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IN THE SENATE

CS F O R  SENATE BILL NO. 232 ( )
*r»„ ,

IN THE L E G I S L A T U R E  OF T H E  STATE OF A L A S K A  

, F I F T E E N T H  L E G I S L A T U R E  - F I R S T  S E SSI ON

A  BI LL

For an Act entitled: "An Act r e l a c i n g  to a science, n a t u r a l  resource, and

e n g i n e e r i n g  policy; and p r o v i d i n g  for an effective 

date."

BE IT E N A C T E D  BY THE L E G I S L A T U R E  OF THE STATE OF ALASKA:

* Section 1. FINDINGS A N D  PURPOSE. (a) The l e g i s l a t u r e  finds that

(1) a contin u i n g  state effort is n e e d e d  to ensure the efficient 

acquisition, storage, retrieval, transfer, and d i s s e m i n a t i o n  of current and 

r e s e a r c h - d e r i v e d  scientific and e n g i n e e r i n g  k n o w l e d g e  c o n c e r n i n g  the 

n a t u r a l  resources, environments, communities, and h u m a n  co nditions present 

in the state;

(2) there is no formal or gani z a t i o n  u n i t i n g  state, federal 

municipal, and u n i v e r s i t y  inform a t i o n  centers, libraries, and data systems;

(3) the state has made a c o n s i d e r a b l e  investmen t in the o p e r a­

tion of i n f o r m a t i o n  and data systems - through its f u nding of r e s ource  m a n­

agement and scientific enterprise, and the p r e s e r v a t i o n  of the information 

r epres e n t s  an investment that the state should p r o tect by the inclus ion of 

the i n f o r m a t i o n  w i t h i n  an a cce ssible system;

(A) it is incumbent on each r e c i p i e n t  of state funding, w h e t h e r  

an individual g r a n tee or the a d m i n i s t r a t o r  of a state program, to make 

i nform a t i o n  a v a i l a b l e  for state purposes;

(5) the interage ncy Council on N o r t h e r n  R e s o urces Information 

M a n a g e m e n t  has as its objectiv e the e fficient m a n a g e m e n t  and sharing of 

scientific, n a tur al resource, and engine e r i n g  infor m a t i o n  and data;

(6) plans for the terminati on or cur ta i l m e n t  of information
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centers, libraries, and data systems in g overnment  and at the U n i v e r s i t y  of 

A l a s k a  t h r e a t e n  s e r i o u s l y  the e n h a n c e m e n t  and growth of the e c o n o m y  of the 

state; the e f f i cient  i n t e r a g e n c y  m a n a g e m e n t  and sharing of scientific,

J
n a t u r a l  r. source, and e n g i n e e r i n g  information; the capacit; of state g o v­

ernment l o  use a c c u m u l a t e d  i n f o r m a t i o n  and to make t e c h n i c a l l y  coxrect 

d e c i sions i n v o l v i n g  science, n a t u r a l  resources, and engineering; and the 

ab i l i t y  of the p u b l i c  to secure n e c e s s a r y  information; and

(7) the c o l l e c t i v e  k n o w l e d g e  and i n f o r m a t i o n  a v a i l a b l e  in li­

braries a nd i n f o r m a t i o n  centers in the state r e p r e s e n t  w e a l t h  to the state 

an d  p r o f o u n d l y  a ffe ct the w e l l - b e i n g  of the state and its residents.

(b) The l e g i s l a t u r e  intends that

(1) i n f o r m a t i o n  resourc es b e  e f f i c i e n t l y  and c o s t - e f fectively 

mar aged t h rough a p p r o p r i a t e  t e c h n o l o g i c a l  systems that unify, combine, or 

i n t e r c o n n e c t  the d i v erse scientific, n a t u r a l  resource, and engineering 

i n f o r m a t i o n  systems and libraries of the state;

(2) p o l i c i e s  a nd p r o c ess es for c o operacive m an agement, transfer, 

and d i s s e m i n a t i o n  of i n f o r m a t i o n  be d e v e l o p e d  b e t w e e n  federal, state, 

munici p a l ,  and u n i v e r s i t y  systems and libraries;
I

(3) an i n f o r m a t i o n  n e t w o r k  to p r ovide i n f o r m a t i o n  services to 

state, feJ^ral, m unic i p a l ,  and u n i v e r s i t y  r e s e a r c h  o r g a n i z a t i o n s  and the 

pu b l i c  a nd p r ivate sectors of the state be p r o mot ed and supported;

(4) a p p r o p r i a t e  roles w i t h i n  the inform a t i o n  n e t w o r k  est ab l i s h e d  

in *-his A c t  be d e s i g n a t e d  for state agencies and the U n i v e r s i t y  of Alaska.

* Sec. 2, AS 4 4 . 1 9.253 is a m ended to read:

Sec. 44.19.253. S T A T E M E N T  OF POLICY. It is the p o l i c y  of the 

state in AS 44.19.251 - 44.19.270 [AS 44.19.251 - 44.19.265,] to

r e c o g n i z e  the important  role that science, natural resources, [SCIEN­

TIFIC] and e n g i n e e r i n g  r e s e a r c h  and [SCIENCE] education p l a y  for the 

people of the state and the entire nation. The policy will make it 
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po s s i b l e  to

“ • ,
(1) find, develop, and m a n a g e  the n a t u r a l  r e n e w a b l e  and 

n o n r e n e w a b l e  resources of the state's land and w a t e r  e c o n o m i c a l l y  and
J

in an enyiro n m e n t a l l y  a c c e p t a b l e  fashion;

(2) m anage the u nique features of the envi ronment, fauna, 

and flora of the state a n d  p r otect them from h a r m f u l  m a n - m a d e  and 

n a t u r a l  influences;

(3) i nv estigate and m i t i g a t e  the effects of n a t u r a l  hazards 

such as earthquakes, v o l c a n i c  eruptions, avalanches, permafrost,  and 

other hazards that occur in the state;

(4) construct, operate, and m a i n t a i n  t r a n s p o r t a t i o n  s y s­

tems, communications, housing, and other facilities  s u i t e d  to the 

state's conditions;

(5) develop n e w  technologies a d a pted to the u n i q u e  c o n­

ditions and needs of the state;

(6) improve the h e a l t h  and w e l l  b e i n g  t h r o u g h  the life 

cycle of the state's inhabitants; and

(7) identify a n d  address future social a nd e c o n o m i c  chal-
(

lenges facing the state.

Sec. 3. AS 44.19.757(a) is a m ende d to read:

(a) The commis sion is composed of seven [FIVE] m e m b e r s  w h o  have 

e xper ience in science or e n g i n e e r i n g  activities r e l a t e d  to the duties 

of the commiss ion and w ho are appo inted by the g o v e r n o r  as follows:

(1) one m e m b e r  [IS TO BE] appointed from indiv i d u a l s  from 

the academic institutions of the state w i t h  e x p e r t i s e  in areas of 

resea r c h  relating to the state including the physical, biolog: .1, 

health, environmental, social, and behavioral sciences;

(2) one m e m b e r  [IS TO BE] appointed from i ndivi d u a l s  who 

are e n gaged in a ctivities f urthe ring the w e l f are of the h u m a n  and
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physical e n v ironment and w h o  have expe rtise in areas of research
U' ’ r » 

r e l ating to the state, i n c l u d i n g  the physical, biological, health,

environmental, social, and b e h a v i o r a l  sciences;
/
; (3) one m e m b e r  [IS T O  BE] appoi n t e d  from state departments

w i t h  r e s e a r c h  needs; [AND]

(4) one m e m b e r  [IS T O  BE] appoint ed from indiv iduals f a m i l­

iar w i t h  the state and r e p r e s e n t a t i v e  of the needs and interests of

private industry;

(5) the individual w h o  serves as the senior science advisor

to the g o v erno r [IN THE G O V E R N O R ' S  OFFICE], who serves as c h a i r m a n  and

director of the comm is s i o n ^

(6) one m e m b e r  a p p o i n t e d  f^om the general public; and

(7) one m e m b e r  a p p o i n t e d  from individuals w i t h  experience 

in scientific, natural resource, and e ngin eering inform a t i o n  m a n a g e­

ment and p o l i c y .

* Sec. 4. AS 44.19.263 is a m e n d e d  to read:

Sec. 44.19.263. DUTIES O F  THE COMMISSION. The c o m m i s s i o n  shall

(1) [WITH THE S E N I O R  SCIENCE ADVISOR,] develop and recom-I
m e n d  an i nte grated state r e s e a r c h  policy;

(2) provide p o l i c y  information to the g o v e r n o r  a n d  the 

legislature on matters that h a v e  s c i e n t i f i c , natural resource, and 

e n g i n e e r i n g  significance;

(3) receive s c i e n t i f i c , natural resource, and eng ine e r i n g  

information from the academic and industrial communities;

(4) act in an a d v o c a c y  role for s c i e n t i f i c , n a tural r e­

source , and engineering issies and science education important to the 

state that might otherwise be overlooked;

(5) assist state agencies in assessing r e s earch needs and 

e s t ablishi ng priorities a mong them;
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(6) faci li t a t e  c o o p e r a t i o n  b e t w e e n  state a g e ncies and the
v  m #| ^

Univer s i t y  of A la ska and o ther academic i n s t i t u t i o n s  and industry;

(7) r e c o m m e n d  m e t h o d s  to improve l o g i s t i c a l  p l a n n i n g  and
I

support for n e e d e d  state research;

(8) suggest m e t h o d s  for impro v i n g  e f f i c i e n t  sharing and 

d i s s emina tion of data and i n f o r m a t i o n  in the state a m o n g  interested 

public and p r i v a t e  institutions;

(9) p r omote science e d u c ation and t r a i n i n g  for yo ung s c i e n­

tists and e n g i ne ers to p u r s u e  careers in the state and the Arctic;

(10) coope r a t e  w i t h  the F e d eral A r c t i c  R e s e a r c h  Commission 

and the I n t e r a g e n c y  A r c t i c  R e s e a r c h  P o l i c y  C o m m i t t e e  in the f o r m u l a­

tion of [THE] A r c t i c  r e s e a r c h  a n d  inform a t i o n  policy; and

(11) n o t  later than S e p t e m b e r  30 of each year, p r es ent to 

the governor the comm is s i o n ' s  r e c o m m e n d e d  r e s e a r c h  p r i o r i t i e s  of the 

state for the ne xt fiscal year.

* Sec. 5. AS 44.19.263 is a m e n d e d  b y  a ddi ng n e w  s u b s e c t i o n s  to read:

(b) The comm is s i o n  m a y

(1) receive m o n e y  f r o m  private and g o v e r n m e n t  sources;
f

(2) awa rd cont racts and grants to a c c o m p l i s h  the purposes 

of AS 44.19.251 - 44.19.265.

(c) The com mi s s i o n  shall conduct an annual p o l i c y  r e v i e w  of the 

programs of agencies of the state .-md the U n i v e r s i t y  of A l aska c o n­

cerned w i t h  the acquisition, management , transfer, circulation, and 

di s s eminat ion of scientific, n a t u r a l  resource, and e n g i n e e r i n g  i n f o r­

mation, data, or m a t e r i a l s  and m a y  dev elop and r e c o m m e n d  appropriate 

policies for organi z a t i o n s  i n v olved w i t h  such activities, including

(1) changes in the structure of an a gency r e s p o n s i b l e  for 

information services and m a n a g e m e n t  to increase efficiency, c o o r d i n a­

tion, or c o o p e r a t i o n  w i t h  agencies of the federal, state, and
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m u n i c i p a l  governments, and u n i v e r s i t i e s  conducting r e s e a r c h  on Alaskan 

or arctic subjects;

(2) means to ensure access to informa tion and data in the
t

fields o-f n a t u r a l  resources, science, and engineering;

(3) approp r i a t e  b u d g e t a r y  all ocations b y  o r g a n i z a t i o n  or

f u n c t i o n .

* Sec. 6. AS 44.19 is a m e n d e d  b y  adding a n e w  section to read:

Sec. 44.19.264. D E S I G N A T I O N  OF I N FORMATION C O L L E C T I O N  R E P O S I­

TORIES. (a) A  state agency m a y  j o i n  the C o uncil on Northern 

Resour ces I n f o r m a t i o n  M a n a g e m e n t  and p a r t i c i p a t e  in c o o p e r a t i v e  i n f o r­

mat i o n  and data m a n a g e m e n t  sharing and dissem i n a t i o n  programs.

(b) The c o m m i s s i o n  shall use the Council on N o r t h e r n  Resources 

Inform ation M a n a g e m e n t  as an a d v i s o r y  group for the d e v e l o p m e n t  of 

state policy on c ooperative i nt eragency information m a nagement, s h a r­

ing, and dissemination.

(c) The A l a s k a  state library and the R a s m u s o n  L i b r a r y  of -the 

Un i v e r s i t y  of A l a s k a - F a i r b a n k s  m a y  b e  designat ed as p r i m a r y  library 

inform a t i o n  c o l l e c t i o n  r e p ositories and centers for scientific,
f

na t u r a l  resource, and engine e r i n g  knowledge.

(d) Each state a g en cy and each organi z a t i o n a l  unit of the 

U n i v e r s i t y  of A l a s k a  shall m a i n t a i n  a listing and d e s c r i p t i o n  w i t h  the 

commis sion and w i t h  the Council on Nort hern R e s o u r c e s  Informat ion 

Ma n a g e m e n t  of the n a tura l resource, scientific, and e n g i n e e r i n g  data 

bases that the a g ency or unit has d e v e lop ed and is m a i n t a i n i n g .  The 

listing shall be r e vised  and submitted to the c o m m i s s i o n  and the 

council annually. P r o p r i e t a r y  data m a y  be protected u n d e r  law.

(e) The Arcti c Envir o n m e n t a l  Informat ion and Data C e nter of the 

Univer s i t y  of A l a s k a - A n c h o r a g e  shall p r ovide profes s i o n a l  i nfor mation 

acquisition activities, investigat ions and searches, or information
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c o n s u l t a t i o n  liaison and referral services, or inform a t i o n  d i s s e m i n a­

tion sdfvices, u n d e r  appropriate terms and conditions, to the c o m m i s­

sion, a ny a g e n c y  of the state or uni t of the U n i v e r s i t y  of Alaska, or 

to the /public and to private i n d ustr y in the fields of n a tur al
I .

resource, s cientific  and e n g i n e e r i n g  research, m a n a g e m e n t  and 

d e v e l o p m e n t  knowledge. The center m a y  acquire and m a i n t a i n  current or 

h i s t o r i c  i n f o r m a t i o n  collections, data bases or referral systems, or 

direct o r i e s  to a c c o m p l i s h  these services and prepare, publish, and 

di s s e m i n a t e  a p p r o p r i a t e  books, reports, maps, films, and other m e d i a  

to m e e t  the needs of governments and the public and p r i vate sectors. 

The c enter m a y  also share facilities and offer support services to 

a p p r o p r i a t e  g o v e r n m e n t a l  agencies or u n i v e r s i t y  units w h o s e  miss ions 

are e n h a n c e d  by, and are compatible with, the ope ration of the center. 

The center shall a d m i n i s t e r  the A l a s k a  State Climate Center e s t a b­

lished u n d e r  AS 14.A O . 085 in coo per a t i o n  w i t h  the regional  office of 

the N a t i o n a l  W e a t h e r  Service and the Natio n a l  Climatic Data Center 

u n d e r  c o o p e r a t i v e  agreements au thorized b y  law.

*  S e n  . 7 ^ ^ A S ^  4 4  . 1 9  i s  11 v ru U umui—< ^ x fa L o r i_ f~ n  r p a d - ___________

^  Sec. 44.19.264. APPROPRIATIONS. A p p r o p r i a t i o n s  m a d e  for the

*^3 purposes of AS 44.19.251 - 44. 19.265 are not o n e - year a p p r o pri ations 

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 m a y  be 

cited as the A l a s k a  Science, Natural Resources, and E n g i n e e r i n g  

[RESEARCH] P o l i c y  Act.

* Sec. 9. N o t w i t h s t a n d i n g  AS 44.19.259, the initial terms of m e mbers of 

the science and e n g i n e e r i n g  advisory commission appo inted un der AS 44.19.- 

257(a)(6) and (7), enacted b y  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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O r i g i n a l  sponsors: Josephson , Faiks,
Uehling, et al.

IN THE S ENATE

CS F O R  SENATE B I L L  NO. 232 ( # 0 7 )

IN THE L E G I S L A T U R E  O F  T H E  S TATE OF A L A S K A  

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

A  BI LL

F o r  an A c t  entitled: "An A c t  e s t a b l i s h i n g  a state a d v i s o r y  c o m m i t t e e  on

Alaska-U.S. A r c t i c  i n f o r m a t i o n  policy; and p r o v i d i n g  

for an e f f e c t i v e  date."

BE IT E N A C T E D  BY T H E  L E G I S L A T U R E  OF T H E  S T A T E  OF ALASKA:

* S e c t i o n  1. F I N DINGS A N D  PURPOSE. (a) The l e g i s l a t u r e  finds that

(1) a c o n t i n u i n g  state e f f o r t  is n e e d e d  to e n s ure the e f f i cient 

acquisi tion, storage, retrieval, transfer, a n d  d i s s e m i n a t i o n  of c u rrent and 

r e s e a r c h - d e r i v e d  sci en t i f i c  and e n g i n e e r i n g  k n o w l e d g e  c o n c e r n i n g  the 

n a t u r a l  r e s o u r  es, environments, c o m munities,  and h u m a n  c onditions present 

in the state;

(2) there is n o  formal o r g a n i z a t i o n  u n i t i n g  state, federal 

m unicipal, and u n i v e r s i t y  i n f o r m a t i o n  centers, libraries, and data systems;

(3) the state has m a d e  a c o n s i d e r a b l e  inves.tment in the o p e r a­

tion of i n f o r m a t i o n  and data systems t h r o u g h  its f u n d i n g  of r e s o u r c e  m a n­

agement and s cientific  enterprise, and the p r e s e r v a t i o n  of the i n f o r m a t i o n  

represen ts an investme nt that the state s h o u l d  p r o t e c t  b y  the i n c l u s i o n  of 

the i n f o r m a t i o n  w i t h i n  an a c c e s s i b l e  system;

(A) it is incumbent on each r e c i p i e n t  of state funding, w h e t h e r  

an i ndivid ual grantee or the a d m i n i s t r a t o r  of a state program, to m a k e  

i n f o r m a t i o n  a v a i lable for state purposes;

(5) the i n t e r a g e n c y  C o u n c i l  on N o r t h e r n  Reso u r c e s  I n f o r m a t i o n  

M a n a g e m e n t  has as its o b j e ct ive the e f f i c i e n t  m a n a g e m e n t  and s h aring of 

scientific, natural resource, and e n g i n e e r i n g  infor m a t i o n  and data;

(6) plans for the t e r m i n a t i o n  or c u r t a i l m e n t  of inform a t i o n
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centers, libraries, and data systems in g o v e r n m e n t  and at the U n i v e r s i t y  of 

A l a s k a  t h r e a t e n  s e r i o usly the e n h a n c e m e n t  and g rowt h of the economy of the 

state; the e f f i c i e n t  intera g e n c y  m a n a g e m e n t  and sharing of scientific, 

n a t u r a l  resource, a n d  e ngine e r i n g  information; the c a p acity of state g o v­

ernment to use a c c u m u l a t e d  i n format ion and to make t e chnica lly correct 

decisions i n v o l v i n g  science, n a tural resources, and engineering; and the 

a b i l i t y  of the publi c to secure n e c e s s a r y  information; and

(7) the c ollective k n o w l e d g e  and i nformati on available in l i­

braries and i n f o r m a t i o n  centers in the state  repr e s e n t  w e a l t h  to the state 

and p r o f o u n d l y  affect the w e l l - b e i n g  of the state and its residents.

(b) The l e g i s l a t u r e  intends that

(1) i nfo rmation r esources be e f f i c i e n t l y  and c o s t - e f f e c t i v e l y  

m a n a g e d  t h r o u g h  a p p r o p r i a t e  technolo gical systems that unify, combine, or 

inter c o n n e c t  the diverse scientific, n a t u r a l  resource, and e n ginee ring 

in f o r m a t i o n  systems and libraries of the state;

(2) p o l icies and processe s for c o o p e r a t i v e  management, transfer, 

and d i s s e m i n a t i o n  of inform a t i o n  be d e v e l o p e d  b e t w e e n  federal, state, 

municipa l, and u n i v e r s i t y  systems and libraries;

(3) an inform a t i o n  n e t w o r k  to p r o v i d e  i n for mation services to 

state, federal, municipa l, and u n i v e r s i t y  r e s e a r c h  organizati ons and the 

public and p r i v a t e  sectors of the state be p r o m o t e d  and supported;

(4) a p p r o p r i a t e  roles w i t h i n  the i nform a t i o n  n e t w o r k  e s tabl ished 

in this A c t  be d e s i g n a t e d  for state agen cies and the U n i v e r s i t y  of Alaska.

* Sec. 2. AS 44.19 is a m ended by adding n e w  sections to read:

A R T I C L E  14B. STATE A D V I S O R Y  C O M M I T T E E  ON A L A S K A  - 

U.S. A R C T I C  I N F O R M A T I O N  POLICY.

Sec. 44.19.270. S T A T EMENT OF POLICY. It is the policy of the 

state in AS 44.19.270 - 44.19.290 to r e c o g n i z e  the important role that 

science, n a t ural resources, and e n g i n e e r i n g  res earch and educatio n 
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p l a y  for the people of the state and the entire nation. The policy 

w i l l  m a k e  it possible to

(1) find, develop, and m a n a g e  the n a t u r a l  r e n e w a b l e  and 

n o n r e n e w a b l e  resources of the state's land and w a t e r  e c o n o m i c a l l y  and 

in an e n v i r o n m e n t a l l y  a c c e p t a b l e  fashion;

(2) manage the u n i q u e  f e a tures of the environment, fauna, 

and flora of the state and p r o t e c t  t h e m  from  h a r m f u l  m a n - m a d e  and 

n a t u r a l  i n f l u e n c e s ;

(3) investigate and m i t i g a t e  the effects of n a tura l h a zards 

such as earthquakes, v o l c a n i c  eruptions, avalanches, permafrost , and 

other h a z a r d s  that occur in the state;

(4) construct, operate, an d m a i n t a i n  t r a n s p o r t a t i o n  s y s­

tems, communications, housing, and o t h e r  facilit ies suited to the 

state's conditions;

(5) develop n e w  t e chnolo gies adapted to the u n i q u e  c o n­

ditions and needs of the state;

(6) improve the h e a l t h  and w e l l  b e i n g  through the life
■

cycle of the state's inhabitants; and

(7) identify and address f utu re social and e c o nomic c h a l­

lenges f acing the state.

Sec. 44.19.275. E S T A B L I S H M E N T  OF T H E  ALASKA-U.S. A R C T I C  I N F O R M A­

TIO N  P O L I C Y  COMMITTEE. (a) The state a d v i s o r y  c o m m ittee on Alaska- 

U.S. A r c t i c  informatio n p o l i c y  is e s t a b l i s h e d  in the Office of the 

Governor.

(b) T he committee is composed of seven members.

(c) Five members shall be a p p o i n t e d  by the g o v er nor as follows:

(1) one m e m b e r  shall be a p p o i n t e d  fro m the faculty of the 

U n i v e r s i t y  of Alaska;

(2) three m e m b e r s  shall be a p p o in ted from the state

-3- CSSB 232( )



1

2

3 I

4 I

5 

6

7

8 

9

10

11

12

13

14

15

16

17

18

19

20 

21 

22

23

24

25

26

27

28 

29

m e m b e r s h i p  of the Council on N o r t h e r n  R e s o ur ces I n f o r m a t i o n  

M a n a g e m e n t ;

(3) one m e m b e r  shall be a p p o i n t e d  from the g e n era l public.

(d) The senior science advisor to the g o v e r n o r  and the d i r e c t o r

of libraries are m e m b e r s  of the comm ittee ex officio.

(e) The gover n o r  shall designate a p r e s i d i n g  o f f i c e r  for the

committee.

(f) M e m b e r s  of the committee serve terms e s t a b l i s h e d  u n d e r  

AS 39.05.060.

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

c o m m i t t e e  m a y

(1) r e cei ve m o n e y  from p r i v a t e  and g o v e r n m e n t  sources; and

(2) a w a r d  contracts and grants to a c c o m p l i s h  the p u r p o s e s  

of AS 44. 19.270 - 44.19.290.

(b) The committee shall conduct an annual p o l i c y  r e v i e w  of the

progra ms of ag encies of the state and the U n i v e r s i t y  of A l a s k a  c o n­

cerned w i t h  the acquisition, manage ment, transfer, circulation, and 

d i s s e m i n a t i o n  of scientific, natural  resource, and e n g i n e e r i n g  i n f o r­

mation, data, or m a t e r i a l s  and m a y  develop and r e c o m m e n d  a p p r o p r i a t e  

policie s for o r g aniz ations involved w i t h  such activities, i n c l u d i n g

(1) changes in the structure of an a g e n c y  r e s p o n s i b l e  for 

i nformation  services and m a n a g e m e n t  to increase efficiency, c o o r d i n a­

tion, or c o o p e r a t i o n  w i t h  agencies of the federal, state, and m u n i c i­

pal governments, and u n ive rsities conduc t i n g  r e s e a r c h  on A l a s k a  or 

arctic subjects;

(2) means to ensure access to i nformatio n and data in the ‘ 

fields of natura l resources, science, and engineering;

(3) appropriat e budge t a r y  a llocatio ns by o r g a n i z a t i o n  or

f u n c t i o n .
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Sec. 44.19.285. D E S I G N A T I O N  OF M A N A G E M E N T  ROLES IN C O O P E R A T I V E  

I N F O R M A T I O N  A N D  D A T A  M A N A G E M E N T  F O R  A N  ALASKA-U. S. A R C T I C  I N F O R M A T I O N  

NETWORK. (a) A  state a g e n c y  m a y  j o i n  the Council on N o r t h e r n  R e­

sources I n f o r m a t i o n  M a n a g e m e n t  a nd p artic i p a t e  in coope r a t i v e  i n f o r­

m a t i o n  and data m a n a g e m e n t  s h aring and d i s s e m i n a t i o n  programs.

(b) The committee shall use the Council on N o r t h e r n  R e s o u r c e s  

I n f o r m a t i o n  M a n a g e m e n t  as an a d v i s o r y  group for the d e v e l o p m e n t  of 

state p o l i c y  on cooper a t i v e  i n t e r a g e n c y  inf orm a t i o n  management , s h a r­

ing, and dissemination.

(c) The A l a s k a  State L i b r a r y  a n d  the R a s m u s o n  L i b r a r y  o f  the 

U n i v e r s i t y  of A l a s k a - F a i r b a n k s  m a y  be desi gn a t e d  *as p r i m a r y  lib rary 

i n f o r m a t i o n  c o llection re posi t o r i e s  and centers for scientific, 

n a t u r a l  resource, and e n g i n e e r i n g  knowledge.

(d) Each state a g e n c y  and each o r g a n i z a t i o n a l  u n i t  of the 

U n i v e r s i t y  of A l a s k a  shall m a i n t a i n  a list ing and description w i t h  the 

c o m m i s s i o n  and w i t h  the Council  on N o r t h e r n  Resources I n f o r m a t i o n  

M a n a g e m e n t  of the n a t u r a l  resource, scientific, and e n g i n e e r i n g  data 

bases that the agency or unit has d e v e l o p e d  and is m a i ntainin g. The 

listing shall be revised and su bmitted to the committee and the c o u n­

cil annually. P r o p r i e t a r y  data m a y  be p r o t e c t e d  u n d e r  law.

(e) The Arctic E n v i r o n m e n t a l  I n f o r m a t i o n  and Data C ent er of the 

U n i v e r s i t y  of A l a s k a - A n c h o r a g e  shall p r o v i d e  p r o f e s s i o n a l  i n f o r m a t i o n  

a c q u i s i t i o n  activities, i n v e s tigation s and searches, in for m a t i o n  

c o n s u l t a t i o n  liaison and r e f erral services, and i n f o r m a t i o n  d i s s e m i n a­

tion services, under a p p r o p r i a t e  terms and conditions, to the c o m m i t­

tee, any a genc y of the state or unit of the U n i v e r s i t y  of Alaska, or 

to the public and to private  industry in the fields of n a t u r a l  r e­

source, scientific and e n g i n e e r i n g  research, m a n a g e m e n t  and d e v e l o p­

ment knowledge. The center m a y  acquire and m a i n t a i n  current or
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h i s t o r i c  i n f o r m a t i o n  collectives, data b a s e s  or r e f err al systems, or 

d i r e c t o r i e s  to a c c o m p l i s h  these s e r v i c e s  and prepare, publish, and 

d i s s e m i n a t e  a p p r o p r i a t e  books, reports, maps, films, and oth er me dia 

to m e e t  the n eeds of g o v e r n m e n t s  and the p u b l i c  and p r i v a t e  sectors. 

The c e n t e r  m a y  also share f a c i l i t i e s  a n d  o f f e r  support services to 

a p p r o p r i a t e  g o v e r n m e n t a l  a g e n c i e s  or u n i v e r s i t y  units w h o s e  m i s sions 

are e n h a n c e d  by, and are c o m p a t i b l e  with, the o p e r a t i o n  of the center. 

The c e n t e r  shall a d m i n i s t e r  the A l a s k a  State Cli mate C e n t e r  e s t a b­

lished u n d e r  A S  1 A. A O . 085 in c o o p e r a t i o n  w i t h  the r e g i o n a l  o ffic e of 

the N a t i o n a l  W e a t h e r  Service a n d  the N a t i o n a l  C l i m a t i c  Dat a Center 

un d e r  c o o p e r a t i v e  agre ements a u t h o r i z e d  b y  law.

Sec. A A . 19.290. A P P R O P R I A T I O N S .  A p p r o p r i a t i o n s  m a d e  for the 

p u r p o s e s  of AS A A . 19.270 - A A . 19.290 are n o t  o n e - y e a r  a p p r opri ations 

and do n o t  l apse unde r AS 3 7 . 2 5 . 0 10.

* Sec. 3. T h i s  A c t  takes effect i m m e d i a t e l y  u n d e r  AS 01.10.070(c).
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APR 2  3  1987

37 Glacier. #3 
Fairbanks, Ak Q97G1

April 21, 1987

Honorable Paul A, Fischer 
P.O. Box V
Juneau, Alaska 99811 
Dear Senator Fischer,
After having reviewed Senate Bill No. 232, "An Act relating to a 
science, natural resource, and engineering policy...," with 
several of my colleagues in the Alaska Library Association, I 
feel that the bill presents a number of potential jurisdictional 
and governance problems that should be addressed by the entire 
community of custodians and deliverers of information before it 
is adopted. Additionally, I feel that the bill implies a 
funding commitment on the part of the state that may be difficult 
to justify and difficult to sustain, particularly when a number 
of existing information-related programs have been severely 
curtailed.
I urge you and members of the Senate HESS committee to proceed 
cautiously with this bill and, in particular, to solicit 
testimony about its potential impact from the Alaska State 
Library, from librarians and information deliverers associated 
with the- University of Alaska, and from other information 
custodians throughout the state.
Sincerely,

Michael L. Herman
Alaska Library Association
Governmental Relations Committee
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STATEMENT O F  B A R B A R A  SOKO LOV 
IN CONSID E R A T I O N  O F  SB 232 

BE F O R E  THE
ALASKA S ENATE C O M M ITTEE ON HEALTH, EDUCATION, AMD SOCIAL S ERVI C E S

A PRIL 29, 1987

Chairman Fischer, members of the Committee:

My  n a m e  is B a r b a r a  Sokolov. I am the s u p e r v i s o r  of the Info rmation 
Services D i v i s i o n  of the Arctic Enviro n m e n t a l  Information and Data 
Center (AEIDC).

With the e n a c t m e n t  of the federal A r c t i c  R e s earch &. Policy Act of 
1.984, W a s h i n g t o n  d i s c o v e r e d  the Arctic. This federal Aet c l o s e l y  
links research and the m a n a g e m e n t  of d a t a  and information. The 
p r e s i d e n t i a l l y  a ppoi n t e d  Arctic R e s e a r c h  C o m m i s s i o n  and the G o v e r n o r  
of A l a s k a  t o g e t h e r  identified t hree areas of p r i o r i t y  for federal- 
state cooperation, and the first of these p r i o r i t i e s  was the 
ma n a g e m e n t  of a r ctic data and information. The health of a rc tic 
peoples and the a r ct ic fisheries r e s o urces were the other two p r i o i t y  
areas for c o o p e r a t i v e  efforts.

I have just c o m p l e t e d  a year long effort, funded by the National 
Science Foundation, to d e v e l o p  a d e sign plan for a national arctic 
information network. The o b j e ctive of the a r ctic information n e t w o r k  
is to e nab le a user to as certain if i n form ation or d a t a  on a 
p a r t i c u l a r  a spect of the arctic exists, and if so h o w  and where to 
obtain it. Obviously, the State of A l a s k a  has a major stake in a 
nationa l a r ctic information network. This bill, with the ame ndm e n t s  
we offer, or in its original form, d e s i g n a t e s  an official Alaskan 
r e p r esentation to serve as a p a r t n e r  in the e s t a b l i s h m e n t  and 
go v e r n a n c e  of a national arctic information network.

The lynchpin of this n e t w o r k  is the linking of collectors of arctic 
information m o r e  d i r e c t l y  with t h e  users of information: the
decision-makers, developers, special interest groups and the g e ner al 
public. AEIDC has pr ovided this key referral s e r v i c e  to Alaskans for 
the past 15 years. This bill brings together, at a p o l i c y  level, the 
research ers or collectors  of informat ion and the managers of tha t 
information and data. It also p r o vides a s t a t u t o r y  basis for AE..DC to 
continue its w o r k  in h e lping to identify, c o ll ect and d i s s e m i n a t e  
technical i nforma tion and data.

Those o u tside A laska who are involved with t h e s e  federal a r ctic 
research interests and planning, are u n a b l e  to u nd erstand the c u r r e n t  
course of action in our State, With the p r o p o s e d  elimination of both 
the Health Scienc es L i b rary and AEIDC, A l a s k a  seems to be m o v i n g  in 
the o p p osite d i r e c t i o n  of the areas of federal concern in the Arctic. 
Senate Bill 232 corrects this impression by establ i s h i n g  a basis for 
Alaska's part in a national arctic information network. We should 
seise this o p p o r t u n i t y  to p r o v i d e  leadership and to c o o r d i n a t e  with 
federal efforts for the d e v e l o p m e n t  of such a n e t w o r k  that can so 
g r e a t l y  benefi t Alaska.

D e c i sions c o n c e r n i n g  the Arctic and the m a n a g e m e n t  of arctic: 
information are g o i n g  to be made in W a s h i n g t o n  in the comin g months.
If A laska  does n ot act positively, these d e c i s i o n s  of such vital 
concern to us will be made w i t h o u t  our p a r t i c i p a t i o n  and with scant 
attention to our interests.



STATEMENT OF 
DAVID M. HICKOK 

BEFORE
THE ALASKA STATE SENATE 

COMMITTEE ON HEALTH, EDUCATION, AND SOCIAL SERVICES
IN CONSIDERATION OF SB232 

APRIL 29, 1987

Chairman Fischer, members of the Committee, my name is David Hickok. I 
am director of the University of Alaska's Arctic Environmental Information and 
Data Center, current president of the Alaska Academy of Engineering and 
Sciences and past chairman of the Alaska Council on bcience and Technology. I 
have been involved with science policy—particularly arctic science policy 
since 1964 when I began working with Bob Bartlett on his ideas that U.S. 
arctic policy should equate with U.S. Antarctic interests. For 21 years 
I carried this dream forward, virtually alone. In 1968 in my capacity with 
the Federal Field Committee for Development Planning in Alaska (the post 1964 
earthquake reconstruction group), I helped place on President Johnson's desk a 
United State's policy for arctic interests. The president was ill in the 
later days of his office and did not sign this policy. In 1981 U.S. arctic 
policy interests were resurrected in a white paper authored by me and four 
colleagues entitled U.S. Arctic Science Policy.

This paper was the foundation of legislation sponsored by Senators 
Murkowski, Stevens, and Jackson—which I also helped prepare and which 
ultimately became law as the U.S. Arctic Research and Policy Act.

During the Hammond administration I helped establish the Alaska Council 
on Science and Technology. In all of these involvements, I have been driven 
by three primary objectives:

1lG/309a - 1 -



First, that the national interest in the arctic deserved greater 
attention.

Second, that the state of Alaska needed to assert its state interests 
aggressively in order to counterbalance federal dominance.

Third, that engineering and science knowledge needed to be directly 
applied to the practical matters of natural resource development, better 
communities, improved transportation, etc.—that science and technology should 
serve the needs and aspirations of society.

Perhaps this concept came from years of earlier experience as a farmer, 
researcher, logger, engineer, and builder.

It is, nevertheless, from this background that I speak to you today.
My essential message to you is:
(1) that federal law links U.S. arctic science policy and programs to

foundations of policies and programs in knowledge transfer for the societal
objectives of both the nation and the state;

(2) that former Governor Sheffield and U.S. Arctic Research Commission
Chairman James Zumberge expressed jointly in their letter of January 31, 1986,
that their first science policy priority was the formulation of an 
Alaska/Arctic information network—they requested action to that end;

(3) that the Alaska science policy statute, unlike federal law, is 
currently silent on this essential linkage of science and information policy 
and that this omission in the original statute should be corrected; and

(4) that the opportunity exists, here and now, to pass nut SB 232 and to 
demonstrate Alaska's commitment to U.S. arctic policy interests through 
partnerships between science and information networking.
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- awareness of the importance of natural resource, scientific, and 

engineering information to the state;
- that this information and knowledge equates with wealth; it is worth 

money, both domestically and as an exportable commodity;
- that the Alaska Science and Engineering Advisory Commission can and 

should be strengthened by linkage between science and information 
policies and more direct concern with the interreaction between 
natural resource and science and engineering policy matters;

- that the existing informal considerations of the interagency 
(federal, state, municipal, university, and private) Council on 
Northern Resources Information Management (CONRIM) could be greatly 
strengthened by direct state recognition and relationship;

- that the state's relationship to the U.S. Arctic Research Commission 
and the U.S. Interagency Arctic Research Policy Committee would be 
strengthened by the CONRIM connection since CONRIM is envisioned 
within the National Arctic Information Network Plan as the 
interagency mechanism, supported equally by federal and state policy 
input, which will execute information transfer programs; and

- that the planning process for the implementation of a national 
arctic information network will be expedited greatly by the 
designation of information policy and management roles within state 
agencies and the university.

With the linkage of science and information policy vested in the Alaska 
Science and Engineering Advisory Commission, as proposed by SB 232, the stage 
is set for the execution of the partnership between the state and the federal 
government for an Alaska/arctic information network. Without action by 
Alaska, I fear that the federal agencies will proceed unilaterally in their
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advocacy of a five-year arctic research plan before the Congress this summer 
including the establishment and operation of a national arctic information 
network. This would indeed be a sad and unnecessary happening and would not 
bode well for Alaska's interests.

So much for background and reasons. My colleague Barbara Sokolov will 
tell you a bit more aout the National Arctic Information Network, and I will 
go step by step through SB 232 commenting upon specific proposed changes.
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FISCAL NOTE

CSSB 232 ( ) O f f i c e  o f  t h e  G o v e r n o r

A c c o r d i n g  t o  t h i s  b i l l ,  "The A r c t i c  E n v i r o n m e n t a l  
I n f o r m a t i o n  and D a ta  C e n t e r  o f  t h e  U n i v e r s i t y  o f  
A la s k a -A n c h o r a g e  s h a l l  p r o v i d e  p r o f e s s i o n a l  i n f o rm a t i o n  
a c q u i s i t i o n  a c t i v i t i e s ,  i n v e s t i g a t i o n s  and s e a r c h e s ,  
i n f o r m a t i o n  con s  i l t a t i o n  l i a i s o n  and r e f e r r a l  s e r v i c e s ,  and 
i n f o r m a t i o n  d i s s e m i n a t i o n  s e r v i c e s ,  . . .  may a c q u i r e  and 
m a i n t a i n  c u r r e n t  o r  h i s t o r i c  i n f o r m a t i o n  c o l l e c t i o n s ,  d a t a  
b a s e s  o r  r e f e r r a l  s y s tem s  o r  d i r e c t o r i e s  t o  a c c om p l i s h  t h e s e  
s e r v i c e s  and p r e p a r e ,  p u b l i s h ,  and d i s s e m in a t e  a p p r o p r i a t e  
b o o k s ,  r e p o r t s ,  maps, f i l m s ,  and o t h e r  med ia  t o  meet th e  
n eed s  o f  g ov e rnm en t s  and th e  p u b l i c  and p r i v a t e  s e c t o r s . "
I t  i s  a ssumed , t h e n ,  t h a t  t h e r e  w ou ld  b e  no s t a f f i n g  
r e q u i r e m e n t s  made on t h e  O f f i c e  o f  t h e  G o v e r n o r  o t h e r  th an  
t h e  ex  o f f i c i o  membersh ip  o f  t h e  G o v e r n o r ' s  s e n i o r  s c i e n c e  
a d v i s o r ,  and t h a t  c o s t s  a s s o c i a t e d  w i t h  t h e  a c q u i s i t i o n ,  
m a in t e n a n c e  and r e p o r t i n g  f u n c t i o n s  d e s c r i b e d  i n  t h i s  b i l l  
w ou ld  b e  b o r n e  b y  t h e  A r c t i c  E n v i r o n m e n t a l  I n f o r m a t i o n  and 
D a t a  C e n t e r  o f  t h e  U n i v e r s i t y  o f  A l a s k a -A n c h o r a g e  (AEIDC) ..
The b i l l  s t a t e s  t h a t  th e  Commit tee  i s  " e s t a b l i s h e d  i n  th e  
O f f i c e  o f  t h e  G o v e r n o r , "  t h a t  members " s h a l l  be a p p o i n t e d  b y  
t h e  G o v e r n o r , "  t h a t  t h e  " s e n i o r  s c i e n c e  a d v i s o r  t o  t h e  
g o v e r n o r "  i s  an ex o f f i c i o  member o f  t h e  c om m i t t e e ,  and t h a t  
t h e  G o v e r n o r  s h a l l  d e s i g n a t e  a p r e s i d i n g  o f f i c e r  f o r  t h e  
C om m i t t e e .  I t  a l s o  p r o v i d e s  t h a t  members o f  t h e  Commit tee  
b e  e l i g i b l e  f o r  t r a v e l  and p e r  d iem ,  and t h a t  t h e  com m i t t e e  
may " ( 1 )  r e c e i v e  money f r om  p r i v a t e  and g ove rnmen t  s o u r c e s ;  
and ( 2 )  award  c o n t r a c t s  and g r a n t s  t o  a c c o m p l i s h  th e  
p u r p o s e s  o f  AS 4 4 . 1 9 . 2 7 0  -  4 4 . 1 9 . 2 9 0 . "
A n a l y s i s  assumes no e x t r a o r d i n a r y  f i s c a l  impac t  t o  t h e  
O f f i c e  o f  t h e  G o v e r n o r  a s s o c i a t e d  w i t h  t h e  a p p o in tm en t  o f  
t h e  membersh ip  o r  t h e  p a r t i c i p a t i o n  o f  t h e  s e n i o r  s c i e n c e  
a d v i s o r .  R e s p o n s i b i l i t y  f o r  payment o f  t r a v e l  and p e r  d iem 
f o r  Commit tee  members i s  u n c l e a r  i n  t h e  l e g i s l a t i o n ;  
h ow eve r ,  s i n c e  r e s e a r c h  and a d m i n i s t r a t i v e  f u n c t i o n s  a p p e a r  
t o  b e  h oused  w i t h  th e  AEIDC, i t  i s  assumed t h a t  t r a v e l  and 
p e r  d iem  c o s t s  a s s o c i a t e d  w i t h  t h e  work o f  t h e  Commit tee 
w ou ld  a l s o  b e  b o r n e  by  t h e  AEIDC.

p a g e  2 o f  _ 2
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W O R K  D R A F T W O R K  D R A F T

5 - 0 9 1 8 B  
F o r d
4 / 2 7 / 8 7  ‘

W O R K  D R A F T

IN THE S E N A T E  K S X J L T T  ^ ^  ^  t\^— BY K E R T T U L A

SUBSTI T U T E  F O R  SENATE B I L L  NO. 235 

IN THE L E G I S L A T U R E  O F  THE S TATE OF A L A S K A  

FIFTEENTH L E G I S L A T U R E  - F I R S T  SESSION

A  BILL

For an Act entitled: "An Act r e l a t i n g  to the m e d i c a l  m a l p r a c t i c e  l i a b i l i t y

revolving loan fund."

BE IT E N A C T E D  BY THE L E G I S L A T U R E  O F  T H E  STATE OF ALASKA:

* S e c ti on 1. AS 21.88.210 is a m e n d e d  by a d d i n g  n e w  subsections to read:

(e) Interest paid on loans u n d e r  (b) of this section, i n c l u d i n g  

i n t erest paid on notes p u r c h a s e d  b y  the D e p a r t m e n t  of R e v e n u e  under

(d) . of this section, shall be d e p o s i t e d  in the general fund. The

D e p a r t m e n t  of A d m i n i s t r a t i o n  shall s e p a r a t e l y  account for depos its 

m a d e  b y  the corpor a t i o n  or the D e p a r t m e n t  of R e venue under this s u b­

section. The annual estima ted b a l a n c e  in the account m a y  b e  a p p r o­

pr i a t e d  by the legislature for the p u r p o s e  of providing gran t funds 

for the cost of liability i n s u r a n c e  f o r ^acut, e _ _ c a x ^hospital s w i t h  a 

pa t i e n t  c a p a c i t y  of not m o r e  than 40 acute care beds.

(f) W h e n  an approp r i a t i o n  is made u n d e r  (e ) of this section, the 

d i r e c t o r  shall provide n otice of the a v a i l a b i l i t y  of the grant funds 

and an a p p l i c a t i o n  to each h o s p i t a l  in the state w i t h  a p a t i e n t

c a p a c i t y  of not more than 40 a c u t e  care beds. The grant funds shall 

be d i s b u r s e d  among those a p p l i c a n t s  a p p l y i n g  w i t h i n  30 days after 

r e c e i v i n g  n o t i c e  of the a v a i l a b i l i t y  of the grant funds f r o m  the 

director. Each eligible a p p l i c a n t  shall receive a percentage of the 

total grant funds ava ilable that corresponds to that a p p l i c a n t’s 

p e r c e n t a g e  of the total n u m b e r  of acute care beds of all e l i g i b l e  

applicants. An applicant m a y  not receive u n d e r  this s u b s e c t i o n  an 

amount of m o n e y  g r ea ter than its cost of li ability insurance f o r  the

-1- SSSB 235
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C L A I M S
T he graph to the right illustrates 

the continuing escalation o f 
claims reported by M ICA  policy­

holders since the company's incorpora­
tion in 1976.

We have added a new column for 
1985 entitled, "Suspense Files" as 
distinguished from repo iled  claims.
This new category relates 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. A lthough 
these potential claims are thoroughly 
investigated to provide the best possi­
ble defense to our insureds, they con ­
tinue to be termed "suspense”  files 
until the patient or the patient's attor­
ney actually makes a dem and 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 judgem ent, will 
most likely result in a dem and for 
compensation at some future dale.

MICA remains the on ly  medical 
malpractice insurance carrier in Alaska 
with a local, "in-house" C la im s D e ­
partment. Our Claims Departm ent is 
staffed by a registered nurse who c on ­
ducts all initial investigations o f poten­
tial claims. She is supported and as­
sisted by MICA’s manager w ho has a 
background of over 3 0  years o f casu­
alty claims experience. She also draws 
upon the medical expertise o f the 
physicians on the MICA B oa rd  o f 
Governors and Risk Management 
Committee.

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

depth review o f the factual situation 
with the policyholder, and to conso le  
date all o f the available medical r e ­
cords on the case. This initial in fo rm a ­
tion artd documentation is p rov ided to 
one o r m ore physicians o f the sam e 
medical specialty as our insured, fo r 
art opin ion oit whether the facts ind i­
cate the standard of care was met 
under the circumstances. This initial 
investigation and pi - review op in ion  
provides a swift and solid foundation  
upon which the defense of the case 
can be built. Conversely, it can a lso  
provide the basis for prompt settlement 
if the facts prove the claim to be m eri­
torious.

MICA's unique ability to respond 
to the urgent needs of our policy­
holders when a real or potential claim 
arises, cannot be overemphasized. O ur 
claims staff knows Alaska, they know 
ou r physicians, they know our entire 
health care provider community, and 
most importantly, MICA is recognized 
as the dom inant writer o f medical 
malpractice insurance in Alaska that 
will vigorously resist the demands o f its 
adversaries all the way to the jury, if 
necessary, on frivolous and non-meri- 
torious claims.
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R IS K  MANAGEMENT
R isk Management at MICA had ils 

real beginning in December 1083 
with the hiring of Janet Johnston. 

I? N . M .S .N ., as the MICA staff person 
charged with the resp"t: ibililies of inves­
tigation/resolution of i M a n s  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, bringing together 
seven physicians from the Alaskan medi­
cal community, each recognized as a 
leader in his or her field o f 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 
o f the Risk Management Committee 
were able to meet with and to review 
their efforts with Dr. Brittain.

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

v'-

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

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

C om m ittee . is just not enough!

3. C ircu lation o f a growing library of 
v ideotapes of the seminars and of 
tapes m ad e  for MICA by Dr. Brittain 
on specific topics of Risk Manage­
ment importance.

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

4 M IC A  Risk Management Bulletins 
featuring articles on Risk Manage­
ment written by Ms. Johnston and 
m em bers of the Risk Management 
Com m ittee or reprinted from other 
Risk Management periodicals pub 
fished b y  the insurance industry.

Recently, the M IC A  Board of G ov­
ernors' Chairman w ondered aloud as to 
whether the Rfek Management program 
was reaching the p o in t of diminishing 
returns. While it is prem ature to attempt 
to judge the effects o f  a risk manage­
ment program (bare ly  21 months old), 
claims continue to occu r, often as the • 
direct result of the fa ilu re to observe 
basic risk management principles, while 
oilier claims prove Indefensible in the , 
face of good m edicine for the very same 
reasons.

I In fortunately , the principle o f ''tell 
'em. tell 'em  again, then tell 'em what 
yon told 'em ," though valid in concept,

While no claim  is the sole result of 
a single factor, it is estimated that in 
excess of 4 0%  o f the claims presently



being It.nulled by M ICA, either would 
not have occurred or, if brought, would 
have been rendered defensible by the 
proper attention to risk management 
principles.

Therefore, it seems that the proper 
response is not to continue on ly  with 
the past methods or to abandon the 
effort altogether, but rather to look to a 
new means o f 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 o f claims relating to the failure 
to fo llow  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 o f the 
malpractice problem by their own ef­
forts.

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

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

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

year, is that o f a Participatory Risk 
Management program which has sev­
era l aspects:

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

T h e  risk management criteria should 
not be viewed as oppressive o r arbi­
trary. Actually, it represents a simple 
delineation o f the nationally ac­
cepted and current medical profes­
s iona l standards for patient care and 
physician protection vis-a-vis medi­
c a l/ le g a l conflicts.

(B ) T he  possible issuance o f p re­
m ium  discounts for those policy­
h o ld e rs  who have demonstrated 
both an understanding and an effec­
tive use o f risk management proce­
du res in their practices, who also 
have a history o f cooperation with, 
and loyalty to MICA’s goals o f reduc­
ing claims frequency and /o r severity.

MICA's p ro p o se d  Participatory 
Risk Management program is not origi­
nal with the Risk Management C om ­
mittee but represents a program similar 
to o n e  recently instituted by Colorado's 
Physician-sponsored Insurance com ­
pany (C O P IC ) as authorized by Dr

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

It is our absolute belief that the 
Risk Management program underpins 
MICA’s entire insurance program and 
that the current malpractice o r medical 
liability crisis o f 1 9 8 5 -8 6  can be, in 
large part, am eliorated by the proper 
use of those risk management proce­
dures.

MICA’s grow ing library o f video 
tapes by Dr. Brittain are available to 
MICA insureds upon  request.

 General Issues in
Risk M anagem ent/
Perinatalogy (1 hour)

 General Issues in
Risk M anagem ent/
Internal Medicine (1 hour)

 General Issues in
Risk M anagem ent/
General Su rge ry  (1 hour)

 General Issues in
Risk M anagem ent/
Emergency R oom  (1 hour)

 Informed Consent
and the Consen t
Form (40  minutes)

 The Value o f F.arly
Reporting o f
Potential C la im s (20  minutes)

 The Quality o f
Medical C a te  (20  minutes)

 The Quality of the
Medical Record

 Jousting

 Billing Practices as a
Risk Management 
Issue

 Managing Risk in
Cancer Diagnosis

(20  minutes) 

(1 5  minutes)

(2 0  minutes)

(1 5  minute-

Managing Risk in the 
Emergency Room (1 5  minutes)

Managing Risk in
Obstetrics
Issue (1 5  minutes)

 Videotape of the M ICA  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 hou r o r less 'I he 
VMS set contains two tapes of two 
hours each.

NOTE: Several new tapes are being 
produced or purchased and then ai'ml 
ability will be published in MICA's Inline 
risk management bulletins.



U N D E R W R I T I N G
D etermining adequate premium 

levels as well as establishing and 
maintaining criteria for insurabil­

ity are the key functions o f the U nder­
writing Department and they form the 
financial foundation upon which a 
fiscally sound insurance company is 
built.

Each year MICA carefully ana ­
lyzes the balance between its income 
derived from earned premiums (and 
secondarily from investment return) as 
opposed to both actual and anticipated 
expenditures. These include: claims 
settlements, reinsurance costs, plus 
norm al operating expens< s in addition 
to incurred liabilities in reserving the'' 
estimated costs o f 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 o f Governors 
rejected in favor o f subsidizing MICA’s 
policyholders' rates through the use o f 
surplus.

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

MICA’s rate levels are not arbitrar­

ily created by the company. The fact 
is. that domestic insurance carriers, 
such as M ICA, are one o f the most 
highly regulated industries in the 
United States.

A ll ra le increases must first be 
supported by actuarily sound docu­
mentation and then reviewed by the 
M ICA Board o f governors. The rates 
are then filed with the Alaska Division 
o f Insurance fo r approval by the Direc­
tor who can reject the filing if he de­
termines that the rates are excessive or 
inadequate. Thus, rate increases must 
be fully supported by a need and thor­
oughly evaluated by the MICA staff 
and the MICA Board o f Governors, as 
well as approved by the stale regu la­
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. Carefu l underwrit­
ing is the method utilized to control 
the cost o f insurance for the majority 
o f ou r policyholders who present a 
norm al exposure to loss. Conversely, 
prudent underwriting would mandate 
rejecting an application by a particular 
physician who most likely would cause 
other policyholders to support, to an 
unfair degree, that physician’s claims 
costs.

Ultimately, the beneficiary o f p ru ­
dent underwriting is the physician who 
is professionally qualified, without a 
history o f medical misadventures.
P roper underwriting often involves 
very painful decisions which are taken 
very seriously by the MICA staff and 
your Board o f G overnors. However,

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



I N V E S T M E N T S
D espile declining interest rates 

mid a laiger portion o f its po rt­
fo lio in short-term investments, 

M ICA’s net investment income reached 
$ 1 ,1 5 8 ,0 0 0  in 1985 , exceeding the 
1984 figure by more than $ 5 9 ,0 0 0 . 
This increased income was attributable 
entirely to a 1 0%  increase in earning 
assets. Additionally, with the decline in 
market interest rales, MICA's portfo lio 
o f notes and bonds increased in m ar­
ket value. At year’s end, that market 
value exceeded by more than 
$ 5 0 0 ,0 0 0  the value shown on  the 
company’s books.

M ICA is entering 1986  in a very 
liquid position. This reflects recognition 
by its board o f governors o f the uncer­
tainties facing the liability insurance 
business in the present environment, 
including the cost and terms o f rein­
surance. Nonetheless, ou r 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
% of 

Assets
Y ie ld  

On Cost

Cash F.quivalenls........................ ................. $1 ,123 ,816 114% 7 63%
U S. Treasury Notes................... ...................  4 ,919 ,412 50 1 11.34
Federal Agency Obligations . . . .................  1,113,563 11 3 10 77
Corporate Obligations 

& Canadian Yankee Issues . . .................... 2 .670 ,618 27 2 11 52
Total A ssets.................................. ................ $9 ,827 ,409 100 0% 10.90%

MATURITY

Cost
% o f 

Assets
Y ie ld  

On Cost

Im m ediate L iqu id ity ............... ...................  $1 ,123 ,816 1 1 4% 7 .63%
1986 ............................. ...................  735 ,510 7.5 10.93
1987 ............................. ...................  1 ,049.203 10 7 9 09
1988 ............................. ...................  740,344 7.5 11 37
1989 ............................. .................... 694,472 7.1 10.63
1990 ............................. .................... 698 ,828 7.1 12 07
1 9 9 1 ............................. .................... 725,203 7.4 13 49
1992 ............................. .................... 755,375 7.7 11 43
1993 ............................. .................... 980 ,398 10 0 11 82
1994 ............................. .................... 927,344 9.4 12 76
1995 ............................. ...................  960 ,969 9 8 10 60

Subtotal......................................... ...................  $9 ,391 ,462 95 6% 10 90%
435 ,947 ‘ 4 4 10.75

Total A ssets .................................... ...................  $9 ,827 ,409 100.0% 10.90%

‘ Segregated assets held to fund long term liability



I N V E S T M E N T S

1976

I n v e s t m e n t  Y i e l d  ( P o r t f o l i o  A s s e t s )

$ Figures lor funds invested represented in millions

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

1 9 8 5 _________________$9 .8 3  _____________________
1 9 8 4 _________________$8 .7 5  '________________
1983 ________________ $ 8 .3 0 _____ ________________
1982 ________________ $ 7 .3 9 ______________________
1 9 8 1 ________________ $ 6 .8 4 ______________________
1980 _________________$5 82 _____________________
1979 ________________ $ 3 .7 3 ______________________
1978 ________________$ 2 .3 1 _______________
1977 ________________ $ 1 .8 3 ______I _______________

$ .89

( Y i e l d  o r

(11.

. (1 1 .5 8 9

.(6 .3 9% )
.(5 .3 3 % )

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

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

$ l-'igures for net investment gain represented in thousands

$948 .00
1984 __ 
1983 _
1982 ____
1 9 8 1 ____
1 9 8 0 ____
1979

__________ $889 .0 9 __________
___________ $677 54__________
___________ $594 .4 0 __________
__________ $ 4 2 5 .7 6 __________
 $285 .01 _________
 ....... $ 1 8 7 .1 0 __________

1978  ______________$ 74 .03
1977 _________    ($ 6 .8 6 )_____
1976 ________________($ 11 .42 )_________
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 F I N A N C I A L  S T A T E M E N T S
Medical Indemnity Corporation of Alaska

E r n s t  &  W h i n n e y

I ‘

!

Hoard o f  Governors
Medical Indemnity Corporation o f Alaslta 
Anchorage, Alaslta

We have examined the Imlanee sheets o f Medicul Indemnity Corporation o f Alaska 
(M ICA) as o f December H I, 1085 and 1084 , and the re la k .l statement:', o l opera­
tions and changes in policyholders' 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 o f  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 o f the 
ultimate settlement costs o f 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 o f  such adjust­
ments, i f  uny, as mi 'it have been required had the outcome o f the uncertainty re­
ferred to in the preceding paragraph been known, the financial statements referred to 
above present fairly the financial position o f Medical Indemnity Corporation o f 
Alaska at December 8 1 , 11)85 and 11)84, and the results o f 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



F I N A N C I A L  
S T A T E M E N T S

Medical Indemnity Corporation of Alaska

A S S E T S

I n v e s t m e n t s — N o l i ?  C :

U S  g o v e r n m e n t  n o t e s  a n d  b o n d s  — d e s i g n a t e d  l o r  r e t i r e m e n t  o l  n o t e  p a y a b l e .

U . S .  g o v e r n m e n t  n o t e s  a n d  b o n d s  — u n d e s i g n a l e d .............................................................................................

C a n a d i a n  g o v e r n m e n t  b o n d s .....................................................................................................................................................................

C o r p o r a t e  n o t e s ............................................................................................................................................................  .............................................

S h o r t  t e r m  d e m a n d  n o t e s  a n d  m o n e y  m a r k e t  i n v e s t m e n t s ...................................................................

C a s h  ................................... ..............................................................................................................................................................................

P r e m i u m s  r e c e i v a b l e ,  l e s s  a l l o w a n c e  l o r  d o u h l l u l  a c c o u n t s  o f  $ 2 , 0 0 0

in 1 9 8 5  a n d  1 9 8 4 .....................................................................................................................................................................

A c c r u e d  i n t e r e s t  r e c e i v a b l e ...................................................................  ......................................................

N o t e  r e c e i v a b l e  .................................................................................................................................................................  . . .

A c c o u n t  r e c e i v a b l e - U S  g o v e r n m e n t .......................................................................................................

C o m p u t e r  e q u i p m e n t ,  l e s s  a c c u m u l a t e d  d e p r e c i a t i o n  o l  $ 7 , 4 1 8  

in 1 9 8 5  a n d  $ 8 , 5 4 8  in 1 9 8 4 .................................................................................................................................

BALANCE SHEETS
D e c e m b e r  3 1  

1 9 8 5  1 9 8 4

$  6 0 6 , 3 5 4

5 , 6 5 8 , 3 1 3  

2 4 7 . 4 2 2  

2 , 4 5 8 . 1 7 8  

1 . 1 1 3 , 1 9 1  

1 0 , 0 8 3 . 4 5 8

1 0 8 , 9 5 3

2 1 , 2 9 8

2 2 9 , 0 3 6

2 2 , 8 8 4

1 1 , 9 3 3

$  5 4 6 , 3 5 6  

5 , 2 2 8 , 1 5 6  

2 4 6 , 8 7 5  

2 . 8 2 0 , 2 8 8

 1 3 3 . 6 9 9

8 , 9 7 5 , 3 7 4

1 3 1 , 4 2 7

2 - 7 , 7 6 9

2 3 3 , 1 2 6

2 3 , 1 8 4

200.000

1 5 , 8 0 3

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

L I A B I L I T I E S  A N D  P O L I C Y H O L D E R S '  S U R P L U S  

L I A B I L I T I E S

U n p a i d  l o s s e s  a n d  l o s s  a d j u s t m e n t  e x p e n s e s  .................................................

D e f e r r e d  p r e m i u m s — M C M  p o l i c i e s  . . .

D e f e r r e d  p r e m i u m s  — M C M  p o l i c i e s — t o  b e  r e f u n d e d  

A c c o u n t s  p a y a b l e  an i l  a c c r u e d  e x p e n s e s

P r e m i u m s  r e c e i v e d  in a d v a n c e ........................................

L iabi l i t y  t o  r e i n s u r e i s .......................................................................................................

N O T E  P A Y A B L E  T O  S T A T E  O F  A L A S K A  

P O L I C Y H O L D E R S '  S U R P L U S  ( D E F I C I T )

$  6 , 5 4 3 , 9 3 8

6 9 4 . 4 1 6

1 4 3 , 2 6 2

1 3 9 , 0 7 5

 6 2 . 0 0 0

7 , 5 8 2 , 6 9 1

3 , 0 0 0 , 0 0

 ( 1 0 5 , 1 2 9 )

$ 1 0 , 4 7 7 , 5 6 2

$ 3 , 6 7 4 , 7 7 3

2 8 4 , 0 0 0

1 5 0 , 0 3 7

7 1 , 1 7 4

 4 0 L 1 6 2

4 , 5 8 1 , 1 4 6

3 . 0 0 0 , 0 0 0

2 , 0 3 5 , 5 3 7

$ 9 , 6 1 6 , 6 8 3
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STATEMENTS OF OPERATIONS AND CHANGES IN POLICYHOLDERS’ SURPLUS

R e v e n u e

P r e m i u m s  e a r n e d  

P h y s i c i a n s

I l o s p i t a l s ................................

Related health tare

Y e a r  E n d e d  D e c e m b e r  3 1  

1 9 8 5  1 9 8 4

$ 2 , 5 1 0 , 3 4 4

6 7 9 , 8 5 8

1 4 1 , 2 1 9

3 , 3 3 1 , 4 2 1

$ 1 , 8 6 9 , 4 2 1

7 1 4 , 5 6 7

1 0 9 , 0 6 7

2 , 6 9 3 , 0 5 5

D e d u c t  ( a d d ) :

R e i n s u r a n c  e  c e d e d ........................................

( . ' I i n m j e  in d e f e r r e d  p r e m i u m s

8 9 7 , 1 8 3

4 1 0 , 4 1 6

2 , 0 2 3 , 8 2 2

1 , 1 1 9 , 6 9 2

( 8 2 , 0 0 0 )

1 , 6 5 5 , 3 6 3

I n t e r e s t  e a r n e d ,  l e s s  I n v e s t m e n t  e x p e n s e s  o f  $ 5 3 , 7 9 4  in 1 9 8 5  a n d  $ 5 0 , 4 5 8  in 1 9 8 4 .  1 , 1 5 8 , 1 9 0  1 , 0 9 9 , 0 9 3

T O T A L  R F . V L N U K  3 , 1 8 2 , 0 1 2  2 , 7 5 4 , 4 5 6

l o s s e s  a n d  e x p e n s e s

h i s s e s  a n d  l o s  a d j u s t m e n t  e x p e n s e s      4 , 5 8 7 , 2 3 6  2 , 2 3 2 , 7 2 0

O t h e r  u n d e r w n l m y  e x p e n s e s — N o t e  l :    5 2 5 . 4 4 2  4 1 1 , 8 1 1

I n t e r e s t  e x p e n s e  o n  n o t e  p a y a b l e  t o  S t a l e  o l  A l a s k a  - N o t e  E    2 1 0 , 0 0 0  2 1 0 , 0 0 0

T O T A L  I . O S S L S  A N D  L X P F . N S L S  5 , 3 2 2 , 6 7 8  ^ ? J M - ! > 3 1

N E T  I  O S S  ( 2 , 1 4 0 , 6 6 6 )  ( 1 0 0 , 0 7 5 )

P o l i c y h o l d e r s '  s u r p l u s  a t  l i e r j imunr )  o f  y e a r  . . . . . .  2 , 0 3 5 , 5 3 7  2 , 1 3 5 . 6 1 2

P O L l l . ' Y I  l O I  D L R S ' S U R P L U S  ( U E I K ' H )  A l  I N D O I  Y E A R  $  ( 1 0 5 , 1 2 9 ) $ 2 , 0 3 5 , 5 3 7

V i '  n u ll 's  l i i  Ih i.iih  m ( s l. t l i ' in r u ls



S T A T E M E N T S
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Medical >.:emnity Corporation of Alaska

I

STATEMENTS OF CHANGES
Y e a r  E n d e d  D e c e m b e r  3 1  

1985_______________1984
F U N D S  P R O V I D E D

F r o m  o p e r a t i o n s :

5 ( 2 . 1 4 0 . 6 6 6 ) 5 ( 1 0 0 . 0 7 5 )

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

I n c r e a s e  in l i a b i l i t i e s ...................................................................................................................................... 3 . 0 0 1 . 5 4 5 8 3 4 . 9 3 3

D e c r e a s e  ( i n c r e a s e )  in p r e m i u m s  r e c e i v a b l e .......................................................... 1 6 , 4 7 1 ( 1 9 , 8 0 7 )

D e c r e a s e  ( i n c r e a s e )  in a c c r u e d  i n t e r e s t  r e c e i v a b l e  .................................................................................................................... 4 , 0 9 0 ( 3 4 . 2 8 2 )

D e c r e a s e  ( i n c r e a s e )  I n  n o t e s  a n d  a c c o u n t s  r e c e i v a b l e ......................................................................................... 2 0 0 . 3 0 0 ( 1 6 7 . 6 1 8 )

P u r c h a s e  o f  c o m p u t e r .......................................................................................... ( 1 9 . 3 5 1 )

A m o r t i z a t i o n  o f  b o n d  d i s c o u n t ......................................... ( 1 0 9 . 8 5 7 ) ( 8 8 . 0 7 5 )

D e p r e c i a t i o n  o l  c o m p u t e r  e q u i p m e n t  .................................... 3 . 8 7 0 3 . 5 4 8

F U N D S  P R O V I D E D  F R O M  O P E R A T I O N S 9 7 5 . 7 5 3 4 0 9 . 2 7 3

M a t u r i t y  o l  i n v e s t m e n t s .......................................................................................... 2 . 0 0 0 . 0 0 0 1 . 0 6 5 . 0 0 0

T O T A L  F U N D S  P R O V I D E D 2 , 9 7 5 . 7 5 3 1 . 4 7 4 . 2 7 3

D S  U S E D

P u r c h a s e  o l  i n v e s t m e n t s .......................................................................................... 3 . 0 1 8 , 7 3 5 1 , 5 0 8 , 9 7 2

D E C R E A S E  I N  C A S I 1 ( 4 2 , 9 8 2 ) ( 3 4 , 6 9 9 )

m d  m o n e y  m a r k e t  i n v e s t m e n t s  a t  b e g i n n i n g  o f  y e a r ........................................  ................................................................... 2 6 5 . 1 2 6 2 9 9 . 8 2 5

C A S I  1 A N D  M O N E Y  M A R K E T

I N V E S T M E N T S  A T  E N D  O F  Y E A R 5 2 2 2 . 1 4 4 $  2 6 5 . 1 2 6

See m i l e *  l o  ( i i m i i m a I  s M l e r n r n i s



NOTES TO FINANCIAL STATEMENTS 
MEDICAL INDEMNITY CORPORATION OF ALASKA
D e c e m b e r  3 1 ,  1 9 8 5

N O T E  A - O R G A N I Z A T I O N  A N D  

O P E R A T I O N S

Mi ' iliiiil  I t ■■ I t ' ii iuiiy C o r p o r a t i o n  i l l  A l a s k a  ( M I C A )  

it  ai l  i n s u r a n c e  c o m p a n y  t r e a t e d  b y  t h e  A l a s k a  

k'<jist<iliiic* I d  p r o v i d e  p r o f e s s i o n a l  li.iliilily i n s u r a n c e  

l o  A l a s k a n  p h y s i c i a n s  a n d  s u r g e o n s ,  h o s p i t a l s .  ani l  

r e l a t e d  h e a l t h  c a i e  o r g a n i z a t i o n s  M I C A  c o m ­

m e n c e d  b u s i n e s s  o n  J u n e  2 8 ,  1 9 7 6

T h e  da i l y  o p e r a t i o n s  o l  M I C A  a r e  m a n a g e d  b y  a n  

i n d e p e n d e n t  c o n s u l t i n g  ( n in .  w h i c h  is c o m p e n s a t e d  

o n  t h e  b a s i s  o l  a c t ua l  c o s t s  p l u s  a  m a n a g e m e n t  

l e e

Pr i o r  t o  J a n u a r y  I ,  1 9 7 9 ,  M I C A  i s s u e d  " o c c u r  

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

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

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

M I C A  S i n c e  J a n u a r y  1,  1 9 7 9 ,  M I C A  h a s  i s s u e d  

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

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

t h e  p o l i c y  y e a r  l o  M I C A ,  r e g a r d l e s s  o f  w h e n  t h e  

c l a i m s  w e r e  i n c u r r e d  Unt i l  D e c e m b e r  3 1 .  19 8 5 ,  

M I C A  a l s o  i s s u e d  a  " un x l i l i e d  c l a i m s  m a d e "  p o l i c y  

( " M C M " )  w h i c h  p r o v i d e s  c o v e r a g e  f o r  t h e  p o l i c y ­

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

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

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

M I C A  a l s o  o f f e r s  p o l i c y h o l d e r s  w h o  e r m m a t e  their  

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

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

f u t u r e  c l a i m s  t ha t  o c c u r r e d  wh i l e  a  M I C A  p o l i c y ­

h o l d e r

M I C A  w a s  c ap i t a l i z e d  w i t h  a  n o t e  p a y a b l e  t o  t h e  

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

N O T E  B - S I G N I F I C A N T  

A C C O U N T I N G  P O L I C I E S

B a s i s  o f  P r e s e n t a t i o n :  T h e  a c c o m p a n y i n g  

f i nanc ial  s t a t e m e n t s  h a v e  b e e n  p r e p a r e d  in c o n -  

fur ini t y  w i t h  g e n e r a l l y  a c c e p t e d  a c c o u n t i n g  p r inc i ­

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

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

p o s e s  A n t i c i p a t e d  i n v e s t m e n t  i n c o m e  is c o n s i d e r e d  

in d e t e r m i n i n g  if p i e m i u i n  d e f i c i e n c i e s  exi s t

l Y c r u l u m s :  I ' r e m i n m s  . t i e  e a r n e d  r a t ab l y  o v e r  t h e  

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

wnl t i ' i i  o n  a  i nlei ii Ini y e . t t  b a s i s

D e f e r r e d  P r e m i u m s  ( l o  b e  r e f u n d e d ) :  D e l e i r e d  

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

t i nning  t h e  s a l e  o f  M C M  p o l i t i e s  M I C A  will l e l i i nd  

a  pi e i l l l lUl l  l o  M C M  p o l l ! y l i o l d n i s  a t  I l i - i eni l i e i  I I I .  

| 9 8 ! »  b a s e d  u p o n  t h e  uu i n l x ' i  o l  y e a r s  t h e  p o l i t y  

h o l d e r  h a s  b e e n  w i t h  M I C A

U n d e r w r i t i n g  E x p e n s e s :  U n d e r w r i t i n g  c o s t s  a r e  

v x | M- u s e d  w h e n  i n c l i n e d  D u e  l o  t h e  n n l u i e  o f  

M I C A ' s  o p e r a t i o n s ,  c o m m i s s i o n s  a n d  p r e m i u m  

t a x e s  a i e  n o t  s i gni f i cant

L o s s e s  a n d  L o s s  A d j u s t m e n t  E x p e n s e s :  T h e

liability f o r  u n p a i d  l o s s e s  a n d  l o s s  a d j u s t m e n t  

e x | i e n s e s  r e p r e s e n t s  a n  e s t i m a t e  o f  t h e  u l t i ma t e  n e t  

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

s h e e t  d a l e s .  T h e  liability h a s  b e e n  d e t e r m i n e d  u s i n g  

c a s e  b a s i s  e v a l u a t i o n s  a n d  s t at i s t i cal  a n a l y s e s  a n d  

p r o j e c t i o n s .  T h e  s t at i s t i cal  a n a l y s e s  a n d  p r o j e c t i o n s  

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

a c t u a n e s  u s i n g  M I C A ' s  o w n  hi s t or i cal  l o s s  d a t a ,  

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

q u e n c y  a n d  s e v e n t y ,  a n d  a r e  i n h e r e n t  in M I C A ' s  

p r e m i u m  s t r u c t u r e  T h e s e  e s t i m a t e d  liabilities a r e  

c o n t in ua l l y  r e v i e w e d  a n d ,  a s  a d j u s t m e n t s  b e c o m e  

n e c e s s a r y ,  s u c h  a d j u s t m e n t s  a r e  r e f l e c t e d  in c u r r e n t  

o p e r a t i o n s  A l t h o u g h  M I C A  b e l i e v e s  t h e  e s t i m a t e  

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

s t a n c e s ,  M I C A ' s  a c t u a l  i n c u r r e d  l o s s e s  a n d  l o s s  

a d j u s t m e n t  e x p e n s e s  m a y  v a r y  f r o m  t h e  a m o u n t s  

i n c l u d e d  in t h e  f inancial  s t a t e m e n t s

D e p r e c i a t i o n :  C o m p u t e r  e q u i p m e n t  is  r e c o r d e d  

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

life o f  t h e  a s s e t s  u s i n g  t h e  s t ra i ght- l ine  m e t h o d

N O T E  C - I N V E S T M E N T S

I n v e s t m e n t s  in g o v e r n m e n t  a n d  c o r p o r a t e  n o t e s  

a n d  b o n d s  a r e  e a r n e d  a t  a m o r t i z e d  c o s t  T h e  

i n a i k c l  v a l u e s  o f  t h e s e  i n v e s t m e n t s  w e r e  a s  f o l l o w s :

D e c e m b e r  31  

1 9 8 5  1 9 8 4

U S .  g o v e r n m e n t

n o t e s  a n d  b o n d s  5 6 , 6 2 0 . 8 9 1  1 5 , 7 4 0 , 7 9 1

C a n a d i a n  g o v e r n ­

m e n t  b u n d s  2 9 0 , 6 2 5  2 6 0 , 9 3 8

C o q M i r a t e  m i l e s  2 , 5 9 8 , 7 7 6  2 , 9 0 8 , 0 0 1

Sl iui l  t e r m  i n v e s t m e n t s  a r e  i a i n e d  at  r u s t  win- h

a| i | i i i i xini , i t e s  m a r k e t  v a l u e

N o t e s  w i t h  a n  a m o r t i z e d  c o s t  ul  a [ i | i r o xuna l e l y  

$ 4 I X ) , ( X X I  w e r e  | i l e d g e i l  t o  t h e  A l a s k a  I n s u r a n c e  

I  t i ' j iai t iueri l  l o  m e e t  s t a t u t o r y  r e q u i r e m e n t s

I b e  H o a r d  o l  ( i o v e r n o r s  I r a s  d e s i g n a t e d  U S  

g o v e r n m e n t  n o t e s  a n d  b o n d s  w i t h  a n  a m o r t i z e d  

c o s t  ul  I t ) 0 6 , 3 5 4  in 1 9 8 5  ani l  $ 5 4 6 . 3 5 6  in 1984  

l o r  r e t i r e m e n t  o l  t h e  n o t e  p a y a b l e  l o  t h e  S t a l e  o l  

A l a s k a

Re a l i z e d  g a i n s  a n d  l o s s e s ,  wli irl i  a r e  n e t  ma t e r i a l  t o  

t i re  f inanc ia l  s t a t e m e n t s ,  a r e  d e t e r m i n e d  o n  t h e  

ba s i s  o l  s | x x i f i c  i d ent i f i c a t i on a n d  a r e  i n c l u d e d  in 

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

N O T E  D  — R E I N S U R A N C E

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

1 9 8 5  lur c l a i m s  in e x c e s s  o f  $ 2 5 ( ) , ( K X )  u p  l o  

$ 2 , t X X ) , I X X )  p e r  o c c u r r e n c e  a r e  8 3  5 %  r e c o v e r a b l e  

u n d e r  e x c e s s  o f  l o s s  r e i n s u r a n c e  c o n t r a c t s  M I C A  

r e m a i n s  l iable f o r  I b e  16 5 ' f i  o f  e x c e s s  l o s s  n o t  

c o v e r e d  b y  r e i n s u r a n c e  Addi t i o na l l y .  M I C A  l ias  a  

d e d u c t i b l e  u l  $ 8 3 1 , ( X X )  l o r  e x c e s s  l o s s e s  u n d e r  

their  r e i n s u r a n c e  a g r e e m e n t s  f o r  1 9 8 5  c l a i m s

L o s s  a n d  l o s s  ' a d j u s t m e n t  e x p e n s e s  i n c u r r e d  d u r i n g  

1 9 84  a n d  p r i o r  y e a r s  in e x c e s s  o l  $ 2 ( X ) , ( X X )  u p  l o  

$ 5 , ( X X ) , ( X X )  p e r  o c c u r r e n c e  a r e  l ( X ) ll  c o v e r e d  b y  

r e i n s u r a n c e  a g r e e m e n t s

M I C A  w o u l d  r e m a i n  liable l o  t h e  e x t e n t  r e i n s u r ­

a n c e  c o m j r a u i e s  a r e  u n a b l e  t o  m e e t  thei r  o b l i g a  

I r o n s .

A m o u n t s  w h i c h  h a v e  b e e n  d e d u c t e d  f r o m  liability, 

i n c o m e ,  a n d  e x p e n s e  a c c o u n t s  in c o n n e c t i o n  wi th 

all c e d e d  r e i n s u r a n c e  p l a c e d  wi t h  o t h e r  c o m p a n i e s  

a r e  a s  f o l l o w s :

E s t i m a t e d  l o s s e s  a n d  

l o s s  a d j u s t m e n t  

e x p e n s e  t o  b e  

r e c o v e r e d  f r o m  

r e i n s u r e r  

R e i n s u r a n c e  p r e m i ­

u m s  I n c u r r e d  

L o s s e s  j i a l d  b y  

r e i n s u r e r  

L o s s  a d j u s t m e n t  

e x | H - u s e s  j i a l d  try 

r e l r i s u i e r

1 9 8 5

» 3 , 0 9 0 , 0 0 0  

8 9 7 , 1 8 3  

1 . 0 2 3 , 1 4 9

3 4 . 6 6 3

1 9 8 4

4 1 . 7 7 5 . 0 0 0

1 . 1 1 9 , 6 9 2

5 4 6 , 9 9 4

6 ,2 4 1

N O T E  E - N O T E  P A Y A B L E  T O  T l  IE 
S T A T E  O F  A L A S K A

I b e  A t  w h u h  n e . i l e d  M I C A  p r o v i d e d  l ot  il\ 

c ap i t a l i za t i on t h r o u g h  a  l o an  o l  $  I  t XMl  I X X I  I, 

t h e  M e d i c a l  M . . ' ( i i a i l i r e  R e v o l v i n g  111. I ll I  ninl 

t h e  S l a t e  til A l a s k a  I b i s  l o a n ,  win,  h  m a y  11' ‘ I 

e x c e e d  $ 6 , ( X X ) , ( K X ) ,  i s  s u l xm l . n a l e i l  t o  all i>iln 

o b l i g a t i o n s  o l  M I C A  I b e  r e m a i n i n g  $ l < X x i t x  

avai labl e  u n d e r  t i n s  p r o v i s i o n  f r o m  tin- S l a t e  l a .  

d r a w n  o n  it o | K ‘M ! n n i s  d e m a n d

R e | ) a y m e n l  o f  t h e  l o an  is l o  l v  m a d e  in m-.i.ill 

r n e u t s  b a s e d  i g x i u  un d e r w r i t i n g  e a n i i n g s  l o i n j e .  

a s  s | > eu ! i c i l  in t h e  A t  N o  i e | i a yme i i l  w a s  >111'' 

D o c c n i l v r  3 1 ,  1 9 8 5  o r  198-1 I n t e r e s t  a t  7 ' I- i- 

p a y a b l e  q ua r t e r l y

T h e  r e m a i n i n g  $ 3 , ( X X ) . ( K X I  o f  t h e  avail. ihl .  I,-a, 

f r o m  I b e  M e d i c a l  M n l j x . n l i t e  R e v o l v i n g  l o a n  I 

r e q u i r e s  r e p a y m e n t  wi thin l ive y e a r s  f r o m  t l . e  - 

M I C A  r e c e i v e s  t h e  add i l n„ i a l  b i n d s  I n t e i e - l  • 

add i t i o na l  b i n d s  is j rnynli lc  al six |H riei il

N O T E  F - M A N A G E M E N T  

A G R E E M E N T

M I C A ’s  dai l y  o p e r a t i o n s  a i e  m a n a g e d  h v  M - u J i  

M c L e n n a n ,  I n c  o n  t h e  b a s i s  o |  c o s t  reiuibiii-* h  

p l u s  a  m a n a g e m e n t  l e e

N O T E  G - I N C O M E  T A X E S

M I C A  l i a s  r e c e i v e d  a  rul ing  f r o m  t h e  S l a t e  . . I  

A l a s k a  a n d  a  p r n l e s s i n n a l  cij sinn>u lli.il a-, a  p-a 

c o r p o r a t i o n  c r e a t e d  liy t h e  S t a l e  ul  Al. i-.kn a i 

c x e r n j i l  b o m  i n c o m e  t a x e s

N O T E  H - C O M M I T M E N T S

M I C A  l e a s e s  o f f i c e  s p a c e  wi th a n  a n n u a l  r ent al  

e x p e n s e  o f  a p p r o x i m a t e l y  $ 2 7 . t X X I  iliioiiqli I '• 

c e m b e t  1 9 8 5  R e n t a l  e x p e n s e  w a s  $ 2 7  iHx l  a,  

1 9 8 5  ani l  1 9 8 4  M I C A  l i a s  r e n e w e d  U s  j m  - ul 

l e a s e  t h r o u g h  I V c e m l v i  198t i
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1 9 8 5  M edica l M alp ractice Update
B y :  R o g e r  F. H o l m e s ,  E s q .

1 984 was llie worst year in the his­
tory of the property/casually insur­
ance industry. In lire wake o f the 

1984 experience, 1985 resulted in the 
most violent market constriction in the 
history of the insurance industry. In 1985 
underwriting losses continued lo 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 average 
o f 3 2% . In New York, premiums for all 
physicians rose an average of 5 2% . 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 providing 
insurance for Wyoming physicians pulled 
completely out of the Stale of Wyoming.
In Illinois, the average jury verdict against 
health care providers doubled and the 
percentage of defense verdicts in medical 
malpractice cases dropped below 70%  for 
the first lir.ie ever lo 57 .6%  The average 
jury verdict in medical malpractice cases 
ten years ago was $166 ,000 . That aver­
age has now reached $955 ,000 . At least 
16% of all physicians nationwide are 
being sued each year. Of 75 perinatology 
programs in the United Stales, 45 now 
have vacancies. Many attribute this largely 
to the malpractice climate.

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

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

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

Conversely, the United Slates Su­
preme Court affirmed without opinion 
several decisions from the California Su­
preme Court upholding various 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 o l 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 Chicago with 725 o l those 
suits alone being filed in the afternoon 
prior lo the effective dale o l the statute. 
Lawyers and their staff members were 
standing 50 deep in six or more lines 
wailing lo file medical malpractice cases 
that afternoon in order lo have those 
cases filed before the effective dale of the

reform legislation and thus be governed 
by the prior rules.

The focus o f medical malpractice 
suits continues to center on the hospitals. 
One very good reason for this is that 
8 0%  of all medical malpractice claims 
arise from events occurring inside the 
hospital. One favorite attempt by plaintiffs 
is to try and hold the hospital liable under 
the doctrine of ostensible agency for 
emergency room doctors, pathologists, 
radiologists and other medical specialists 
whose practice is limited solely lo the 
hospital. The courts are also beginning to 
hold hospitals strictly liable for injuries 
which result when equipment fails in the 
hospital setting resulting in injury to a 
patient.

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

I lospitals are now taking 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 o f 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 IJ/&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 
the 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 supreme 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 family. 
Courts have also ordered transfusion of 
children 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, employee relations, 
whether to require AIDS screening and if 
so 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 any blood donation center 
or hospital not lo test blood for AIDS 
contamination People who are at risk are 
being 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 acknowledging 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 
person to be at risk. A similar concern 
has 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 
especially 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 screening 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 
period and the fact that the statute of 
limitation 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 warning her and other nurses 
that the patient was an AIDS victim. The 
nurse inadvertently 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

privileges. One supreme court held that a 
hospital may deny staff privileges solely 
based upon the physician's inability lo 
work with other physicians on the staff 
Another supreme 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 proctor 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 surgeon made an error The 
patient sued the surgeon and the proctor 
alleging 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 Surgeons 
continued lo be sued for failure lo 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 believe to be the preferred school 
of thought. In California, a neurologist 
withheld the correct diagnosis from the 
patient. The testimony at trial was that it 
was the community standard to withhold 
diagnoses when in the clinical judgment 
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 the physician regarding 
the patient’s condition and diagnosis The 
North Carolina Supieme Court reiiifoned 
this by staling that the informed consent 
requirement supercedes the ' best interest 
ru le" 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 
from circumstances surrounding a slill 
birth.

One physician was held liable for the 
failure to warn of the possibility of hemo­
philia prior to birth. The physician did not 
cause the condition but was sued for the 
additional medical costs involved in rais­
ing the child. The parents claimed they 
would have aborted the pregnancy had 
they had the Information concerning the 
possible hemophilia. Illinois rejected the 
attempt lo  make a pharmacist liable for 
not warning the patient that the physician 
was overprescribing medication. A physi­
cian was found liable to the patient’s heirs 
for wrongfully prescribing medication in 
excessive amounts when the patient was 
a known drug addict. The patient later 
committed suicide. Doctors are regularly 
being sued at the present time for failing 
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 patient of the physi­
cian. The plaintiff claimed that the doctor 
was negligent in failing lo instruct the 
epileptic to either continue his medication 
or nol lo drive after withdrawing from the 
medication. In New York the court ruled 
as a matter o f 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 o f a 
nurse employed by the hospital. The 
court held that the nurse was acting un­
der the direction o f the doctor at the time 
of the incident. Several doctors were sued 
for revealing the identity o f mothers who 
gave up children for adoption. These 
claims involved a breach o f confidentiality. 
A national jury verdict survey has shown 
that while plaintiffs recover a favorable 
jury verdict in only 2 9%  o f their cases 
against general surgeons, they obtain 
favoi~ole recoveries in 4 5%  o f the cases 
against orthopedic surgeons.

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

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

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

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

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

R o g e r  F. H o lm e s  is a  v e te ra n  d e fe n se  
law ye r o f  1 7  y e a rs  in A la ska 's  c o u r t r o om s . 
H o lm e s  spec ia lize s  In  tria ls  a n d  a p p e a ls  w ith 
h is p a rtn e r . B u r to n  C . B iss  in  th e  law firm  o f 
B IS S  &  H O L M F S . A n c h o ra g e

A C K N O W L E D G E M E N T S

L e g a l  A r t i c l e  R o g e r  F .  H o l m e s .  F s q

I n v e s t m e n t  A r t i c l e  W i l l i am  G  B r o c k

R i s k  M a n a g e m e n t

A r t i c l e  F r e d e r i c k  H o o d .  M  D

G e n e r a l  E d i t i n g

&  W r i t i n g .....................................A r t h u r  M  S t a n f o r d

P r i n t e r ......................................................N o r t h e r n  P r i n t in g
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Medical Indcmnir.
(  o r p o r n t i o n  o f  A l a s k a

ALASKA U.S.A. OFFICE I»1*II.I>1 X<» 4000 CREDIT UNIOX DR.. SM IE nl.« ANCHORAGE, ALASKA )|)o0.1 TELEPHONE (907) o03-3+14

MEMORANDUM

TO; Bill B ro c k
FROM: J a n e t  J o h n s t o n ^ '
DATE: F e b r u a r y  9 ,  1987

I am r e s p o n d i n g  to y o u r  r e q u e s t  f o r  i n f o r m a t i o n  on s e t t l e m e n t s  o r  
v e r d i c t s  i n v o l v i n g  b o t h  a p h y s i c i a n  and a h o s p i t a l  d e f e n d a n t .  
The i n f o r m a t i o n  i s  r e a l l y  r a t h e r  s p a r s e .
CASE: PAYMENT: D ISPOS IT ION :
1.

2.

4 .

H o s p i t a l
M .D .
H o s p i t a l
M.D.
H o s p i t a l  
M .D . #1 
M.D . #2
H o s p i t a l  
M .D . #1 
M.D . #2

$ 1 5 0 , 0 0 0
$ 1 5 0 , 0 0 0
$ 3 0 , 0 0 0  
$ 1 7 0 , 0 0 0

$ 4 5 , 0 0 0  
$100,000

7 , 7 5 0
0
0

S e t t l e m e n t

S e t t l e m e n t

S e t t l e m e n t

S e t t l e m e n t
COMMENTS: T h i s  was s t r i c t l y  a n u i s a n c e  v a l u e  s e t t l e ­
ment wh ich  was a t t r i b u t e d  t o  t h e  h o s p i t a l  p o l i c y  by 
m u tu a l  ag re em en t  o f  t h e  d e f e n d a n t s .  I  wou ld  n o t  s u g g e s t  
c o n s i d e r i n g  t h i s  as p a r t  o f  t h e  r e l e v a n t  s am p le .

5 .  H o s p i t a l  -  $ 2 0 0 , 0 0 0
M.D. -  5 0 , 0 0 0  S e t t l e m e n t
COMMENTS: R e f l e c t s  o u r  a s s e s sm en t  t h a t  t h i s  c a se  was
p r i m a r i l y  a r e s u l t  o f  n u r s i n g  e r r o r .

6 .  H o s p i t a l  -  $ 1 , 4 0 0 , 0 0 0
M.D . -  5 5 0 , 0 0 0  S e t t l e m e n t

A D M I X 1 S  I  R . \ l  I \  I .  S E E N  I (  I ; :  M a r s h  a n d  M c L e n n a n .  I n c o r p o r a t e d



M u  d  i f  i l l  I n d e m n i t y  C o r p o r a t i o n  o f  A l a s k a

Memorandum 
F e b r u a r y  9 ,  1 9 87  
Page Two

COMMENTS: The p h y s i c i a n  i n  t h i s  c a s e  was i n s u r e d  by
MICA and we p a i d  p o l i c y  l i m i t s .  The h o s p i t a l ,  n o t  a 
MICA i n s u r e d ,  p r o v i d e d  a s t r u c t u r e d  s e t t l e m e n t  t h a t  
r e p o r t e d l y  had a c o s t  v a l u e  t o  t h e  h o s p i t a l  o f  
$ 1 , 4 0 0 , 0 0 0  b u t  p r o v i d e d  b e n e f i t s  t o  t h e  p l a i n t i f f  f a r  
i n  e x c e s s  o f  t h a t  amount .  Had t h e  p h y s i c i a n  had h i g h e r  
p o l i c y  l i m i t s  t h e  h o s p i u a l  w ou ld  n o t  have  p a id  as much. 
The h o s p i t a l  ended up b e i n g  t h e  "d eep  p o c k e t "  i n  a v e r y  
bad c a s e  where th e  p h y s i c i a n  d i d  n o t  have  ad equa te  
l i m i t s  o f  c o v e r a g e .

I n  a d d i t i o n  t o  t h o s e  c a s e s  l i s t e d  a b o v e ,  MICA has  s e v e r a l  c l a im s  
and s u i t s  t h a t  i n v o l v e  a MICA i n s u r e d  h o s p i t a l  and one o r  more 
MICA i n s u r e d  p h y s i c i a n s  t h a t  have  been d r o p p ed  o r  t a k e n  t o  t r i a l  
w i t h  a d e f e n s e  v e r d i c t .  I  d i d  n o t  i n c l u d e  t h e s e  s i n c e  t h e r e  was 
no i n d e m n i t y  p a i d  on them.
A n o t h e r  i n t e r e s t i n g  s i t u a t i o n  t h a t  m igh t  have  some l e s s o n s  t o  
l e a r n  s tems f r om  th e  f a c t  t h a t  MICA i n s u r e s  s e v e r a l  h o s p i t a l s  
where t h e  e n t i r e  m e d i c a l  s t a f f  i s  i n c l u d e d  on t h e  h o s p i t a l  p o l i c y  
s i n c e  t h e  p h y s i c i a n s  a r e  em p lo ye e s  o f  t h e  h o s p i t a l .  S p e c i f i c a l l y  
we h av e  had c a s e s  i n  b o th  D i l l i n g h a m  and Nome where i n d em n i t y  has 
been p a i d  u n d e r  t h e  h o s p i t a l  p o l i c y  f o r  a c t i o n s  o f  the  p h y s i c i a n .  
Had t h e  p h y s i c i a n  and h o s p i t a l  been  i n s u r e d  unde r  s e p a r a t e  
p o l i c i e s  i n  t h e s e  i n s t a n c e s ,  I  s u s p e c t  t h a t  t h e  h o s p i t a l  wou ld  
have  b een  a named d e f e n d a n t  as w e l l  as t h e  p h y s i c i a n  b ec au se  th e  
c a r e  r e n d e r e d  i n v o l v e d  a p a t i e n t  i n  t h e  h o s p i t a l .  I n  mos t ,  i f  
n o t  a l l ,  o f  t h o s e  c a s e s ,  h ow ev e r ,  i t  was th e  c a r e  o f  th e  
p h y s i c i a n  t h a t  was i n  q u e s t i o n .
L e t  me p o i n t  o u t  t h a t  i n  c a s e s  1 ,  2 ,  3 and 5 l i s t e d  above th e
amount p a i d  f o r  t h e  p h y s i c i a n  as  opp o sed  t o  t h e  h o s p i t a l  i n  
s e t t l e m e n t  was a m a t t e r  o f  ju dgmen t  on b e h a l f  o f  th e  MICA c l a im s  
s t a f f  and c l a im s  c om m i t t e e .  The a l l o c a t i o n  t o  h o s p i t a l  v e r s u s  
p h y s i c i a n  r e f l e c t e d  o u r  ju d gem en t  as t o  t h e  r e l a t i v e
a p p o r t i o n m e n t  o f  r e s p o n s i b i l i t y  b e tween  th e  p a r t i e s .  I n  each o f  
t h e s e  c a s e s ,  h ow ev e r ,  t h e r e  was a s u i t  i n v o l v e d .  Had th e  ca se  
n o t  ended  i n  s e t t l e m e n t  bu t  gone on t o  t r i a l  I  have e v e r y  r e a s o n  
t o  b e l i e v e  t h a t  j u r y  wou ld  have  f o u n d  t h e  p h y s i c i a n  and h o s p i t a l  
d e f e n d a n t s  p r e t t y  much e q u a l l y  l i a b l e .  Why? Even i n  a c a s e
where t h e  p h y s i c i a n  d e f e n d a n t  a dm i t s  l i a b i l i t y  ( a s  was the  f a c t  
i n  one  o f  t h e  c a s e s  c i t e d  ab ove )  t h e  a rgumen t  can  be made t h a t  
p r o f e s s i o n a l  n u r s i n g  p e r s o n n e l  w i t h i n  t h e  h o s p i t a l  s e t t i n g  had an 
o b l i g a t i o n  t o  do s om e th in g  a b o u t  i t .  I n  f a c t ,  the  more e g r e -  
g i o u s s  and i n d e f e n s i b l e  th e  p h y s i c i a n  b e h a v i o r  i s ,  th e  g r e a t e r
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Mrriicul Indemnity Corporation of Alasku

Memorandum 
F e b r u a r y  9 ,  1 9 87  
Page Th re e
th e  o b l i g a t i o n  on a p r o f e s s i o n a l  n u r s e  t o  imp lemen t  e x i s t i n g  
h o s p i t a l  s y s t em s  t o  c i r c u m v e n t  a n o n r e s p o n s i v e  o r  i n a p p r o p r i a t e l y  
r e s p o n s i v e  p h y s i c i a n .  Most c l a im s  a g a i n s t  p h y s i c i a n s  o c c u r  o v e r  
c a r e  t h a t  i s  r e n d e r e d  t o  p a t i e n t s  i n  h o s p i t a l s .  Ca re  t h a t  i s  
r e n d e r e d  t o  p a t i e n t s  i n  h o s p i t a l s  d oe s  n o t  o c c u r  i n  a vacuum and , 
n o r m a l l y ,  t h e r e  a r e  o t h e r  p r o f e s s i o n a l  p e o p l e  i n v o l v e d  i n  th e  
c a r e  who s h o u l d  p r o v i d e  a sy s tem  o f  ch e ck s  and b a l a n c e s  and who 
w i l l  be h e l d  l i a b l e  i n  th e  e v e n t  t h a t  t h e y  do n o t .
One f i n a l  c a s e  o f  i n t e r e s t  s h o u ld  be m en t i o n e d .  I t  i n v o l v e s  the  
l a r g e s t  s e t t l e m e n t  t h a t  MICA has  e v e r  made on b e h a l f  o f  a 
h o s p i t a l  ( $ 7 5 0 , 0 0 0 ) .  T h i s  l a w s u i t  was b r o u g h t  e n t i r e l y  a g a i n s t  
t h e  h o s p i t a l  and no p h y s i c i a n  was named as a d e f e n d a n t .  I n  my 
o p i n i o n ,  p h y s i c i a n s  i n v o l v e d  i n  th e  p a t i e n t ' s  c a r e  s h o u ld  have 
been  named as  d e f e n d a n t s  and s h o u ld  have  s h a r e d  i n  the  s e t t l e m e n t  
o r  j u d g m e n t .  I  t h i n k  j o u s t i n g  on th e  p a r t  o f  th e  i n v o l v e d  
p h y s i c i a n s  a g a i n s t  th e  h o s p i t a l  c au sed  t h e  f a m i l y  o f  t h e  d ec ea sed  
t o  su e  o n l y  t h e  h o s p i t a l .  I  wou ld  e x p e c t  t h a t  i n  a new e r a  where 
u n i n s u r e d  p h y s i c i a n  have  a v e s t e d  i n t e r e s t  i n  h a v in g  th e  h o s p i t a l  
h e l d  s i g n i f i c a n t l y  l i a b l e  f o r  a bad ou tcome ,  t h e r e  m igh t  be more 
o f  t h i s  k i n d  o f  b e h a v i o r .
I  hope t h e  above  i n f o r m a t i o n  i s  o f  some a s s i s t a n c e  to  y o u .  As I  
m e n t i o n e d ,  t h e r e  have  n o t  been any c a s e s  d e c id e d  unde r  th e  new 
j o i n t  and s e v e r a l  law  and th e  law ,  as p r e v i o u s l y  c o n s t r u c t e d ,  d i d  
n o t  c a u s e  anyone  t o  a s k  j u r i e s  t o  a p p o r t i o n  p e r c e n t a g e  
r e s p o n s i b i l i t y  be tween  p h y s i c i a n s  and h o s p i t a l s .
/jk
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MEDICAL INDEMNITY CORPORATION OF ALASKA (MICA)
A b r i e f  h i s t o r y  and  d e s c r i p t i o n .
P r e p a r e d  b y  R ep .  J o h n  S u n d ' s  o f f i c e ;
R e v i s e d  M a rch  1 6 ,  1 9 87

CREATION
MICA i s  an  i n s u r a n c e  company c r e a t e d  by  t h e  A l a s k a  L e g i s l a t u r e  
t o  p r o v i d e  p r o f e s s i o n a l  l i a b i l i t y  i n s u r a n c e  t o  A l a s k a n  
p h y s i c i a n s  and  s u r g e o n s ,  h o s p i t a l s  and r e l a t e d  h e a l t h  c a r e  
o r g a n i z a t i o n s .  The company was e s t a b l i s h e d  i n  r e s p o n s e '  t o  t h e  
l a c k  o f  a v a i l a b l e  m a l p r a c t i c e  i n s u r a n c e  i n  t h e  s t a t e  i n  t h e  
m i d - 1 9 7 0 s .  MICA commenced b u s i n e s s  on J u n e  2 8 ,  1 9 7 6 .

STRUCTURE
/ ••MICA i s  a d m i n i s t e r e d  b y  a  n in e -m em be r  b o a r d  a p p o i n t e d  b y  t h e  

g o v e r n o r  a n d  c o n f i r m e d  b y  t h e  L e g i s l a t u r e .  The b o a r d  c o n s i s t s  
o f  f o u r  p h y s i c i a n s ,  a  h o s p i t a l  a d m i n i s t r a t o r ,  tw o  i n s u r a n c e  
i n d u s t r y  p r o f e s s i o n a l s  and  two p e r s o n s  u n r e l a t e d  t o  t h e  h e a l t h  
c a r e  and  i n s u r a n c e  i n d u s t r i e s .  The b o a r d  m a i n t a i n s  a p l a n  o f  
o p e r a t i o n ,  w h i c h  i s  s u b j e c t  t o  a p p r o v a l  b y  t h e  s t a t e  d i r e c t o r  
o f  t h e  D i v i s i o n  o f  I n s u r a n c e .
The L e g i s l a t u r e  d e l i b e r a t e l y  s e t  up MICA t o  be  a  f r e e - s t a n d i n g  
c o r p o r a t i o n  w i t h  no  d i r e c t  p o l i t i c a l  i n v o l v e m e n t  i n  i t s  
o p e r a t i o n s .  MICA r e p o r t s  t o  t h e  D i v i s i o n  o f  I n s u r a n c e  i n  t h e  
same m anne r  a s  a l l  i n s u r a n c e  com pan ie s  o p e r a t i n g  i n  t h e  s t a t e .  
H ow eve r ,  u n l i k e  o t h e r  i n s u r a n c e  c om p an ie s ,  t h e  D i v i s i o n  o f  
I n s u r a n c e  d o e s  h a v e  an  e x t e n d e d  r e l a t i o n s h i p  w i t h  MICA t h r o u g h  
a p p r o v a l  o f  t h e  p l a n  o f  o p e r a t i o n ,  and c a p i t a l i z a t i o n  l o a n s  
( e x p l a i n e d  b e l o w )  . The D i v i s i o n  i s  a l s o  i n v i t e d  t o  a l l  MICA 
b o a r d  m e e t i n g s ,  b u t  d o e s  n o t  v o t e .
MICA i s  b a s e d  i n  A n c h o r a g e .  The d a i l y  o p e r a t i o n s  a r e  managed 
b y  t h e  b r o k e r a g e  f i r m  M a rsh  & McLennan . B u t  t h e  MICA b o a r d  i s  
m ov ing  t o w a r d  s e l f -m a n a g e m e n t .  M ICA's  a c t u a r y  i s  M i l l i m a n  & 
R o b e r t s o n .
The s t a t e  r u l e d  t h a t  MICA i s  exempt f r om  in com e  t a x e s .  T h a t  
h a s  n o t ,  t o  d a t e ,  b e en  c h a l l e n g e d  b y  t h e  I R S . »
By s t a t u t e ,  MICA may be t e r m i n a t e d  b y  t h e  d i r e c t o r  o f  t h e  
D i v i s i o n  o f  I n s u r a n c e  i f  i t  p o s t s  w r i t t e n  p rem iums f o r  two 
c o n s e c u t i v e  y e a r s  o f  l e s s  t h a n  35 p e r c e n t  o f  a l l  p rem iums 
w r i t t e n  i n  t h e  s t a t e  f o r  p h y s i c i a n s ' m e d i c a l  m a l p r a c t i c e  
i n s u r a n c e ,  o r  p o s t s  p rem iums f o r  one  c a l e n d a r  y e a r  o f  l e s s  
t h a n  20 p e r c e n t  o f  a l l  m a l p r a c t i c e  p rem iums i n  t h e  s t a t e .  The 
d e c i s i o n  t o  t e r m i n a t e  w ou ld  be made by t h e  d i r e c t o r  o f  
i n s u r a n c e  f o l l o w i n g  m i b i i c  h e a r i n g s .



CAPITALIZATION

The L e g i s l a t u r e  e s t a b l i s h e d  i n  t h e  D e p a r tm en t  o f  Commerce and 
Econom ic  D e v e l o p m e n t  a m e d i c a l  m a l p r a c t i c e  l i a b i l i t y  r e v o l v i n g  
l o a n  fu nd  t o  c a p i t a l i z e  MICA. The fund  i s  a d m i n i s t e r e d  b y  t h e  
d i r e c t o r  o f  i n s u r a n c e .  The o r i g i n a l  l o a n  was $3 m i l l i o n ,  
p a y a b l e  a t  7 p e r c e n t  i n t e r e s t .  MICA i s  p a y i n g  i n t e r e s t ,  b u t  
t h e r e  i s  no d u e  d a t e  on t h e  p r i n c i p a l  and t h e  s t a t e  l o a n  i s  
s u b o r d i n a t e  t o  a l l  o t h e r  o b l i g a t i o n s  o f  t h e  c o r p o r a t i o n .  MICA 
m us t  make a l o a n  r e p a ym en t  i n  t h e  e v e n t  o f  a n  u n d e r w r i t i n g  
p r o f i t ,  b u t  t h a t  h a s  n o t  h appened  t o  d a t e .  The b o a r d  i n t e n d s  
t o  p a y  o f f  t h e  l o a n  i n  15 y e a r s .
I n  1 9 7 9 ,  t h e  D i v i s i o n  o f  T r e a s u r y  p u r c h a s e d  t h e  $3 m i l l i o n  
n o t e  f r om  Commerce and Econom ic  D e v e lo pm en t ,  t h e r e b y  p u t t i n g  
$3 m i l l i o n  m o r e  i n t o  t h e  f u n d  f o r  MICA t o  b o r r o w  i n  t h e  
f u t u r e . '  I n  l a t e  1 9 8 6 ,  MICA r e q u e s t e d  an a d d i t i o n a l  $3 m i l l i o n  
l o a n  t o  o f f s e t  l o s s e s  e x p e r i e n c e d  i n  1985  ( s e e  e x p l a n a t i o n  
b e l o w ) . The d i r e c t o r  o f  i n s u r a n c e  a p p r o v e d  a  $2 m i l l i o n  l o a n  
w h ic h ,  by  s t a t u t e ,  i s  p a y a b l e  i n  f i v e  y e a r s  a t  6 p e r c e n t  
i n t e r e s t .  T h e  f u n d  b a l a n c e  i s  now $1 m i l l i o n .

FINANCIAL STATUS
Due l a r g e l y  t o  a r e i n s u r a n c e  p r o b l e m  ( e x p l a i n e d  b e l o w ) , MICA, 
p o s t e d  a $ 2 . 1 4  m i l l i o n  l o s s  i n  1 9 8 5 .  The company u sed  i t s  
e n t i r e  $2 m i l l i o n  s u r p l u s  b u i l t  up i n  p r i o r  y e a r s  t o  o f f s e t  
t h e  l o s s .  (H e n c e  t h e  r e a s o n  f o r  t h e  l o a n  r e q u e s t  i n  1 9 8 6 . )  
M ICA 's  a s c ^ t s  t o t a l e d  $ 1 0 . 4 7  m i l l i o n  a t  t h e  end o f  1 9 8 5  w i t h  
$ 6 . 5  m i l l i o n  i n  r e s e r v e  f o r  c l a im  p aym en ts .

REINSURANCE PROBLEM OF 198 5 . ; •/
I n  l a t e  1 9 8 4 ,  a f t e r  MICA had  s e t  i t s  p o l i c y  r a t e s  f o r  1 9 8 5 ,  
t h e  company f a c e d  a p r o b l e m  w i t h  i t s  r e i n s u r e r s  w h ich  l e d  t o  a 
f i n a n c i a l  l o s s .  One o f  t h e  c om pany ' s  r e i n s u r e r s  d e n i e d  
r e n e w a l  o f  M ICA 's  p o l i c y  w h i l e  a n o t h e r  a p p r o x im a t e l y  t r i p l e d  
i t s  premium r a t e .  N o t  o n l y  d i d  t h e  r e i n s u r a n c e  c o s t  i n c r e a s e ,  
t h e  c o v e r a g e  d im i n i s h e d ,  l e a v i n g  MICA w i t h  g r e a t e r  p e r s o n a l  
r i s k  i n  c l a im  s e t t l e m e n t s .  B e c au s e  o f  t h e  l a t e  n o t i c e  on t h e  
r e i n s u r a n c e  r a t e s ,  MICA c o u l d  n o t  r e f l e c t  t h e  i n c r e a s e  i n  i t s  
p rem ium r a t e s .  T h u s ,  1 9 8 5  p o s t e d  a l a r g e  l o s s .  MICA a l s o  had  
a c o u p l e  o f  l a r g e  c l a im s  i n  1 9 8 5  wh ich  t h e  r e i n s u r a n c e  d i d  n o t  
f u l l y  c o v e r ,  a d d i n g  t o  M ICA 's  d i p  i n t o  i t s  s u r p l u s .  MICA 
o b t a i n e d  b e t t e r  r e i n s u r a n c e  i n  1 9 8 6  and f o r  1 9 8 7 ,  b u t  t h e  
company a l s o  h a s  t o  r e c o u p  some o f  t h e  1 9 85  l o s s e s .  As a 
r e s u l t ,  and a s  a r e f l e c t i o n  o f  m a l p r a c t i c e  i n s u r a n c e  i n  
g e n e r a l ,  M ICA 's  p o l i c y  r a t e s  i n c r e a s e d  as  much a s  90 p e r c e n t  
f r om  1985  t o  1 9 8 6 .



PRESENT S ITUATION WITH HOSPITALS
MICA r e c e n t l y  e s t a b l i s h e d  a new p o l i c y  r e q u i r i n g  t h a t  a l l  
p h y s i c i a n s  i n  M IC A -c o v e r e d  h o s p i t a l s  c a r r y  $ 5 0 0 , 0 0 0  l i a b i l i t y  
i n s u r a n c e .  M e e t i n g  t h a t  r e q u i r e m e n t  i s  c a u s i n g  f i n a n c i a l  
d i f f i c u l t i e s  f o r  a t  l e a s t  7 o f  t h e  12 h o s p i t a l s  i n s u r e d  b y  
MICA i n  1 9 8 6 :

W r a n g e l l
C o r d o v a
Homer
P e t e r s b u r g
Sewa rd
S i t k a
P a lm e r

B e c au s e  o f  t h e  h a r d s h i p  t o  t h e  h o s p i t a l s ,  MICA t h e n  a g r e e d  t o  
e s t a b l i s h  a s e p a r a t e ,  and h i g h e r  r a t e  f o r  t h o s e  h o s p i t a l s  
whose  p h y s i c i a n s  a r e  n o t  c a r r y i n g  a t .  l e a s t  $ 5 0 0 , 0 0 0  .•
m a l p r a c t i c e  i n s u r a n c e .
As o f  t h i s  w r i t i n g ,  MICA i s  i n  t h e  p r o c e s s  o f  s e t t i n g  t h e  new 
r a t e s  and  i t  a p p e a r s  t h e  added  c o s t  t o  t h e  h o s p i t a l s  w i l l  be 
a p p r o x i m a t e l y  25 p e r c e n t  o f  wha t  t h e  p h y s i c i a n s 1 p rem ium w ou ld  
h a v e  b e e n .  ( F o r  ' i x am p le ,  i f  t h e  h o s p i t a l  h ad  two d o c t o r s  
w i t h o u t  i n s u r a n c e  and t h e i r  i n s u r a n c e  w ou ld  h a v e  c o s t  $ 2 0 , 0 0 0  
e a c h ,  t h e  ad d ed  p rem ium  . c o s t  t o  t h e  h o s p i t a l  w ou ld  be  
$10,000.)



MICA P rem ium s  f o r  W r a n g e l l  G e n e r a l  H o s p i t a l

MICA
H o s p i t a l  B u dg e t  
MICA % o f  T o t a l  B udg e t

1985  
$ 1 7 , 9 0 0 *  

$ 1 . 9  m i l l  
.94%

1986  
$ 5 8 , 0 0 0 *  

$ 2 . 0  m i l l  
2 . 9%

1937  
$ 5 4 , 0 0 0 * *  

$ 2 . 0  m i l l  
2 . 7%

*C o v e r a g e  i n  1 9 8 5  was $1  m i l l i o n  maximum p e r  o c c u r r e n c e  and $2 
m i l l i o n  a g g r e g a t e .  C o v e r a g e  i n  1 9 8 6  and  1 9 8 7  d r o p p e d  t o  
$ 5 0 0 , 0 0 0  p e r  o c c u r r e n c e  and $1 m i l l i o n  a g g r e g a t e " . *
* * W r a n g e l l  H o s p i t a l ' s  p rem ium r a t e  f o r  1 9 8 7  was f i r s t  q u o t e d  
a t  $ 8 1 , 0 0 0  ( i n  J a n u a r y  o f  t h i s  y e a r . )  MICA j u s t  r e v i s e d  t h e  
r a t e  t o  $ 5 4 , 0 0 0 .  B u t  t h a t  r a t e  d oe s  n o t  i n c l u d e  any  s u r c h a r g e  
f o r  h a v i n g  a p h y s i c i a n  i n  t h e  h o s p i t a l  who d o e s  n o t * h a v e  
m e d i c a l  m a l p r a c t i c e  i n s u r a n c e .  W r a n g e l l  h a s  one  p h y s i c i a n  
w i t h o u t  c o v e r a g e .



medical wormim conronATinn or alaska i/
pneiuwis EAitnrn Aim ci.aiiis aiialtsis (cnoss of reiii.hiraiice)

1976 1977 177 fl 1979 1990 1991 199? 1773 1999 19(19 1995 TOTAI.

rnnirun.'!!
premiums i/dittem 1372.101 7999,969 11,050,303 11,311,111 11,213,110 li,9oi,33l H,951 ,951 12,007,096 I2.775.055 Ir,921,005 15,926,076 122,281,5
LESS REIIISURAIICE CEDED 1627,328 1293.753 *799,611 1751,338 1901,167 11,119,69? 1997,193 11,015,000 16,311,1
PREMIUMS EAPIIEO 1372,191 1900,969 11,050,303 : 1713,703 1919,357 11,001,693 11,197,616 11,202,929 11,655,363 12,023,022 $1,091,076 115,910,1

G B C S E E S ,  G E S E E S S a  E E E I E S S E E E  E 3 E S E S E 9  I B E S t E E E  E I E E I E E E I E  19 11 93 X1 11  1399 3X 33 9=  3 3 33 = 3 = 3 3 3  39 3= 3 3 = 3 3 8  3=33333333 333333333

CLOSED CLAIMS:
LOSS Aim LOSS
ADJUSTIIEIIT ExrEIISE TA1D 10 1107,670 $592,ill 102,701 1669,012 1335.563 11,211,916 12,369,910 11,201,231 11,017,591 136,960 17,809,9
inmocn OF CLOSED CLAIMS 0 9 II 5 16 1 16 20 22 27 21 ^ f
AVEOACE SCVEniTT CLOSED CLAIMS 10 115,297 135,676 116,510 111,063 120,973 160,597 1107,721 117,561 112,100 15,200 119.7

orcii CI.AIIIS:
OESEnVES 12/31/06 113,619 11,726,517 16,505,152 13,377,610 111,701,2
PAIIIEIITS Timu 12/31/06 100,955 1955,939 199,055 1159,225 II,295.0

IIICUnOEO OrEII CLA»M3 191,571 15,602,156 16,695,307 13,536,965 115,999,2'
IIIIIIDE9 OF OrEII CLAIMS 3 11 26 21 I

AVE9ACE SEVE9I7T OPEII CLAIMS 131 ,525 1105,890 1257,127 1117,369 1?10,7'

TOTAL OrEII AIIO CLOSED CLAIMS:
TOTAL TAID AIIO nESEnVED (IIICUnnED) 10 1107,670 1392,111 102,701 1669,012 1335,563 11,211,916 12,161,192 16,966.687 17,702,090 13,573,925 f  123,009,0’
TOTAL CLAIMS 0 9 11 5 16 16 20 25 11 50 31

AVEnACE SEVEniTr ALL CLAIMS 10 115,297 135,676 H6,5lO 111 ,863 120,973 160,597 190,500 1169,919 1151,058 1115,205 1106,2''



MEDICAL II1DEMIIITT COnrORATIOII Or ALASKA
rnmniMs eariied aiio claims aiialtsis (iiet nr nEiimiinAiicE)

1976 1977 1978 1979 1980 1981 1982 1983 I9IM1 1985 19ns TOTAL

premiums eaihiei)
CLOSED CLAIMS!

I372.m il 1080,969 11,050,303 1713,703 1919,357 11,001,693 11,197.616 11 ,202,929 11,655,363 12.023 11,001,076 115,910,1

IIET LC5S AIID LOSS
ADJUSTIIEIIT EXPENSE PAID }0 1107,670 1301,170 102,701 1561,511 1335,563 11,170,505 11,270,609 1037,660 1922,986 116,960 16,010,7
IIUMREfl OF CLOSED CLAIMS 0 " 9 11 5 16 ' " 16 20 22 27 28 7 |-
AVERAGE SEVERITX CLOSED CLAIMS fO 115,297 131,679 115,510 135,201 120,973 158,529 157,755 131,025 130,158 !5,?Po 130,2

orm claims!
RESERVES 12/31/06 113.619 11,391,517 13.771.753 13.307,610 J 8,101,5
PATIIEIITS TIIDII 12/31/06 100,955 1955,939 199,855 1159,225 11,295,9

IIICUnRED OrEII CLAIMS 191,571 12,317,156 13,871,608 13,166,865 19,780,5'
iniMnrn or opeii claims 3 19 j; ?)| ,
AVERACE SEVERITI orEII CLAIMS ' _ 131,525 1167,675 1110,903 1111,153 1115,9.

TOTAL OPEII AIID CLOSED CLAIMS!
TOTAL TAID AIID DESERVED (IIICIIRREO) to 4107,670 1301,170 182,701 1561,511 1335,563 11,170,585 11,365,103 43,105,121 tl.791,59'1 13,50J,8?5 1̂ 15,791,2'
TOTAL CLAIMS 0 9 11 5 16 16 20 25 11 5(1 II ?,
AVEnAGE SEVEniTT ALL CLAIMS 10 115,297 131,679 116,510 135,201 120,973 458,529 151,607 177,606 195,89? 1113,027 170,1'
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-i-V-l—L  V./XA. Corporation of Alaska

MICA POLICYHOLDER PROFILE 

YEAR ENDING PHYSICIANS HOSPITALS RELATED HEALTH CARE

1 2 - 3 1- 3 6 336 11 14

1 2 - 3 1 - 8 5 354 12 12

1 2 - 31-84 300 12 10

12-31-83 213 12 11

1 2 - 3 1- 8 2 200 13 12

12-31-31 161 13 9

1 2 - 3 1- 3 0 138 13 9

1 2 - 3 1- 7 9 104 13

ADMIN ISTRATIV E SE R V IC E :  M a r s h  and MeL e n n a n . I o rat ed
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C O N T I N U A T I O N  o f  F I S C A L  N O T E  A N A L Y S I S

For Bill/Resolution No. SB 237

This bill amends AS 12.55. 155(d) (12) by adding assistance to 
authorities to prosecu :e other persons to the list of mitigators 
available to a defendant in a criminal sentencing. The bill also amends 
existing law by broadening the circumstances under which mitigators are 
granted from providing assistance regarding the offense for which the 
defendant was charged to providing assistance on any criminal offense. 
Thus a defendant's sentence could be reduced if he provided information 
about an offense completely unrelated to the crime for which the 
defendant was convicted, even if .such information could not be verified. 
Because this bill changes the law regarding sentencing, it will not have 
a fiscal impact on the Department of Law.

page 1  of



EILL NO:" HB 2-37 DATE: 4/21/87

TITLE: "An Act p r o v i d i n g  that CONTACT: James D. V a d e n

assistance to a u t h o r i t i e s  Deputy C o m m i s s i o n e r

to detect, a p p r e h e n d ,  or

prosecute o t h e r  p e r s o n s  is

conduct c o n s t i t u t i n g  a m i t i g a t i n g

factor in c r i m i n a l  s e n t e n c i n g . "

O  H
w  P r o vi d e s  an incentive f o r  p e r s o n s  a c c u s e d  o f  a crime to provide i n f o r m a t i o n  to

a u t h o r i t i e s  to detect, a p p r e h e n d ,  o r  p r o s e c u t e  o ther offenders i n v o l v e d  in the

55 <  c o m m i s s i o n  of criminal o f f e n s e s .
W  oo

s  T h i s  p r o p o s e d  legislation w o u l d  a s s i s t  a u t h o r i t i e s  by e n c o u r a g i n g  persons

H u  i n v ol v e d  in or having k n o w l e d g e  of c r i minal a c t i v i t y  to come f o r w a r d  w i t h  t h e i r

H  i n f o r m a t i o n  and assist t h e  c r i m in a l  j u s t i c e  a g e n c i e s  in i d e n t i f y i n g  an d  prose-

^  ^  c u t i n g  o t h e r  offenders. T h i s  t ype o f  a s s i s t a n c e  to the criminal j u s t i c e

^  w  a g e n c i e s  w o u l d  be c o n s i d e r e d  by the s e n t e n c i n g  court as a m i t i g a t o r  to pre-

w  13 s u m p t i v e  sentencing as s e t  o u t  in 1 2 .55.125.
Q  CU

T h e  D e p a r t m e n t  of Public S a f e t y  s u p p o r ts  this legislation.

A r t h u r  English 
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S e n a t e  J u d i c i a r y  C o m m i t t e e  

P.  0.  B o x  V 

J u n e a u ,  A K  9 9 8 1 1

D e a r  S e n a t o r  K e r t t u l a :

I w o u l d  l i k e  t o  b r i n g  t o  y o u r  a t t e n t i o n  a 

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

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

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

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

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

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

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

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

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

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

i n s t i t u t i o n .  A t  t h e  t i m e  o f  s e n t e n c i n g ,  i t  w a s  d i c o v e r e d  

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

c a s e  a n d  b o t h  t h e  p r o s e c u t o r  a n d  I b e g a n  t o  e x a m i n e  A S

1 2 . 5 5 . 1 5 5 .  In t h e  c o u r s e  o f  o u r  r e v i e w ,  i t  a p p e a r e d  t o  b o t h

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

t h e r e  h a d  b e e n  l e g i s l a t i v e  o v e r s i g h t  a s  t o  o n e  o f  t h e  

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

e x i s t s  i f :  " T h e  d e f e n d a n t  a s s i s t e d  a u t h o r i t i e s  t o  d e t e c t  o r

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

d e f e n d a n t . "  S e e  A S  1 2 . 5 5 . 1 5 5 ( d ) ( 1 2 ) .  M y - c l i e n t  p r o v i d e d  a n  

e q u i v a l e n t  s e r v i c e  t o  t h e  S t a t e ,  b u t  d u e  t o  t h e  f a c t  t h e  

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

t o  t h e  S t a t e  i n  t h e i r  p r o s e c u t i o n  a n d  c o n v i c t i o n  w e r e  n o t  

c o - d e f e n d a n t s  i n  h i s  c a s e ,  h e  w a s  d e n i e d  t h e  a p p l i c a t i o n  o f  

t h i s  m i t i g a t i n g  f a c t o r .

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

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

d e t e c t  a n d / o r  a p p r e h e n d  c o - d e f e n d a n t s  a s  o p p o s e d  t o  s o m e o n e
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w h o  p r o v i d e s  i n f o r m a t i o n  a s  t o  t h i r d - p a r t i e s .  O n e  r e s u l t  o f  

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

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

o t h e r  c a s e s  t o  g e t  t h i s  h e l p .  P r o s e c u t o r s  a r e  s o m e t i m e s  

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

" d e a l "  w i l l  b e  b r o u g h t  o u t  o n  c r o s s - e x a m i n a t i o n , i f  a n d  w h e n  

t h e  i n f o r m a r . t  t e s t i f i e s ,  t h e r e b y  p o s s i b l y  w e a k e n i n g  t h e  

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

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

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

i n v o l v i n g  a n  i n d i v i d u a l  w h o  i s  f a c i n g  c h a r g e s  h i m s e l f .  T h e  

c u r r e n t  s i t u a t i o n  i n v o l v i n g  t h e  s t a r  w i t n e s s  i n  t h e  M c K a y  

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

I w o u l d  l i k e  t o  s u g g e s t  t o  y o u  f o r  p o s s i b l e  

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

C o m m i t t e e ,  a n  a m e n d m e n t  t o  A S  1 2 . 5 5 . 1 5 5 ( d )  w h i c h  r e a d s  a s  

f o l l o w s :

( 1 2 )  T h e  d e f e n d a n t  a s s i s t e d  a u t h o r ­

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

p r o s e c u t e  o t ^ e r  p e r s o n s  w h o  c o m m i t t e d  

L t h e  J a n  o f f e n s e  [ w i t h  t h e  d e f e n d a n t ] .

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

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

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

t r i a l  j u d g e  b e i n g  g i v e n  t h e  l a t i t u d e  t o  t a k e  i n t o  a c c o u n t  

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

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

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

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

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

c o n t e m p l a t i o n  o f  a p r e f e r e n t i a l  t r e a t m e n t  o f  o r  d e a l  

c o n c e r n i n g  t h e i r  o w n  c h a r g e s .  A p r o v i s i o n  s i m i l a r  t o  t h i s  

i s  i n c l u d e d  i n  t h e  n e w  A n t i - d r u g  A b u s e  A c t  o f  1 9 8 6  o n  t h e  

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

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

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

t i a l  a s s i s t a n c e "  i n  t h e  i n v e s t i g a t i o n  o r  p r o s e c u t i o n  o f  

a n o t h e r  p e r s o n  w h o  h a s  c o m m i t t e d  a n  o f f e n s e  ( S e e  § 1 0 0 7 . ) .
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F r o m  t h e  p o i n t  o f  v i e w  o f  t h e  p r o s e c u t o r ,  I 

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

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

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

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

h a v e  o r  o f f e r  w h a t e v e r  a s s i s t a n c e  t h e y  c a n  g i v e .  A s  s u c h ,  I 

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

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

i s  m a d e  p r i o r  t o  h i s  m i d - J u n e  s e n t e n c i n g  d a t e .  T h a n k  y o u  in  

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

e n j o y  h e a r i n g  y o u r  t h o u g h t s .

Y o u r s  t r u l y ,

" 7 5 7
B e n  E s c h

B E / c a g
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---------------------------------------------------------- Chief Justce

Supreme Court

The  A l a s k a  J u d i c i a l  C o u n c i l  f o u n d  t h a t  p r e s u m p t i v e  s e n t e n c i n g  c a u s e d  o n l y  p a r t  
o f  t h e  i n c r e a s e s  i n  c o u r t  f e l o n y  t r i a l s  a n d  p r i s o n  p o p u l a t i o n s  d u r i n g  t h e  e a r l y  
1 9 8 0 s .  A o n e - h u n d r e d  p e r c e n t  i n c r e a s e  i n  t h e  numbe r  o f  c o n v i c t e d  o f f e n d e r s ,  and  
l e g i s l a t i v e  r e c l a s s i f i c a t i o n  o f  d r u g  and  s e x u a l  o f f e n s e s  c o n t r i b u t e d  e q u a l l y  t o  h i g h  
c o u r t  c a s e l o a d s  a n d  j a i l  o v e r c r o w d i n g .  T h e  J u d i c i a l  C o u n c i l ' s  s t u d y  was b a s e d  on  
d a t a  a b o u t  a l l  1 9 8 4  f e l o n y  c a s e  f i l i n g s  t h a t  r e s u l t e d  i n  a  c o n v i c t i o n  and  s e n t e n c e .  
T h e  d a t a  w e r e  p r o v i d e d  b y  s t a t e  a g e n c y  c o m p u t e r i z e d  i n f o r m a t i o n  s y s t e m s ,  e s p e c i a l l y  
t h e  D e p a r tm e n t  o f  Lav / ' s  ERQMIS s y s t e m .  D e p a r tm e n t  o f  P u b l i c  S a f e t y  a n d  D ep a r tm en t  
o f  C o r r e c t i o n s  a l s o  c o n t r i b u t e d  d a t a  f o r  t h e  r e p o r t .

T h e  s t u d y  f o u n d  t h a t  1 4 . 3%  o f  t h e  o f f e n d e r s  h a d  b e e n  c o n v i c t e d  a f t e r  a  t r i a l .  
N e a r l y  20% o f  t h e  1 9 8 4  o f f e n d e r s  h a d  a  m i s d em e an o r  a s  t h e i r  f i n a l ,  m o s t  s e r i o u s  
c h a r g e  o f  c o n v i c t i o n .  O n l y  2 . 8 %  o f  t h e  c o n v i c t e d  o f f e n d e r s  p l e d  g u i l t y  i n  a  
r e c o r d e d  p l e a  b a r g a i n  a s  a n  e x c e p t i o n  a l l o w e d  u n d e r  t h e  A t t o r n e y  G e n e r a l ' s  
p r o h i b i t i o n  o f  p l e a  b a r g a i n i n g .

S e n t e n c e  l e n g t h s  f o r  o f f e n d e r s  w e r e  s t r o n g l y  r e l a t e d  t o  t h e  s e r i o u s n e s s  o f  t h e  
o f f e n s e .  T h e  m o s t  s e r i o u s  o f f e n s e s  ( U n c l a s s i f i e d )  r e c e i v e d  s e n t e n c e s  r a n g i n g  f r o m  
8 7 . 9  m on th s  f o r  s e x u a l  a b u s e  o f  a  m i n o r  I  t o  4 0 1 . 3  m on th s  f o r  m u r d e r  I .  C l a s s  A 
o f f e n s e s  t y p i c a l l y  r e c e i v e d  s e n t e n c e s  o f  a b o u t  5  y e a r s ,  C l a s s  B o f f e n s e s  w e r e  
s e n t e n c e d  t o  a b o u t  2 y e a r s  an d  C l a s s  C o f f e n s e s  t o  a b o u t  1  y e a r .  T h e  s t u d y  f o u n d  
t h a t  t h e  p r e s u m p t i v e  s e n t e n c i n g  scheme h a d ,  w i t h  f ew  e x c e p t i o n s ,  r e s u l t e d  i n  
c o n s i s t e n t  s e n t e n c e  l e n g t h s  f o r  m o s t  o f f e n d e r s .

T he  r e p o r t  f o u n d  a  100% i n c r e a s e  i n  t h e  amoun t  o f  p r i s o n  t im e  imposed  be tween  
1 9 8 0  a n d  1 9 8 4 .  T he  s t u d y  e s t i m a t e s  t h a t  t h e  i n c r e a s e d  numbers  o f  c o n v i c t i o n s  
b e tw e e n  1 9 8 0  a n d  1 9 8 4  a c c o u n t e d  f o r  a b o u t  40% o f  t h e  i n c r e a s e d  p r i s o n  t im e  i n  1 9 8 4 .  
L e g i s l a t i v e  c h a n g e s ,  i n c l u d i n g  p r e s u m p t i v e  s e n t e n c e s  f o r  f i r s t - t i m e  f e l o n y  o f f e n d e r s  
c o n v i c t e d  o f  C l a s s  A o f f e n s e s  an d  r e c l a s s i f i c a t i o n  o f  s e x u a l  and  d r u g  o f f e n s e s ,  
a c c o u n t e d  f o r  a n o t h e r  40% o f  i n c r e a s e d  p r i s o n  t i m e .  T h e  b a l a n c e  o f  t h e  i n c r e a s e  was 
d u e  t o  t h e  f a c t  t h a t  a  h i g h e r  p e r c e n t a g e  o f  1 9 8 4  o f f e n d e r s  w e r e  c o n v i c t e d  o f  s e r i o u s  
c r im e s  t h a n  w e r e  1 9 8 0  o f f e n d e r s .

A d d i t i o n a l  c o p i e s  o f  t h e  r e p o r t  a r e  a v a i l a b l e  u p on  r e q u e s t  f r o m  t h e  A l a s k a  
J u d i c i a l  C o u n c i l .  C o n t a c t :  T e r e s a  W. C a m s ,  A c t i n g  D i r e c t o r ,  A l a s k a  J u d i c i a l
C o u n c i l ,  1 0 3 1  \!. 4 t h  Avenue ,  S u i t e  3 0 1 ,  A n c h o r a g e ,  A l a s k a  9 9 5 0 1 ,  t e l e p h o n e  2 7 9 - 2 5 2 6 .  .



FIGURE 3 

(Alaska Felony Sentences: 1 9 8 4 )
Types of Convictions

Judge Trial 
Guilty as Charged 

0.6%
Judge Trial 

Guilty o f 
Lesse r O ffense  

0 . 4 %

Original vs. A m e n d e d  Charge
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FIGURE 7 
Alaska Felony Sentences: 19B4

Comparison of Mean Sentence Length For Selected Offenses
by Class of Offense*

U N C L A S S IF IE D
.. vy.tvrmyr

   -  ., S \ S \ N S \ \ \ \ S \ \ \ \ S \ S N S \ N S N N N ^ N N S >* N N \ N N N N \ S \y s / / / / y y / / y / y y y y / y / / / / y / y / / / / y / / / / y / y / / y / /. \ \ \ \ S \ N N S \ \ \ \ \ \ \ N S \ S S \ N \ S N V \ N \ S S \ N S V \ S N \ S■ «'f ^ 1 m "     ' ~~ ~ — —
K IDNAPPING 101 .8  (2) 

' Y y A  . x - ' SEXUAL ASSAULT I 99.

MURDER  II 313 .1 (7)

6 (3 2 )
■L-A: . v SEX ABUSE OF  MINOR I 8 7 .9  (28)

C LA S S  A
> ̂ g g i ^ A S S A U L T  I 82.3 (12) 

\ N n \ \ n \ \ ‘« \ n s \ \ \ \ \ \ \ \ n \ \ \ \ \ n \ \ \ \ \ n \\  M A N S LA U G H T FR  64 P (10^

R O B BERY  I 6 3 .2  (3 3 )
0 w ~-- ' *, V V* , ~| MICS 2ND 62 .8  (18 )
.■■ ■■■ : ;V \ : : ■ ■':j);/■:: j :■■■:. - ^ JT  ASSAULT I 4 5  (2)

C LA S S  B
SFI "I ? ’•! P' V■' 11 V"

\ N N \ N \ N \ \ N Syyy / y / yyy / yx \ n \ n \ \ \ \ \ \ v

ASSAULT  II 27 .8  (24) 
R O B B E R Y  II 27.1 (18)
THEFT  I 28 .8  (5)

. BURGLARY  I 24 .0  (49) 
FO R G E R Y  I 2 4 . 0 ( 1 )
^  SEX  ASSAULT II 28 .7  (9) 
|S E X  ABUSE  II 26.1 (37)

TiV r .
MICS 3RD  12 .5  (79 )

ARSON II 15 .5  (6 )

C LA SS  C
; >>- ASSAULT  III 1 1 .9  (5 5 )
f ✓ f / / .\ \ \ N \/ / / * /  NEGLIGENT HOMICIDE 14.3 (4)

BURGLARY  II 17.1 (57 )
THEFT II 1 6 .2  (5 5 ) 

FO RG ERY  II 17 .2  (9)V7ZV 7?//,j " 1
^  CRIM M ISCHIEF II 14 .3  (11 )

M ICS 4TH 12 .2  (2 6 )
ATT. SEX  ABUSE  MINOR II 10.7 (3) 
SEX  ABUSE MINO R  III 10 .3  (4)

INCEST  36 .7  (J)
SEX  ASSAULT III 2 6 .0  (1)

SEX  ABUSE  MINOR BEFORE  10/17/83 24 .4  (8)
PROMOTE CONTRABAND I 1 4 .0 (4 )

‘N u m b e r  of sentences is s h o w n  in parentheses.

All sentence lengths are in months.

“Includes one  sentence of 20 years (240 months)

- 89 -



FIGURE 6

(ALASKA FELONY SENTENCES: 1 9 8 4 )
Increase in Total Prison Time: Percent of

Increase Due to Specific Factors

More Se rious , 
Charges ■ 
1 8 . 7 %  ;
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o f Convictions /
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>  (4 , 1 5 4 .5  mo.) 
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\S N \/

Rec lass i f ica t ion , etc. 
4 1 . 6 %  

( 4 , 4 3 8 .6  mo.)
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‘ "An Act r e l a t i n g  to c o m m u n i c a t i o n s  to a p s y c h o l o g i s t  or 

p s y c ho l o g i c a l  a s s o c i a t e  b y  a c l i e n t. "
. lk v'-i . i . *. ; ,! i 1
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• "  * - .I I { . • . . . . .  . .  . .  I . • , . ; - . .  ..

SB 252 p r o v i d e s  fo r  e x c ep t i o n s  to c o n f i d e n t i a l  c o m m u n i c a t i o n s  b e t w e e n  ‘f.'.u-j; . 

p s y c h o l o g i s t s  or psych o lo g i c a l  a s s o c i a t e s  and t h e i r  clients. T h e  -Vi..}■••'}': | M ' /  ' 

; D e p a r t m e n t  of C o m m e r c e  and E c o n o m i c  D e v e l o p m e n t  s up p o r t s  both th e  need • i'iTir.l 

f o r  c o n f id e n t i a l  c o m m u n i c a t i o n  and t h e  n eed f o r  th e  e x e m p ti o n s  

i d e n t i f i e d  in this bill. T h e d e p a r t m e n t  w ou l d ,  however, r e c o m m e n d  

a m e n d i n g  S e c t i o n  1(5) to read:
i ! ;• (• : ; "I -I ■■ v  : i ’

; lif.(5) p r o c e e d i n g s  c o n d u c t e d  by t h e  b o a r d  o r  th e  de p a r t m e n t  

h w h e r e  the d i s c l o s u r e  of c o n f i d e n t i a l  c o m m u n i c a t i o n s  is

n e c e s s a r y  to def e n d  a g ai n s t  c h a r g e s  [BY T H E  CLIE N T ]  that 

the p s y c h o l o g i s t  or p s y ch o l o g i c a l a s s o c i a t e  has v i olated 

p r o v i s i o n s  of thi s  chapter.

T h e  w o r d  " d e p a r t m e n t "  is included in o r d e r  to c l a r i f y  that 

i n v e s t i g a t o r s  of th e  d e p a r t m e n t  w h o  act on b e h a l f  of t h e  board can 

s u b p o e n a  r e c or d s  or d i s c u s s  allegations. T h e  second c h a n g e  w h i ch  

t a k e s  ou t  [BY THE CLIEN T ]  is ne e de d  in o r d e r  to exempt conf i d e nt i a l  

c o m m u n i c a t i o n  w h e n  s o m e o n e  o t h e r  tha n  th e  c l i e n t  has alle g e d  a 

v i o l a t i o n  of the chapter. For example, o n e  p s y c h o l o g i s t  m a y  re p o r t  

a n o t h e r  p s y c h o l o g i s t  f o r  mi s c o n d uc t .
»• i- i .i ' ! • . .

j:';In summary, th e d e p a r t m e n t  w o u l d  s u p p o rt  thi s  legisl a ti o n  if 

‘•‘Se c t i o n  1(5) w e r e  clarified.•' :• V*..

i s m , .

m m  ■! ■ Smith, C o m m i s s i o n e r

» i

5 8 1 9 W 4 2 2 8 7 b

• f f r  v r •

l  M - y . .
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S t a  t l? o v  A l a s  k a
O F F I C E  O F  T H E  G O V E R N O R  

J  U  N  E  A  U

M E M O R A N D U M

TO: T h e  H o n o r a b l e  D o n  B e n n e t t

FROM :  G e o r g e  S u l l i v a n
L e g i s l a t i v e  L i a i s o n  
O f f i c e  o f  t h e  G o v e r n o i

a *

D A T E :  M a y  5 ,  1 9 8 7

S U B J E C T : S B  2 5 5

We d i s c u s s e d  SB  2 5 5  o n  P h a r m a c e u t i c s  I s / G R M  a n d  I  r e c a l l  y o u  
e x p r e s s e d  c o n c e r n  t h a t  t h e  A l a s k a n  N a t i v e s  t h a t  w o u l d  l i k e l y  
p a r t i c i p a t e  i n  t h i s  p r o g r a m  w o u l d  f a r  e x c e e d  d n  c o s t s  w h a t  
we w e r e  p r o j e c t i n g  i n  s a v i n g s  t o  t h e  s t a t e .

I  am a t t a c h i n g  a  l e t t e r  f r o m  C o m m i s s i o n e r  M y r a  M u n s o n  f o r  
y o u r  i n f o r m a t i o n .  H e r  b e s t  e s t i m a t e  i n d i c a t e s  t h a t  t h e  
s t a t e  c o u l d  s t i l l  s a v e  i n  e x c e s s  o f  o v e r  1 m i l l i o n  d o l l a r s  a  
y e a r  b y  p a s s a g e  o f  S B  2 5 5 .

E n c l o s u r e

c c :  T h e  H o n o r a b l e  W i l l i e  H e n s l e y  w / e n c l o s u r e
T h e  . H o n o r a b l e  J o h n e  B i n k l e y  w / e n c l o s u r e  
T h e  H o n o r a b l e  F r e d  Z h a r o f f  w / e n c l o s u r e  
T h e  H o n o r a b l e  P a u l  F i s c h e r  w / e n c l o s u r e

I s  t h e r e  a n y  a d d i t i o n a l  i n f o r m a t i o n  we c o u l d  p r o v i d e  y o u  
t o  g e t  t h i s  b i l l  o u t  o f  y o u r  c o m m i t t e e ?  I f  s o ,  g i v e  me 
a  r i n g  a t  3 5 0 0 .

P a u l :

G e o r g e



MEMORANDUM State of Alaska
TO: G e o r g e  S u l l i v a n  

L e g i s l a t i v e  L o b b y i s t  
O f f i c e  o f  t h e  G o v e r n o r

THRU:

DATE: 

FILE NO: 

TELEPHONE NO: 

SUBJECT:

M ay  4 ,  1 9 8 7

4 6 5 - 3 0 3 0

C r o s s o v e r  o f  N a t i v e s  
i n t o  M e d i c a i d  D r u g  
P r o g r a m

FROM: I ^ i o n e r
D e p a r t m e n t  o f  H e a l t h  a n d  

S o c i a l  S e r v i c e s

I t  i s  c o r r e c t  t h a t  m o r e  A l a s k a n  N a t i v e s  a r e  l i k e l y  t o  
p a r t i c i p a t e  i n  a  . M e d i c a i d - f u n d e d  p h a r m a c y  p r o g r a m  t h a n  c u r ­
r e n t l y  p a r t i c i p a t e  i n  t h e  G e n e r a l  R e l i e f  M e d i c a l  A s s i s t a n c e  
( G R M ) - f u n d e d  p h a r m a c y  p r o g r a m .  H o w e v e r ,  we  h a v e  d e t e r m i n e d  
t h a t  t h e  m a x im u m  c o s t  t o  t h e  s t a t e  w i l l  n o t  e x c e e d  $ 4 1 0 , 5 0 0  
a n d  w i l l  m o s t  l i k e l y  n o t  c o s t  m o r e  t h a n  $ 1 3 6 , 6 0 0 . T h e  n e t  
e f f e c t  o f  p a s s a g e  o f  S B  2 5 5  w i l l  b e  a  1 m i l l i o n  d o l l a r  s a v i n g s  
t o  t h e  s t a t e ,  e v e n  w i t h  t h e  c r o s s o v e r  o f  N a t i v e s  f r o m  GRM.

T h e r e  a r e  c u r r e n t l y  2 4 , 0 0 0  A l a s k a n s  e l i g i b l e  f o r  
M e d i c a i d .  A p p r o x i m a t e l y  1 0 , 5 0 0  a r e  N a t i v e s .  T o  q u a l i f y  f o r  
M e d i c a i d ,  a n  i n d i v i d u a l  m u s t  b e  a g e d ,  b l i n d ,  d i s a b l e d ,  u n d e r  
a g e  2 1 ,  a n  AFDC p a r e n t ,  o r  p r e g n a n t  a n d  i m p o v e r i s h e d .  T h e  
a d d i t i o n  o f  p h a r m a c y  s e r v i c e s  t o  M e d i c a i d  w i l l  n o t  r e s u l t  i n  
a n  i n c r e a s e  i n  t h e  n u m b e r  o f  M e d i c a i d - e l i g i b l e  N a t i v e s ;  h o w ­
e v e r ,  i t  i s  l i k e l y  t o  r e s u l t  i n  a n  i n c r e a s e  i n  t h e  n u m b e r  o f  
n o n - I H S  p h a r m a c y  c l a i m s  f o r  M e d i c a i d - e l i g i b l e  N a t i v e s  f o r  
w h i c h  t h e  s t a t e  m u s t  p a y  5 0%  o f  t h e  c h a r g e .  ( N o t e :  a s  p r o ­
v i d e d  u n d e r  f e d e r a l  r u l e s ,  t h e  s t a t e  c a n  c l a i m  1 0 0 %  f e d e r a l  
r e i m b u r s e m e n t  f o r  a l l  o f  t h e  m e d i c a l  b i l l s  s u b m i t t e d  f r o m  I I I S  
f a c i l i t i e s . )

1 5%  o f  M e d i c a i d - e l i g i b l e  N a t i v e s  a r e  c u r r e n t l y  r e c o r d e d  
a s  u s i n g  p h a r m a c y  s e r v i c e s  a t  a  c o s t  o f  $ 2 6 0 , 3 ^ 2  i n  s t a t e  
f u n d s  p e r  y e a r .  H o w e v e r ,  d e c l a r a t i o n  o f  r a c e  o n  t h e  a p p l i ­
c a t i o n  i s  v o l u n t a r y  a n d  e x p e r i e n c e  h a s  s h o w n  t h a t  a s  h i g h  a s  
5 0%  o f  t h e  i n d i v i d u a l s  i n  t h e  u n k n o w n  c a t e g o r y  a r e ,  i n  f a c t ,  
N a t i v e .  N e v e r t h e l e s s ,  t h e  a v e r a g e  u t i l i z a t i o n  o f  p h a r m a c y  
s e r v i c e s  b y  o t h e r  g r o u p s  i s  6 9 % ,  s o  i f  a l l  6 9%  o f  t h e  
M e d i c a i d - e l i g i b l e  N a t i v e s  p u r c h a s e d  d r u g s  a t  n o n - I H S  f a c i l i ­
t i e s ,  i t  w o u l d  c o s t  t h e  s t a t e  a  m a x im u m  o f  $ 4 1 0 , 3 3 3 .

I t  i s  v e r y  u n l i k e l y  t h a t  a l l  M e d i c a i d - e l i g i b l e  N a t i v e s  
w i l l  c h a n g e  t h e i r  p h a r m a c y  u t i l i z a t i o n  p a t t e r n s  b e c a u s e :

OOtAtncv. 8/B5I



Mr. S u l l i v a n - 2 - M a y  4, 1 9 8 7

1 .  P r i o r  e x p e r i e n c e  h a s  s h o w n  t h a t  n o t  a l l  N a t i v e s  w i l l  
u s e  n o n - I H S  f a c i l i t i e s ,  e s p e c i a l l y  i n  p l a c e s  l i k e  
B e t h e l  a n d  N o m e ;  a n d

2 .  a t  l e a s t  15%  ( a n d  p r o b a b l y  m a n y  m o r e )  o f  t h e  N a t i v e s  
h a v e  a l r e a d y  c r o s s e d  o v e r  t o  t h e  S t a t e  p r o g r a m ,  
e s p e c i a l l y  i n  t h o s e  a r e a s  w h e r e  a n  I H S  f a c i l i t y  d o e s  
n o t  e x i s t  o r  i s  l e s s  c o n v e n i e n t  t h a n  p r i v a t e  p h a r ­
m a c i e s ;

3 .  t h e  N a t i v e  c r o s s o v e r  p h e n m e n o n  d i d  n o t  o c c u r  t o  
n o n - I H S  f a c i l i t i e s  w h e n  o t h e r ,  m o r e  c o s t l y  s e r v i c e s  
w e r e  m o v e d  f r o m  GRM t o  M e d i c a i d  i n  r e c e n t  y e a r s ;  a n d

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

F i n a l l y ,  a s  y o u  k n o w ,  n o  s a v i n g s  w i l l  a c c r u e  t o  t h e  s t a t e  
f r o m  p a s s  g e  o f  t h i s  b i l l  u n t i l  t h e  o f f s e t  f o r  F Y 8 9 .  T h e  
b i l l ' s  J i . a . y  1 ,  1 9 8 8  e f f e c t  d a t e  a l l o w s  t h e  d e p a r t m e n t  t o  p l a n  
a n d  t o  i m p l e m e n t  t h e  c h a n g e s  n e c e s s a r y  t o  a d m i n i s t e r  a  M e d i ­
c a i d  p h a r m a c y  p r o g r a m  a t  a  v e r y  o p p o r t u n e  t i m e .  T h e  d e p a r t ­
m e n t  i s  i n  t h e  p r o c e s s  o f  d e v e l o p i n g  a n d  i m p l e m e n t i n g  a  n e w  
m e d i c a l  p a y m e n t s  s y s t e m  t h a t  w i l l  n o t  b e  o p e r a t i o n a l  u n t i l  
S p r i n g  o f  1 9 8 8 .  I t  i s  n o t  f e a s i b l e  o r  c o s t - e f f e c t i v e  t o  m a k e  
t h e  n e c e s s a r y  c h a n g e s  i n  t h e  e x i s t i n g  p a y m e n t  s y s t e m  w i t h  t h e  
c u r r e n t  c o n t r a c t o r  w h i l e  w e  a r e  i n  t h e  p r o c e s s  o f  d e s i g n i n g  a  
n e w  s y s t e m  w i t h  a  n e w  c o n t r a c t o r .  A l t h o u g h  i t  i s  u n f o r t u n a t e  
t h a t  w e  c a n ' t  b e g i n  t o  s a v e  m o n e y  s o o n e r ,  I  b e l i e v e  t h a t  t h e  
d e l a y  c a r r i e s  s e v e r a l  a d v a n t a g e s .  F i r s t ,  i t  a l l o w s  t h e  s t a t e  
t o  h i r e  a  p h a r m a c i s t  t o  a s s i s t  w i t h  d e s i g n i n g  a n d  t e s t i n g  t h e  
n e w  p a y m e n t  s y s t e m  w h i l e  w o r k i n g  w i t h  p h a r m a c i s t s  t h r o u g h o u t  
t h e  s t a t e  t o  e n s u r e  t h a t  i t  i s  a  s y s t e m  t h a t  t h e y  c a n  a c c e p t  
a n d  s e c o n d l y ,  i t  a l l o w s  t h e  s t a t e  t o  c l a i m  75%  F F P  i n s t e a d  o f  
t h e  c u r r e n t  5 0%  F F P  f o r  t h e  a c t u a l  c o s t  o f  p r o c e s s i n g  t h e  
p h a r m a c y  c l a i m s .

I  a p p r e c i a t e  y o u r  i n t e r e s t  a n d  a s s i s t a n c e  w i t h  t h i s  v e r y  
i m p o r t a n t  i s s u e .  I f  y o u  h a v e  a n y  f u r t h e r  q u e s t i o n s ,  p l e a s e  
c o n t a c t  K i m  B u s c h ,  A c t i n g  D i r e c t o r  o f  t h e  D i v i s i o n  o f  M e d i c a l  
A s s i s t a n c e ,  a t  4 6 5 - 3 3 5 5  o r  m e .


