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Original sponsors: Josephson, Faiks,
Uehling, et al.
IN THE SENATE
CS FOR SENATE BILL NO. 232 ( ) S&07 v&y.

*r»,

IN THE LEGISLATURE OF THE STATE OF ALASKA
, FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL

For an Act entitled: "An Act relacing to a science, natural resource, and
engineering policy; and providing for an effective
date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. FINDINGS AND PURPOSE. () The legislature finds that

(1) a continuing state effort is needed to ensure the efficient
acquisition, storage, retrieval, transfer, and dissemination of current and
research-derived scientific and engineering knowledge concerning the
natural resources, environments, communities, and human conditions present
in the state;

(2) there 1is no formal organization wuniting state, Tfederal
municipal, and university information centers, libraries, and data systems;

3) the state has made a considerable investment 1in the opera-—
tion of information and data systems -through 1its funding of resource man—
agement and scientific enterprise, and the preservation of the information
represents an investment that the state should protect by the inclusion of
the information within an accessible systen;

(A) it Is incumbent on each recipient of state funding, whether
an individual grantee or the administrator of a state program, to make
information available for state purposes;

(5) the 1interagency Council on Northern Resources Information
Management has as its objective the efficient management and sharing of
scientific, natural resource, and engineering information and data;

(6) plans for the termination or curtailment of information
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centers, libraries, and data systems in government and at the University of
Alaska threaten seriously the enhancement and growth of the economy of the
state; the efficient 1interagency management and sharing of scientific,
natural r. sojrce, and engineering information; the capacit; of state gov—
ernment 1o use accumulated information and to make technically coxrect
decisions 1involving science, natural resources, and engineering; and the
ability of the public to secure necessary information; and

(7) the collective knowledge and information available in 1li—
braries and information centers 1in the state represent wealth to the state

and profoundly affect the well-being of the state and its residents.

(b) The legislature intends that

(D information resources be efficiently and cost-effectively
mar aged through appropriate technological systems that unify, combine, or
interconnect the diverse scientific, natural resource, and engineering

information systems and libraries of the state;

(2) policies and processes for cooperacive management, transfer,
and dissemination of information be developed between Tfederal, state,

municipal, and university systems and libraries;
|

3) an information network to provide information services to
state, feJ”ral, municipal, and university research organizations and the
public and private sectors of the state be promoted and supported;

(4) appropriate roles within the information network established
in *-his Act be designated for state agencies and the University of Alaska.

* Sec. 2, AS 44.19.253 1is amended to read:

Sec. 44.19.253. STATEMENT OF POLICY. It is the policy of the
state in AS 44.19.251 - 44.19.270 [AS 44.19.251 - 44.19.265,] to
recognize the important role that science, natural resources, [SCIEN—
TIFIC] and engineering research and [SCIENCE] education play for the

people of the state and the entire nation. The policy will make it
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possible to

-~ '(1) find, develop, and manage the natural renewable and
nonrenewable resources of the state®"s land and water economically and
in an en;ironmentally acceptable fashion;

(2) manage the unique features of the environment, fauna,
and flora of the state and protect them from harmful man-made and
natural influences;

(3) investigate and mitigate the effects of natural hazards
such as earthquakes, volcanic eruptions, avalanches, permafrost, and
other hazards that occur in the state;

(4) construct, operate, and maintain transportation sys—
tems, communications, housing, and other facilities suited to the
state"s conditions;

(5) develop new technologies adapted to the unique con—
ditions and needs of the state;

(6) 1improve the health and well being through the Ilife

cycle of the state®s inhabitants; and

( (7) identify and address future social and economic chal-
lenges facing the state.

Sec. 3. AS 44.19.757(a) 1is amended to read:

(a) The commission is composed of seven [FIVE] members who
experience 1in science or engineering activities related to the duties
of the commission and who are appointed by the governor as follows:

(1) one member [IS TO BE] appointed from individuals from
the academic 1institutions of the state with expertise 1in areas of
research relating to the state including the physical, biolog: .1,
health, environmental, social, and behavioral sciences;

(2) one member [IS TO BE] appointed from individuals who
are engaged 1in activities furthering the welfare of the human and

-3- CSSB 232( )

ha



physical environment and who have expertise in areas of research
U = r »

relating to the state, 1including the physical, biological, health,

environmental, social, and behavioral sciences;

/
;0 () one member [IS TOBE] appointed from state departments

withresearch needs; [AND]

4 one member [IS TO BE] appointed from individuals famil—
iar with the state and representative of theneeds and interests of
private industry;

(%) the individual who serves as the senior science advisor
to thegovernor [IN THE GOVERNOR®S OFFICE], who serves as chairman and
director of the commission”

(6) one member appointed f~om the general public; and

) one member appointed from individuals with experience
in scientific, natural resource, and engineering information manage —
ment and policy.

Sec. 4. AS 44.19.263 is amended to read:

Sec. 44.19.263. DUTIES OF THE COMMISSION. The commission shall
| (1)[WITH THE SENIOR SCIENCE ADVISOR,] develop and recom-
mend an integrated state research policy;

(@) provide policy information to the governor and the
legislature on matters that have scientific, natural resource, and
engineering significance;

3) receive scientific, natural resource, and engineering
information from the academic and industrial communities;

(@)) act in an advocacy role for scientific, natural re—
source , and engineering 1issies and science education important to the
state that might otherwise be overlooked;

(5) assist state agencies 1iIn assessing research needs and

establishing priorities among them;
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(6) facilitate cooperation between state agencies and the
Univeﬁzzky of Alaska and other academic institutions and industry;

(7) recommend methods to improve logistical planning and
support fLr needed state research;

(8) suggest methods for improving efficient sharing and
dissemination of data and information 1in the state among interested
public and private institutions;

(9) promote science education and training for young scien—
tists and engineers to pursue careers in the state and the Arctic;

(10) cooperate with the Federal Arctic Research Commission
and the Interagency Arctic Research Policy Committee 1in the formula—
tion of [THE] Arctic research and information policy; and

(1) not later than September 30 of each year, present to
the governor the commission®s recommended research priorities of the
state for the next fiscal year.

Sec. 5. AS 44.19.263 1is amended by adding new subsections to read:

(b) The commission may
(1) receive money from private and government sources;

@) award contracts and grants to accomplish the purposes
of AS 44.19.251 - 44.19.265.

(c) The commission shall conduct an annual policy review of the
programs of agencies of the state .-md the University of Alaska con—
cerned with the acquisition, management, transfer, circulation, and
dissemination of scientific, natural resource, and engineering infor—

mation, data, or materials and may develop and recommend appropriate

policies for organizations involved with such activities, including

(€H) changes in the structure of an agency responsib

information services and management to increase efficiency, coordina—

tion, or cooperation with agencies of the federal, state, and
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municipal governments, and universities conducting research on Alaskan

or arctic subjects;

(2) means to ensure access to information and data in the
fields 0; natural resources, science, and engineering;

3) appropriate budgetary allocations by organization or
function.
Sec. 6. AS 44.19 is amended by adding a new section to read:

Sec. 44.19.264. DESIGNATION OF INFORMATION COLLECTION REPOSI—
TORIES. (a) A state agency may join the Council on Northern
Resources Information Management and participate in cooperative infor—
mation and data management sharing and dissemination programs.

(b) The commission shall use the Council on Northern Resources
Information Management as an advisory group for the development of
state policy on cooperative interagency information management, shar—
ing, and dissemination.

(©) The Alaska state library and the Rasmuson Library of -the
University of Alaska-Fairbanks may be designated as primary library
info?mation collection repositories and <centers for scientific,
natural resource, and engineering knowledge.

(d) Each state agency and each organizational unit of the
University of Alaska shall maintain a listing and description with the
commission and with the Council on Northern Resources |Information
Management of the natural resource, scientific, and engineering data
bases that the agency or unit has developed and 1is maintaining. The
listing shall be revised and submitted to the commission and the
council annually. Proprietary data may be protected under law.

(e) The Arctic Environmental Information and Data Center of the
University of Alaska-Anchorage shall provide professional information

acquisition activities, investigations and searches, or information
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consultation liaison and referral services, or information dissemina—
tion sdfvices, under appropriate terms and conditions, to the commis—
sion, any agency of the state or unit of the University of Alaska, or
to the {Public and to private industry in the fields of natural
resource, scientific and engineering research, management and
development knowledge. The center may acquire and maintain current or
historic information collections, data bases or referral systems, or
directories to accomplish these services and prepare, publish, and
disseminate appropriate books, reports, maps, films, and other media
to meet the needs of governments and the public and private sectors.
The center may also share facilities and offer support services to
appropriate governmental agencies or university units whose missions
are enhanced by, and are compatible with, the operation of the center.
The center shall administer the Alaska State Climate Center estab-—
lished under AS 14_A0.085 1in cooperation with the regional office of
the National Weather Service and the National Climatic Data Center
under cooperative agreements authorized by law.
Sen. TAMASA 4419 s lay ri U umui—<"xfalori f~n rp a d

Sec. 44.19.264. APPROPRIATIONS. Appropriations made for the
purposes of AS 44.19.251 - 44. 19.265 are not one-year appropriations

d do not lapse under

Sec. 8. AS 44.19.265 is amended to read:

Sec. 44.19.265. SHORT TITLE. AS 44.19.251 - 44.19.265 may be

cited as the Alaska Science, Natural Resources, and Engineering

[RESEARCH] Policy Act.

* Sec. 9. Notwithstanding AS 44.19.259, the initial terms of members of

the science and engineering advisory commission appointed under AS 44_.19.-

257(a)(6) and (7)), enacted by sec. 3 of this Act, are for three years.

* Sec. 10. This Act takes effect ir ".ediately under AS 01.10.070(c).
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IN THE SENATE
5 CS FOR SENATE BILL NO. 232 (#07)
3 IN THE LEGISLATURE OF THE STATE OF ALASKA
1 FIFTEENTH LEGISLATURE - FIRST SESSION
51 A BILL
6 For an Act entitled: "An Act establishing a state advisory committee on
7 Alaska-U.S. Arctic information policy; and providing
3 for an effective date.”
9 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
10 * Section 1. FINDINGS AND PURPOSE. (a) The legislature finds that
1 (1) a continuing state effort is needed to ensure the efficient
acquisition, storage, retrieval, transfer, and dissemination of current and
13 research-derived scientific and engineering knowledge concerning the

14 natural resour es, environments, communities, and human conditions present

in the state;

15

16 (2) there is no formal organization wuniting state, federal

17 municipal, and university information centers, libraries, and data systems;

18 3) the state has made a considerable 1inves.tment in the opera-—

19 tion of information and data systems through 1its funding of resource man—

agement and scientific enterprise, and the preservation of the information

20

7 represents an investment that the state should protect by the 1inclusion of
2] the information within an accessible system;

23 (A) it is incumbent on each recipient of state funding, whether
24 an individual grantee or the administrator of a state program, to make
25 information available for state purposes;

2% (%) the 1interagency Council on Northern Resources Information
97 Management has as 1its objective the efficient management and sharing of
181 scientific, natural resource, and engineering information and data;

79 (6) plans for the termination or curtailment of information
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centers, libraries, and data systems in government and at the University of
Alaska threaten seriously the enhancement and growth of the economy of the
state; the efficient 1interagency management and sharing of scientific,

natural resource, and engineering information; the capacity of state gov-—
ernment to use accumulated 1information and to make technically correct

decisions 1involving science, natural resources, and engineering; and the

ability of the public to secure necessary information; and

a the collective knowledge and information available
braries and information centers 1in the state represent wealth to the state
and profoundly affect the well-being of the state and its residents.

(b) The Ilegislature intends that

¢)) information resources be efficiently and cost-effectively
managed through appropriate technological systems that unify, combine, or
interconnect the diverse scientific, natural resource, and engineering
information systems and libraries of the state;

(2) policies and processes for cooperative management, transfer,
and dissemination of information be developed between Tfederal, state,
municipal, and university systems and libraries;

3) an information network to provide 1information services to
state, federal, municipal, and university research organizations and the
public and private sectors of the state be promoted and supported;

(4) appropriate roles within the information network established
in this Act be designated for state agencies and the University of Alaska.

* Sec. 2. AS 44.19 is amended by adding new sections to read:
ARTICLE 14B. STATE ADVISORY COMMITTEE ON ALASKA -
U.S. ARCTIC INFORMATION POLICY.

Sec. 44.19.270. STATEMENT OF POLICY. It is the policy of the

state in AS 44.19.270 - 44.19.290 to recognize the important role that

science, natural resources, and engineering research and education
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play for the people of the state and the entire nation. The policy
will make it possible to

(@H) find, develop, and manage the natural renewable and
nonrenewable resources of the state"s land and water economically and
in an environmentally acceptable fashion;

(2) manage the unique features of the environment, fauna,
and flora of the state and protect them from harmful man-made and
natural influences;

3) investigate and mitigate the effects of natural hazards
such as earthquakes, volcanic eruptions, avalanches, permafrost, and
other hazards that occur in the state;

(4) construct, operate, and maintain transportation sys-—
tems, communications, housing, and other facilities suited to the
state"s conditions;

(5) develop new technologies adapted to the unique con-—
ditions and needs of the state;

(6) improve the health and well being through the Ilife
cycle of the state®s inhabitants; and )

(7) identify and address future social and economic chal—
lenges facing the state.

Sec. 44.19.275. ESTABLISHMENT OF THE ALASKA-U.S. ARCTIC INFORMA—
TION POLICY COMMITTEE. (a) The state advisory committee on Alaska-
U.S. Arctic information policy 1is established in the Office of the
Governor.

(b) The committee is composed of seven members.

(c) Five members shall be appointed by the governor as follows:

(1) one member shall be appointed from the faculty of the
University of Alaska;

(2) three members shall be appointed from the state
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membership of the Council on Northern Resources Information
Management;
(3) one member shall be appointed from the general public.
(d The senior science advisor to the governor and the director
of libraries are members of the committee ex officio.

(e) The governor shall designate a presiding officer for the

committee.

() Members of the committee serve terms established under

AS 39.05.060.
Sec. 44. 19.280. POWERS AND DUTIES OF THE COMMITTEE. () The

committee may
(1) receive money from private and government sources; and
(2) award contracts and grants to accomplish the purposes
of AS 44.19.270 - 44.19.290.

(b) The committee shall conduct an annual policy review of the
programs of agencies of the state and the University of Alaska con-—
cerned with the acquisition, management, transfer, circulation, and
dissemination of scientific, natural resource, and engineering infor—
mation, data, or materials and may develop and recommend appropriate
policies for organizations involved with such activities, 1including

(D changes in the structure of an agency responsible for
information services and management to increase efficiency, coordina—
tion, or cooperation with agencies of the federal, state, and munici—

pal governments, and universities conducting research on Alaska or

arctic subjects;

(2) means to ensure access to information and data 1in the

fields of natural resources, science, and engineering;

3) appropriate budgetary allocations by organization or

function.
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Sec. 44.19.285. DESIGNATION OF MANAGEMENT ROLES IN COOPERATIVE
INFORMATION AND DATA MANAGEMENT FOR AN ALASKA-U.S. ARCTIC INFORMATION
NETWORK. (a) A state agency may join the Council on Northern Re—
sources Information Management and participate 1in cooperative infor—
mation and data management sharing and dissemination programs.

(b) The committee shall use the Council on Northern Resources
Information Management as an advisory group for the development of
state policy on cooperative interagency information management, shar—
ing, and dissemination.

(c) The Alaska State Library and the Rasmuson Library of the
University of Alaska-Fairbanks may be designated *as primary library
information collection repositories and centers for scientific,
natural resource, and engineering knowledge.

(d) Each state agency and each organizational unit of the
University of Alaska shall maintain a listing and description with the
commission and with the Council on Northern Resources Information
Management of the natural resource, scientific, and engineering data
bases that the agency or unit has developed and is maintaining. The
listing shall be revised and submitted to the committee and the coun-—
cil annually. Proprietary data may be protected under law.

(e) The Arctic Environmental Information and Data Center of the
University of Alaska-Anchorage shall provide professional information
acquisition activities, investigations and searches, information
consultation liaison and referral services, and information dissemina—
tion services, under appropriate terms and conditions, to the commit—
tee, any agency of the state or unit of the University of Alaska, or
to the public and to private industry 1in the fields of natural re-—
source, scientific and engineering research, management and develop—

ment knowledge. The <center may acquire and maintain current or
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historic information collectives, data bases or referral systems, or
directories to accomplish these services and prepare, publish, and
disseminate appropriate books, reports, maps, Tfilms, and other media
to meet the needs of governments and the public and private sectors.
The center may also share facilities and offer support services to
appropriate governmental agencies or university units whose missions
are enhanced by, and are compatible with, the operation of the center.
The <center shall administer the Alaska State Climate Center estab-—
lished under AS 1A. A0.085 in cooperation with the regional office of
the National Weather Service and the National Climatic Data Center
under cooperative agreements authorized by law.

Sec. AA.19.290. APPROPRIATIONS. Appropriations made for the
purposes of AS AA_19.270 - AA_.19.290 are not one-year appropriations

and do not lapse under AS 37.25.010.

* Sec. 3. This Act takes effect immediately under AS 01.10.070(c).
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% Jadger. AtB
APR 2 3 1987 ’ 3
April 21, 1987

e Paul A Hscher
P.O. Bx V
Juneau, Alaska 9BBI1
Dearr Serator Fischer,
After having reviened Serate B|II N 232 "AnAct relating to a
science, ural resource, ad e'rA‘Pmeenr‘% policy W
several of ny colleagues In rary Assomatlon
feel that the bill a runer of potentlal Jurlsdlcﬁona

ad govemance pmdemstmt should ke addressed the entire
omrﬁn'ty of custodians ad deliverers of |rrfom'a%/m before it

|s adopted. Addltlonally, | feel that the bill inplies a
n% commithet an the part of the state that %EE difficult
justify ad difficult tO sustain, particularl

of eX|st| Ng mformatlon—related progyans hae Ioeen severely
curtailed.

I uge ad natoas of the Seate HESS. comittee to

cautlou)é(lji/J with this bill axd, in particular, to solici
nony _about, 1ts _potential  inpact from the Alaska _
L|bra%_ fram lib rarlans ad information deliverers associated

Universi Alaska] ad fran other information
tkragt%ut the !

state.
Sincerely,

Mchaael L Harman
Alaska Libr Association
Covermmental lations Committee
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STATEMENT OF BARBARA SOKOLOV
IN CONSIDERATION OF SB 232
BEFORE THE
ALASKA SENATE COMMITTEE ON HEALTH, EDUCATION, AMD SOCIAL SERVICES
APRIL 29, 1987

Chairman Fischer, members of the Committee:

My name 1is Barbara Sokolov. I am the supervisor of the Information
Services Division of the Arctic Environmental Information and Data
Center (AEIDC).

With the enactment of the federal Arctic Research & Policy Act of
1.984, Washington discovered the Arctic. This federal Aet closely
links research and the management of data and information. The
presidentially appointed Arctic Research Commission and the Governor
of Alaska together identified three areas of priority for federal-
state cooperation, and the first of these priorities was the
management of arctic data and information. The health of arctic
peoples and the arctic fisheries resources were the other two prioity
areas for cooperative efforts.

I have just completed a year long effort, funded by the National
Science Foundation, to develop a design plan for a national arctic
information network. The objective of the arctic information network
is to enable a user to ascertain 1if information or data on a
particular aspect of the arctic exists, and if so how and where to
obtain it. Obviously, the State of Alaska has a major stake 1in a
national arctic information network. This bill, with the amendments
we offer, or in its original form, designates an official Alaskan
representation to serve as a partner in the establishment and
governance of a national arctic information network.

The lynchpin of this network is the linking of collectors of arctic
information more directly with the users of information: the
decision-makers, developers, special 1interest groups and the general
public. AEIDC has provided this key referral service to Alaskans for
the past 15 years. This bill brings together, at a policy level, the
researchers or collectors of information and the managers of that
information and data. It also provides a statutory basis for AE..DC to
continue 1its work in helping to identify, collect and disseminate
technical information and data.

Those outside Alaska who are involved with these federal arctic
research interests and planning, are unable to understand the current
course of action 1in our State, With the proposed elimination of both
the Health Sciences Library and AEIDC, Alaska seems to be moving 1in
the opposite direction of the areas of federal concern in the Arctic.
Senate Bill 232 corrects this impression by establishing a basis for
Alaska®s part in a national arctic information network. We should
seise this opportunity to provide leadership and to coordinate with
federal efforts for the development of such a network that can so
greatly benefit Alaska.

Decisions concerning the Arctic and the management of arctic:
information are going to be made 1in Washington in the coming months.
IT Alaska does not act positively, these decisions of such vital
concern to us will be made without our participation and with scant
attention to our interests.
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WORK DRAFT WORK DRAFT WORK DRAFT

5-09188B
Ford
4/27/87 “
1
IN THE SENATE KSXJLTT ~ ~ A — BY KERTTULA
SUBSTITUTE FOR SENATE BILL NO. 235
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the medical malpractice liability

revolving loan fund."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 21.88.210 is amended by adding new subsections to read:

(e) Interest paid on loans under (b) of this section, including
interest paid on notes purchased by the Department of Revenue under
(d) .of this section, shall be deposited in the general fund. The
Department of Administration shall separately account for deposits
made by the corporation or theDepartment of Revenue under this sub-—
section. The annual estimatedbalance inthe account may be appro—
priated by the legislature for the purpose of providing grant funds
for the cost of [liability insurance for”acut,e__cax”hospitals with a
patient capacity of not more than 40 acute care beds.

(f) When an appropriation is made under (e) of this section, the
director shall provide notice of the availability of the grant funds
and anapplication to each hospital in the state with a patient
capacity of not more than 40 acute care beds. The grant funds shall
be disbursed among those applicants applying within 30 days after
receiving notice of the availability of the grant funds from the
director. Each eligible applicant shall receive a percentage of the
total grant funds available that <corresponds to that applicant®
percentage of the total number of acute care beds of all eligible
applicants. An applicant may not receive under this subsection an
amount of money greater than its cost of liability insurance for the

-1- SSSB 235
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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 repoiled claims.
This new cate?ory refates to incidents
reported to MICA which 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
mvesthated 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 dale.

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
backgiround of over 30 years of casu-
alty claims experience. She also draws
uRon_ 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 console
date all of the available medical re-
cords on the case. This initial informa-
tion artd documentation is provided to
one or more physicians of the same
medical specialty as our insured, for
art opinion oit whether the facts indi-
cate the standard of care was met
under the circumstances. This initial
investigation and pi - review opinion
provides a 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.

no TOTAL NUMBER REPORTED CLAIMS, (1977-1985) 0

10
90 - m
Iﬁhﬁ mic!"?%mpeim
%&ﬁts
\0
D
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CLAIM S

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 physicians, they know our entire
health care provider community, and
most importantly, MICA is recognized
as the dominant writer of medical
malpractice insurance in Alaska that
will wgo_rousI?/ resist the demands of its
adversaries all the way to the jury, if
ne(_:essarY,_on frivolous and non-meri-
torious claims.

CASE SUMMARY, T(1977-1985

REPORTED V. OUTSTANDIN
D
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R1SK MANAGEMENT

R isk Management at MICA had ils
real beginning in December 1083
with the hnmg of Janet Johnston.

I”N . M.S.N., as the MICA staff person

charged with the resp"t: ibililies of inves-

tigation/resolution of imans along with
the institution of a Risk Management
program. Ms. Johnston's experience in
clinical nursing and as a nursing admin-
istrator and consultant, was further aug
merited 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, bringin together
seven physicians from the Alas

cal community, each recoginlzed. asa
leader in his or her field of medical
practice. Three other physicians have
since joined the Committee, and several
others have been asked to serve from
lime to lime to meet special needs and
to provide special expertise to the Com-
mittee and the Risk Management pro-
gram.

The initial thrust of the Risk Man-
agement Committee was to begi' edu-
cating itself by reviewing past as well as
new claims in an 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 Mana%ement IS primarily an
educational venture, one of identifying
those factors which are instrumental in
either provqkm(‘;_ or preventing claims
and, once identified, of educating physi-
cians as to those factors and as to the
means of either countering them or

an medi-

usinF_them to provide a viable defense.
To tfiis end, tfie Risk Management
Committee has been involved in the
following: o ,
1. Seminars, utilizing hoth 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 manag?ement of the litigation
process itself from the physician's
standpoint.

2 Individual presentations to llie
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 Mana%ement periodicals pub
fished by the insurance industry.

| Infortunately, the principle of “tel
‘em. tell 'em again, then tell ‘em what
yon told 'em," though valid in concept,

IS just not enough!

Recently, the MICA Board of Gov-

ernors' Chairman wondered aloud as to
whether the Rfek Management program
was reachmq 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 pnn_mPIe_s, while
oilier 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



beinﬁ It.nulled by MICA, either would
not have occurred or, if bro_u?ht, would
have been rendered defensible by the
proper attention to risk management
principles.

Therefore, it seems that the proper
response is not to continue only with
the past methods or to abandon the
effort altogether, but rather to look to a
new means of ensuring 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
fmalpracnce problem by their own ef-
orts,

Two alternative (and complemen-
tar)g 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 bePun, 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 specially organi-
zations.

The second program, due to be
R/lresented lor consideration by the
ICA Board of Governors later this

ear, is that of a Participatory Risk
anagement 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 polic
which must be agreed to and signe
by each applicant, Failure to observe
these criteria which may be general,
pertaining to incident reporting,
medical record-keeping, etc., or
sBecmc_ as with standards for specific
obstetrical procedures, maﬁ result in
cancellation of coveiage, 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
delineation of the natmn_allY ac-
cepted and current medical profes-
sional standards for patient care and
phrsman 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.

~ltisour absolute belief that the
Risk Management program underpins
MICA's entire insurance program and
that the current malgracnce or medical
liability crisis of 1985-86 can be, in
large Part, ameliorated by the proper
gse of those risk management proce-
ures.

MICA's %ro_wir_lg library of video
taFes by Dr. Brittain are available to
MICA insureds upon request.

General Issues in
Risk Management/
Perinatalogy (L hour)
General Issues in
Risk Management/
Internal Medicine (L hour)
General Issues in
Risk Management/
General Surgery (L hour)
General Issues in
Risk Management/
Emergency Room (L hour)
Informed Consent

and the Consent _
Form (40 minutes)

The Value of Farly
Reporting of
Potential Claims

The Quality of
Medigal Cayte

(20 minutes)

(20 minutes)

The Quality of the _
Medical Record (20 minutes)

Jousting (15 minutes)
B_illin%/lPractices as a

Risk Management _
Issue (20 minutes)

Managing Risk in _
Cancer Diagnosis (15 minute-
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, 19H5
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 Vi-inch set contains
four tapes of an hour or less 'Ihe
VMS set contains two tapes of two
hours each.

NOTE: Several new te(xj)es are being
produced or purchased and then arml
ability will be published in MICA's Inline
risk management bulletins.



UNDERWRITING

D etermining adequate premium

levels as well as establishing and
_ maintaining criteria for insurabil-
ity are the key functions of the Under-
writing Department and they form the
financial foundation upon which a
{)lspl?lly sound insurance company is
uilt.

Each year MICA carefully ana-
lyzes the balance between its income
erived 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 expens< s 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 sub5|d|zm% 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 (_1_enerated 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 regulated industries in the
United States.

All rale 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 the Alaska Division

of Insurance for approval by the Direc-

tor who can reLect 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-

oughlg evaluated by the MICA staff
and the MICA Board of Governors, as
well as approved by the stale re?ula-
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
unftalr degree, that physician’s claims
costs.

Ultimately, the beneficiary of pru-
dent underwriting is the physician who
is professionally c1ua|_|f|ed, without a
history of medical misadventures.
Proper underwriting often involves
very painful decisions which are taken
very seriously tg the MICA staff and
your Board of Governors. However,

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



D espile declining interest rates
mid a laiger 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 @ 10% increase in eaming

assets. Additionally, with the decline in
market interest rales, 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 |gov_ern_o,rs of the uncer-
tainties fa_cm% 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 an'! stable returns.
In"1986, as in the past, MICA's invest-
ment income will he an important and
dependable supplement to its income
from policyholder premiums.

ASSET COMPOSITION

Cost
Cash F.QUIVAIENIS ... v $1,123,816
U S. Treasury NOTES.....cos wooesvnie 4,919,412
Federal Agency Obligations ... ... 1,113,563
Corporate Obligations
& Canadian Yankee ISSUES . . ..owvvvmuvsne 2.670,618
TOtAl ASSEES ovvsrvsvsrsssrssn o $9,827,409
MATURITY
Cost
Immediate LiqUidity . o $1,123,816
1986 v e 735,510
(L 1,049.203
1988 v s 740,344
1989 o s 694,472
1990 v o 698,828
(L 725,203
1992 o s 755,375
1993 o s 980,398
1994 oo v 927,344
R 960,969
SUBEOLAL v s $9,391,462
435,947
L0 X (R — $9,827,409

*Segregated assets held to fund long term liability

INVESTMENTS

% of
Assets

114%
50 1
13

212
100 0%

% of
Assets

100.0%

Yield
On Cost

763%
11.34
1077

1152
10.90%

Yield
On Cost

1.63%
10.93
909
1137
10.63
12 07
13 49
1143
11 82
1276
10 60
10 90%
10.75

10.90%



INVESTMENTS

Investment Yield (Portfolio Assets )

$ Figures lor funds invested represented in millions

Portfolio A ssets

1985 $9.83
1984 $8.75 .
1983 $8.30 (11,589
1982 §7.39

1981 $6.94

1980 $5 82

1979 $3.73

1978 $2.31

1977 $1.83 (6.39%)

1976 $ 89 (5.33%)

estment Gain — (Investment income ess i

for State of Alaska loan)

$ Figures for net investment gain represented in thousands

$948.00
1984 $889.09
1983 _ $677 54
1982 $594.40
1981 §425.76
1980 $285.01
1979 ... $187.10
1978 § 74.03
1977 ($6.86)

1976 $ 11.42)
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FINANCIAL STATEMENTS

Medical Indemnity Corporation of Alaska

Ernst & Whinney

Hoard of Governors _
Medical Indemnity Corporation of Alaslta

Anchorage, Alaslta

We have examined the Imlanee sheets of Medicul Indemnitz Corporation of Alaska
(MICA) as of December HI, 1085 and 1084, and the relak.| statement:', ol opera-
tions and changes in ohc&holders' surplus (deficit) and chi'a”es in financial position
for the years then ended. Our examinations were made in accordance with generally .
accepted andilin® standards and, accordingly, incmded such tests of the accounting
records and such other auditing procedures as we considered necessary in the cir-

cumstances.

As more fully described in Note H to the financial statements, the reserve for unpaid
losses and loss adjustment exPenses wus determined husetl upon un estimate of the
ultimate settlement costs of all losses and loss adjustment expenses. Management
believes that the reserve lor unpaid losses and loss adjustment expenses is ade-
quate. However, no assuranee can he Kiveu that the ultimate settlements will not he
significantly greater or less than such estimated amounts included in the Corpora-

tion's financial statements.

In our npinit n, subn et to the effects on the financial statements of such adjust-
ments, if uny, as mi ‘it have been required had the outcome of the uncertainty re-
ferred to in the precedln? paragraph been known, the financial statements referred to
above present fairly the financial position of Medical Indemnity Corporation of
Alaska at December 81, 11)85 and 11)84, and the results of its operations and the
changes in its financial position Idr the yenis then ended, in conformity with I'cucr-
ully accepted accounting principles applied on a consistent basis.

Anchorage, Alaska
I'cbrunrv 88, IDHti



NANCIAL
TATEMENT

S

Medical Indemnity Corporation of Alaska

A SSETS

Investments— Noli? C

US government notes and bonds —designated lor retirement ol

U.S. government notes and bonds —undesignaled

note

payable.

Canadian government bonds

Corporate notes

Short term demand notes and money market

TN VESTM N TS oo

Cash

Premiums receivable, less allowance lor douhllul

accounts of $2,000

in 1985 and 1984

Accrued interest receivable

Note receivable

Account receivable-US government

Computer equipment, less accumulated depreciation ol $7,418

in 1985 and $8,548 in 1984

LIABILITIES A ND P OLICYHOLDETRS

LIABILITIES

Unpaid losses and loss adjustment expenses

Deferred premiums— MCM po

Deferred premiums —MCM pol
Accounts payable anil accrued expenses

Premiums received in advance

SURPLUS

es— to be refunded

Liability to reinsureis

N OTE PAYABLE TO STATE OF A LASKA

POLICYHOLDETRS SURPLUS (DEFIC

1T

BALANCE SHEETS

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
229,036 233,126
22,884 23,184

11,933 15,803
$10,477,562 59.616.683
$ 6,543,938 $3,674,773

284,000

694.416
143,262 150,037
139,075 71,174
62.000 40L162
7,582,691 4,581,146
3,000,00 3.000,000
(105,129) 2,035,537

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



STATEMENTS OF OPERATIONS AND CHANGES IN POLICYHOLDERS SURPLUS

Year Ended December 31

1985 1984
Revenue
Premiums earned
Physicians $2,510,344 $1,869,421
679,858 714,567

11ospitals. .

mlmm“m 141,219 109,067

3.331.421 2,693,055

Deduct (add)
Reinsurance ceded 897,183 1,119,692
(linmje in deferred premiums 410,416 (82,000)
2,023,822 1,655,363
Interest earned, less Investment expenses of $53,794 in 1985 and $50,458 in 1984 1,158,190 1,099,093
TOTAL RF.VLNUK 3,182,012 2,754,456

losses and expenses
hisses and los adjustment expenses 4,587,236 2,232,720
Other underwnlimy expenses—Note | 525.442 411,811
Interest expense on note payable to Stale ol Alaska - Note E 210,000 210,000
TOTAL 1.OSSLS AND LXPF.NSLS 5,322,678 A?2IM-1>31
NET 10SS (2,140,666) (100,075)
2,035,537 2,135.612

Policyholders' surplus at lierjimunr) of year

POLII.YI IOl DLRS'SURPLUS (UEIK'H) Al I NDOI YEAR $ (105,129) $2,035,537

V i* null's lii Ihi.iih m (sl.tli'inruls
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""Medical >.‘emnity Corporation of Alaska
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STATEMENTS OF CHANGES

Ended D ecem ber

1085 1984

FUND S P R OVID ED

From operations:

5(2.140.666) 5 (100.075)

Add (deduct) items not affecting casli:
Increase in liabilities 3.001.545 834.933
Decrease (increase) in Premiums Feceivable i ———— 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 disScoU Nt (109.857) (88.075)
Depreciation ol computer equipment 3.870 3.548
FUNDS PROVIDED FROM OPERATIONS 975.753 409.273
Maturity ol investments 2.000.000 1.065.000
TOTAL FUNDS PROVIDED 2,975.753 1.474.273

DS USED
Purchase ol investments 3.018,735 1,508,972
DECREASE IN CASI1 (42,982) (34,699)
md money market investments at beginning of year 265.126 299.825
CASI 1AND MONEY MARKET

INVESTMENTS AT END OF YEAR 5 222.144 $ 265.126

%m ile* lo (iimiimal SMlernrnis



NOTES TO FINANCIAL STATEMENTS
MEDICAL INDEMNITY CORPORATION OF ALASKA

December 31, 1985

NOTE A-ORGANIZATION AND

OPERATIONS

iy Corporation ill Alaska (MICA)

M I ltmit'i

it ail insurance company treated by the Alaska

K<jist<iliiic* 1d provide professional li.i y insurance

lo Alaskan physicians and surgeons, hospitals. anil
related health caie organizations MICA com -

menced business on June 28, 1976

The daily operations ol MICA are managed by an
independent consulting (nin. which iscompensated
on the basis ol actual costs plus a management

lee

Prior to January I, 1979, MICA issued "occur
rence" basis policies which provide coverage lor the
policyholder for claims incurred during (lie policy
year regardless of when the claims are reported tu
MICA sSince January 1, 1979, MICA has issued

es which provide cover-

only “claims made" poli
age for the policyholder for claims repoiled during
the policy year lo MICA, regardless of when the
claims were incurred Until December 31. 1985,
MICA also issued a "unxlilied claims made" policy
("MCM") which provides coverage for the policy-
holder (or claims reported during the first twelve
months subsequent to the policy expiration dale

and also for claims reported during the policy year

MICA also offers policyholders who ermmate their
policy the option ol purchasing a “tnil" (occurrence)
policy which will indemnify the polcyholder against
future claims that occurred while a MICA policy-

holder

MICA was capitalized with a note payable to the

Stale of Alaska

N OTE B -SIGNIFICANT

A CCOUNTING P OLICIES

Basis of Presentation: The accompanying
financial statements have been prepared in con-
furinity with generally accepted accounting princi-
ples winch am not significantly different from
accounting practices lequucd (or statutury pur-
poses Anticipated investment income isconsidered

in determining if piemiuin deficiencies exist

IYcrulums: I'reminms .tie earned ratably over the

puluv pelnid to wimli they apply Policies aie

wnlt on a inleiiilni ye.tt basis

Deferred Premiums (lo be refunded): Deleired
piciuiutils lo lie reluiided aie the insult of dision

ies MICA will leliind

tinning the sale of MCM poli
a pieilllIUIl 1o M CM polltylioldnis at Ili-ieniliei 111
|981» based upon the uuinlx'i ol years the polity

holder has been with MICA

Underwriting Expenses: Underwriting costs are

vx|M-used when inclined Due lo the nnluie of
MICA's operations, commissions and premium

icant

taxes aie not signi

Losses and Loss Adjustment Expenses: The
liability for unpaid losses and loss adjustment
ex|ienses represents an estimate of the ultimate net
cost of all such amounts unpaid ai the balance
sheet dales. The liability has been determined using
case basis evaluations and statistical analyses and
projections. The statistical analyses and projections
have been determined by independent consulting
actuanes using MICA's own historical loss data,
giving effect lo estimates of liends in claim fre-
quency and seventy, 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: Computer 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 earned at amortized cost The

inaikcl values of these investments were as follows:

December 31

1985 1984

US. government

notes and bonds 56,620.891 15,740,791

Canadian govern -

ment bunds 290,625 260,938

CogMirate miles 2,598,776 2,908,001

Sliuil term investmentsare iained at rust

xini,ites market value

Notes with an amortized cost ul a[iliroxunalely
$41X),(XX1 were |iledgeil to the Alaska Insurance

I ti‘jiaitiveril lo meet statutory requirements

Ibe Hoard ol (iovernors Iras designated U S
government notes and bonds with an amortized
cost ul 1t)06,354 in 1985 anil $546.356 in 1984
lor retirement ol the note payable lo the Stale ol

Alaska

Realized gains and losses, wliirli are net material to

tire financial statements, are determined on the

ication and are included

identi

basis ol s|xxi

interest incoine for inosculation pugroscs

N O TE D —REINSURANTCE

loss and loss adjustment expenses incurred duung
1985 lur claims in excess of $25(),(KX) up lo
$2,tXX),IXX) per occurrence are 83 5% recoverable
under excess of loss reinsurance contracts MICA
remains liable for Ibe 16 5'fi of excess loss not
covered by reinsurance Additionally. MICA lias a
deductible ul $831,(XX) lor excess losses under

their reinsurance agreements for 1985 claims

Loss and loss 'adjustment expenses incurred during
1984 and prior years in excess ol $2(X).(XX) up lo
$5,(XX),(XX) per occurrence are I(X)Il covered by

reinsurance agreements

MICA would remain liable lo the extent reinsur-
ance comjrauies are unable to meet their obliga

Irons.

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
loss adjustment
expense to be
recovered from

reinsurer »3,090,000 41.775.000

Reinsurance premi

ums Incurred 897,183 1.119,692
Losses jiald by

reinsurer 1.023,149 546,994
Loss adjustment

ex|H-uses jiald try

relrisuier 34.663 6,241

NOTE E-NOTE PAYABLE TO TllE

STATE OF A LASKA

Ibe At whuh ne.iled MICA provided lot il\

capitalization through a loan ol $ | tXMI IXXI I,
the Medical M..'(iiailire Revolving 1]1III I ninl

the Slate til Alaska Ibis loan, win, h may ]1‘I

exceed $6,(XX),(KX), is sulxml.naleil to all i>iln
obligations ol MICA Ibe remaining $I1<Xxitx
available under tins provision from tin- Slate la.

drawn on ito|K‘M!nnis demand

Rel)aymenl of the loan is lo Iv made in m-iill
rneuts based igxiu underwriting eaniings loinje
as s|>eulicil in the At No ieliaymeiil was >111"

Doccnilvr 31, 1985 or 198-1 Interest at 7'l- i-

payable quarterly

The remaining $3,(XX).(KXI of the avail.ihl. I,-a,
from Ibe Medical Mnljx.nlite Revolving loan |
requires repayment within live years from tl.e -

MICA receives the addiln,ial binds Inteie-I =«

additional binds is jrnynlilc al six [H rieiil

NOTE F-MANAGEMENT

AGREEMENT

MICA’s daily operations aie managed hv M-uJi

McLennan, Inc on the basis o| cost reiuib

plus a management lee

NOTE G -INCOME TAXES

MICA lias received a ruling from the Slate ..I
Alaska and a prnlessinnal cijsinn>u Iliil a-, a p-a
corporation created liy the Stale ul ALi-.kn a i

cxernjil bom income taxes

NOTE H-COMMITMENTS

MICA leases office space with an annual rental
expense of approximately $27.tXX| iliioiigli I '
cembet 1985 Rental expense was $27 iHxl a,
1985 anil 1984 MICA lias renewed Us jm - ul

lease through IVcemlvi 198ti



1985 Medical Malpractice Update

By: Roger F. Holmes,

1 984 was llie worst year in the his-
tory of the proPerty/casually Insur-
ance industry. In lire wake of the

1984 e_xPerlence 1985 resulted in the

most violent market constriction in the
history of the insurance industry. In 1985
underwriting losses continued o mount.

16% of the United Stales 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 nationwide in 1985 rose an averaﬁe
0f 32%. In New York, premiums for a
physicians rose an average of 52%. The
predictions are for similar rate increases in
1986. Lloyds of London, a substantial
medical malpractice underwriter, has
threatened to pull out of the United
States market completely.

~ The New Mexico medical malpractice
insurance captive which was provi |nfﬁ
insurance for Wyomm% physicians pulled
completely out of the Stale of Wyoming.
In Illinois, "the average ]U% verdict a%amst
health care providers doubled and the
percentage of defense verdicts in medical
malpractice cases drogJPed below 70% for
the first lirie ever lo 57.6% The average
Jtury verdict in medical malpractice cases
en 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
ﬁrograms in the United Stales, 45 now
ave 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

Esq.

become very strong. Physicians in many
states have engaged in Slowdowns or
otherwise refused lo perform surgery in
an effort to dramatize this situation. 1t has
been estimated that if meaningful tort
reform lakes place in the medical mal-
Bracnce field, a billion dollars a year can
e saved.

In 1985 lllinois 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.

ConverseIY_ the United Slates Su-
preme Court a firmed without opinion
several decisions from the California Su-
preme Court upholdmvamous medical
malpractice reforms. What sets the 1986
tori reform movement apart from earlier
movements is that many of the proposals
are not limited to the medical malpractice
field. This should give those reforms
which are passed a much greater chance
of standing constitutional scrutiny.

One short term problem with tort
reform can be seen from the 1985 Illinois
experience. Prior lo the adoption ol the

medical malpractice reform. 9 to 10 med-

ical malpractice cases were filed a day in
Chicago. In the three days before the
effective dale of the statute, over 1,250
medical malpractice claims were filed in
the City of h|cago with 725 ol those
suits alone being filed in the afternoon
Erlor lo the effective dale ol the statute.
awyers and their staff members were
sta_n_qu 50 deep in six or more lines
waﬂmP 0 file medical malpractice cases
that afternoon in order lo have those
cases filed hefore the effective dale 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 POOd reason for this is that
80% of all medical malpractice claims
arise from events occurring inside the
hospital. One favorite attempt by Plamtn‘fs
IS to try and hold the hospital liable under
the doctrine of ostensible agencyr for
emerPency room doctors, pathologists,
radiologists and other medical specialists
whose Pracnce Is limited solely fo the
hospital. The courts are also beginning to
hold hospitals strictly liable for injuries
which result when équipment fails in the
hospital setting resulting in injury to a
patient.

An Arizona hospital stabilized an
emer%_ency room patient and instead of
operating, transferred the patient lo a
Pubhc hospital for surgery. The reason for
he 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.

I IosPnaIs are now ta_km% a close look
at the safely 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 ir. 1985 in-



vclived the patient's refusal lo accept
lilood In Washington, a Jehovah's Wil
ness refused before a 1J/&C lo consent to
any blood transfusion if the need arose.
The patient signed a waiver form The
court found that this waiver form did not
Protect_ the hospital or the doctor where
he plaintiff bled lo death as a result of
negligence during the procedure. The
court found that the patient had accepted
the risk of no blood, but had not ac-
cepted the risk of medical negligence. At
least one state suPrem_e court found that
a competent adult patient can refuse
blood even though it is life threatening.
However, where the patient is uncon-
scious courts have ordered the transfusion
over the objection of the patient's _fam||1/.
Courts have also ordered transfusion o
ch{Idren over the objections of their par-
ents.

One of the most difficult areas facing
hospitals in 1985 involved acquired im-
muno deficiency syndrome otherwise
known as AIDS. The problems facing the
hospital involved the emergency room,
elective admissions, emgloyee relations,
whether to require AIDS screening and if
50 what to do with positive results. Ques-
tions have arisen as lo whether or not
doctors afflicted with AIDS should be
allowed to operate and whether employ-
ees with AIDS should be allowed to be
involved in patient care.

“The consensus seems to be that it is
negligent for anly blood donation center
or hospital not o test blood for AIDS
contamination People who are at risk are
belnﬂ asked not lo donate. Since the
results of AIDS tests in many instances
must be reported to governmental agen
cies, the blood centers and hospitals now
need detailed consent fmms from the

donors acknowledg_in% they understand
that these results will be so reported

~ Psychiatrists have been held liable for
injuries inflicted by one of their patients
on a third person’when they knew that
ﬁerson to be at risk. A similar concern

as arisen in the AIDS situation The
question has arisen whether or not there
IS a duly to warn others who might be at
risk from the patient's AIDS condition
esP_emally where the patient is a sexually
active person. For instance, must the
spouse be warned.

AIDS concerns have arisen with the
sperm banks. Patients are presenting in
hospitals wanting volunteer blood and
asking not lo be transfused from the gen-
eral pool. Hospitals which are self insur-
ing all or a portion of their employees’
health plan costs are faced with difficult
decisions on what screenln? must be
done since the average cost to treat an
AIDS patient in 1985 has risen to
$142,000. Doctors and hospitals are
faced with being sued a substantial num-
ber of years in the future in AIDS related
cases because of the long incubation
Perjod, and the fact that the statute of
imitation runs two years from the date of
discovery.

A least one case arose in which a
hospital nurse sued the admitting physi-
cian for not waming her and othier nurses
that the patient was an AIDS victim. The
nurse madvertently broke the skin on_her
hand with a needle after giving an injec-
tion to the patient

Tlu* hospitals continue to be plagued
by lawsuits arising out of the gianling or
denying of staff privileges One supreme
court held that a hospital may deny staff

ﬁrlvn_eges. One supreme court held that a
ospital may deny staff privileges solely
based uponthe physician's indbility lo
work with other physicians on the staff
Another suF{eme court continued the
trend of holding that a hospital may re-
voke staff privileges or deny them for the
failure lo maintain liability insurance

California held there was no duly by
a Eroctor to a patient. Thu proctor was
asked by the hospital to oversee the oper-
ation by a surgeon who was applying for
staff privileges. In the course of that oper-
ation the sur?eon made an error The
patient sued the surgeon and the proctor
alle%mg_that the proctor had an obligation
to step in. The courl found that the proc-

tor owed no duly lo the patient.

_Lawsuits involving informed consent
continued to make new law SurPeons_
continued lo be sued for failure o advise
their patients of alternatives to surgery
The courts are holding that all major
schools of thought need to be conveyed
to the patient, not just those that the
doctors helieve to be the preferred school
of thought. In California, a neurologist
withheld_the correct diagnosis from the
patient. The tesﬂ_monY at trial was that it
was the community standard to withhold
dlaﬁ]noses when in"the clinical Judgrment
of the physician it was necessary. There
was no medical testimony lo the contrary
The judge instructed the Jury that the
doctor had a fiduciary obligation to the
patient lo disclose all risks associated with
medical treatment, including all material
facts known to th.e_physmlan_regarqhngT
the patient's condition”and dla%nos_l_s he
North Carolina Supieme Court reiiifoned
this by staling that the informed consent
requirement suEerce_de_s the "best interest
rule" The North Caioliua Supreme Court
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ruled Ihnl a physician may have lo dis-
close risks even if he determines disclo-
sure is nol in Ihc patient's best interest.

_Four slates 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
Lr_otnpl circumstances surrounding a lill

irth,

_One physician was held liable for the
failure to warn of the possibility of hemo-
philia prior to hirth. 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 conceming the
possible hemthlha. lllinois rejected the
attempt lo make a pharmacist liable for
not warning the patient that the physician
was overprescrlbl_ng medication. A physi-
cian was found liable to the patients 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
lo obtain an informed consent before
prescribing medication.

In Michigan a doctor was held liable
(or the injuries sustained by a person in
an automobile accident where the driver,
an epileptic, was a ,oatlent of the physi-
cian. The plaintiff cfaimed that the doctor
was ne_gllpent in failing lo instruct the
epileptic {o either continue his medication
or nol lo 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 emJJloyed 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 revealmq 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
favoi~ole recoveries in 45% of the cases
against orthopedic surgeons.

Alaskans did not escape the national
trends In 1985. Reported medical mal-
;%ractlce_clalms nearly doubled in 1985.

he 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.

he court held that p
ally be prejudiced if they were required to
wait until the panel had Issued its report
unless the panel report is filed within
eighty da¥s of the date the health care
Frowder files an answer to the complaint.
N many instances the court has not even
appointed a panel within eighty days.

aintiffs would gener-

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 lo dismiss
the plaintiff's case before trial. Health care
Prowders were able to successfully use
hat 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 maIPractice cases were
tried in 1985 in the Stale 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 rec%uwe
that all lawsuits be tried which are deter-
mined by MICA's physician consultants lo
be without merit. Nothing that has hap-
pened in the legal community either in
Alaska, or in the United Staté* 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 & HOLMFS. Anchorage
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STATE OF ALASKA 1987 LEGISLATIVE SESSION

FISCAL NOTE
BLI'.Version : )
REQUEST: Publish Date : .
Revision Date: CSSB 235(HESS) AgencyAffeCted:Commerce & Economic Development
Title : Relating to the medical malpractice bru : Insurance

liability revolving loan fund. -
§P°nsor: -------- KffXttula Components: Public Protection

equestor:

EXPENDITURES/REVENUES:  (Thousands of Dollars)

OPERATING FY 87 FY 88 FY 89 FY 90 FY 91 FY 92
PERSONAL SERVICES 0.0 0.0 0.0 0.0 0.0 0.0
TRAVEL 0.0 °° 0.0 0.0 0.0 0.0
CONTRACTUAL 0,0 0.0 m f.0 0.0 n.f
SUPPLIES u.u o I .u 0.(7 crrt ue
EQUIPMENT 0.0 0.0 0 0.0 ° L 0.C
LAND & STRUCTURES 3.0.0 - - 3.0.0 0.
GRANTS, CLAIMS 171.0 u .u 258.U 2343, 10 S
MISCELLANEQUS o.o 0.0 0.0 0.0 0.0 0.C
TOTAL OPERATING 17170 306.0 282.0 268.0 234.0 210.C

CAPITAL I "0 0.0 -m " TT - 0.0 " m0.0

REVENUE 0.0 0.0 0.0 0.0 0.0 0.0
FUNDING: (Thousands of Dollars)

GENERALFUND 171.0 306.0 282.0 258.0 234.0 210.0
FEDERALFUNDS DTD"" " 0/0 0.0 U.u u.u u.u
OTHER 0.0 0.0 0.0 0.0 0.0 0.0
0TAL 17 1.0 3U6.U 282.U 258.U 234U 2TUTU
POSITIONS:

FULL-TIME 0.0 0.0 0.0 0.0 0.0 0.0
PART-TIME

TEMPORARY

ANALYSIS :  (Attach aseparate page if necessary)

The figures above represent the total interest income on all loans made to
the Medical Indemnity Corporation of Alaska to date.

Preparedby:  John L. George, Director Phone : m
Division : Division of Insgrange Date:

Approved by Commissioner: ~ u. *arrerfony SmljPr s Date: aprit 28, 1987

AgenCy . Commetrc” and4fctoTi"bmic Development

Distribution (bzlpreparer): ]
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agcncy(ies) page — of
Senate Secretary
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MEMORANDUM

TO: Bill Brock
FROM: Janet Johnston?'
DATE; February 9, 1987

I am respondln? to yOUF request for information on s?ttlgments 0fr

verdicts involving” hoth Ph ysician and a hospita efendant.
The information is really ratheér sparse.
CASE:  PAYMENT: DISPOSITION:
Hos ital 150,
- p %1%8888 Settlement
: Hospital 30,000
i G0 settement
Hospital
M. Dp#l $ 45,000
M.D. #2 $100,000 Settlement
4, Hospital 1,750
M.D. #1 0
M.D. # 0 Settlement
COMMENTS:  This was strictly a nuisance value settle-
ment which was attrlbute to the hospital |? licy bﬁ
mutual agreement of the defendants, | would not suggest
considering this as part of the relevant sample.
5. Hosp|ta| $200,000
- 50,000 Settlement
COMMENTS: Reflects our assessment that this case was
primarily a result of nursing error.
6.

Hospital - $1,400.000
M.D. 550,000 Settlement



Memorandum
ebruary 9, 1987
Page Two

COMMENTS.  The physrcran in this case was |nsured by
and we paid 80 icy limits, ?g not a
Insured, provided a structured sett ment that
ted ad a cost vaJue to the hospital of

ut provided benefrts to the plaintiff far

f that amount. d the ?hhSI |an had high %r

ts the hospiual Woud not have as muc

tal ended up b the "d k
ssépl Ehergntﬁe L|d yserenrgn did neepth:Ju(/)eC gdeqlunatrg1 very
0

f coverage.

to those cases listed above, MICA has several claims
t Involve a MICA insured hospital and one or more
sicians that have Dbeen dropped or taken to trial
erdict. | did not Include these since there was

indemnity paid on them.

Another mterestrnq srtuatr%n that might have some Ie%sons to
learn stems _from the tact that MICA insures severa itals

0S
where the entrre medical staff is |n?|ud]ed on the hospital d)o uiy

srnce the g gsrcrans are emplo ees of the hosp |ta ePeCI Ical y
we have had Cases in |||| dham and Nome w ere |n emnrty as
been ?ard under the h dprtal palicy for actrons 0f te P grsrcra

Had, the physician hospital” been Insured under arate

Rolrcres In “these |nstances | susggcthéh% ytshrecra]nost?eégusewotuhg

ave been a named defendant as wel
care rendered involved a gatr nt in the grtal In most | f
not all, of those case OWever, |t was the care the
physician that was in question.
Let me point out that |n cases 1, 2, 3 and 5 |sted above the
amount paid for srcran as 0 osd to the os ital _In
settlement was a m atter o dgment o beh IT of the N claims
staff and clajms commrttee The Iocatron to ho |taI Versus
ph srcran retlected  our.  ju dgement as to te relative
arﬁ’ ortionment of res onsrbrlrty between the parties. In each of
these cgsgs how f e, ere was a suilt invplve d] ad the case
not e ed In seft ent ut gone on to trial | have er% reason
to believe that ru y woul have dund the thsrcran and os ital
d%en ants retty mérch eg ally ble Yv y?  Evenin ?ase
ere e siclan defen aBt admits liability (as was the ﬁct
Inone_of the cases cited a ?vsj the arqgument can be made that
gr fessiona nursrn% pe sonnel Within th hros ital setting had an
bligation to d? S r%et Ing about It. r}] act, = the mor egre
glouss and indefensible the physician hehavior is, the gredter



Mrriicul Indemnity Corporation of Alasku

Memorandum
February 9, 1987
Page Three

the obligation on a professional nurse tg |mp|ement existing
hospital Systems fo circumvent a nonresponsiv % rnagproprrately
responsive Physrcran Most claims against, psysrcran 0CCUr OVET
care that Is ‘rendered to patients in"hospital Care that s
rendered to patients in hos |taIs does not occur In a vacuum and
normaV\X] tere are. other prof es?mna Eeolﬁ)e Involved In
care 0 ,orovrde a system of checks and balances and who
will be held ||ab e in the event that they do not.

One final case of interest should be mentioned. It i votves the

settleme that MICA has ever made on hehalt of a
($750,0 This lawsuit was brought entirely arqarnst
| a physician was named as a defendant n.m
involved in the patient's care should hav
rants and shoud have shared |n the settlernené
Ink jous Involve
he hosp |ta‘ gaused the ?mrl the deceased
al. would expect that |n a new era where

a
{

ph sic'an hav a veste interest in havin hospital

) tly ||ab for a%ad outcome, theregmrg(ht be more

0

| hope the above information is of some assistance to you, As |
mentioned, there have not ben any cases decided under the new
joint and several Iaw and the law, as Prevrously constructed, did
not  cause n%one ask Aurres apPortron percentage
responsibility etween physrcr ns and hospitals

/jk

A
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CAPITALIZATION

The Legislature established in the Department of Commerce and
conomic Development a medical malpractice liahility revolvmg
oan fund to cap A, The fund is administered by t
orlglnal loan was $3 million,
t. . "MICA IS a%/mg mterest but
Prlnm al an he“state [oan I
ations of the corﬂoratlon MICA
in rt]he event of an underwritin
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FINANCIAL STATUS

Due largely to ar
oste % $y2 11 m|ﬁ
nti 2 million s

Hence t
Tc"s totale
lon in rese

REINSURANCE PROBLEM OF 1985 o

In late 1984, after MICA had set its policy rates for 1985
the com anr faced a problem with its reinsurers which led to a
financial foss. One of the compan s reinsurers denled
renewal of MICA's policy w |e ano her aéJprommatey tripled

ItS premium rate. Not ong reinsurance cost increase,
the coverage diminished avm CA with ?reater Personal

risk in cldim settlements. ecause ?t the late notice on the
rernsurance rates lect the mcrease In 1ts

e
MICA could not re
premlum rates Thus 1985 posted a %qe loss. MICA also had
e arog claims |n 1985 which the reinsur ance d|d not
ully cover ding to MICA's dip into |ts surglu
obtained better relnsurance in 1986 and for 1987, but the
company also has to recoup some of the 1985 losses. As a
result, and as a reflection of malpractice insurance in
?eneral MICAs gollcy rates increased as much as 90 percent
rom 1985 to 1986.
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PRESENT SITUATION WITH HOSPITALS
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MICA Premiums for Wrangell General Hospital

1985 1986 1937
MICA $17,900* $58,000* $54,000%*
Hospital Budget $1.9 mill $2.0 mill  $2.0 mill
MICA % of Total Budget 94% 2.9% 2.1%
*Coverage in 1985 was $1 million maximum Ber occurrence and §2
grrllron a g gate Covera%e In 1986 and 1387 dropped to
500,000 8 r occurrence and $1 million aggregate”.
**Wrangell Hospital's premiym rate for 1987 was first oted
at $81,%00 (in Fjanuaryp % ear) MICA Just revrsqéJ
rate to,$54,00?]. But that rat% does not rnc uae any surcharge
for haying a p }/srcran In the nospital who does not*have
me%rcal malgrac ice Insurance. Wrangell has one physician
without coverage.



medical WOrmim aaranAlim or alasa
preiunis BAtrm Amdi siiis aiialtsis (0N08S of reiiihiraiice)

1976 1977 1 191 1990 191 1997 1773 199 e 4) 19%
mrinn'!
B 0 RO LW gy oz g 88 WY FEE 38 REE
acs aANVe
AL%SLSSHAEI'LI%«EIISEWD 10 107,60 $HR2,ill 12,700 1669,012  13H6.563 11,211,916 12,369,910 11,201,231 11,017,591 136,90
imon GrF ACED QANG 0 9 I 5 1 ® 2 2 2 pil n
AEXE SOHETTT ACHD QAMG 10 15,297 13,676 116,510 1,063 120,973 180,597 107,724 17,561 112,100 15,20
aai GAIS
SRIBIR T D21/ w8 B B B
NG FEO I AN 191,571 15,602,156 16,695,307 13,536,965
e @ o81 AANVG 3 u 5 2
ABRAKE BI7T ¢8I QANG 13,55 16,80 147,12/ 1117,39
TOA. 081 ACQCED AAME
TOA. TAD AOrE=E D (i) 10 107,60 132,11 12,0 160,012 135,563 11,211,916 12,161,192 16,96.687 17,702,000 13,573,955«
TOA. QANS 0 9 n 5 (9] 16 2 5 n 0 a
115,297 13,676 H6,510 111,83 120,973 180,597 190,50 119,919  1151,088  1115,206

AHENKE SHEITr AL ANV 10

TOA.

X ik

115,910,1

333333333

17,81,9

123,009,0’

1106,2"



MEIDIGAL [IMINT Ch@AIAl O AASA

mMMiNG eariied aio clains aiialtsis (iiet T rEiMiNAicE)

premiuts esitiel)
A aAMe

IIET LGS ADLGS
ADLSNIBIT BANE PAD

v - QCED QAN

ARE RTX AGED QAN

orm claims!

RIS R0

N H081 AV
inMm or qoaii dains

ABRXE T abl ANV

TOA.GHI ADGID aANS

TOAL TAD AD IR/ (IIAIRD)

TOA.QANS

ABXE PEITT AL GANVS

196 97 198

1372.mil 1080,969 11,060,303

¥ UWE0 110
0 " 9 n
o 1507 13,60

to 410760 133,10
0 9 n
0 1By 1316P

199 190 1B 13 1983 oM 1% s TOA

713,703 1919,35/ 11,001,683 11,197.616 11,202,929 11655,363 12.023 11,001,06  115,910,1

A 15151 13558 11,1056 11,2080 10837630 19295 160 160107
5  '" B 20 2 /4 B 7 F

115510 A 109383 150 1,5 130G 13018 1570 1302

R EE CRE SR S

191571 1231715 1387168 13166856 197805
3 e i A

1355 16766 111098 111153 159

120 1HL51 13658 1,055 1135108 43106121 1.791591 1350,85 157012
5 B B D 5 1n 1l I 2
1650 1B 1N9B  4BEO  BEY 7766 B8 UBW 1071






Medical Indemnity
Corporation of Alaska

MICA POLICYHOLDER PROFILE

YEAR ENDING PHYSICIANS HOSPITALS
12-31-36 336 11
12-31-85 354 12
12-31-84 300 12
12-31-83 213 12
12-31-82 200 13
12-31-31 161 13
12-31-30 138 13
12-31-79 104 13

ADMINISTRATIVE SERVICE: Marsh and MeLennan.l

RELATED HEALTH CARE
14
12
10
11
12
9

9

orated



MICA PHYSICIANS AND SURGEONS

ACC YR PURE PREMIUM,CLS. 1.BASIC UMIT

ACCIDENT YEAR

MILLIMAN & ROBERTSON. INC. CONSULTINO icrives
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CONTINUATION of FISCAL NOTE ANALYSIS

For Bill/Resolution No. SB 237
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EILL NO:" HB 237 DATE:  4/21/87

TITLE: "An Act providing that G:NKJ' James D. Vaden
assistance to authorities Deputy Commissioner
to detect, apprehend, or
prosecute other persons is
conduct constituting a mitigating
factor in criminal sentencing."”

Provides an incentive for persons accused of a crime to provide information to
authorities to detect, apprehend, or prosecute other offenders involved in the
commission of criminal offenses.

This proposed legislation would assist authorities by encouraging persons
involved in or having knowledge of criminal activity to come forward with their
information and assist the criminal jJustice agencies in identifying and prose-
cuting other offenders. This type of assistance to the criminal justice
agencies would be considered by the sentencing court as a mitigator to pre-
sumptive sentencing as set out in 12.55.125.

The Department of Public Safety supports this legislation.

Arthur English
Commissioner



STATE OF ALASKA 1987 LEGISLATIVE SESSION

FISCAL NOTE

Bill Version: SB_237_
REQUEST PublishOate:
Revision Date: Agency Affected: Pub]_i_c Safej:v
Title: "ANE_Act_provj_dj_nfE£_that_a”s i_s BRU: Alaska State Troopers
Sponsor: Senator_Ker1lu]_a__ Components: Detachments & CIB
Requestor: Sendt6_ HESS

EXPENDITURES/REVENUES:
OPERATING o

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLI1ES
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L

ANALYSIS: (Attach a separate page if necessary)

No fiscal impact is anticipated.

n 'Prepared by: Frances C._A2_ ] ££ 1
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y Approved by Commissioner: /
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Ben Esch

ATTORNEY AT LAW, IZ.

3003 Minnesota Drive
Suite 301
Anchorage, Alaska 99503

(907)272-4475
MAR 2 5 1987

March 23, 1987

Senator Jay Kerttula, Chairman
Senate Judiciary Committee

P. 0. Box V

Juneau, AK 99811

Dear Senator Kerttula:

I would 1like to bring to your attention a

particular problem I am presented with regarding a client.
This individual 1is presently 1incarcerated awaiting
sentencing foran offense committed Jlast year here in
Anchorage. He 1is subject to a presumptive sentence for his
offense. Pending sentencing, my client provided substantial

help to authorities both in discovering and turning over
contraband (a handcuff key) which he was secreted 1inside the
jail in which he was residing and further cooperated with
authorities in providing trial testimony against an 1inmate
who had made admissions to my client while he was in the

institution. At the time of sentencing, it was dicovered
that my client had no statutory mitigating factors in his
case and both theprosecutor and 1 began to examine AS
12.55.155. In the course of our review, it appeared to both

of us that perhaps in enacting the statutory mitigators,
there had been legislative oversight as to one of the

mitigating factors. Under that statute, a mitigating factor
exists if: "The defendant assisted authorities to detect or
apprehend other persons who committed the offense with the
defendant." See AS 12.55.155(d)(12). My-client provided an
equivalent service to the State, but due to the fact the

individuals against whom he provided substantial assistance
to the State in their prosecution and conviction were not
co-defendants in his case, he was denied the application of
this mitigating factor.

As | pondered this, I failed to discern any policy
difference between a defendant who assists authorities to
detect and/or apprehend co-defendants as opposed to someone
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who provides information as to third-parties. One result of
this situation 1is that prosecutors are forced to enter
"deals" with defendants who wish to provide information in
other cases to get this help. Prosecutors are sometimes
reluctant to do so given the fact that the existence of this
"deal™ will be brought out on cross-examination, if and when
the informar.t testifies, thereby possibly weakening the
strength of his testimony and resulting in tainting
perfectly legitimate evidence by virture of the fact that it
is obtained through a direct quid pro quo transaction
involving an individual who 1is facing charges himself. The
current situation 1involving the star witness in the McKay
case is a perfect example of this situation.

I would 1like to suggest to you for possible
deration of legislation to be introduced by your
ttee, an amendment to AS 12.55.155(d) which reads as

(12) The defendant assisted author —
ities to detect [or], apprehend, or
prosecute ot™er persons who committed
LtheJ an offense [with the defendant].

Such an amendment would allow substantial cooperation with
authorities to act as a mitigating factor at the time of
sentencing for any individual. This could result 1in the
trial Jjudge being given the latitude to take 1into account
any cooperation with authorities provided by an offender and
provide a method of rewarding (or at least providing the
opportunity for reward,) individuals who cooperate without
creating the potential for any "stigma"™ to be suggested
during cross-examination that this help is provided only in
contemplation of a preferential treatment of or deal

concerning their own charges. A provision similar to this
is included 1in the new Anti-drug Abuse Act of 1986 on the
federal level. There are certain minimum sentences which

are required to be given (like presumptive sentences) and
these can only be reduced upon a demonstration of "substan-—
tial assistance™ in the investigation or prosecution of
another person who has committed an offense (See & 1007.).
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From the point of view of the prosecutor, |

believe the statute solves one problem while providing an
inducement to individuals to provide information without the

necessity of entering into a specific deal. This will
encourage individuals to provide whateler information they
have or offer whatever assistance they <can give. As such, |
see this as an amendment which could benefit many people in
general, and my client in particular, if such an amendment

is made prior to his mid-June sentencing date. Thank you in
advance for your consideration in this matter. I would

enjoy hearing your thoughts.

Yours truly,

T8 T

Ben Esch

BE/cag
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ALASKA FELONY SENTENCES: 1984 A finole

Supreme Court

The Alaska Judicial Council found that presumptive sentencing caused only part

of the increases in court felony trials and prison populations during the early
1980s. A one-hundred percent increase in the number of convicted offenders, and
legislative reclassification of drug and sexual offenses contributed equally to high
court caseloads and Hal| overcrowding.  The Judicial Council's study was based on
data about all 1984 felony case filings that resulted in a conviction and sentence.
The data were provided by state agency computerized information systems, especially
the Department of Lav/'s ERQMIS system. Department of Public Safety and Department

of Corrections also contributed data for the report.

The study found that 14.3% of the offenders had been convicted after a trial.
Nearly 20% of the 1984 offenders had a misdemeanor as their final, most serious
charge of conviction. ~ Only 2.8% of the convicted offenders pled guilty in a
recorded plea bargain as an exception allowed under the Attorney General's

prohibition of plea bargaining.

Sentence lengths for offenders were strongly related to the seriousness of the
offense. The most serious offenses (Unclassified) received sentences ranglng| from
87.9 months for sexual abuse of a minor | to 401.3 months for murder . ~ Class A
offenses typically received sentences of about 5 years, Class B offenses were
sentenced to about 2 years and Class C offenses to about 1 year. The study found
that the presumptive sentencing scheme had, with few exceptions, resulted in
consistent sentence lengths for most offenders.

The report found a 100% increase in the amount of prison time imposed between
1980 and 1984.  The study estimates that the increased numbers of convictions
between 1980 and 1984 accounted for about 40% of the increased prison time in 1984.
Legislative changes, including presumptive sentences for first-time felony offenders
convicted of Class A offenses and reclassification of sexual and drug offenses,
accounted for another 40% of increased prison time. The balance of the increase was
due to the fact that a higher percentage of 1984 offenders were convicted of serious
crimes than were 1980 offenders.

~ Additional copies of the report are available upon request from the Alaska
Judicial Council. Contact:  Teresa W. Cams, Acting Director, Alaska Judicial
Council, 1031 \l. 4th Avenue, Suite 301, Anchorage, Alaska 99501, telephone 279-2526. .



FIGURE 3
(Alaska Felony Sentences: 1984)
Types of Convictions

Judge Trial _
Guilty as Charged Judge Trial
0.6% Guilty of
Lesser Offense
0.4%

Original vs. Amended Charge
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FIGURE 7
Alaska Felony Sentences: 1984
Comparison of Mean Sentence Length For Selected Offenses
by Class of Offense*

UNCLASSIFIED
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FORGERY | 24.0(1)
A SEX ASSAULT I128.7 (9)
ISEX ABUSE Il 26.1 (37
ARSON Il 15.5 (5
" MICS 3RD 125 (79)

CLASS C

>>- ASSAULT IIl 11,9 (55)
PNNNMA NEGLIGENT HOMICIDE 14.3 (4)
BURGLARY Il 17.1 (57)
THEFT 11 16.2 (55)
. FORGERY I117.2 (9)
VYR o wiscHIEF 1 143 (11
MICS 4TH 12.2 (26)
ATT. SEX ABUSE MINOR II 10.7 (3)
SEX ABUSE MINOR Il 10.3 (4)
INCEST 36.7 (J)
SEX ASSAULT I 26.0 (1)
SEX ABUSE MINOR BEFORE 10/17/83 24.4 ()
PROMOTE CONTRABAND | 14.0(4)

TiVr

Number of sentences is shown in parentheses.
All sentence lengths are in months.
““Includes one sentence of 20 years (240 months)
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FIGURE &6
(ALASKA FELONY SENTENCES: 1984)
Increase in Total Prison Time: Percent of
Increase Due to Specific Factors

More Serious,
Charges m
18.7%
r Increased Number'  1,961.7 mo.V
of Convictions /
\ 39.7% *
(4,154.5 mo,

> )
TV o
Y Reclassification, etc.
XX 41.6%
(4,438.6 mo.)

<
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EENDITUESARRANES ©  (Tasds o Dias)
OPERATING FY 87 FY 88 FY 89 FY 90 FY 91 FY 92
_lF_’ERSONALSERVICES

CONTRACTUAL
SUPPLIES

LRND %STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS - 1

TOTAL OPERATING - 0 0 0 0 0
CAPITAL 0 0 0 0 0 0

FAANLE 0] 0. 0] 0] 0] o)

FINONG ;. (Tasads d Rilas)

GENERAL FUND

FEDERAL FUNDS

OTHER

TOTAL 0 6 0 0 0 u
FCHTIONS :

FULL-TIME ) 1
PART-TIME
TEMPORARY '

ANANYSS :
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Date:
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- SB 252 “ "An Act relating to communications to a psychologist or
fi.%%ﬂ psychological associate by a client."” A
_ . . - . _ N
iS'p kw4 o . i ) i ! _ _ N 1i M
U el . RPESLI R e o L=l
SB 252 provides for exceptions to confidential communications between ff.uj!‘t
psychologists or psychological associates and their clients. The V.Y [ Mt/

; Department of Commerce and Economic Development supports both the need e 1TTirl
for confidential communication and the need for the exemptions
identified in this bill. The department would, however, recommend e ffr vre
amending Section 1(5) to_read: | -y..
L - i L:
; lif.(5) proceedings conducted by the board or the department
h where the disclosure of confidential communications is

necessary to defend against charges [BY THE CLIENT] that

the psychologist or psychological associate has violated

provisions of this chapter.

The word "department™ 1is included in order to clarify that
investigators of the department who act on behalf of the board can
subpoena records or discuss allegations. The second change which
takes out [BY THE CLIENT] is needed in order to exempt confidential
communication when someone other than the client has alleged a i
violation of the chapter. For example, one psychologist may report
another psychologist for misconduct.
wi-i,
Jj:";In summary, the department would support this legislation if
“;;§ection 1(5) were clarified.

m m §Hn Smith, Commissioner

»i
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OFFICE OF THE GOVERNOR

JUNEAU

MEMORANDUM

TO: The Honorable Don Bennett
FROM: George Sullivan
Legislative Liaison g *
Office of the Governoi
DATE: May 5, 1987

SUBJECT:. SB 255

We discussed SB 255 on Pharmaceutics IS/GRM and | recall you
expressed concern that the Alaskan Natives that would likely
participate in this program would far exceed dn costs what

we were projecting in savings to the state.

| am attaching a letter from Commissioner Myra Munson for
your information. Her hest estimate indicates that the
state could still save in excess of over 1 million dollars a
year by passage of SB 255,

Enclosure

cc: The Honorable Willie Hensley w/enclosure
The .Honorable Johne Binkley w/enclosure
The Honorable Fred Zharoff w/enclosure
The Honorable Paul Fischer w/enclosure

Paul:

Is there any additional information we could provide you
to get this bill out of your committee? If so, give me
a ring at 3500,

George



MEMORANDUM State of Alaska

TO! George S_ullivan ' pare. May 4, 1987
Legislative Lobbyist
Office of the Governor FILE NO:

TELEPHONE NO: 4 6 5 - 3 0 3 0

susect. ~ Crossover of Natives
into Medicaid Drug
Program

THRU:

FROM: [Mioner
Department of Health and
Social Services

I't is correct that more Alaskan Natives are likely to

participate in a .Medicaid-funded pharmacy program than cur-
rently participate in the General Relief Medical Assistance
(GRM{-funded_pharmacy program. However, we have determined
that the maximum cost to the state will not exceed $410,500
and will most likely not cost more than $136,600. The net
effect of passage of SB 255 will be a 1 million dollar savings
to the state, even with the crossover of Natives from GRM,

There are currently 24,000 Alaskans eligible for

Medicaid. Approximately 10,500 are Natives. To qualify for
Medicaid, an individual must be aged, blind, disabled, under
age 21, an AFDC parent, or pregnant and impoverished. The
addition of pharmacy services to Medicaid will not result in

an increase In the number of Medicaid-eligible Natives; how-
ever, it is likely to result in an increase in the number of
non-lHS pharmacy claims for Medicaid-eligible Natives for
which the state must pay 50% of the charge. (Note: as pro-
vided under federal rules, the state can claim 100% federal
reimbursement for all of the medical bills submitted from [IIS

facilities.)

15% of Medicaid-eligible Natives are currently recorded
as using pharmacy services at a cost of $260,372 in state
funds per year. However, declaration of race on the appli-
cation is voluntary and experience has shown that as high as
50% of the individuals in the unknown category are, in fact,
Native. Nevertheless, the average utilization of pharmacy
services by other ’g\;‘rou_ps is 69%, so if all 69% of the o
M.edlcald-ellgilble atives purchased drugs at non-IHS facili-
ties, it would cost the state a maximum of $410,333,

It is very unlikely that all Medicaid-eligible Natives
will change their pharmacy utilization patterns because:
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Mr. Sullivan -2 - May 4, 1987

1. Prior experience has shown that not all Natives will
use non-IHS facilities, especially in places like
Bethel and Nome; and

2. at least 15% (and probably many more) of the Natives
have already crossed over to the State ?rogram,
esPeC|aHy in those areas where an IHS facility does

not exist or is less convenient than private phar-
macies;
3, the Native crossover phenmenon did not occur to

non-lHS facilities when other, more costly services
were moved from GRM to Medicaid in recent years; and

4. the amount paid $ﬁr_prescﬂption will generally be
less under a Medicaid drug program, resulting 1in an
overall less expensive drug program for the state.

Finally, as %ou know, no savings will accrue to the state
from pass ge of this bill until the offset for FY89. The
bill's JL&¥ 1, 1988 effect date allows the department to plan
and to implement the changes necessary to administer a Medi-
caid pharmacy program at a very opportune time. The depart-
ment I1s in the process of developing and implementing a new
medical payments system that will not be operational unti
Spring of 1988. It is not feasible or cost-effective to make
the necessary changes in the eX|$t|nﬂ payment system with the
current contractor while we are in the process of designing a
new system with a new contractor. Although it is unfortunate
that we can't begin to save money sooner, | believe that the
delay carries several advantages. First, it allows the state
to hire a pharmacist to assist with designing and testing the
new payment system while working with pharmacists throughout
the state to ensure that it is a system that they can accept
and secondly, it allows the state to claim 75% FFP instead of
the current 50% FFP for the actual cost of processing the
pharmacy claims.

. | appreciate Your interest and assistance with this very
important issue. It you have any further questions, please
contact Kim Busch, Acting Director of the Division of Medical
Assistance, at 465-3355 or me.



