5 0

UTILIZATION MANAGEMENT
A p r e a u t h o r i z a t i o n  m u s t  b e  o b t a i n e d  f o r  a l l  h o s p i t a l  a d m i s s i o n s  ( e x c e p t  f o r  t r e a t m e n t  o f  a n  i n j u r y  w i t h i n  tw o  d a y s  o f  t h e  
a c c i d e n t ,  m e d i c a l  e m e r g e n c i e s  a n d  o b s t e t r i c a l  d e l i v e r y ,  h o w e v e r ,  w e  a s k  t o  b e  n o t i f i e d  f o l l o w i n g  a n  e m e r g e n c y  a d m i s s i o n  
to  a  h o s p i t a l ) .  W i t h o u t  p r e a u t h o r i z a t i o n ,  b e n e f i t s  w i l l  b e  s u o j e c t  t o  a  s e p a r a t e  $ 2 0 0  d e d u c t i b l e  a n d  b e n e f i t s  m a y  b e  d e n i e d  
o r  r e d u c e d  if  t h e  s e r v i c e s  d o  n o t  m e e t  t h e  P l a n ’s  c r i t e r i a  f o r  m e d i c a l  n e c e s s i t y

EXCLUSIONS
W e  d o  n o t  p r o v i d e  b e n e f i t s  f o r  t h e  f o l l o w i n g :

• R o u t i n e  e x a m i n a t i o n s ,  x - r a y  a n d  l a b o r a t o r y  t e s t i n g :  r o u t i n e  f o o t c a r e  a : i d  s y m p t o m a t i c  c o m p l a i n t s  o f  t h e  f e e t  a n d  
o r t h o t i c s ;  w e l l  b a b y  c a r e ,  i n c l u d i n g  h o s p i t a l  i n f a n t  n u r s e r y  c a r e ;  h o s p i t a l  a d m i s s i o n s  f o r  d i a g n o s t i c  t e s t s  o r  e v a l u a t i o n s .

•  C o n d i t i o n s  r e s u l t i n g  f r o m  wa r ,  a r m e d  i n v a s i o n  o r  a g g r e s s i o n .

•  P r i v a t e  r o o m  o r  p e r s o n a l  c h a r g e s  b i l l e d  b y  a n  i n s t i t u t i o n ;  a n d  s e r v i c e s  r e n d e r e d  b y  a  p i o v i d e r  w h o  o r d i n a r i l y  r e s i d e s  in 
t h e  S u b s c r i b e r ’s  h o m e  o r  i s  r e l a t e d  b y  b l o o d  o r  m a r r i a g e .

« W o r k - i n c u r r e d  i n j u r i e s  o r  i ' l n e s s  c o v e r e d  b y  W o r k e r s '  C o m p e n s a t i o n  o r  o t h e r  o c c u p a t i o n a l  c o v e r a g e .

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

•  M i l i e u  t h e r a p y ;  c o u n s e l i n g  o r  t r a i n i n g  s e r v i c e s ;  m e n t a l ,  n e u r o p s y c h i a t r i c  o r  p e r s o n a l i t y  d i s o r d e r s ;  a l c o h o l i s m ,  d r u g  
a d d i c t i o n  o r  o t h e r  s u b s t a n c e  a b u s e .

•  R e p r o d u c t i v e  a n d  s e x u a l  d i s o r d e r s  a n d  d e f e c t s ;  s e x  t r a n s f o r m a t i o n s .

•  S e r v i c e s  a n d  s u p p l i e s  n o t  m e d i c a l l y  n e c e s s a r y ,  e v e n  i f  o r d e r e d  b y  a  c o u r t  o f  law .

•  H e a r i n g  a i d  s e r v i c e s  o r  s u p p l i e s .

•  A m o u n t s  o v e r  t h e  r e a s o n a b l e  a n d  c u s t o m a r y  c h a r g e .

•  D e n t a l  s e r v i c e s  a n d  s u p p l i e s ,  o r t h o d o n t i a ,  t e m p o r o m a n d i b u l a r  j o i n t  (T .M .J . )  d y s f u n c t i o n  a n d  m y o f a s c i a l  p a i n -  
d y s f u n c t i o n  (M .P .D . ) ;  u p p e r  a n d  l o w e r  j a w  a u g m e n t a t i o n  o r  r e d u c t i o n  p r o c e d u r e s .

•  C h i r o p r a c t i c  c a r e .

•  H o s p i c e  c a r e ;  c o n v a l e s c e n t  o r  c u s t o d i a l  s e r v i c e s ;  r e h a b i l i t a t i v e  c a r e .
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Blue Cross
of Washington and Alaska

P.O. Box 3S7
Seattle, Washington 98111 0 3 2 7

Application fo r  G roup  
Conversion P ro g ram s  
040 , 050 o r 060

Please complete all items. Application will be returned if not completed in full. It must be signed by the applicant and spouse (if applying), parent or legal guardian (if the applicant is under 18 years of age). PLLASE 
INCLUDE YOUR PAYMENT FOR THE FIRST TWO MONTHS. MAKE YOUR CHECK OR MONEY ORDER 
PAYABLE TO BLUE CROSS OF WASHINGTON AND ALASKA. Thereafter, you may elect to pay monthly through the Automatic Bank Charge (ABC) sysiem. Should your appiicaiion be denied or withdrawn, your payment will be refunded in full. Application and payment must be received by / I  for acceptance.Mo Day
1. APPLICANT S LAST NAME FIRST NAME INITIAL 2. SOCIAL SECURITY NUMBER1 1 1 1 1 1 1 1MAILING ADDRESS 3. BLUE CROSS GROUP PLAN INFORMATIONGroup Number I Subscriber ID #CITY STATE ZIP
COUNTY DATE COVERAGE ENDED
TELEPHONE NUMBER - HOME ( ) TELEPHONE NUMBER - WORK ( )
4. PAYMENT METHOD DESIRED 5. PROGRAM SELECTION

□ ABC Monthly Payment(If you check this box, we will send you an ABC Customer Agreement Form to complete after you are enrolled.)OR□ Bimonthly payment

□ Group Conversion Program 040 ($1,000 Deductible'
□ Group Conversion Program 050 ($5,000 Deductibi
□ Group Conversion Program 060 ($500 Deductible)

6. C o m p l e t e  t h e  r e q u i r e d  i n f o r m a t i o n  b e l o w  f o r  y o u r s e l f  a n d  a l l  e l i g i b l e  d e p e n d e n t s  y o u  w i s h  t o  e n r o l l  u n d e r  t h e  G r o u p  
C o n v e r s i o n  P r o g r a m  c h e c k e d  a b o v e .  P l e a s e  c o n t a c t  t h e  P l a n  f o r  a d d i t i o n a l  a p p l i c a t i o n s ,  i f  y o u  w i s h  t o  e n r o l l  a n  e l i g i b l e  
d e p e n d e n t  u n d e r  a  d i f f e r e n t  G r o u p  C o n v e r s i o n  P r o g r a m .

LAST  NAME FIRST NAME
MIDDLE

INI­
TIAL

SEXM ( F BIRTHDATEMO j DAY YR
ON PR IOR 
COVERAGEYES j NO

BLUE C R O S S  
PLAN USEO E DAPPLICANT (a)

SPOUSE (b)
CHILD (c)
CHILD (d)
CHILD (el
CHILD(I)

A. A re  y o u  o r  a n y  d e p e n d e n t s  c o v e r e d  u n d e r  a n y  o t h e r  g r o u p  h o s p i t a l  o r  m e d i c a l  p l a n ,  g o v e r n m e n t  p l a n  o r  
M e d i c a r e ?  Y E S  □ N O  □
1. I f  y e s ,  s t a t e  n a m e  o f  p r o g r a m  a n d  i n d i v i d u a l s  c o v e r e d  ___________________________________________________________

2 . I f  o n  M e d i c a r e ,  i s  t h e  p e r s o n  c o v e r e d  u n d e r  P a r t  A? Y E S  □ N O  □
B. I f t h e  B l u e  C r o s s  g r o u p  p l a n  w h i c h  c o v e r e d  y o u  a n d  y o u r  d e p e n d e n t s  i s  t e rm i n a t i n g ,  a r e  y o u  o r  a n y  d e p e n d e n t s  e l i g i b l e  

t o  e n r o l l  i n  a n y  o t h e r  g r o u p  h o s p i t a l  o r  m e d i c a l  p la n ,  g o v e r n m e n t  p l a n  o r  M e d i c a r e  w i t h i n  3 1  d a y s  o f  t h e  B l u e  C r o s s  
g r o u p  p l a n ’s  t e r m i n a t i o n ?  Y E S  □ N O  □
1. I f  y e s ,  s t a t e  n a m e  o f  p r o g r a m  a n d  i n d i v i d u a l s  c o v e r e d



CONDITIONS O F  E N R O L L M E N T

I apply for enrollment with Blue Cross of Washington and Alaska for myself and my eligible dependents listed. I understi nd that once enrolled in this program, there will not be an opportunity to change to one of the other conversion programs. I understand that a Health Statement must be completed and submitted for each dependent not previously covered on the Blue Cross Group Contract. Health Statements will be sent to me by Blue Cross of Washington and Alaska for all such eligible dependents listed on this application. I understand and agree that all statements and answers on this application are complete and true and that all rights to service are void if found false or incomplete. I understand that this Blue Cross Plan may rescind or modify my Contract retroactively if I omit material information on this application. I also understand and agree that coverage for dependents not previously covered on the Blue Cross Group Contract does not begin until this application is accepted by Blue Cross of Washington and Alaska and an effective date of coverage is assigned. I understand that receipt of my money (cash, check or money order) does not constitute enrollment under any conversion program. I also understand that if this application is accepted, it will become part of the Contract. I authorize Blue Cross of Washington and Alaska, at its option, to pay providers directly for services rendered.
Regarding dependents not previously covered on the Blue Cross Group Contract, I understand and agree that Blue Cross of Washington and Alaska may accept this application, but:
1- Restrict coverage for specific health conditions which existed prior to application for coverage; or
2- Totally exclude one or more dependents from enrollment.
Should this occur, the Subscriber will have an opportunity to review this information prior to enrollment.

* * * * *

I hereby authorize any physician, health care practitioner, hospital, clinic or other medical or medically-related facility to furnish Blue Cross of Washington and Alaska any and all records pertaining to medical history, services rendered or treatment given to anyone making application, enrolled hereunder, or added hereafter for purposes of review or investigation of a claim or for evaluation of an applicant or anyone added after the initial enrollment period, if applicable. This authorization shall become effective immediately and shall remain in effect as long as necessary to enable Blue Cross of Washington and Alaska to process the application and claims.
* * * * *

I, the undersigned, represent that:
1. I have read and personally completed all of the requested information on this form. (If not, please attach a letter cf explanation.)
2. No material information pertaining to me has been withheld or omitted, nor r..iy material information of any eligible dependent applying for this coverage.

* * * * *

I also understand that this Contract has a twelve-month waiting period, during which benefits are not available for any care or treatment of a preexisting condition (except for natural newborn children born on or after the Subscriber’s effective date and enrolled within 60 days from date of birth and adopted newborn children physically placed with the Subscriber within 60 cteys of birth and enrolled within 60 days of that placement).
Waiting periods applied to enrollees covered under the prior Group Contract, who enroll during the initial enrollment period, will be credited to waiting periods required under this Contract. If there were no waiting periods under the prior Group Contract, no waiting periods will be required under this Contract. In any event, waiting periods required under this Contract will not exceed the Enrollee’s waiting period requirements of the prior Group Contract.
Date_____________________Signature of Applicant______

Spouse’s Signature (if applying)
Parent or Legal Guardian’s Signature (if applicant is under 18 years of age)
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FOR BLUE CROSS PUN  USE ONLY

G R O U P  N U M B E R
EFFEC T IVE  DATE 
MO DAY YR

C
L

P
1

MONTHLY 
B ILL ING  AM OUNT

M EM B
C O U N T SH I PAID TO DATE 

MO DAY YR

I I I I I I I I I ! I I

BANK  TR A N S IT  NO. S U B S C R IB E R  A C CO U N T  NO. TYPE D EB IT  START DATE

i i ! ! I I ! I I
FORM  S E N T  
MO DAY Y R

S E N T  BY: CA CS IS
! I I

IUW PAYMENT: PEN D IN G  N O N E
I

I I
700-6711 (1-87)

Blue C ross
of Washington and Alaska

S E A T T L E  M A IN  O F F I C E  
1 5 700  Day ton  Avenue No r th  

P.O. B o x  3 27  
S e a t t le ,  W a sh in g to n  98111 -0327  

(206 ) 367-1419 
In W a sh in g to n :  1-800-231-9519 

(excep t S e a t t le )
O u ts id e  W a sh in g to n :  1 -800 -257 -9557

S P O K A N E  D I S T R IC T  O F F I C E  
W a sh in g to n  M u tua l  Bu i ld ing  

601  W es t  Main  / Su i te  7 0 0  
S p o k a n e ,  W a sh in g to n  99201 -0613  

(509 ) 8 3 8 -0 5 0 0
T A C O M A  D I S T R IC T  O F F I C E  

6 2 4 0  S ou th  S p ra g u e  
T acom a , W a s h in g to n  9 8 4 0 9 -6 8 9 7  

(206 ) 4 74 -0 719
Y A K IM A  D I S T R IC T  O F F I C E  
7 0 7  No r th  F irs t  S t r e e t  / S u i te  A 
Yak im a , W a s h in g to n  9 8 9 01 -2 294  

(509 )  24 8 -5 267
A N C H O R A G E  D I S T R IC T  O F F I C E  

3301  "C ”  S t ree t  
P.O. Box 102480  

A ncho rag e ,  A la s k a  9 95 1 0 -2 4 8 0  
(907 ) 5 61 -5 065  
8 00 -4 26 -6 400



•  S e r v i c e s  a n d  s u p p l i e s  p a y a b l e  u n d e r  t h e  * e rm s  o f  a n y  g r o u p  h o s p i t a l  o r  m e d i c a l  p r o g r a m  o r  M e d i c a r e .

•  S e r v i c e s  o r  s u p p l i e s  p a y a b l e  u n d e r  t h e  t e r m s  o f  a n y  a u t o m o b i l e  m e d i c a l ,  a u t o m o b i l e  n o - f a u l t ,  a u t o m o b i l e  u n i n s u r e d  
m o t o r i s t  a n d / o r  u n d e r i n s u r e d  m o t o r i s t ,  p e r s o n a l  i n j u r y  p r o t e c t i o n  (P .I .P . ) , c o m m e r c i a l  l i a b i l i t y ,  h o m e o w n e r s  p o l i c y  o r  
o t h e r  s im i l a r  t y p e  o f  i n s u r a n c e  o r  c o n t r a c t  w h i c h  p r o v i d e s  p a y m e n t s  t o w a r d  m e d i c a l  e x p e n s e s  w i t h o u t  a  d e t e r m i n a t i o n  
o f  l i a b i l i t y  f o r  t h e  i n ju r y .

•  V i s i o n  c a r e  s e r v i c e s ,  s u p p l i e s  o r  p r o c e d u r e s ,  i n c l u d i n g ,  b u t  n o t  l im i t e d  to , e y e  e x a m s ,  l e n s e s ,  f r a m e s  o r  r a d i a l  
k e r a t o l o m y .

•  S e r v i c e s ,  s u p p l i e s  o r  p r o c e d u r e s  n o t  g e n e r a l l y  p e r f o r m e d  o r  a c c e p t e d  b y  t h e  m e d i c a l  p r o f e s s i o n  in t h e  S t a t e s  o f  
W a s h i n g t o n  a n d  A l a s k a ;  a n y  t r e a t m e n t ,  p r o c e d u r e ,  f a c i l i t y ,  e q u i p m e n t ,  d r u g ,  d r u g  u s a g e ,  d e v i c e  o r  s u p p l y  w h i c h  is  
c o n s i d e r e d  e x p e r im e n t a l  o r  i n v e s t i g a t i v e  a t  t h e  t im e  r e n d e r e d .

•  C a r e  in a  n o n p a r t i c i p a t i n g  o r  n o n m e m b e r  h o s p i t a l  o w n e d  o r  o p e r a t e d  b y  a  c o u n t y ,  s t a t e  o r  f e d e r a l  a g e n c y ,  e x c e p t  f o r  a  
m e d i c a l  e m e r g e n c y  o r  a s  o t h e r w i s e  r e q u i r e d  b y  law .

•  O b s t e t r i c a l  c a r e  f o r  d e p e n d e n t  c h i l d r e n ,  e x c e p t  f o r  c o m p l i c a t i o n s  o f  p r e g n ?  n c y .

•  S e r v i c e s  o r  s u p p l i e s  r e c e i v e d  a f t e r  c o v e r a g e  t e rm i n a t e s .

•  S e r v i c e s  o r  s u p p l i e s  f o r  w h i c h  n o  c h a r g e  w o u l d  h a v e  b e e n  m a d e  i f t h e  c o n t r a c t  w e r e  n o t  in e f f e c t  o r  f o r  w h i c h  t h e
E n r o l l e e  i s  n o t  l e g a l l y  l i a b le .

•  D r u g s  a n d  m e d i c i n e s  a r e  n o t  c o v e r e d  u n d e r  C o n t r a c t  0 4 0 .

S o m e  o f  t h e s e  e x c l u s i o n s  a r e  s u b j e c t  t o  c e r t a i r  e x c e p t i o n s ,  w h i c h  a r e  d e s c r i b e d  in t h e  c o n t r a c t .

TERMINATION OF COVERAGE
C o v e r a g e  t e r m i n a t e s  u n d e r  t h e  c o n v e r s i o n  c o n t r a c t  w h e n  a n y  o n e  o f  t h e  f o l l o w i n g  c i r c u m s t a n c e s  o c c u r s :

•  F o r  a n y  E n r o l l e e ,  w h e n  t h e  c o n v e r s i o n  c o n t r a c t  i s  t e rm i n a t e d ;  o n  t h e  d a t e  t h e  E n r o l l e e  b e c o m e s  e l i g i b l e  f o r  M e d i c a r e ;  
o n  t h e  d a t e  t h e  E n r o l l e e  h a s  b e e n  p r o v i d e d  w i th  h i s  o r  h e r  l i f e t im e  m a x im u m  a m o u n t  o f  b e n e f i t s ;  w h e n  s u b s c r i p t i o n  
c h a r g e s  a r e  n o t  r e c e i v e d  w i t h i n  t h e  1 0 - d a y  g r a c e  p e r i o d  f o l l o w i n g  t h e  d u e  d a t e .

•  F o r  t h e  s p o u s e ,  w h e n  h e  o r  s h e  o b t a i n s  a  a i v o r c e  o r  t h e  m a r r i a g e  i s  o t h e r w i s e  t e rm i n a t e d ;  w h e n  t h e  S u b s c r i b e r  i s  n o
l o n g e r  c o v e r e d  u n d e r  t h i s  c o n v e r s i o n  c o n t r a c t  ( t h i s  i n c l u d e s  d e a t h  o f  t h e  S u b s c r i b e r ) .

•  F o r  d e p e n d e n t  c h i l d r e n ,  w h e n  t h e y  r e a c h  a g e  23 ( u n l e s s  t h e y  m e e t  t h e  r e q u i r e m e n t s  o f  a n  i n c a p a c i t a t e d  c h i l d ) ;  m a r r y ;  
c a n  n o  l o n g e r  b e  c l a i m e d  a s  a  d e p e n d e n t  b y  t h e  S u b s c r i b e r  u n d e r  t h e  U n i t e d  S t a t e s  I n t e r n a l  R e v e n u e  C o d e ;  w h e n  t h e  
S u b s c r i b e r  i s  n o  l o n g e r  c o v e r e d  u n d e r  t h e  c o n v e r s i o n  c o n t r a c t  ( t h i s  i n c l u d e s  d e a t h  o f  t h e  S u b s c r i b e r ) .

PAYMENT OPTIONS
S u b s c r i p t i o n  c h a r g e s  m a y  b e  p a i d  o n  a  m o n t h l y  o r  b im o n t h l y  b a s i s .  M o n t h l y  p a y m e n t s  c a n  o n l y  b e  a r r a n g e d  t h r o u g h  t h e  
A B C  (A u t o m a t i c  B a n k  C h a r g e )  m e t h o d .  T h e  A B C  p a y m e n t  p l a n  o f f e r s  t h e  a d v a n t a g e  o f  m o n t h l y  p a y m e n t s ,  w i t h h e l d  a t  n o  
a d d i t i o n a l  c o s t  f o r  t h e  s e r v i c e ,  f r o m  y o u r  c h e c k i n g  o r  s a v i n g s  a c c o u n t .  If y o u  c h o o s e  t o  p a y  s u b s c r i p t i o n  c h a r g e s  o n  a  
b im o n t h l y  b a s i s ,  y o u  w i l l  r e c e i v e  b im o n t h l y  b i l l i n g  b y  m a i l .

W h e n  r e t u r n i n g  y o u r  c o m p l e t e d  a p p l i c a t i o n  t o  B l u e  C r o s s ,  a t t a c h  a  c h e c k  o r  m o n e y  o r d e r  f o r  t h e  a p p r o p r i a t e  tw o -m o n t h  
p a y m e n t .

If y o u  d e s i r e  t h e  A B C  m e t h o d ,  y o u  s h o u l d :

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

•  M a r k  t h e  b o x  o n  t h e  a p p l i c a t i o n  t h a t  i n d i c a t e s  y o u  d e s i r e  t h e  A B C  m o n t h l y  p a y m e n t  m e t h o d  ( s e e  f/4) , a n d  w e  w i l l  s e n d
y o u  a n  A B C  c u s t o m e r  a g r e e m e n t  f o r m .

•  C o m p l e t e  a n d  s i g n  t h e  A B C  c u s t o m e r  a g r e e m e n t  f o r m .

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

•  C o v e r a g e  m u s t  b e  p a i d  a t  l e a s t  tw o  m o n t h s  in  a d v a n c e  o f  t h e  t im e  t h e  A B C  c u s t o m e r  a g r e e m e n t  f o r m  i s  r e c e i v e d  b y
u s  d u e  t o  b a n k  p r e n o t i f i c a t i o n  r e q u i r e m e n t s .  S u b s e q u e n t  p a y m e n t s  w i l l  b e  a u t o m a t i c a l l y  d e d u c t e d .

•  R e t a i n  t h e  y e l l o w  c o p y  o f  t h e  A B C  f o r m  f o r  y o u r  f i l e s .
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FOR ADDITIONAL INFORMATION ON OUR GROUP CONVERSION PROGRAMS, CONTACT OUR CUSTOMER SERVICE DEPARTMENT:
In  S e a t t l e :  3 6 7 - 1 4 1 9

In  W a s h i n g t o n :  1 - 8 0 0 - 2 3 1 - 9 5 1 9  ( e x c e p t  S e a t t l e )

O u t s i d e  o f  W a s h i n g t o n :  1 - 8 0 0 - 2 5 7 - 9 5 5 7

MONTHLY RATES
P r o g r a m : 0 4 0 0 5 0 0 6 0

D e d u c t i b l e  A m o u n t s : 5 1 , 0 0 0 $ 5 , 0 0 0 $ 5 0 0
S u b s c r i b e r S 1 4 7 . 7 0 $  5 7 . 1 5 $ 2 2 9 . 7 0
S u b s c r i b e r  & S p o u s e 2 1 2 . 3 5 8 2 . 1 5 3 3 0 . 2 0
S u b s c r i b e r ,  S p o u s e  & C h i l d ( r e n ) 2 6 7 . 6 0 1 0 3 . 5 0 4 1 6 . 1 5
S u b s c r i b e r  & C h i l d ( r e n ) 2 0 2 . 9 5 7 8 . 5 0 3 1 5 . 6 5
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Blue C ross
of Washington and Alaska

S E A T T L E  M A IN  O F F I C E  
15700  D ay ton  Avenue  No r th  

P.O. B ox  327  
Sea t t le ,  W a s h in g to n  9 8111 -0327  

(206 ) 367-1419 
In W a sh in g to n :  1-800-231-9519 

(excep t S e a t t le )
O u ts id e  W a sh in g to n :  1 -800-257-9557

S P O K A N E  D I S T R IC T  O F F I C E  
W a sh in g to n  Mu tua l Bu i ld ing  

601 W es t  Main  I S u i te  7 0 0  
S pokan e ,  W a s h in g to n  9 9201 -0613  
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(206 )  4 74 -0719
Y A K IM A  D I S T R IC T  O F F I C E  
7 0 7  North  F irs t  S t re e t  I S u i t e  A 
Yak im a , W a sh in g to n  989 0 1 -2 2 9 4  

(509 )  248 -5 267
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3301  “ C ”  S tree t  
P.O. Box  10248 0  

kn cho rag e ,  A la s k a  995 1 0 -2 4 8 0  
(907 ) 5 61 -5065  
8 00 -4 2 6 -6 4 0 0

121-3626A (12-361* Registered Mark Bluo Cross Association





F o r  P e o p l e  C o v e r e d  

b y  M e d i c a r e . . .

. . Blue Cross of Washington and Alaska offers MedicarePlus, a choice of three plans to supple­ment your health care coverage. One is just right for you.
Why do you need more health care coverage? Medicare provides comprehensive coverage, but it does not pay lor all your hospital and medical expenses. For instance, under Medicare coverage the patient must pay:

■The first $492 of hospital charges (known as the Part A "deductible"):
The remaining 20% of Medicare-approved Part B charges (Medicare pays 80%);

* Any amounts over and above the moderate level of charges allowed by Medicare.
Since the individual's share represents a signifi­cant financial responsibility, anyone covered by Medicare needs a supplemental plan to cover these out-of-pocket expenses.
Blue Cross has carefully designed three levels of MedicarePlus to give you a choice of supplemental plans. You can buy as m uch coverage as you need without buying m ore  than you need.
Questions?Call one of our toll-free numbers to receive an enrollment package. One of our MedicarePlus experts can further explain benefits or answer any other questions you may have about MedicarePlus. In Seattle, call 367-1419Other Washington cities, toll free (800) 231-9519 From Alaska, toll-free (800) 257-9557
30-Day GuaranteeWere so sure you'll be pleased with this new plan, well even given you 30 days from the date you receive your contract to thoroughly review your new coverage. If you’re not completely satisfied, Blue Cross will fully refund your money.

Who's eligible?Any resident of Washington and Alaska who is enrolled in Medicare Part A is eligible for MedicarePlus coverage. Enrollment in Medicare Part B also is required to apply for Medicare Plus I.
Here's how to make application If you're interested in applying for Plus I. Plus II or Plus III, simply fill out the application. If you don’t have one, we'll send you an enrollment pack­age containing detailed benefit information and an application form. Each person desiring cover­age must fill out a separate application, so if your spouse would like MedicarePlus coverage, be sure to request two packets.
A choice of payment plans, too We can bill you every two months or monthly pay­ments can be made through your bank. Payments for MedicarePlus can be automatically deducted from your checking, Transaction or savings account. An authorization card for automatic deduction is included in the enrollment package.
Terms of renewal or termination MedicarePlus contracts are tor two-month periods and are automatically renewed if subscription charges are paid on time. Your coverage may be terminated without notice if payment is not made within the 10-day grace period or if you drop Part A of Medicare.
Once you are covered by MedicarePlus, we will not terminate your contract due to a change in your health. You can cancel at any time by giving us at least 30 days' advance notice in writing.
Coverage is provided worldwide Blue Cross of Washington and Alaska benefits are provided wherever you are in the world. For stays outside the country up to six months, we ll pay the Part A benefits Medicare would have paid, as well as our Part A and Part B supplemental benefits included in the MedicarePlus program you choose.



The following comparison of the three plans summarizes their features to help you decide which one best fits your needs,
All Three Plano pay the same supplement to Medicare Part A Benefits:

Medicare Pays MedicarePlus Pays You Pay
HOSPiT/ LIZATiON First 60 aays 61st to 90th day Lifetime Reserve (91st to 150th day)
Beyond 150 days

All but $492 All but $125/day
All but $246/day 
Nothing

$492 $123/day
$246/day
100% of UCR* charges up to 365 days lifetime limit

Nothing for Medicare eligible services

All other charges

HOSPICE CARE A hospice benefit period begins when a hospice plan of care is first elected and ends 14 days after such care is cancelled

The full cost of covered services for the terminal illness. EXCEPT: 5% of the cost for inpatient respite care and 5%(or $5) of outpatient prescription drugs

100% of remainingMedicare-approvedcharges
Nothing

POST HOSPITAL SKILLED NURSING CAREFirst 20 days 100% of costs Nothing21st to 100th day All but $61.50/day $61.50/dayEach benefit period beyond 100 days Nothing Nothing

NothingNothing
All charges

IN ADDITION, Medicare Part B Benefits are supplemented as follows:
Physician's Charges. Inpatient & Outpatient Medical Services, Supplies at a Hospial, Physical & Speech Therapy, Ambulance Charges

Medicare Pays 80% of approved charges after $75 yearly deductible

Pius I Pays $75 yearly deductible plus 100% of UCR* charges not paid by Medicare
Plus II Pays Up to 20% of UCR* charges, including 20% of Part B deductible
Plus III Pays Up to 20% of UCR* charges AFTER $200 deductible per year

You Pay Nothing

All other charges

$75 Medicare deduct­ible AND 20% of first $625 UCR* charges each year AND all other charges



Routine Eye Exams Medicare Pays Nothing Plus 1 Pays One exam every 24 consecutive months by participating provider paid in full (WA State only): exam from other providers up to $45
Plus II Pays Same as Plus 1
Plus III Pays Nothing

You PayAll lens and frame charges AND all other charges

Same as above 
All charges

Hearing Exams Nothing Plus 1 PaysUp to $70 for one routine exam every 24 consecu­tive months
Plus 1! Pays Nothing
Plus 111 Pays Nothing

Hearing aid costs AND all other charges

All charges 
All charges

Outpatient Prescription Drugs Nothing Plus 1 PaysAFTER $100 deductible, 50% of charges up to $1500 for a total benefit of $750 per calendar year
Plus II Pays Nothing
Plus III Pays Nothing

First $100 AND 50% of next $1500 AND all other charges

All charges 
All charges

Our payment, when combined with Medicare's payment, will never exceed the total amount charged.
The vast majority of medical costs fall within Blue Cross of Washington and Alaska's usual customary and reasonable (UCR) allowance, which is determined by reviewing over four million claims every year. Because it's based on actual charges, our UCR provides greater reimbursement of your expenses than the usually lower Medicare payment levels.

Heres what MedicarePlus doesn't cover• Anything excluded under the Medicare Act, unless otherwise specified. (Refer to Your Medi­care Handbook, available from any Social Security Office, for a complete list of exclusions.)- Private duty nursing: custodial nursing facility care costs or any other custodial care: inter­mediate nursing facility costs: or home health care expenses above the number of visits covered by Medicare.• Drugs other than prescription drugs furnished

during a hospital, hospice or skilled nursing facility stay, except drugs covered under Medi­carePlus I.• Dental care or dentures; routine physical check­ups. routine immunizations: cosmetic surgery; routine footcare: routine eye and hearing exam­inations, hearing aids or eyeglasses, exceptas specified.• Worldwide coverage beyond a six-month period.• Services, procedures and supplies which would duplicate Medicare payments.



* _  ■ ■ • • .  • ' 1 : • —

Rates
MedicarePlus I MedicarePlus II MedicarePlus 111

Under 65 Not Available $85.69 $45.05
65-69 $48.00 $29.00 $19.95
70-74 $51.50 $34.50 $25.50
75-79 $59.00 $39.00 $27.85
80+ $71.00 $46.00 $29.75

Rates effective January 1,1986 and are monthly rates for payments automatically deducted from your account.
For further details of coverage, including costs, exclusions any reductions or limitations, and the terms of the contract, see your agent or call one of our toll-free numbers.
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of Washington and Alaska

We’ll take care of it.
3 0 0 - 1 4 4 5
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W ith O u r  Plan, 
You've G ot C onfidence

r M Blue C ross
ot Washington and Alaska



T H R E E  P R O G R A M S ,

T H R E E  R A T E S :  O N E  I S  

R I G H T  F O R  Y O U

Three programs offering a choice of deductibles and three different rates. One ol them is sure to meet your needs And you can be confident ot their quality because all three are from an organization you can trust.
With each ol the programs you get $1 million in coverage per member, and these advantages:

Worldwide Coverage  Your coverage is good around the world. And there's no need to reapply if you relocate anywhere within Washington and Alaska.
Choice o f  Physicians — You choose the physicians and specialists you want You’re not limited to one clinic or a list of doctors. No separate referral is required to consult with specialists.
M aternity B en e fits  — Maternity benefits are provided for you or your covered spouse without a separate deductible.
More C overed Services — Coverage is provided for chiropractic care, mental and nervous conditions, alcoholism, drug adoi ;tion, and prescription drugs in addition to medical and surgical benefits.
N onsm oker D iscount — If you and your covered spouse have been nonsmokers for at least one year, you qualify for a substantial discount of up to 10 percentBlue Ribbon — Out Finest Coverage Our Blue Ribbon program has no deductible for hospital inpatient or selected outpatient services. The paid-in-full coverage extends to skilled nursing facilities, home health care and minor surgery on an outpatient basis. Please see the Benefits Summary for full details.

A $200 yearly deductible per individual, limited to $600 per family, applies to other covered services.BlueJPlus 500 arid Blue-Plus 1000—For Lower Rales Nearly all services covered under our BluePlus 500 and BluePlus 1000 coverage require a deductible before the Plan pays benefits, based on our Major Medical formula. BluePlus coverage is affordable while still protecting your financial security with $1 million in coverage per member. The BluePlus 500 coverage has a $500 yearly deductible per individual, limited to $1,000 per family. BluePlus 1000 has a $1,000 yearly deductible, limited to $2,000 per family.
Major Medical FormulaAfter you have satisfied the annual deductible for your program, the Plan pays 80 percent of the next $2,500 of covered expenses, and 100 percent of all covered expenses for the remainder of the calendar year. Coverage for mental and nervous conditions, and alcoholism is limited. Please see the Benefits Summary.

Our PromiseII you are not satisfied with your contract, you may return it to the Plan or any Plan agent within 10 clays lor a lull refund Please note, however, that this brochure explains the general features ol the programs offered. It is not a contract Complete terms and conditions of coverages aie set foilh in your contract.Request Our Enrollment Package TodayIf you have any questions regarding these programs orwould like to enroll, call your agent or call us
In the Seattle area: 367-1A19 Washington Toll Free; 1-800-231-9519 Alaska Toll Free: 1-800-257-9557

Who's Eligible?The programs described in this brochure are available only to applicants who are residents of the states of Washington and Alaska.
Family members eligible for coverage are you. your spouse, if under age 65, and your unmarried dependent children under age 23. Children, to be eligible, must be claimed as your income tax dependents They may be natural children, stepchildren or legally-adopted children Coverage may be continued for an enrolled, unmarried dependent over age 23 who is incapable of self-support because of developmental disability or physical handicap.When Benefits BeninIf your application is approved, your coverage will become effective the first of the month following our receipt of your completed application. Your coverage begins immediately for accidents sustained on or after your effective date. However, certain conditions require a waiting period before benefits begin.
After your coverage becomes effective, there is a 30-day waiting period before coverage begins for any care or treatment involving an illness or ailment.
No benefits are provided for services rendered or supplies furnished for any pre-existing condition during the first twelve (12) consecutive months from the Member’s effective date of coverage under the contract.If a Member is confined in a health care facility for a pre­existing condition when the 12-month waiting period ends, benefits will be provided only for services and supplies provided after the date of discharge.



A pre-existing condition is any illness, injury or condition, whether or not diagnosed, lor which a Member has received treatment, consultation or diagnostic testing, or has taken prescribed or recommended medicines, rluring the Iwclve (12) months prior to the effective date ol the Member's coverage
Please note that infants, born on or after the Member's effective date, are not subject to the waiting periods specified above, provided they are properly added lo the contract within sixty (60) days of birth
In some cases certain pre-existing conditions may be excluded from your coverage If this is the case, you will be notified in writing
MaternityYou or your covered spouse are eligible for Major Medi­cal maternity benefits, provided conception takes place after the coverage becomes effective and coverage is continuous until the date of delivery. Dependent daughters are not eligible for maternity benefits.
To Keep Rates LowTo help keep rates low. all three programs require you to seek a second surgical opinion before proceeding with certain named non-emergency, elective surgical procedures. (Charges for a second surgical opinion are not subject to a deductible, however.) We also require you to nave your physician contact the Plan before you are admitted to a hospital for non-emergency treatment Your benefits will be reduced if a required second surgical opinion is not obtained or if an inpatient hospital level of care is not medically necessary
What Your Program Does Noi Cover Benefits for illnesses OR injuries for which you are entitled to receive benefits under state or federal Workers’ Compensation.Services supplied by a nonmember governmental hospital, except in a medical emergency.Services provided by a rest home, home for the aged, nursing home or convalescent home, except as specifically covered by youi contract; all convalescent or custodial care.Hospitalization solely for diagnostic studies, physical examinations, checkups and medical evaluation Routine physical and marital examinations. Treatment for obesity, including surgery and complications of surgery Routine footcare procedures Eye refractions, eyeglasses or the filling of eyeglasses to correct vision: hearing examinations or hearing aids: vision analysis, therapy or training related to muscular imbalance of the eye; orthoptics.Dental services and hospital care for the extraction of teeth or other dental services; services or supplies for treatment of temporomandibular joint (T.M.J.) dys­function or myofascial pain-dysfunction (M.P.D.); upper or lower jaw augmentation or reduction procedures. Hospital admission or treatment primarily for rehabili­tative care (including, but not limited to. speech and occupational therapy, except as specifically covered in your contract)

Conditions caused by an act of war, armed invasion or aggressionServices or supplies not medically necessary, even if ordered by a court of law any services or supplies for which no charge is made o; would not have boor made if the contract were not in effect, services or sujqplies for which you are not legally liable Services or supplies lor learning disabilities, marital, sexual or family counseling, vocational counseling: other counseling or training services; milieu therapy • Services or procedures which are not generally performed or accepted by the medical profession in Washington and Alaska, or which may be deemed ex­perimental or investigative ■ Services for reproductive and sexual disorders, whether or not the consequences of illness, disease or injury, including but not limited to: impotency. frigidity, infertility, sterility, surgical sterilization, reversal of surgical sterilization, artificial insemination and in-vitro fertilization: services or drugs for sex transformations Services, supplies, and procedures for cosmetic, plas­tic and reconstructive purposes, except as specifically provided for in your contract.Well baby care, including physical examinations, except hospital charges for infant nursery care while the mother is hospitalized and receiving maternity benefits.Private room charges during an inpatient stayAny condition excluded in writing with this or any priorpiogram.Servicer, and supplies to the extent that benefits are payable under the terms of any insurance policy you or your spouse hold which provides payment towards medical expenses without a determination of liability for the injury. This includes automobile medical, auto no-fault or other similar type of policy The primary surgeon’s fee for certain named surgical procedures specified in the contract, unless a secona surgical opinion is obtained.The primary surgeon's fee or the first $200 of the admitting physician’s fee in non-surgical cases when, in the reasonable opinion of the Plan, the inpatient level of care is not medically necessary.
Renewv.hility, CsnrceliBbiiity and Termination Your coverage under this program renews each month It can be terminated without notice by the Plan if payment of the appropriate rate is not made when due Your coverage under this program will also end if you or a family member fails to meet the program’s eligibility rules
If the cost of health care services or the use of benefits by those covered under this program increases, the Plan reserves the right to modify or withdraw this program, substitute another program or alter the rates charged for the program, following 30 days advance notice. If this is done, it will affect all Subscribers covered under this type of program



BENEFITS SUMMARY*
Blue Ribbon BluePlus 500 BluePlus 1000

HOSPITAL INPATIENT
Room <5 Board (semiprivate) Intensive Care Unit Ancillary Services

Paid in lull, no deductible Covered under Maior Medical
Rehabilitative Care (semiprivate Paid in full up to 30 days per Covered under Major Medicalfollowing acute care) calendar year, no deductible jp to S5.000 per calendar year
Nervous & Mental Paid in full up to 30 days per calendar year, then covered under Major Medical at a constant 50%

Covered under Major Medical at a constant 50% up to S2 000 per calendar year
Drug Addiction Paid in full up to 30 days per calendar year, then covered under Major Medical Covered under Maior Medical
HOSPITAL OUTPATIENT
Accidents. (All treatment within 7 days): Medical Emergencies (life-endangering); Minor Surgery Chemotherapy X-Ray fi Radium Therapy

Paid in full, no Oeductible Covered under Maior Medical

chilled nursing facility
Semiprivate room Ancillary Services Paid in full, no deductible Covered under Major Medical up to S5.000 per calendar year
HOME HEALTH CARE (Within 4 days of a 3-day or longer inpatient stay.)

Paid in full, no deductible Covered under Major Medical

ALCOHOLISM TREATMENT 80% up to 52,000 per calendar year Covered under Maior Medical(Legally operated hospital or state- no deductible at a constant 80% up to S2.000approved facility) per calendar year
OUTPATIENT REHABILITATIVE Up to 520 per day/up to 45 days per Covered under Major MedicalCARE calendar year, no deductible up to 51.000 per calendar year
SURGICAL/MEDICALSurgeons Fees. Assistant Surgeon. Anesthesia Physicians' Calls. Prescription Drugs: Maternity; Ambulance. Medical Equipment and Prosthetic Devices

Covered under Major Medical Covered under Major Medical

NERVOUS & MENTAL CON'D) HONS Covered under Major Medical at Covered under Maior Medical(Visits to a licensed physician or a constant 50% up to 5500 per at a constant 50% up to S500psychologist) calendar year per calendar yearCHIROPRACTIC CARE Covered under Major Medical up to S500 per calendar year Covered under Major Medical up to 5500 per calendar year
ACUTE NURSING Covered under Major Medical up lo 52,500 per calendar year Covered under Major Medicai up to 52.500 per calendar year



Washington Rates Payable Monthly Through How to Pay lor Your Blue ">oss Plan ProgramAutomatic Deduction ..,, i,.-,>.nv-: iuv
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B L U E  H I B B O h

( J n d e t  3 0  
3 0 - 3 4  
3 5 - 3 9
4 0 - 4 4
4 5 - 4 9
5 0 - 5 4
5 5 - 5 9
6 0 - 6 4

S  5 7  9 5
P 5  5 0  
6 8 . 6 0  
7 5  1 0  
8 2 2 5  
3 8 . 2 0  
9 3  0 0  

1 0 4  7 5

S  5 2 . 1 5  
5 8  9 5  
6 1 . 7 5  
6 7  6 0  
7 4 . 0 5  
7 9  4 0  
8 3  7 0  
9 4  3 0

S 1 1 6 . 1 5  
1 3 0 . 3 5
1 3 7 . 5 5  
1 5 0  2 5  
1 6 4  7 0  
1 7 6  5 0  
1 8 6 4 0
2 0 9 . 5 5

S 1 0 4 . 5 5  
1 1 7  3 0  
1 2 3 . 8 0  
1 3 5  2 5  
1 4 8  2 5  
1 5 8  8 5  
1 6 7 . 7 5  
1 8 8  6 0

S  1 5 0 . 7 0  
1 6 4  0 0  
1 7 2 4 0  
1 8 2  4 5  
1 9 9 . 7 5  
2 1 1  5 0  
2 2 3 4 5  
2 4 7  5 0

$ 1 3 9 . 1 0  
1 5 0 9 5  
1 5 3 . 6 5  
1 6 7  4 5  
1 8 3 . 3 0  
1 9 3  8 5  
2 0 4  8 0  
2 2 6  5 5

S  1 0 4 . 3 0  
1 0 8  6 5  
1 1 4 . 1 5  
1 1 8 . 3 5  
1 2 9  4 5  
1 3 5  0 5  
1 4 2  6 0  
1 5 2  4 5

$  9 7 . 3 0  
1 0 1  1 5  
1 0 6 . 2 0  
1 0 9  7 5  
1 2 0 . 0 0  
1 2 5 0 5  
1 3 2 . 0 5  
1 4 1  0 0

B L U E T L U t ;  5 0 0

U n d e r  3 0  
3 0 - 3 4  
3 5 - 3 9  
4 0 - 4 4  
4 5 - 4 9  
5 0 - 5 4  
5 5 - 5 9  
6 0 - 6 4

S  4 5  6 0
5 1 . 5 0  
5 3  8 5  
5 8  9 5  
6 4  5 5  
6 9  2 5  
7 2 . 9 5  
8 2  2 5

S  4 1 . 0 5  
4 6 . 3 5  
4 8  4 5  
5 3  0 5  
5 8  1 0  
6 2  3 5  
6 5 . 6 5  
7 4  0 5

S  9 1 . 1 5  
1 0 2  4 5  
1 0 7  7 5  
1 1 7 . 9 5  
1 2 9 4 0  
1 3 8  5 5  
1 4 6  3 5  
1 6 4 . 6 0

S  8 2 . 0 5  
9 2  2 0  
9 7  0 0  

1 0 6  1 5  
1 1 6 . 4 5  
1 2 4  7 0  
1 3 1 . 7 0  
1 4 8 1 5

S 1 1 8 . 4 0  
1 2 8 . 8 0
1 3 5 . 4 0  
1 4 3  2 5  
1 5 6  9 0  
1 6 6  0 5
1 7 5 . 4 0  
1 9 4  3 5

S I  0 9 . 3 0  
1 1 8  5 5  
1 2 4 . 6 5  
1 3 1 . 4 5  
1 4 3 9 5  
1 5 2  2 0  
1 6 0  7 5  
1 7 7 . 9 0

$  8 2 . 0 5  
8 5  3 5  
8 9 . 7 0  
9 2  9 5  

1 0 1  6 5  
1 0 6 . 0 5  
1 1 1 . 9 5  
1 1 9  7 0

S  7 6 . 5 5  
7 9  4 5  
8 3 5 0  
8 6 2 0  
9 4  2 5  | 
9 8  2 0  

1 0 3 . 6 5  
1 1 0  7 0

B l  U E P U l t a  1 0 0 0

U n d e r  3 0  S  3 7 . 1 5  
3 0 - 3 4  4 2  0 5  
3 5 - 3 9  4 4 . 0 0  
4 0 - 4 4  4 8  2 5  
4 5 - 4 9  5 2 8 5  
5 0 - 5 4  5 6  5 5  
5 5 - 5 9  j 5 9 . 6 0  
6 0 - 6 4  6 7  2 5

S  3 3  4 5  
3 7  8 5  
3 9 . 6 0  
4 3 4 5  
4 7  5 5  
5 0 . 9 0  
5 3 . 6 5  
6 0  5 0

S  7 4 . 5 0  
8 3 . 7 0  
8 8  0 0  
9 6 5 0  

1 0 5 . 8 0  
1 1 3 . 2 5  
1 1 9 . 5 5  
1 3 4  5 5

S  6 7 . 0 5  
7 5  3 5  
7 9  2 0  
8 6  8 5  
9 5 2 0  

1 0 1 . 9 0  
1 0 7  6 0  
1 2 1 . 1 0

S  9 6  6 5  
1 0 5 . 2 5  
1 1 0 . 6 0  
1 1 7  1 0  
1 2 8  2 0  
1 3 5 . 8 0  
1 4 3 . 4 5  
1 5 8  9 0

S  8 9  2 0  
9 6 9 0  

1 0 1 . 8 0  
1 0 7  4 5  
1 1 7 . 6 0  
1 2 4  4 5  
1 3 1 . 5 0  
1 4 5 . 4 5

S  6 6 . 9 5  
6 9 . 7 0  
7 3 . 2 5  
7 6  0 0  
8 3  0 0  
8 6  7 5  
9 1 . 4 5  
9 7 . 8 0

$  6 2  4 5
6 4  9 0  
6 8 . 2 0  
7 0 4 5  
7 6 9 5  
8 0  3 5  
8 4 . 7 0  
9 0  4 5

Alaska Rates Payable Monthly Hi rough Automatic How to Pay lor Your Blue Cross Plan ProgramDeduction . „ or.-. • «r,*i

C O V E R A G E
P R O G R A M

BLUE f4»3RON

r l u e p j j s  aw

BLUEPLUS 1000

Y O U N G E R  O F  
Y O U  O R  Y O U R

S U B S C R I B E R S U B S C R I B E R  4  S P O U S E S U B .  S P O U S E  &  C H I L O I R E N ) S U B S C R I B E R  &  C H I L D ( R E N )

S P O U S E R E G U L A R  R A T E N O N - S M O K E R R E G U L A R  R A T E N O N - S M O K E R R E G U L A R  R A T E  N O N - S M O K E R R E G U L A R  R A T E N O N - S M O K E R

U n d e r  3 0 $  7 6  5 0 $  6 8  8 5 $ 1 5 3 . 2 5 5 1 3 7 . 9 5 S 1 9 8  9 0 $ 1 8 3  6 0 S 1 3 7 . 7 0 S 1 2 8 . 5 0  j
3 0 - 3 4 8 6 4 5 7 7  8 0 1 7 2  1 5 1 5 4  9 5 2 1 6  4 5 1 9 9  2 5 1 4 3  3 0 1 3 3  4 0
3 5 - 3 9 9 0 5 5 8 1  5 0 1 8 1 . 0 0 1 6 2  9 0 2 2 7  5 5 2 0 9 4 5 1 5 0  6 5 1 4 0 . 2 5  |
4 0 - 4 4 9 9  1 5 8 9  2 5 1 9 8  3 0 1 7 8  4 5 2 4 0 8 5 2 2 1 . 0 0 1 5 6  2 0 1 4 4  8 5
4 5 - 4 9 1 0 8 . 4 5 9 7 . 6 0 2 1 7 . 5 0 1 9 5 . 7 5 2 6 3  7 0 2 4 1 . 9 5 1 7 0 . 8 0 1 5 8 . 3 5  I
5 0 - 5 4 1  1 6  4 0 1 0 4  7 5 2 3 3  0 0 2 0 9  7 0 2 7 9 . 1 5 2 5 5 8 5 1 7 8 . 3 5 1 6 5  1 5
5 5 - 5 9 1 2 2 . 8 0 1 1 0 . 5 0 2 4 6 . 1 0 2 2 1 . 5 0 2 9 4 . 9 5 2 7 0 . 3 5 1 8 8 . 2 0 1 7 4  2 5
6 0 - 6 4 1 3 8  3 0 1 2 4  4 5 2 7 6  5 0 2 4 8 8 5 3 2 6 6 5 2 9 9  0 0 2 0 1 . 1 5 1 8 6  0 5

U n d e r  3 0 S  6 0 . 1 0 S  5 4  1 0 $ 1 2 0  3 5 S  1 0 8 . 3 0 5 1 5 6 . 1 0 $ 1 4 4  0 5 S  1 0 8 . 2 0 $ 1 0 0 . 9 5
3 0 - 3 4 6 7  9 5 6 1 . 1 5 1 3 5  1 5 1 2 1  6 5 1 7 0  0 0 1 5 6 . 5 0 1 1 2 . 5 5 1 0 4  8 0
3 5 - 3 9 7 1 . 2 0 6 4 . 1 0 1 4 2 . 0 5 1 2 7 , 8 5 1 7 8  7 0 1 6 4  5 0 1 1 8 . 3 5 1 1 0 . 2 0
4 0 - 4 4 7 7  8 5 7 0 0 5 1 5 5  8 0 1 4 0  2 0 1 8 9 . 2 0 1 7 3  6 0 1 2 2 . 7 0 1 1 3 . 7 5
4 5 - 4 9 8 5 . 2 0 7 6 . 7 0 1 7 0 7 5 1 5 3  7 0 2 0 7 . 0 5 1 9 0 . 0 0 1 3 4 . 1 0 1 2 4 . 3 0
5 0 - 5 4 9 1 . 4 0 8 2  2 5 1 8 3 0 0 1 6 4 . 7 0 2 1 9 . 2 5 2 0 0  9 5 1 4 0  0 5 1 2 9  6 5
5 5 - 5 9 9 6 . 4 0 8 6 . 7 5 1 9 3 . 2 5 1 7 3 . 9 5 2 3 1 . 6 5 2 1 2 . 3 5 1 4 7 . 8 0 1 3 6  8 5
6 0 - 6 4 1 0 8  6 5 9 7 . 8 0 2 1 7  1 5 1 9 5  4 5 2 5 6 . 6 0 2 3 4  9 0 1 5 7  9 5 1 4 6 . 1 0

U n d e r  3 0 S  4 9 . 1 5 S  4 4  2 5 S  9 8 . 3 5 S  8 8 . 5 0 S I  2 7 . 6 5 S 1 1 7 . 8 0 S  8 8 . 3 5 $  8 2 . 4 5
3 0 - 3 4 5 5 4 5 4 9 . 9 0 1 1 0 . 4 5 9 9  4 0 1 3 8  9 0 1 2 7  8 5 9 1 . 9 5 8 5 . 6 0
3 5 - 3 9 5 8 . 1 5 5 2 3 5 1 1 6 . 1 5 1 0 4 . 5 5 1 4 6 . 0 5 1 3 4 . 4 5 9 6 . 6 5 8 9 . 9 5
4 0 - 4 4 6 3 6 0 5 7  2 5 1 2 7 . 3 0 1 1 4  5 5 1 5 4 . 5 5 1 4 1 . 8 0 1 0 0 . 2 5 9 2 . 9 5
4 5 - 4 9 6 9 . 6 0 6 2 . 6 5 1 3 9 . 5 5 1 2 5  6 0 1 6 8 . 9 5 1 5 5 . 0 0 1 0 9 . 6 5 1 0 1 . 6 0
5 0 - 5 4 7 4  7 5 6 7 . 3 0 1 4 9 . 5 0 1 3 4  5 5 1 7 9 . 1 5 1 6 4  2 0 1 1 4 . 4 5 1 0 5 9 5
5 5 - 5 9 7 8 . 8 0 7 0 . 9 0 1 5 7 . 8 5 1 4 2 . 0 5 1 8 9 . 2 5 1 7 3 . 4 5 1 2 0 , 7 0 1 1 1  7 5
6 0 - 6 4 8 8 . 8 0 7 9 . 9 0 1 7 7 . 4 5 1 5 9 . 7 0 2 0 9 . 6 0 1 9 1 . 8 5 1 2 9 . 0 5 1 1 9 . 3 5

139*100 J 86 J'O rov»S*on



We’ll take care of it.



I N S U R A N C E  O V E R V I E W  
H O U S E  J U D I C I A R Y  A N D  I A B O R  & C O M M E R C E  C O M M I T T E E S  

F E B R U R A R Y  3 a n d  5 - 1 :3 0- 3 : 0 0  p.m.
^  F E B R U A R Y  4 - 12 :3 0 -2 :0 0 p.m.

H o u s e  J u d i c i a r y  C o m m i t t e e  R o o m  - C a p i t o l  120

JESDAY, FEB. 3, 1 : 3 0 - 3: 00  p.m. - State A g e n c y  Perspective,
M u n i c i p a l i t i e s ,  Sc hool 
B oards

1. S t a t e  A g e n c y  P e r s p e c t i v e  (30 Minutes)

a) J o h n  George, Director, Div. of I n s u r a n c e

1) U p d a t e  on I n s u r a n c e  A v a i l a b i l i t y  & A f f o r d a b i l i t y  
a> H e a l t h  Ca re

1> C o n s u m e r  H e a l t h  I n s u r a n c e  
2> M a l p r a c t i c e  I n s u r a n c e  f'\icftr,vvvE'C, 

b> L i a b i l i t y  I n s u r a n c e  *
1> M a r i n e  .

2) U p d a t e  on I n s u r a n c e  Pooling, S e l f  I n s u r a n c e  and 
R e c i p r o c a l s

2. M u n i c i p a l i t i e s  (15 Minutes)

a) S c o t t  Burgess, E x e c u t i v e  Director, A l a s k a  M u n i c i p a l
L e a g u e  ( —

IB U p d a t e  on Insur/ance A v a i l a b i l i t y  and . 
r  A f f o r d a b i l i t y  ' xT l Is uUJLIJzj

\  7
2ft U s e  o f  P o o l i n g  a n d  Se lf  I n s u r a n c e

3. S c h o o l  B o a r d s  (15 Minutes)

a) S h a r o n  Young, A s s o c i a t i o n  of A l a s k a  S c h o o l  Boards

1) U p d a t e  on I n s u r a n c e  A v a i l a b i l i t y  a n d  
A f f o r d a b i l i t y

2) U s e  o f  " V e r m o n t  C aptive"

WEDNE SD AY , FEB. 4, 1 2 : 3 0 - 2 : 0 0  p.m. - H e a l t h  I n s u r a n c e

1. C o n s u m e r  H e a l t h  I n s u r a n c e  - I n s u r e r  P e r s p e c t i v e  

a) M a r t i n  Ti ra do r,  Blu e  C r os s (10 Minutes)

1) A v a i l a b i l i t y  and A f f o r d a b i l t i y



W ith  O u r  P lan , 
You've G o t C on fid ence

Blue Cross
o f  W a s h i n g t o n  a n d  A l a s k a



T H R E E  P R O G R A M S ,

T H R E E  R A T E S :  O N E  I S  

R I G H T  F O R  Y O U

Three programs offering a choice of deductibles and three different rates. One of them is sure to meet your needs. And you can be confident of their qualify because all three are from an organization you can trust.
With each of the programs you get $1 million in coverage per member, and these advantages:

Worldwide Coverage  — Your coverage is good around the world. And there's no need to reapply if you relocate anywhere within Washington and Alaska.
Choice o f Physicians — You choose the physicians and specialists you want. You're not limited to one clinic or a list of doctors. No separate referral is required to consult with specialists.
M aternity B en e fits  — Maternity benefits are provided for you or your covered spouse without a separate deductible.
More C overed Services — Coverage is provided for chiropractic care, mental and nervous conditions, alcoholism, drug addiction, and prescription drugs in addition to medical and surgical benefits.
N onsm oker D iscount — If you and your covered spouse have been nonsmokers for at least one year, you qualify for a substantial discount of up to 10 percent.Blue Ribbon — Ou\ Finest Coverage Our Blue Ribbon program has no deductible for hospital inpatient or selected outpatient services. The paid-in-full coverage extends to skilled nursing facilities, home health care and minor surgery on an outpatient basis. Please see the Benefits Summary for full details.

A $200 yearly deductible per individual, limited to $600 per family, applies to other covered services.BluePlus 500 and BluePlus 1000—For Lower Rates Nearly all services covered under our BluePlus 500 and BluePlus 1000 coverage require a deductible before the Plan pays benefits, based on our Major Medical formula. BluePlus coverage is affordable while still protecting your financial security with $1 million in coverage per member. The BluePlus 500 coverage has a $500 yearly deductible per individual, limited to $1,000 per family. BluePlus 1000 has a $1,000 yearly deductible, limited to $2,000 per family.Major Medical FormulaAfter you have satisfied the annual deductible for your program, the Plan pays 80 percent of the next $2,500 of covered expenses, and 100 percent of all covered expenses for the remainder of the calendar year. Coverage for mental and nervous conditions, and alcoholism is limited. Please see the Benefits Summary.

Our PromiseIf you are not satisfied with your contract, you may return it to the Plan or any Plan agent within 10 days for a full refund. Please note, however, that this brochure explains the general features of the programs offered. It is not a contract. Complete terms and conditions of coverages are set forth in your contract.Request O'•*' Enrollment Package TodayIf you have any questions regarding these programs orwould like to enroll, call your agent or call us:
In the Seattle area: 367-1419 Washington Tc'i Free: 1-800-231-9519 Alaska Toll F, '-800-257-9557

Who's Eligible?The programs deschbed in this brochure are available only to applicants who are residents of the states of Washington and Alaska.
Family members eligible for coverage are you, your spouse, if under age 65, and your unmarried dependent children under age 23. Children, to be eligible, must be claimed as your income tax dependents. They may be natural children, stepchildren or legally-adopted children. Coverage may be continued for an enrolled, unmarried dependent over age 23 who is incapable of self-support because of developmental disability or physical handicap.When Benefits BeginIf your application is approved, your coverage will become effective the first of the month following our receipt of your completed application. Your coverage begins immediately for accidents sustained on or after your effective date. However, certain conditions require a waiting period before benefits begin.
After your coverage becomes effective, there is a 3u-day waiting period before coverage begins for any care or treatment involving an illness or ailment.
No benefits are provided for services rendered or supplies furnished for any pre-existing condition during the first twelve (12) consecutive months from the Member’s effective date of coverage under the contract.If a Member is confined in a health care facility for a pre­existing condition when the 12-month waiting period ends, benefits will be provided only for services and supplies provided after the date of discharge.



A pre-existing condition is any illness, injury or condition, whether or not diagnosed, for which a Member has received treatment, consultation or diagnostic testing, or has taken prescribed or recommended medicines, during the twelve (12) months prior to the effective date of the Member's coverage.
Please note that infants, born on or after the Member's effective date, are not subject to tne waiting periods specified above, provided they are properly added to the contract within sixty (60) days of birth
In some cases certain pre-existing conditions may be excluded from your coverage. If this is the case, you will be notified in writing
MaternityYou or your covered spouse are eligible for Major Meoi- cal maternity benefits, provided conception takes place after the coverage becomes effective and coverage is continuous until the date of delivery. Dependent daughters are not eligible for maternity benefits.
To Keep Rates LowTo help keep rates low, all three programs require you to seek a second surgical opinion before proceeding with certain named non-emergency, elective surgical procedures. (Charges for a second surgical opinion are not subject to a deductible, however.) We also require you to have your physician contact the Plan before you are admitted to a hospital for non-emergency treatment. Your benefits will be reduced if a required second surgical opinion is not obtained or if an inpatient hospital level of care is not medically necessary.
What Your Program Does Not Cover• Benefits for illnesses OR injuries for which you are entitled to receive benefits under state or federal Workers' Compensation.Services supplied by a nonmember governmental hospital, except in a medical emergency.• Services provided by a rest home, home for the aged, nursing home or convalescent home, except as specifically covered by your contract; all convalescent or custodial care.■ Hospitalization solely for diagnostic studies, physical examinations, checkups and medical evaluation. Routine physical and marital examinations. Treatment for obesity, including surgery and complications of surgery. Routine footcare procedures.■ Eye refractions, eyeglasses or the filling of eyeglasses to correct vision; hearing examinations or hearing aids; vision analysis, therapy or training related to muscular imbalance of the eye; orthoptics.■ Dental services and hospital care for the extraction of teeth or other dental services; services or supplies for treatment of temporomandibular joint (T.M.J.) dys­function or myofascial pain-dysfunction (M.P.D.); upper or lower jaw augmentation or reduction procedures.• Hospital admission or treatment primarily for rehabili­tative care (including, but not limited to, speech and occupational therapy, except as specifically covered in your contract).

• Conditions caused by an act of war, armed invasion or aggression• Services or supplies not medically necessary, even if ordered by a court of law; any services or supplies for which no charge is made or would not have been made if the contract were not in effect; services or supplies for which you are not legally liable• Services or supplies for learning disabilities; marital, sexual or family counseling; vocational counseling; other counseling or training services; milieu therapy.• Services or procedures which are not generally performed or accepted by the medical profession in Washington and Alaska, or which may be deemed ex­perimental or investigative.• Services for reproductive and sexual disorders, whether or not the consequences of illness, disease or injury, including out not limited to: impotency, frigidity, infertility, sterility, surgical sterilization, reversal of surgical sterilization, artificial insemination and in-vitro fertilization; services or drugs for sex transformations.• Services, supplies, and procedures for cosmetic, plas­tic and reconstructive purposes, except as specifically provided for in your contract.• Wei! baby care, including physical examinations, except hospital charges for infant nursery care while the mother is hospitalized and receiving maternity benefits.• Private room charges during an inpatient stay.■ Any condition excluded in writing with this or any prior program.■ Services and supplies to the extent that benefits are payable under the terms of any insurance policy you or your spouse hold which provides payment towards medical expenses without a determination of liability for the injury. This includes automobile medical, auto no-fault or other similar type of policy.• The primary surgeon's fee for certain named surgical procedures specified in the contract, unless a second surgical opinion is obtained.• The primary surgeon's fee or the first $ 2 0 0  of the admitting physician's fee in non-surgical cases when, in the reasonable opinion of the Plan, the inpatient level of care is not medically necessary.
Renewabiiity, Cancellability and Termination Your coverage under this program renews each month. It can be terminated without notice by the Plan if payment of the appropriate rate is not made when due. Your coverage under this program will also end if you or a family member fails to meet the program's eligibility rules.
If the cost of health care services or the use of benefits by those covered under this program increases, the Plan reserves the right to modify or withdraw this program, substitute another program or alter the rates charged for the program, following 3 0  days advance notice. If this is done, it will affect all Subscribers covered under this type of program.



B E N E F I T S  S U M M A R Y *

Blue Ribbon
BiuePlus 500 BluePlus 1000

HOSPITAL INPATIENTRoom & Board (semiprivate) Intensive Care Unit Ancillary ServicesRehabilitative Care (semiprivate following acute care)Nervous & Mental
Drug Addiction

Paid in full, no deductible
Paid in full up to 30 days per calendar year, no deductiblePaid in full up to 30 days per calendar year, then covered under Maior Medical at a constant 50%Paid in full up to 30 days per calendar year, then covered under Major Medical

Covered under Major Medical
Covered under Major Medical up to $5,000 per calendar yearCovered under Maior Medical at a constant 50% up to S2.000 per calendar yearCovered under Major Medical

HOSPITAL OUTPATIENTAccidents. (All treatment within 7 days); Medical Emergencies (life-endangering); Minor Surgery; Chemotherapy X-Ray & Radium Therapy
Paid in full, no deductible Covered under Major Medical

SKILLED NURSING FACILITY
Semiprivate room; Ancillary Services Paid in full, no deductible Covered under Major Medical up to $5,000 per ca.endar year
HOME HEALTH CARE (Within 4 days of a 3-day or longer inpatient stay.)

Paid in full, no deductible Covered under Major Medical

ALCOHOLISM TREATMENT (Legally operated hospital or state- approved facility)
80% up to $2,000 per calendar year, no deductible Covered under Major Medical at a constant 80% up to $2,000 per calendar year

OUTPATIENT REHABILITATIVE CARE Up to $20 per day/up to 45 days per calendar year, no deductible Covered under Major Medical up to $1.000 per calendar year
SURGICAL/MEDICALSurgeon's Fees. Assistant Surgeon. Anesthesia. Physicians' Calls, Prescription Drugs: Maternity: Ambulance Medical Equipment and Prosthetic Devices

Covered under Major Medical Covered under Major Medical

NERVOUS & MENTAL CONDITIONS (Visits to a licensed physician or psychologist)
Covered under Major Medical at a constant 50% up to $500 per calendar year

Covered under Major Medical at a constant 50% up to $500 per calendar yearCHIROPRACTIC CARE Covered under Major Medical up to $500 per calendar year Covr 'd under Major Medical up to 5500 per calendar year
ACUTE NURSING Covered under Major Medical up to $2,500 per calendar year Covered under Major Medical up to $2,500 per calendar year
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Washington Rates Payable Monthly Through Automatic Deductionif accepted, in order to begin coverage you must include l'.vo months premium with submission of the health statement application

How to Pay for Your Blue Cross Plan ProgramThere are two options available tor payment of your Blue Cross Subscription Charges• ABC Monthly Payment• Bi-monthly Billing by Mail
COVERAGEPROGRAM

YOUNGER OF YOU OR YOUR SPOUSE
SUBSC 

REGULAR RATE
RISER
NON-SMOKER

SUBSCRIBE 
REGULAR RATE

R& SPOUSE 
NON-SMOKER

SUB, SPOUSE 
REGULAR HATE

S CHILOIREN) 
NON-SMOKER

SUBSCRIBER 
REGULAR RATE

4 CHILD(REN) 
NON-SMOKER

B L U E  R I B B O N

Under 30 
30-34 
35-39 
40-44 
45-49 
50-54 
55-59 
60-64

S 57.95 
65.50 
68.60 
75.10 
82.25 
8820  
93.00 

104.75

S 52.15 
58.95 
61.75 
67 60 
74.05 
79.40 
83.70 
94.30

S116.15 
13035
137.55 
15025 
164 to 
176.50 
186.40
209.55

S104.55
117.30
123.80
135.25
148.25 
158 85 
167.75 
188.60

5150.70 
164 00 
172.40
182.45 
199.75
211.50
223.45
247.50

$139.10
150.95
158.65
167.45
183.30
193.85
204.80
226.55

$104.30
108.65
114.15
118.35
129.45 
135.05 
142.60
152.45

$ 97.30 
101.15 
106.20 
109.75 
120.00
125.05
132.05 
141.00

B L U E P L U S 5 0 0

Under 30 
30-34 
35-39 
40-44 
45-49 
50-54 
55-59 
60-64

S 45.60 
51.50 
5 385
58.95 
64.55
69.25
72.95
82.25

S 41.05 
46.35 
48.45
53.05 
58.10 
62 35 
65.65
74.05

S 91.15 
102.45 
107.75 
117.95 
129.40 
138.55 
14635 
164.60

$ 82.05 
92.20 
97.00

106.15 
116.45
124.70
131.70
148.15

S118.40 
128.80
135.40 
143.25 
156.90 
166.05
175.40 
194.35

$109.30
118.55
124.65
131.45
143.95
152.20
160.75
177.90

S 82.05 
85.35 
89.70 
92.95 

101.65 
106.05 
111.95 
119.70

S 76.55 
79.45 
8 3 50  
86.20 
94.25 
98.20 

103.65 
110.70

B L U E P L U S  1 C 0 0

Under 30 
30-34 
35-39 
40-44 
45-49 
50-54 
55-59 
60-64

S 37.15 
42.05 
44.00
48.25 
52.85 
5655  
59.60
67.25

5 33.45 
37.85 
39.60 
43.45 
47.55 
50.90 
53.65 
60.50

S 74.50 
83.70 
88.00 
96.50 

105.80 
113.25 
119.55 
134 55

S 67.05 
7535  
7 920  
8685  
95.20 

101.90 
107.60 
121.10

S 96 65 
105.25 
110.60 
117.10 
128.20 
135.80 
143 45 
158.90

$ 89.20 
96.90 

101.80
107.45 
117.60
124.45 
131.50
145.45

S 66.95 
69.70 
73.25
76.00
83.00 
86.75 
91.45 
97.80

$ 62.45 
64.90 
68.20
70.45 
76.95 
80.35 
84.70
90.45

Alaska Rates Payable Monthly Through Automatic Deductionlr accepted in order to begin coverage you must include two months premium with submission of the health statement application

How to Pay for Your Blue Cross Plan ProgramThere are two options available for payment ol your Blue Cross Subscription Charges• ABC Monthly Payment• Bi-monthly Billing by Mail
C O V E R A G E
P R O G R A M

Y O U N G E R  O F  
Y O U  O R  Y O U R  

S P O U S E

S U B S C  

R E G U L A R  R A T E

R I S E R

N O N - S M O K E R

S U B S C R I B E  

R E G U L A R  R A T E

R S  S P O U S E  

N O N - S M O K E R

S U B .  S P O U S E  

R E G U L A R  R A T E

&  C H I L O I R E N )  

N O N - S M O K E R

S U B S C R I B E R  

R E G U L A R  R A T E

&  C H I L D ( R E N )  

N O N - S M O K E R

B L U E  R I B B O N

U n d e r  3 0  
3 0 - 3 4  
3 5 - 3 9  
4 0 - 4 4  
4 5 - 4 9  
5 0 - 5 4  
5 5 - 5 9  
6 0 - 6 4

$  7 6 . 5 0  
8 6 . 4 5  
9 0 . 5 5  
9 9 . 1 5  

1 0 8 . 4 5  
1 1 6 . 4 0  
1 2 2 . 8 0  
1 3 8 . 3 0

S  6 8  8 5  
7 7  8 0  
8 1 . 5 0  
8 9 2 5  
9 7 . 6 0  

1 0 4 . 7 5  
1 1 0 . 5 0  
1 2 4 . 4 5

$ 1 5 3 . 2 5
1 7 2 . 1 5
1 8 1 . 0 0
1 9 8 . 3 0
2 1 7 . 5 0  
2 3 3 . 0 0  
2 4 6 . 1 0
2 7 6 . 5 0

$ 1 3 7 . 9 5
1 5 4 . 9 5
1 6 2 . 9 0
1 7 8 . 4 5
1 9 5 . 7 5
2 0 9 . 7 0
2 2 1 . 5 0
2 4 8 . 8 5

S  1 9 8 . 9 0  
2 1 6 . 4 5  
2 2 7 . 5 5  
2 4 0 , 8 5  
2 6 3 . 7 0  
2 7 9 . 1 5  
2 9 4 . 9 5  
3 2 6 . 6 5

S  1 8 3 . 6 0  
1 9 9 . 2 5  
2 0 9 . 4 5  
2 2 1 . 0 0  
2 4 1 . 9 5  
2 5 5 . 8 5  
2 7 0 . 3 5  
2 9 9 . 0 0

$ 1 3 7 . 7 0
1 4 3 . 3 0
1 5 0 . 6 5
1 5 6 . 2 0  
1 7 0 . 8 0  
1 7 8 . 3 5
1 8 8 . 2 0  
2 0 1 . 1 5

$ 1 2 8 . 5 0  
1 3 3 . 4 0  
1 4 0 . 2 5  
1 4 4 . 8 5  
1 5 8 . 3 5  
1 6 5 . 1 5  
1 7 4  2 5  
1 8 6 . 0 5

B L U E P L U S  5 0 0

U n d e r  3 0  
3 0 - 3 4  
3 5 - 3 9  
4 0 - 4 4  
4 5 - 4 9  
5 0 - 5 4  
5 5 - 5 9  
6 0 - 6 4

S  6 0 . 1 0  
6 7 . 9 5
7 1 . 2 0  
7 7 . 8 5
8 5 . 2 0
9 1 . 4 0
9 6 . 4 0  

1 0 8 . 6 5

S  5 4 . 1 0  
6 1 . 1 5  
6 4 . 1 0  
7 0 . 0 5  
7 6 . 7 0  
8 2 . 2 b  
8 6 . 7 5  
9 7 . 8 0

S  1 2 0 . 3 5
1 3 5 . 1 5  
1 4 2 . 0 5  
1 5 5 . 8 0  
1 7 0 . 7 5  
1 8 3 . 0 0  
1 9 3 . 2 5
2 1 7 . 1 5

$ 1 0 8 . 3 0  
1 2 1  6 5  
1 2 7 . 8 5  
1 4 0 . 2 0
1 5 3 . 7 0
1 6 4 . 7 0  
1 7 3 . 9 5  
1 9 5 . 4 5

$ 1 5 6 . 1 0
1 7 0 . 0 0
1 7 8 . 7 0
1 8 9 . 2 0
2 0 7 . 0 5
2 1 9 . 2 5
2 3 1 . 6 5
2 5 6 . 6 0

$ 1 4 4  0 5  
1 5 6 . 5 0  
1 6 4  5 0  
1 7 3 . 6 0  
1 9 0 . 0 0  
2 0 0 . 9 5  
2 1 2 . 3 5  
2 3 4 . 9 0

S 1 0 8 . 2 0
1 1 2 . 5 5
1 1 8 . 3 5
1 2 2 . 7 0
1 3 4 . 1 0
1 4 0 . 0 5
1 4 7 . 8 0
1 5 7 . 9 5

$ 1 0 0 . 9 5  
1 0 4 . 8 0  
1 1 0 . 2 0  
1 1 3 . 7 5  
1 2 4 . 3 0  
1 2 9 . 6 5  
1 3 6 . 8 5  
1 4 6 . 1 0

B L U E P L U S  1 0 0 0

U n d e r  3 0  
3 0 - 3 4  
3 5 - 3 9  
4 0 - 4 4  
4 5 - 4 9  
5 0 - 5 4  
5 5 - 5 9  
6 0 - 6 4

S  4 9 . 1 5  
5 5 . 4 5  
5 8 . 1 5  
6 3  6 0  
6 9 . 6 0  
7 4 . 7 5
7 8 . 8 0
8 8 . 8 0

S  4 4 . 2 5
4 9 . 9 0  
5 2 . 3 5  
5 7 . 2 5  
6 2 . 6 5  
6 7 . 3 0
7 0 . 9 0
7 9 . 9 0

S  9 8 . 3 5
1 1 0 . 4 5  
1 1 6 . 1 5  
1 2 7 . 3 0  
1 3 9 . 5 5  
1 4 9 . 5 0  
1 5 7 . 8 5
1 7 7 . 4 5

S  8 8 . 5 0  
9 9 . 4 0

1 0 4 . 5 5
1 1 4 . 5 5  
1 2 5 . 6 0
1 3 4 . 5 5  
1 4 2 . 0 5  
1 5 9 . 7 0

S  1 2 7 . 6 5  
1 3 8 . 9 0  
1 4 6 . 0 5  
1 5 4 . 5 5  
1 6 8 . 9 5  
1 7 9 . 1 5  
1 8 9 . 2 5  
2 0 9 . 6 0

$ 1 1 7 . 8 0
1 2 7 . 8 5
1 3 4 . 4 5  
1 4 1 . 8 0  
1 5 5 . 0 0  
1 6 4 . 2 0
1 7 3 . 4 5
1 9 1 . 8 5

$  8 8 . 3 5  
9 1 . 9 5  
9 6 . 6 5  

1 0 0 . 2 5  
1 0 9 . 6 5  
1 1 4 . 4 5  
1 2 0 . 7 0  
1 2 9 . 0 5

$  8 2 . 4 5  
8 5 . 6 0
8 9 . 9 5
9 2 . 9 5  

1 0 1 . 6 0  
1 0 5 . 9 5  
1 1 1 . 7 5  
1 1 9 . 3 5
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Blue Cross
o f  W a s h i n g t o n  a n d  A l a s k a

We’ll take care of it.



I N S U R A N C E  O V E R V I E W  
H O U S E  J U D I C I A R Y  A N D  L A B O R  & C O M M E R C E  C O M M I T T E E S  

F E B R U R A R Y  3 a n d  5 - 1 :3 0-3:00 p.m.
F E B R U A R Y  4 - 12 :3 0- 2: 0 0 p.m.

H o u s e  J u d i c i a r y  C o m m i t t e e  R o o m  - C a p i t o l  120

CJESDAY, FEB. 3, 1 : 3 0 -3 :0 0 p.m. - S ta te  A g e n c y  P er sp ective,
M u n i c i p a l i t i e s ,  Sc hool 
Boards

1. S t a t e  A g e n c y  P e r s p e c t i v e  (30 Minutes)

a) J o h n  George, Director, Div. of I n s u r a n c e

1) U p d a t e  o n  I n s u r a n c e  A v a i l a b i l i t y  & A f f o r d a b i l i t y  
a> H e a l t h  Care

1> C o n s u m e r  H e a l t h  I n s u ra nc e 
2> M a l p r a c t i c e  I n s u r a n c e  

b >  L i a b i l i t y  I n s u r a n c e  *
1> M a r i n e ,

2) U p d a t e  on I n s u r a n c e  Pooling, S e l f  I n s u r a n c e  and 
R e c i p r o c a l s

M u n i c i p a l i t i e s  (15 Minutes)

a) S c o t t  Burgess, E x e c u t i v e  Director, A l a s k a  M u n i c i p a l  
L e a g u e (

im U p d a t e  on Insui/ance A v a i l a b i l i t y  an d,  y o - o ^^oX^cX<3
A f f o r d a b i l i t y  1 jp\ sJU^CUL*Jz*

U s e  of P o o l i n g  a n d  S e l f  I n s u r a n c e

3. S c h o o l  B o a r d s  (15 Minutes)

a) S h a r o n  Young, A s s o c i a t i o n  of A l a s k a  S c h o o l  Boar ds

1) U p d a t e  on I n s u r a n c e  A v a i l a b i l i t y  a n d  
A f f o r d a b i l i t y

2) U s e  o f  " V e r mo nt  Captive"

B. W E D NE SD AY , FEB. 4, 1 2 :3 0 - 2 : 0 0  p.m. - H e a l t h  I n s u r a n c e

1. C o n s u m e r  H e a l t h  I n s u r a n c e  - I n s u r e r  P e r s p e c t i v e

a) M a r t i n  Tirador, Blu e Cross (10 Minutes)

1) A v a i l a b i l i t y  a nd A f f o r d a b i l t i y



2. Malpr*. t i c e  I n s u r a n c e  

a) I n s u r e r  P e r s p e c t i v e

1) Bill Brock, M e d i c a l  I n d e m n i t y  Corp. o f  A K  (MICA) 
(10 Mi nu t es )

j b) I n s u r e d  P e r s p e c t i v e

• 1) H o s p i t a l s
a> M i k e  Lockwood, H e a l t h  A s s o c i a t i o n  o f  A l a s k a  

’ (10 Mi nutes)

Vi b >  J o h n  Vowel l , W r a n g e l l  G e n e r a l  H o s p i t a l  (10
M i nutes)

C> ‘K e-ith -Caap b e 11 >— f l w w i-fl flAnar.a1 Wr>c;p-H-*1 (-1-0— •

■M inut e s  ̂ 'Tk/-}-

2) P h y s i c i a n s

a> Dr. T o m  Wood, P e t e r s b u r g  (10 Minutes)

. TH U RS DA Y,  FEB. 5, 1 : 3 0 - 3 : 0 0  p.m. - W o r k e r s  C o m p e n s a t i o n ,
M a r i n e  a nd A v i a t i o n

1 o W o r k e r s 1 C o m p e n s a t i o n

a) B e n e f i t s

1) J a c k i e  M c C l i n t o c k ,  Di r ector, S t a t e  D i v i s i o n  
W o r k e r s '  C o m p  (15 M inutes)

*
b) R ^ t e  S t r u c t u r e

3^ J o h n  Geor ge ,  Di re ctor, D i v i s i o n  o f  I n s u r a n c e  (15 
j Minu te s)

2. M a r i n e  I n s u r a n c e  - A v a i l a b i l i t y  a n d  A f f o r d a b i l i t y

a) I n s u r e r  P e r s p e c t i v e

1) N o r t h e r n  M a r i n e  I n s u r a n c e  - M i k e  M i l l e r  o r  L a c h  
Z e m p ( 1 0  M inutes)

b) I n s u r e d  P e r s p e c t i v e
•• V<’£’» /. v- .vh* *■!•* - • ,

1) B i l l  Hall, A l a s k a  C o m m e r c i a l  F i s h i n g  a n d  
A g r i c u l t u r e  B a n k  (10 Minutes)

3. A v i a t i o n  I n s u r a n c e  - A v a i l a b i l i t y  a n d  A f f o r d a b i l i t y  

a) R e e d  S t o o p s  - A i r  C a r r i e r s  A s s o c i a t i o n  (10 Minutes)



A D D E N D U M  T O  I N S U R A N C E  O V E R V I E W  A G E N D A

D a y  3? F e b r u a r y  5:

W o r k e r s ' C o m p e n s a t i o n

c) R a t e  I m p a c t  on E m p l o y e r s  a n d  E m p l o y e e s

1) F r a n k  M e a r s  - W o rkers' C o m p e n s a t i o n  c o m m i t t e e  
A l a s k a  (10 minutes)
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2 / 4 / 8 7

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

I N S U R A N C E  O V E R V I E W

S I T K A

T H E R E S A  W Y M A N

F I N A L  S T A T S  

P A R T I C I P A N T  L I S T

N A  M E  /  R  E  P  R  E  S  E  N T I N  G A  D 0  R  E  S S  P  H ' ; : ■: E -v

1 *  R E E D  R E Y N O L D S ,  S E  E M S  C O U N C I L , 2 1 0  S E W A R D ,  S I T U

2 .  H A R  Y  T  H 0  M P  S  0  N . 6  2  6  M E  R  R I !... L  T  * ,  S I T  K A

3 .  F R A N K  L ,  S U T T O N ,  H T » E D G E C U M B E  H O S P I T A L ,  2 2 2  T O R  A S S

4 *  C H A R L E S  B G V E E ,  S E A R H C , 2 2 2  T O N G A S S ,  S I T K A

5 .  E D  M A L E W S K I ,  B O X  1 3 3

(•) T E S T I F I E D  

0 U N A B L E  
5 O B S E R V I N G  

!:> TO TA L

1 2  : 3 0 P M  ~2 ' 0:5 P M S T A R T / E N D  T I M E
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H O U S E  J U D I C I A R Y  A N D  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 S  

F E B R U A R Y  4, 1 9 8 7  *L I S T E N  O N L Y "

T O  O B S E R V E

;.J O D I  P E R L H U T T E R / S E A H S A ,  2 1 5  M A I N  - S U I T E  2 1 5 ,  K T N  2 2 5 - 9 6 8 1  
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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  (MICA)

A  b r i e f  h i s t o r y  a nd description.
P r e p a r e d  b y  Rep. J o h n  Sund's o f f i c e ;
J a n u a r y  30, 1987

C R E A T I O N

M I C A  is a n  i n s u r a n c e  company c r e a t e d  b y  th e  A l a s k a  Legislature 
t o  p r o v i d e  p r o f e s s i o n a l  l i a b i l i t y  i n s u r a n c e  to A l a s k a n  
p h y s i c i a n s  a n d  surgeons, h o s p i t a l s  a nd r e l a t e d  h e a l t h  care 
o r g a n i z a t i o n s .  T h e  c o m p a n y  w a s  e s t a b l i s h e d  in r e s p o n s e  to the 
l a c k  of a v a i l a b l e  m a l p r a c t i c e  i n s u r a n c e  in the state in the 
m i d - 1 9 7 0 s .  M I C A  c o m m e n c e d  b u s i n e s s  on J u n e  28, 1976.

S T R U C T U R E

M I C A  is a d m i n i s t e r e d  b y  a n i n e - m e m b e r  b o a r d  a p p o i n t e d  by the 
g o v e r n o r  a n d  c o n f i r m e d  b y  the L e g i s l a t u r e .  T h e  b o a r d  consists 
o f  f ou r p h y s i c i a n s ,  a h o spital a d m i n i s t r a t o r ,  t w o  insurance 
i n d u s t r y  p r o f e s s i o n a l s  and two p e r s o n s  u n r e l a t e d  to the health 
c a r e  a n d  i n s u r a n c e  industries. T h e  b o a r d  m a i n t a i n s  a plan of 
o p e r a t i o n ,  w h i c h  is s u b j e c t  to a p p r o v a l  b y  t h e  st at e director 
o f  t h e  D i v i s i o n  o f  Insurance.

T h e  L e g i s l a t u r e  d e l i b e r a t e l y  s e t  u p  M I C A  to b e  a free-standing 
c o r p o r a t i o n  v i t h  no d i r e c t  p o l i t i c a l  i n v o l v e m e n t  in its 
o p e r a t i o n s .  M I C A  r e p o r t s  to t h e  D i v i s i o n  of I n s u r a n c e  in the 
s a m e  m a n n e r  as all i n s u r a n c e  c o m p a n i e s  o p e r a t i n g  in t he state. 
H o w e v e r ,  u n l i k e  o t h e r  in su rance c om pa n i e s ,  the D i v i s i o n  of 
I n s u r a n c e  d o e s  h a v e  a n  e xtended r e l a t i o n s h i p  w i t h  M I C A  through 
a p p r o v a l  of t h e  o l a n  of o p e r a t i o n  and c a p i t a l i z a t i o n  loans 
( e x p l a i n e d  below; . T h e  D i v i s i o n  is als o i n v i t e d  to all MICA 
b o a r d  m e e t i n g s ,  b u t  d o e s  not vo te .

M I C A  is b a s e d  i n •A n c h o r a g e . T h e  d a i l y  o p e r a t i o n s  are managed 
b y  a n  i n d e p e n d e n t  c o n s u l t i n g  firm, M a r s h  & Mc L ennan. But the 
M I C A  b o a r d  is m o v i n g  t o w a r d  s e l f - m a n a g e m e n t .  M I C A ' s  actuary 
is M i l l i m a n  & R ob er t s o n .

T h e  s t a t e  r u l e d  t h a t  M I C A  is e x e m p t  from in come taxes. That 
h a s  not, t o  date, b e e n  c h a l l e n g e d  b y  t he IRS.

B y  s tatute, M I C A  m a y  b e  t e r m i n a t e d  if it p o s t s  w r i t t e n  
p r e m i u m s  f or t w o  c o n s e c u t i v e  y e a r s  of less t h a n  35 p e r c e n t  of 
a l l  p r e m i u m s  w r i t t e n  in t he st at e for p h y s i c i a n s 1 medi ca l 
m a l p r a c t i c e  i nsurance, or posts p r e m i u m s  for one c a l en da r year 
cf l e s s  t h a n  20 p e r c e n t  of all m a l p r a c t i c e  p r e m i u m s  in the 
state. T h e  d e c i s i o n  t o  t e r m i n a t e  w o u l d  be m a d e  b y  the  
d i r e c t o r  of i n s u r a n c e  fol lo wi ng  p u b l i c  hearings.



C A P I T A L I Z A T I O N

T h e  L e g i s l a t u r e  e s t a b l i s h e d  in t h e  D e p a r t m e n t  of C o m m e r c e  and 
E c o n o m i c  D e v e l o p m e n t  a m e di ca l m a l p r a c t i c e  l i a b i l i t y  r e v o l v i n g  
l o a n  f u n d  t o  c a p i t a l i z e  MICA. T h e  f u n d  is a d m i n i s t e r e d  b y  the 
d i r e c t o r  of i ns ur a n c e .  T h e  o r i g i n a l  l o a n  w as $3 mil li on , 
p a y a b l e  at 7 p e r c e n t  interest. M I C A  is p a y i n g  interest, but 
t h e r e  is n o  d u e  d a t e  on the p r i n c i p a l  a n d  the st at e  l o a n  is 
s u b o r d i n a t e  t o  a ll other o b l i g a t i o n s  of the corporationt M I C A  
m u s t  m a k e  a l o a n  r e p a y m e n t  in the e v e n t  of an u n d e r w r i t i n g  
p r o f it , b u t  t h a t  h a s  n o t  h a p p en ed  t o  date. Th e b o a r d  intends 
to p a y  off  t h e  l o a n  in 15 years.

In 1979, t h e  D i v i s i o n  of T r e as ur y p u r c h a s e d  t he $3 m i l l i o n  
n o t e  f r o m  C o m m e r c e  a n d  Ec on o m i c  D e v e l o p m e n t ,  t h e r e b y  p u t t i n g  
$3 m i l l i o n  m o r e  i n t o  the  fund for M I C A  t o  b o r r o w  in t h e  
future. In l a t e  1986, M I C A  r e q u e s t e d  a n  ad di ti o n a l  $3 m i l l i o n  
l o a n  t o  o f f s e t  l o s s e s  e x p e r i e n c e d  i n  1985 (see e x p l a n a t i o n  
belo w) . T h e  d i r e c t o r  o f  in surance a p p r o v e d  a $2 m i l l i o n  loan 
which, b y  statute, is p a y a b l e  in f i v e  y e a r s  at 6 p e r c e n t  
interest. T h e  f u n d  b a l a n c e  is n o w  $1 million.

F I N A N C I A L  S T A T U S

Due l a r g e l y  t o  a r e i n s u r a n c e  p r o b l e m  (explained b e l o w ) , M I C A  
p o s t e d  a $2.14 m i l l i o n  lo ss  in 1985. T h e  c o m p a n y  u s e d  its 
e n t i r e  $2 m i l l i o n  s u r p l u s  built u p  in p r i o r  y e a r s  t o  o f f s e t  
th e loss, (Hence t h e  r e a s o n  for t h e  l o a n  r e q u e s t  in 1986.) 
M I C A ' s  a s s e t s  t o t a l e d  $10.47 m i l l i o n  at t h e  end of 19 85  w i t h  
$6.5 m i l l i o n  in r e s e r v e  for claim p a y m e n t s .  (See a t t a c h e d  
a nn ua l r e p o r t  f o r  f u r t h e r  financial data.)

R E I N S U R A N C E  P R O B L E M  O F  1985

In l a t e  1984, a f t e r  M I C A  h a d  set i t s  p o l i c y  r at es  f o r  1985, 
the c o m p a n y  f a c e d  a p r o b l e m  wi th  i t s  r e i n s u r e r s  w h i c h  led to a 
f i n a n c i a l  loss. O n e  of t h e  c o m p a n y ' s  r e i n s u r e r s  d e n i e d  
r e n e w a l  of M I C A ' s  p o l i c y  w h i l e  a n o t h e r  a p p r o x i m a t e l y  t r i p l e d  
its p r e m i u m  rate. N o t  o n l y  did t h e  r e i n s u r a n c e  c o s t  increase, 
the c o v e r a g e  d i m i n i s h e d ,  leaving M I C A  w i t h  g r e a t e r  p e r s o n a l  
r i s k  in c l a i m  s e t t l e m e n t s .  B e c a u s e  of t h e  late n o t i c e  on the 
r e i n s u r a n c e  rates, M I C A  c o u l d  not r e f l e c t  the i n c r e a s e  in its 
p r e m i u m  rates. Thus, 1985 p os t ed  a  l a r g e  loss. M I C A  als o had 
a c o u p l e  of l a r g e  c l a i m s  in 1985 w h i c h  t h e  r e i n s u r a n c e  d i d  not 
f ul ly  cover, a d d i n g  t o  M I C A ' s  dip i n t o  its surplus. M I C A  
o b t a i n e d  b e t t e r  r e i n s u r a n c e  in 1986 a n d  for 1987, b u t  t he 
c o m p a n y  a l s o  h a s  t o  r e c o u p  some of t h e  1985 losses. As a 
result, a n d  as a r e f l e c t i o n  of m a l p r a c t i c e  i n s u r a n c e  in 
general, M I C A ' s  p o l i c y  r at es  i n c r e a s e d  as m u c h  as 90 p e r c e n t  
from 1 9 8 5  to 1986.



P R E S E N T  S I T U A T I O N  W I T H  H O S P I T A L S

M I C A  r e c e n t l y  e s t a b l i s h e d  a nev; p o l i c y  r e q u i r i n g  t h a t  all 
ph ys ic i a n s  in M I C A - c o v e r e d  h o s p i t a l s  c a r r y  $ 5 0 0 , 0 0 0  l i a b il it y  
insurance. M e e t i n g  t h a t  r e q u i r e m e n t  is c a u s i n g  fi nancial 
d if fi c u l t i e s  f o r  at le a st  7 of t h e  12 h o s p i t a l s  i n s u r e d  by 
M I C A  in 1986:

W r a n g e l l
C o r d o v a
H o m e r
P e t e r s b u r g
S e w a r d
S i t k a
P a l m e r

T h e  h o s p i t a l s  w e r e  g i v e n  a Feb. 28, 1987, d e a d l i n e  t o  m e e t  the 
r e q u i r e m e n t  o r  r i s k  d e n i a l  of c o v e r a g e  b y  MICA. T h e  h o s p i t a l s  
are faced w i t h  t h e  d i l e m m a  of r e q u i r i n g  e a c h  o f  t h e i r  
p hy si c i a n s  t o  c a r r y  $500 ,0 0 0 liability, w h i c h  m a n y  c a n n o t  
afford? p u r c h a s i n g  t he p h ys i ci an s'  i n s u r a n c e  f o r  them? 
s el f-insuring? o r  g o i n g  bare.

Addendum: A c c o r d i n g  to MICA, m o s t  c laims a g a i n s t  h o s p i t a l s  
involve d o c t o r s  an d 85.4 p e r c e n t  of M I C A ' s  p e n d i n g  c la im s 
include h o s p i t a l s .
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AVAI LAB ILTY AND AFFORDABILITY OF PROPERTY AMD LIABILITY INSURANCE FORSCHOOL DISTRICTS
P r o p e r t y  Insurance

Pr o b l e m s  e x p e r i e n c e d  by school dis t ri c t s  in the last couple of y e a r s  in the 

area of p r o p e r t y  insurance, caused by the cyclical nature of the i n surance 

i n dustry, have e a s e d  c o ns iderably. The a v a i l a b l i t y  and a f f o r d a b i l i t y  of p r o p e r t y  

in s u r a n c e  will p r o b a b l y  c on t i n u e  to improve and stabilize. On e  m a j o r  reason is 

the fo r m a t i o n  in 1986 of the Alaska Scho o l s  Insurance C o m p a n y  (ASIC) - a pool i n g  

a r r a n g e m e n t  m ade up of 29 school d i s tr i c t s  to provide p r o p e r t y  insurance. A S I C  

w a s  able to p r o v i d e  p r op e r t y  o v e r a g e  to dis t r i c t s that r e ported d i f f i c u l t y  in 

se c u r i n g  c o ve r a g e  at a rate they felt they could afford. A prim a r y  goal of A S I C  

is to st a b i l i z e  rates so that d istricts will not be subj ec t  to the cyclical swings

t raditional in the commercial insurance market.

School d i s t r i c t s  w h i c h  did not join A SIC w e r e  t y p i c a l l y  ver y  small 

c i t y / b o r o u g h  school d i s t r ic t s  and large urban districts. The small c i t y / b o r o u g h  

d i s t r i c t s  have not e x p e r i e n c e d  as m a n y  problems in find i ng  c o v e r a ge  and g e n e r a l l y

e n j o y  l o w e r  rates b e c a u s e  of a d e quate fire p rotection, c o n s i s t e n t l y  good loss

records, and g ood b u i l d i n g  c o n s t r u c ti o n  wit h  s p r i n k l e r  systems. The large u rban 

d i s t r i c t s  secure t h e i r  p r o p e r t y  insurance through j o i n t i n s u r a n ce  a r r a n g e m e n t s  

w i t h  t h e i r  m u nicipal go v e r n m e nt s  and by ret a i ni n g  a high s e l f - i n s u r e d  ret e n t i o n  

have not been a f f e c t e d  as s e v erely by the extr e m e  p r e m i u m  inc r e a s e s in recent 

years.

L i a b i l i t y  I nsurance

B r o k e r s  in A n c h o r a g e ,  Fairbanks, and Juneau report tha t t here are a very 

limited n u m b e r  of  c a r r i e rs  writ i n g  l i a b i l i t y  c o v e r a g e  for  A l a s k a n  school d i s t r i c t s  

and they are doing that v ery selectively. One c a r r i e r  will onl y  w r i t e  renewal 

bu s i n e s s ,  not ta k i n g  on any new school accounts. Tw o  others are m a i n l y  i n te r e s t e d  

in p r o v i d i n g  c o v e r a g e  for larger dis t r i c t s  such as A n c h o r a g e ,  F a i r b a n k s,  Kenai and 

J u n e a u,  and a r e n ' t  g e n e r a l l y  w i l l i n g  to c o v e r  the s m a l l e r  ci t y  or rural d i stricts. 

The A l a s k a  Muni c i p a l  League (AML) L i a b i l i t y  P r o g r a m  has been o p e n e d  to school 

d i s t r i c t s ,  but t h e i r  c o verage is limited to $500,000.

M a n y  d i s t r i c t s  last y e a r  r e p o s e d  o nly being able to se c u re  $ 5 0 0 , 0 0 0  limits, 

w i t h  no u m b r e l l a  c o v e r a g e  available. It appears t hat this y e a r  the m a j o r i t y  h ave 

b een a b l e  to se c ur e  c ov e r a g e  w it h  a $ 1, 0 0 0 , 0 0 0  limit. Som e  u m b r e ll a  c o v e r a g e  is 

a v a i l a b l e ,  but the cost is gen e r a ll y  c o n s i d e r e d  to be prohibitive.

M o s t  p o l i c i e s  this y e a r  also c o n t a i n  e x c l u s i o n s  for m o s t  a t h l e t i c  a c t i v i t i e s ,  

c a u s i n g  m a n y  d i s t r i c t s  to severely curtail t h e i r  e x t r a c u r r i c u l a r  programs.

R e g a r d i n g  a f f o r d a b i l i t y ,  brok e r s  report that m o s t  l i a b i l i t y  i n s u ra n c e  is 

being w r i t t e n  at the standard manual rate. G i ve n  school districts' c u rr e n t  b u d g e t  

p r o b l em s ,  the a n s w e r  as to w h e t h e r  that in s u r a n c e is "af f o r d a b l e"  is b ound to be 

subjective.
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/  E X C E S S \  

/  I N S U R A N C E V -  

' $ 2 5 , 0 0 0 , 0 0 0 \  

pe r  o c c u r r e n c e

A S I C  

INS U R A N CE  

$ 2 4 0 , 0 0 0  

pe r  o c c u r r e n c e

D I S T R I C T  D E D U C T I B L E  

$10,000 pe r  o c c u r r e n c e

__J C O .
I 586 -3635

T w e n t y - n i n e  school districts have jo i n e d  t o g e t h e r  through .the A s s o c i a t i o n  of 

a School Beards (AASB) to f o r m  a c ap t i v e  i n surance company, the Alaska 

S c h o o l s  Insurance C o m p a n y  (ASIC) to prov i d e p r o p e r t y  insurance. The p r o g r a m  is 

ope n to all school d i s t r i c t s  which are m e m b e r s  of AASB. ASIC's f irst y e a r  of 

o p e r a t i o n  b eg a n  J u l y  1, 1936.

* * f - •/*' • I -
Ba s e d  on a pool i n g  concept, A S I C  p r o v i d e s  a f irst l a ye r  o f  c o v er a g e  w ith a 

limit of $ 2 4 0 , 0 0 0  p e r  o c c u r e n c e  and a $ 1 0 , 0 0 0  de du c t i b l e .  Excess i n s u r a n c e  be y o n d  

the overall $ 25 0 , 0 0 0  AS I C  limit p r o vides a total c o v e r a g e  of $ 2 5 , 0 0 0 , 0 0 0  per 

o c c u r r e n c e  per  district. E arthquake and Flood c o v e r a g e  is pr o v i d e d  solely through 

the ex c es s  i n s u r an c e  policy. The d i a g r a m  b e l o w  i l l u s t r a t e s  the s t r u c t u r e  of the 

A S I C  program.

E A R T H Q U A K E  & FLOOD

$ 2 5 , 0 0 0 , 0 0 0  per occ/ 

Annual A g g r e g a t e  

b% D e d u c t i b l e  on v alue 

of p r o p e r t y  invol v e d  

$ 2 5 0 , 0 0 0  m i n i m u m  deduct.

A S I C  was fo r m ed  as a captive in s u r a n c e  c o m p a n y  through the s tate of V e r m o n t  

si n c e  there wa s  no e n a b l i n g  legislation in place in A la s k a  th?t w o u l d  a l l o w  school 

d i s t r i c t s  to f o r m  a m o r e  traditional i n s u r a n c e  pool here. Such l e g i s l a t i o n  has 

s ince been  pa s s e d  and A S I C  will s e r i o u s l y  c o n s i d e r  form i ng  a pool u n d e r  the laws 

of Alaska.

A S I C  is c u r r e n t l y  investigating the are a  of l i a b i l i t y  insurance, to d e t e r m i n e  

1) if t h e r e  is a d o c u m e n t e d  need for an a dditional so u r c e  of l i a b i l i t y  ins u ra n c e  

for d i s t r i c t s ,  2) if there are b e n e f i ts  tha t  can be derived thro u g h  a g roup 

p r o g r a m  that  c a n n o t  be realized throu g h  o t h e r  ins u ra n c e  sources c u r r e n t l y  

a v a i l a b l e ,  3) the m o s t  advantageous a r r a n g e m e n t  to p r ov i d e  such c o v e r a g e  if the 

a n s w e r  to the first two conditions is yes.

HOME OFFICE: South Burlington, VT 05401
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STATE OF ALASKA 
OEPARTKEFfT OF COMMERCE AND ECONOMIC DEVELOPMENT 

DIVISION OF INSURANCE 
P. 0. BOX D 

JUNEAU, ALASKA 99011

ORDER 86-3

Re: Revised Workers' Compensation Insurance Rates Effective 
January 1, 1987.

To: The National Council on Compensation insurance.
All Insurers Authorized to Write Workers' Compensation 

Insurance in the State of Alaska.
All Interested Forties.

The Hearing Officer fo r the Director of insurance does hereby find as 
follows:

Background.
1. On November 3, 1986, the Division of Insurance received a filing from 

the National Council on Compensation Insurance (hereafter NCC1) 
dated October 31, 1986, which was supplemented with additional data 
on November 11, 1986. The filing proposed a rate change for workers’ 
compensation insurance rates effective on January 1, 1987 fo r all 
new and renewal business.

2. NCCI is a national rating organization licensed by the State of Alaska 
pursuant to AS 21.39.060. It does statistical compilation of data, 
including premium, payroll, loss and expense data, on behalf of its
mRmhpr nnrt snhsrriher insurers It makes ratp nnrl nnlicn fnrm- - *
filings with the State of Alaska on behalf of its member and 
subscriber insurers.
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3. In view of the significance of the impact of the proposed filing on the 
Alaska economy, a hearing was deemed necessary to afford the public 
an opportunity to present its views on the filing and to receive any 
information that would tend to place in question any of the data or 
assumptions underlying the proposed filing. Notice was prepared and 
mailed to ell insurers licensed in Alaska and to the Alaska Chapter of 
the Associated General Contractors. In addition, notice was published 
in the Anchorage Daily News and in the Alaska Journal of Commerce. 
The hearing was held at the Federal Building in Anchorage on 
November 24 & 25, 1986.

The Prnnnsod Filing
4. The overall average increase in statewide premium level resulting 

from implementation of the proposed filing is an b 
The components of the increase are as follows:

□ increase due to experience ...................................... .......+13.3,"
□ reduction fo r change in premium tax..._.................... ...............-00.2S
□ increase due to change in trending fo r medical losses........ +01.7®
□ reduction to offset previous increase of the workers

compensation pool surcharge from JOS to 20?* resul­
ting in a reduced subsidy of pool business by that 
business in the voluntary market.............................................. -00 .6 "

5. The overall average is further broken down into four (4) major 
industry groupings, each with a different impact from the filing 
reflecting that groups’ contribution to the loss level. Within the 
groups, individual classifications can move by +25" from the group 
overall indication, further reflecting the particular experience of the 
individual classification. The four groups, the indicated rate change 
by group, and the range of rate movement fo r classifications in each 
group are:

GROUP__________________ IMPACT_________ RANGE of M P A C T

Manufacturing +1.8" +27.0" to -2 3 .0 "
Contacting +20.5S +46.0," to -4 .0*
Oil & Gas +7.4" +33.0S to - 1 7.0S
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6. There ere a total of 546 clossifications used in the NCCI classifica­
tion manual. Of the 546 classifications, 434 classifications had 
some payroll fo r the period used to determine classification 
relativity in Alaska. Of that 434 classifications, 116 classifications 
had more than $10 million of payroll in Alaska. The total numbers of 
classifications in the manual by industry group are:

TOTAL SOME +10 MILLION
NCCI ALASKA ALASKA

GROUP______________CLASSES PAYROLL PAYROLL

Manufacturing 294. 102. 7
Contracting 67. 63. 27
Oil & Gas 11. 11. 7
All Other 174. 158. 75

7. The effect of the change proposal on some classes is significant.
This can be seen from the listing of classifications in Attachment *1
in which the impact of this filing is noted. The classifications listed 
in Attachment *‘ 1, each had Alaska payroll in excess of $10,000,000 
during the period beginning April 1, 1981 and ending March 31, 1984.

8. The filing is not unusual in terms of past filings or in the
methodology utilized. The filing fo llows methods that have been used 
in the past in this state and found to be acceptable in past reviews. It 
is, in a sense, routine.

History.
9. Since 1974, the Division of Insurance, Market Surveillance Section 

has closely monitored workers' compensation insurance experience of 
insurers writing that line of insurance in Alaska. The purpose was to 
measure competition and to develop an independent base with which 
to measure the proposals of NCCI. By applying Division of Insurance 
devised formulas and tests to this base information, which is limited 
in its soDhistication. the Division of Insurance has aenerallu been• * W  V

able to predict rate changes within two or three percent of the actual 
proposal and to do so about six months before a filing is proposed. 
Since this approach does lack sophistication and is not accurate to
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the degree desirable fo r ratemaking purposes, the results of these 
tests have not been widely publicized. One concern is that the tests 
done by the Division of Insurance should not be available fo r potential 
use by insurers as port of the support fo r rate change proposals.

10. In July 1986, the Alaska Department of Labor released a publication 
titled "Occupational Injury and Illness Information -  Alaska 1984“ 
which contains data of interest to those concerned with the cost 
levei fo r workers' comoensation insurance. The publication notes that 
Alaska has one of the highest rates in the nation fo r industrial illness 
and injury. Not suprisingly, the publication notes a number of 
highlights which tend to provide some clues concerning why the 
rating structure is responding in the proposed manner. These include:

□ The Alaska Division of Workers' Compensation processed 11,398 
time loss claims for 1984, an increase of 53  over 1983.
□ The construction industry leads all others in the number of 
reported time loss cases (2,680) accounting fo r 23.53 of all cases.
□ Craftsmen, laborers,, and operatives (excluding transport) are 
consistently the leading occupational groups fo r time loss cases, 
with nearly two-thirds (§) of all cases.
□ Sprains and strains continue to be the leading nature of injury 
(48.33 of the total).
□ The back is historically the most frequently injured part of the 
body and is involved in one-fourth (?) of all time loss cases. Strains 
and sprains are the most common result of back injuries.

Reasons fo r why Alaska has become an increasingly dangerous place 
to work as compared to other areas is not fully understood. The 
publication reports incidence rates of recordable occupational 
injuries and illnesses by group as follows:

□ 9.7 cases per 100 workers in Alaska;
□ 43.0 cases per 100 workers in Lumber and Wood Products;
□ 25.0 cases per 100 workers in Food and Kindred Products;
□ 24.2 cases per 100 workers in Trucking and Warehousing;
□ 22.6 cases Der 100 workers in Buildinq Materials. Retail;
□ 22.0 cases per 100 workers in Oil & Gas Field Sen/ices; and,
□ 17.7 cases per 100 workers in Building Construction;
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11. Utilizing the process noted in § 9, it was noted in June 1986 that 
there was a likelihood of a significant filing to be effective on 
January 1, 1987. At that time the Market Surveillance Section 
concluded that a 21.5$ overall premium level increase would be 
needed and that due to data anomalies the true need was probably 
closer to 30$. The data anomalies referred to, are the impacts of 
reserve strengthening attributable to prior years. In effect, we have 
either overstated the need by more than 7 percent or conversely, NCCI 
has filed a filing that is insufficient to meet needs by at least 7 
percent.

12. During testimony given by NCCI, their actuary admitted that the 20.5$ 
indication fo r the Contracting group should actually have been 26.6$. 
The 26.6$ indication was tempered with the lower 20.5$ indication 
because of some concern by NCCI that the data producing the higher 
result, might somehow be a ripple that would drive the rates higher 
than necessary.

Ratemaking.
13. The ratemaking process is generally a mathematically based exercise 

that, while very complex, is not mysterious, ln 1981, NCCI published 
a 12 page booklet titled, -Ratemalring.JTIie P ric ing  o f Workers* 
Compensation insurance-. It would not be practical to recite much 
of the data contained in that document, though the temptation is 
great. It is an excellent primer on just what goes into the making of 
workers' compensation insurance rates, and it is of such value that it 
accompanies this order as Attachment *2.

Ro le o f  D iv is ion  o f Insurance.

i4. When the Division of Insurance receives an insurance rate filing from 
an insurance company or a rating organization such as NCCI, it does so 
under AS 21.39.040 which provides statutory standing fo r the fi le r , 
review time limitations fo r the state and references standards used 
to determine whether a filing may be approved or disapproved. The 
standards found in AS 21.39.030 provide that the rates shall not be 
excessive, shall not be inadequate , and shall not be unfairly
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discriminatory. NCCI has not mode a substantial departure from its 
past methodology in this filing, so the methodology is one that has 
been accepted and tested in the past as well as at this juncture. The 
documentation supports the contention that the current rate structure 
is inadequate. In fact the independent data developed by the Division 
of Insurance suggests that the proposed level itse lf may not be 
sufficient to meet expected losses.

15. The standards set forth in the rate law (AS 21.39) co not provide for 
the application of political or economic considerations when 
reviewing a rate filing. The law was specifically designed to avoid 
just that occurrence. Viewing it from these considerations, the 
proposed filing could not have come at a worse time. The economy is 
currently devastated by the instability of oil prices and is 
experiencing an apparent 'bust.’* Politically, there are the usual 
unknowns experienced when the administration of stats government 
changes. These piace pressures on such a filing which while 
recognized, con not be considered under the law.

15. The Division of Insurance does not influence the benerits available 
under the Alaska. Workers’ Compensation Act. Those are established 
by the legislature and administered by the Alaska Workers’ 
Compensation Board (hereafter Board). The Board generally becomes 
involved only with the specific request of the claimant, but the 
Division of Insurance can not. There is one additional party regularly 
appearing on the scene, again via the claimant, and that is the court 
system.

17. The Division of Insurance does not deal with individual consumer 
complaints involving workers' compensation insurance. These are all 
referred to the Board. The Division of Insurance can deal with trade 
practices when a series of abuses become known to the Division. To 
this end there is a cooperative effort currently under way between 
the Division of Workers’ Compensation in the Department of Labor 
(administrative arm of the Board) and the Division of insurance.

18. When the Legislature addresses an issue relating to workers’ 
compensation insurance, tne role ot the Division of insurance is to 
attempt., through NCCI, to determine the price impact of the proposed 
legislation. The Division of Insurance does not and should not take an
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advocacy posture as respects changes to the benefit structure in the 
Alaska Workers’ Compensation Act,

19. The Division of Insurance does hove a strong role in the efficiency of 
operation of the rating systems utilized by insurers writing workers’ 
compensotion insurance. It hos a strong interest in factors that 
affect the data base from which rates are derived. It is concerned 
with issues that can influence the accuracy of the data base 
underlying the rate structure. Because of these interests and 
concerns, the Division of Insurance wants to:

□ assure the proper reporting and gathering of pauroil data;
□ assure the proper and equitable application of the filed 
classification system; and,
□ assure the proper conduct of persons writing coverage fo r an 
employers workers’ compensation liability.

Public Fnjstration with System
20. During the public hearing held as noted in § 3, witnesses testified to 

some of the frustrations experienced. In many cases, the Division of 
Insurance does not have jurisdiction to address the kind of problem 
described. Numerous issues were discussed in the hearing and more 
in correspondence and in telephonic communications. Mony times, the 
extent of recognition of these problems is the stereotypical comment, 
"it’s not my job.” While to a great extent that may be true of the 
issues witnesses have brought to us in this hearing, we would prefer 
to at least describe the issues fo r the benefit of those who may be in 
a position to address them or to dismiss them.

21. Workers’ Compensation Insurance costs are often a very large part of 
employer cost. When a problem arises, it is often difficult fo r on 
employer to identify a source of assistance. Sometimes the Division 
of Insurance can help, sometimes the Division of Workers' 
Compensation con help, but all too often the assistance sought is 
honnnri the capabilities or jurisdiction of eithQragQncy "J*h!s f ne*ers 
a sense of frustration in the employer. Examples are:

□ -trying to determine whether an individual is an independent
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contractor or will be held to be on employee;
□ trying to nave something done about a claimant who is known to 
the employer to be malingering or abusing the system; etc.

22. Contractors are stuck in a particularly difficult situation because 
they often bid work to be done in a period fo r which the workers' 
compensation insurance rate is not yet known. If there is a dramatic 
unanticipated change in the rate, the impact can be destructive. Other 
industries are similarly affected but none so broadly as contracting. 
In the current proposal, some contracting rates are proposed to rise 
as much as 46.0,<0.

23. Fraud does occur in this kind of insurance and is one of the things that 
tend to frustrate employers who see the system soused, but 
prosecution of the cases is difficult to stimulate. The Division of 
Insurance has completed investigation on four cases that are 
currently awaiting prosecution, and according to the Division's 
Investigotor, the total amount that is alleged to have been improperly 
acquired is about $330,000. Vigorous prosecution and publication of 
such fraud cases should help to act as a deterrent to such activity.

24. Testimony from several witnesses addressed the disparity between 
rates charged in Alaska and in other jurisdictions. They face 
compel.lion from persons in those jurisdictions who either do not 
elect to comply with Alaska law or believe incorrectly that their 
existing policy will extend to provide Alaska benefits. The advantage 
that this can give to the noncomplying contractor can be profound.

25. Those operators who operate vrith injury incident rates far below 
their peers are to a greet extent subsidizing those operators who for 
whatever reasons have the losses. That, of course, is part of the 
principle of insurance, the spreading of the losses of the few amongst 
the many. When a kind of insurance is as expensive as is workers' 
compensation insurance has come to be in Alaska, the usual 
explanation of the 'principles of insurance" or “the law of large 
numbers" merely adds fuel to the fire no matter how true. The 
question has been posed, why does the state continue to allow the bad 
operator to continue to hurt people and continue to dig into otner 
employers* pockets. To a small degree, insurer selection or 
underwriting tends to force such employers into the assigned risk
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plan, but that market too is subsidized by all other employers. The 
current level of subsidy is about 138.

26. The most persistent complaint from contractors is that it is 
imperative that they be given adequate notice of the changes. The 
definition of adequate notice was on the order of 6 to 12 months. The 
foct is, that there has never been more notice of a change than in the 
current instance. Notice was posted in early November. Typically the 
rates in the past have changed with less than 30 days notice. The 
change applies to new policies and to existing policies only when they 
renew which could be as late as December 31, 1987.

The Division of Insurance has also advised the NCCI that future filings 
would likewise require a minimum of 60 days of lead time rather than 
rely on the 15 days stated in the statute fo r review

27. A common thread throughout the testimony was that since the Alaska 
contractor has to tighten his belt the insurance companies should do 
likewise. However, the workers compensation insurance line is one 
that has given insurers particular grief in this state over the years 
and experience in recent years has been dismal. Alaska is currently 
being subsidized by the results of other lines and that does not 
attract new carriers in the marketplace or encourage those already 
there to continue previous levels of activity. One support for to this 
comment is the increase in pool writings by over 3003 in one year. 
This view tends to look upon insurers as the cause or the “illness" 
when in fact it is merely the symptom or reflection of the underlying 
problem.

28. When a rate increase such os this goes into effect, it applies to new 
and renewal business os has already been noted. This fact itse lf 
o ffers both pain fo r some and re lief for others depending on when the 
particular employers’ policy expires and whether the change is an 
increase or a decrease. It impacts the cost effectiveness of an 
employer depending at what point he is bidding a job and whether his 
workers’ compensation insurance costs fo r the period bid are known 
when bidding. The cure fnr that mau be worse than the “illness" it 
intends to cure. One solution would be to have the rates all change at 
the same time. In other words a rate change would apply to in-force 
policies. This would be cumbersome. It would probably require a law
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change. Part of the solution might be to hove all policies expire on 
the same date. That too would require legislation.

29. A portion of the testimony leveled criticism at the Board and at the 
courts fo r its “liberal" view of the Act. Many fe lt that the system is 
out of balance and is too one-sided favoring the claimant.

30. A substantial portion of the loss dollar is directly attributable to 
medical care. There has been some concern over the sometimes 
experienced reluctance by physicians to issue return to work notices. 
The reluctance is due in part to fear that the action may generate a 
charge of ma.practice thus intensifying an already difficult situation 
for the physician. In other cases, the expression "ambulance chaser" 
has been used with some charity.

31. One witness asserted that the enforcement efforts of the Division of 
Workers' Compensation concerning compliance with the Act ere 
inadequate, contending that that effort ought to be at least tripled.

32. The leaai expense component of the workers' compensation insurance 
premium has grown over the years beyond the level anticipated. 
Claimants are growing increasingly litigious in a system that is 
intended to be no-fault. Why this is fe lt to be necessary, should be 
examined before it gets out of hand.

33. Several witnesses fe lt that the rehabilitation system is cumbersome, 
ineffectual and very expensive.

Conclusions
34. Most of the testimony brought to the Division of Insurance was not to 

the point of things that could be considered. While the participants to 
the hearing were uniform as to the effect of the proposal, none were 
able to o ffe r reasonable refutation of the underlying premise 
supporting the filing, namely that the increase is necessary to meet 
expected losses arising from workers' compensation insurance 
liability in this state.

35. There were repeated requests for delay but nothing on which to
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support the granting of such a request, that meshes with the 
standards that the Division of Insurance must use to test the 
propriety ov the proposal; the tests being that the rates shall not be 
inadequate and the rates shall not be excessive. It is recognized that 
the proposal will not bode well fo r those impacted with substantial 
upward increases.

36. Arguments were made concerning the classification system of the 
NCC!, labeling it as arbitrary. The system is a key element to the 
insurance system in this state, and in most other states. It is not 
perfect but it is responsive. It has been under close scrutiny by the 
Alaska Division of Insurance since the issue of Order 76-1 on 
February 17, 1976. There is a good deal of fine tuning going on and 
Alaska has had a hand in that process. These argunrents ore rejected 
os uninformed and unsupported. In 1982, NCCI piolished a 12 page 
booklet titled, “C la s s i f ic a t io n  is  Fundamental to Workers' 
Compensation Insurance." Again , this publication does a much 
better job of explaining the classification system, its reasons fo r 
existence, and its underlying logic, then this hearing officer can 
produce. For this reason, it accompanies this order as Attachment A'3 .

37. Rates filed by the NCCI should be as nearly reflective of needed 
premium levels as possible. The review of the filing done by the 
Division of Insurance and the separate review of indications support 
the filing as made.

The Hearing O f f ic e r  f o r  the D ire c to r  o f  Insurance does Hereby 
Recommend Adoption o f  the Fo llow ing  Order:

A. The rates promulgated by NCCI to be effective on January 1, 1987 are
not excessive and fo r that reason ore approved.

B. A copy of this order is to be sent to the Governor of the State of
Alaska, to the Aloska Workers’ Compensation Board, to the legislative 
oversight committees fo r issues relating to workers’ compensation 
(the Labor and Commerce Committees of the House and ihe Senate), to 
the National Council on Compensation Insurance, and to other 
interested parties.



Done this 16th day of December, 1986.
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Hearing Officer

The Director of Insurance Hersbu adopts the order nf the Hearing 
Officer and approves the October 31. 1986 filing of the NCCI 
fo r workers’ compensation insurance rates effective on 
Januaru 1. 1987.

Done this 16th day of December, 1956.



f —    ..............  .....

ATTACHIiEFiT 
s ________________________________ /

IMPACT OF RATE FILING ON SPECIFIED CLASSIFICATIONS

7422 Aircraft-Air Taxi-Flying Crew +16.093 7540 Elec Light &  Power Co-ops Rural +16.493
7431 Aircraft-Commuter-Flying Crew -11.093 7533 Elec Light or Power Line Constr +27.693
7414 Aircraft-Ground Crew +3.695 9519 Electrioal Appliance Install, Rpr +14.593
7405 Aircraft-Scheduled-FIying Crew -11.053 5190 Electrical Wiring in Buiidings +37.6%
7421 Aircraft-Trans. of Employees -11.093 8610 Engineers or Architects Consulting -7.113
7503 Alarm Systems Install &  Repair +31.293 6217 Excavation NOC +26.8%
4511 Analytical Chemists +33.293 7704 Firemen +5.693
8820 Attorney -10.693 8044 Furniture Stores +6.0%
8387 Auto Accessories Service Station +8.193 9403 Garbage Collectors +9.2%
8353 Auto Body Repairing +24.793 6319 Gas Mains or Connections Const. -3.9%

8391 Auto Garages and Repair Shops +36.693 8350 Gasoline or Oil Dealers +39.0%
8748 Automobile Salesmen -1.893 8607 GeoDhysical Exploration NOC +35.493
2003 Bakeries +26.793 8606 Geophysical Exploration Seismic +37.1%
9585 Barber Shops, Beauty Parlors +5.793 8010 Hardware Stores +39.093
7390 Beer or Ale Dealers +39.093 8040 Hospital, All Other +37.7%
9014 Buildings, Oper. by Contrtr +13.593 8833 Hospital, Professional +13.793
9015 Buildings, Oper. by Qwnr/Lessee +34.493 9052 Hotels + 14.3%
7382 Bus or Taxicab Companies +33.993 8058 Hotels-Restaurant Employees +23.9%
8385 Bus or Taxicab Oarage +9293 5479 Insulation Work +30.3%2111 Canneries +25.493 5057 Iron or Steel Erection iNCC +42.5%

5645 Carpentry Const-Private Resid. +44.835 8013 Jewelry Stores +5.6%
5551 Carpentry Ccnst-Priv. Res. 3 Stor. +4.0% 8755 Labor Unions -5.7%
5403 Carpentry NOC +7.393 2702 Logging +11.0%
2803 Carpentry Shop Only +27.093 8232 Lumber Yards, All Othr Emplyees +39.0%
8810 Clerical Office Employees -10.693 8058 Lumber Yards, Store Employees +24.4%
8008 Clothing or Dry Goods Stores +0.793 3632 Machine Shops +27.0%
9061 Clubs NOC +14295 8107 Machinery Dlrs NOC Store/Yard +23.4%
1005 Coal Mining Surface -9.893 5022 Masonry NOC +12.8%
9101 Colleges, Schools-All Other +11.593 3724 Millwright +45.993
8858 Colleges, Schools-Professfonal 0.093 1165 Mining NOC Surface +0.7%

9078 Commissary +38.993 9410 Municipal or State Employees +36.2%
5213 Concrete Construction NOC +37.193 7502 Natural Gas Companies +38.8%
3221 Concrete Firs, Drivwys, Sldwlks +16.895 4304 Newspaper Publishing +11:2%
6325 Conduit Construction +4.693 8829 Nursing Homes +38.993
5605 Contractors Executive Supvsrs +22.793 5191 Office Machine/Appliance Install + 15.3%
8227 Contractors Permanent Yard -4.093 1320 Oil or Gas Lease Operators -5.3%
8039 Department Stores Retail +11.093 6216 Oil or Gas Lease Work by Contr +33.0%
6204 Drilling NOC +9.993 6233 Oil or Gas Pipeline Construction +19.5%
7380 Drivers, Chauffeurs &  Helpers +38.893 7515 Oil or Gas Pipeline Operation -4.8%
7539 Electric Light <k Power Co HOC +7.493 6206 Oil or Gar Well Cementing +6.9%


