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ALASKA STATE LEGISLATURE P.O. BOX V, JUNEAU 99811 4“
(907) 465-3892

November 23, 1989

M E M O R A N D U M

To: Members, House Labor and Commerce Committee

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

Re: HB 349 - Appropriation for the Alaska Medical
Malpractice Matching Fund

HB 349 appropriates $500,000 from the medical malpractice liability 
revolving loan fund (AS 21.88.210) to the Alaska Medical Malpractice 
Matching Fund established in HB 350. The matching fun. -onsists of 
appropriations by the legislature and is administred by the Medical 
Indemnity Corporation of Alaska (MICA).

The initial $500,000 appropriation will fund the first few years of the 
program although subsequent legislative appropriations may be necessary. 
Section 2 of the bill is a five year "sunset" clause providing that the 

unexpended and unobligated balance of the appropriation lapses into the 
general fund on July 1, 1995.

MICA representatives will testify on HB 349 and 350 during our November 29 
and 30 public hearings. A Legislative Budget and Audit report on the 

medical malpractice revolving loan fund is included in your committee file.

dd/gb i 89 
b/hb349
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THE LEGISLATURE
BUDGET AND AUDIT COMMITTEE

M E M O R A N D U M

DATE: June 13, 1989

TO: C h a i r m e n  of the Standing
Committees

FROM: Randy S. W e l k e r
Legisl a t i v e  Auditor 
Di v i s i o n  of Legislative yyldit

SUBJECT: Release of Audits

Audi

Or. June 9, 1989, the Legislative Budget and A u d i t  Commitcee 
appro v e d  for release to the public the e n c l o s e d  audit r e­
port (s) wh ich m a y  be of interest to your Committee.

If you have a n y  quest ions on the report(s), pleas e contact 
our office (465-3^30).

Enclosure(s)
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PURPOSE OF THE REPORT

In accordance w i t h  the provisions of T i t l e  24 of the A laska 
Statutes, w e  c o n d u c t e d  an audit o f  the Depart m e n t  of 
Commerce a n d  E c o n o m i c  Development, D i v i s i o n  of Insurance, 
Medical M a l p r a c t i c e  Revolving Loan Fund, to determine:

1. If the f i n a n c i a l  statements p r e s e n t  f airly the f i n a n­
cial po sition, results of o p e r a t i o n ,  and changes in 
f i n a ncial p o s i t i o n  for the f i scal years e nded June 30. 
1988 a n d  1987.

2. The d i v i s i o n ' s  compliance w i t h  a pplicable state 
statutes a n d  regulations g o v e r n i n g  the fund's fiscal 
a c t i v i t i e s .

- 1 - o i v h i o n  o r  k i o n u n v i  a u o i t



OR G A N I Z A T I O N  AND F U N C T I O N

The Medical M a l p r a c t i c e  Revolving L o a n  F u n d  ( M M R L F ) , 
operating u n d e r  the a u t h o r i t y  of AS 2 1 . 8 8 . 2 1 0 - . 9 0 0  since 
1978, provides c a p i t a l  surplus for the M e d i c a l  Indemnity 
Corporation of A l a s k a  (MICA) to ensure the a v a i l a b i l i t y  of a 
medical m a l p r a c t i c e  insurance program to h e a l t h  p r o v iders in 
Alaska. M M R L F  has b e e n  capit alized since incept ion by 
direct a p p r o p r i a t i o n s  from the G e n e r a l  F u n d  currently 
totalling $3,000,000.

M M R L F  is a d m i n i s t e r e d  by the D e p a r t m e n t  o f  C o m m e r c e  and 
Economic Development. Loans to p r ovide s u r p l u s  in respect 
to po licyholders m a y  not exceed a t otal of $3,000,000 
oustanding at a n y  time, and interest s h a l l  be p a i d  on the 
outstanding b a l a n c e  at a rate equal to 7Z a year. These 
loans shall be r e p a i d  in annual insta llments of at least 25Z 
of the excess of p r e m i u m s  earned over the total of claims, 
reserves, expenses, a n d  assessments m a d e  b y  the association, 
if any. If M I C A  is u n a b l e  to procure r e i n s u r a n c e  from a 
private c a s u a l t y  insurer, addition al loans of up to 
$3,000,000 m a y  be obtained. These a d d i t i o n a l  loans mu st be 
repaid w i thi n five y ears at an annual i n t e r e s t  rate of 6Z.

M M R L F  has m a d e  one loan to M I C A  for $ 3 , 0 0 0 , 0 0 0  w h i c h  has 
been sold to the D e p a r t m e n t  of Revenue. As of J u n e  30, 
1988, principal r e p a y m e n t s  of $597,714 h a v e  b e e n  m a d e  by the 
corporation r e d u c i n g  the principal o u t s t a n d i n g  on the first 
loan to $2,402,286.

In addition, M I C A  w as unable to procure r e i n s u r a n c e  during 
FY 87. T h e r e f o r e  M M R L F  made an a d d i t i o n a l  loan of 
$ 2 , 0 r 0,000. As o f  J u n e  30, 1988, p r i n c i p a l  r e p a y m e n t s  of 
$400,000 have b e e n  m a d e  by the c o r p o r a t i o n  r e d u c i n g  the 
principal o u t s t a n d i n g  o n  the second loan to $1,600,000.

-3- Ol u ir



FINDING AND RECOMMENDATION

The Department of Commerce and Economic Development: should 
account for all related Medical Malpractice Revolving Loa~n 
Fund a c t i v i t y . "

The Department of Commerce and Economic Development is 
accounting for interest revenue received on MMRLF's Division 
of Insurance-owned loan in one of the division's general 
fund collocation codes.

Although the interest should be credited to the General Fund 
as stated in the Notes to the Financial Statements, proper 
accounting and disclosure of the fund's activity requires 
that interest revenue initially be recorded in the fund. In 
a subsequent transaction or transactions, the revenue should 
then be transferred to the General Fund. Unless this entry 
or entries are done, revenues and expenses of the fund will 
be materially understated, and the financial statements will 
not reflect the true activity of the fund.

We recommend the department change their current procedures 
and coordinate with the Department of Administration, 
Division of Finance to ensure full disclosure is made of the 
fund's activity in its financial statements.

Recommendation No. 1

-5 - O l V l t l U N  o r  L K O I f  L A T I V C  A U O l T
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THE LEGISLATURE
BUDGET AND AUDIT COMMIT I EE

February 15, 1989

AUDIT DIVISION 
P.O. BOX W
JUNEAU. ALASKA 99811-3300

Members of the Legislative Budget 
and Audit Committee:

Independent Auditor's Report

We have audited the comparative balance sheet of the Medical 
Malpractice Revolving Loan Fund as of June 30, 1988 and
1987, and the related comparative statements of revenues, 
experi as, and changes in fund equity, and changes in 
financial position (cash basis) for the years then ended. 
These financial statements are the responsibility of the 
agency's management. Our responsibility is to express an 
opinion on these financial statements based on our audic.

We conducted our audit in accordance with generally accepted 
auditing standards. Those standards require that we plan 
and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial 
statement presentation. We believe that our audit provides 
a reasonable basis for our opinion.

In our opinion, the financial statements referred to above 
present fairly, in all material respects, the financial 
position of the Medical Malpractice Revolving Loan Fund as 
of June 30, 1988 and 1987, and the results of its operations 
and its changes in financial position (cash basis) for the 
years then ended in conformity with generally accepted 
accounting principles.

Randy a . Welker, CPA
Legislative Auditor
Division of Legislative Audit

- 7 -



STATE OF ALnSKA 
DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT 

DIVISION OF INSURANCE 
MEDICAL MALPRACTICE REVOLVING LOAN FUND 

COMPARATIVE BALANCE SHEET
June 30, 1988 and 1987

•

Assets
1988 1987

Cash
Loans Receivable

$1,400,000
1,600,000

$1,000,000
2,000,000

Total Assets $3,000,000 $3,000,000

Fund Eauitv

Contributions From General Fund $3,000,000 $3,000,000

The Notes to the Financial Statements are an integral part 
of this Statement.

-9 - OlVltlON Or LCOIfkATIVC AUDIT



STATE OF ALASKA 
DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT 

DIVISION OF INSURANCE 
MEDICAL MALPRACTICE REVOLVING LOAN FUND 

COMPARATIVE STATEMENT OF CHANGES IN FINANCIAL POSITION
7 CASH BASEST

For the Fiscal Years Ended June 30, 1988 and 1987

1988 1987
Resources Provided

Net Income
Decrease in Due From Other Funds 
Decrease in Loans Receivable

$ 107,574 
-0- 

400,000

$ 60,164 
3,000,000 

-0-

Total Resources Provided 507,574 3,060,164

Resources Used

Transfers To Other Funds 
Increase in Loans Receivable

107,574
-0-

60,16*
2,000,000

Total Resources Used 107,574 2,060,164

Increase in Cash 400,000 1,000,000

Cash at July 1 1,000,000 -0-

Cash at June 30 $1,400,000 $1,000,000

The Notes to the Financial Statements are an integral part 
of this Statement.

- 1 1 - OlVltlON Or LCOIILATIVC AUOIT
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STATE OF ALASKA 
DEPARTMENT uF COMMERCE AND ECONOMIC DEVELOPMENT 

DIVISION OF INSURANCE 
MEDICAL MALPRACTICE REVOLVING LOAN FUND 

COMPARATIVE BALANCE SHEET
June 30, 1988 and 1987

•

Assets
1988 1987

Cash
Loans Receivable

$1,400,000
1,600,000

$1,000,000
2,000,000

Total Assets $3,000,000 $3,000,000

Fund Ecuitv

Contributions From General Fund $3,000,000 $3,000,000

The Notes to the Financial Statements are an integral part 
of this Statement.
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STATE OF ALASKA 
DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT 

DIVISION OF INSURANCE 
MEDICAL MALPRACTICE REVOLVING LOAN FUND 

COMPARATIVE STATEMENT OF REVENUES, EXPENSES, AND 
CHANGES IN FUND EQUI T Y  

For che Fiscal Years Ended June 30, 1988 and 1987

1988 1987
Revenues

Interest on Loans (Note 3) $ 107,574 $ 60,164

Expenses -0- -0-

Net Income 107,574 60,164

Transfers To Other Funds (107,574) (60,164)

Fund Equity at Beginning of Year 3,000,000 3 ,000,000

Fund Equity at End of Year $3,000,000 $3 .000.000

The Notes co che Financial Statements are an integral part 
of this Statement.
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STATE OF ALASKA 
DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT 

DIVISION OF INSURANCE 
MEDICAL MALPRACTICE REVOLVING LOAN FUND 

COMPARATIVE STATEMENT OF CHANGES IN FINANCIAL POSITION
TCA5H BAgfS l---------------------------------—

For the Fiscal Years Ended June 30, 1988 and 1987

Resources Provided
1988 1987

Net Income $ 107,574 S 60,164
Decrease in Due From Other Funds -0- 3,000,000
Decrease in Loans Receivable 400,000  -0-

Total Resources Provided 507,574 3,060,164

Resources Used

Transfers To Other Funds 107,574 60,164
Increase in Loans Receivable  -0- 2,000,000

Total Resources Used 107.574 2,060.164

Increase in Cash 400,000 1,000,000

- 0 -Cash at July 1 1,000,000

Cash at June 30 $1.400.000

The Notes to the Financial Statements are an integral part 
of this Statement.
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STATE OF ALASKA 
DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT 

DIVISION OF INSURANCE 
MEDICAL MALPRACTICE REVOLVING LOAN FUND 

NOTES TO THE FINANCIAL STATEMENTS 
For che Fiscal Years Ended June 30, 1988 and 1987

Note 1 - Summary of Significant Accounting Policies

The financial statements are prepared on the accrual basis 
of accounting. Revenues are recognized at the time they are 
earned. Expenses arc recognized when incurred.

Note 2 - Loan Information

There is currently one loan of $3,000,000 outstanding which 
has been purchased by the Department of Reverue. The loan 
has an indefinite repayment period at an interest rate of 
7Z. The Medical Indemnity Corporation of Alaska (MICA) must 
pay a late charge of 4Z on any installment not received 
within 15 days of its due date. As of June 30. 1988,
principal repayments of $597,714 have been made oy the 
corporation reducing che principal outstanding to 
$2,402,286.

There is an additional loan of $2,000,000 outstanding. This 
loan is to be repaid within five years at an annual interest 
rate of 6Z. M I C A  must pay a late charge of 4Z on any 
installment not received within 15 days of its due date. As 
of June 30, 1988, principal repayments of $400,000 have been 
made by the corporation reducing the principal outstanding 
on the second loan to $1,600,000.

Hence, loans to MICA total less than che aggregate 
$6,000,000 allowable by AS 2 1 .8b.210(b)(2).

Note 3 - Interest Receipts

The Medical Malpractice Revolving Loan Fund (MMRLF) does not 
retain any of the interest receipts as revenue to the fund. 
Alaska Statute 21.88.210-.900 which established the fund, 
requires that repayments of principal be credited to the 
fund but is silent as to the treatment of interest. It is 
the Division of Insurance's position that the original 
intent of MM R L F  was not to r tain interest receipts, but 
rather chat they be forwarded to the General Fund for 
reappropriacion by che Legislature.

- 1 2 - oivii ion  o r L ia i i iA T iv t  »uotr
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D E P A R T M E N T  O F  C O M M E R C E  A  
E C O N O M IC  D E V E L O P M E N T

O F F IC E  O F  THE CO M M ISS IO N ER

April 25, 1989

Mr. Randy S. Welker 
Legislative Auditor 

Division of Legislative Audit 
P.O. Box W
Juneau, AK 998r-3300

STEVE CO W PER, G O V E R N O R

P. 0. BOX D
JUNEAU , ALASKA 998110800 
PH O N E : 1907) 465-2500

’ - 1  1989

- .  I
y i i * . i*r* * *“

Dear Mr. Welker:

I have received a copy of your "Confidential" preliminary audit 
report on:

"A Report on the Department of Commerce and 

Economic Development, Division of Insurance,

Medical Malpractice Revolving Loan Fund, for the 
Fiscal Years Ended June 30, 1988 and 1987."

I concur with ihe recommendation made regarding the accounting of 
interest received on the division's loan. Procedures will be 

changed to reflect the receipt of interest into the loan fund and a 
subsequent transaction will transfer the interest to the General 
Fund. The department's Division of Administrative Services, which 
processes these interest payments, will coordinate the procedural 
change with the Division of Finance.

I would like to take this opportunity to compliment your staff on 
their efforts and for the smoothness with which the audit was 
conducted.

Sincerely,

S .

Larry Merculieff 
Commissioner

LM/wfs0315q
42589a
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A l a s k a  S t a t e  L e g i s l a t u r e

P.O . Box Y 
•Jun«mi. AK 9H811-31QO 

P h o n r. (H07> IH.V3991 
Fxx; (9071 'B 3 .3 3 .i l

H5 3^7
November 15, 1989

MEMORANDUM

TO: Representative Dave Donley

ATTN: Ginger Balm

FROM: Patricia Y o ^ n g W
Legislative Analyst

RE: Medical Malpractice Insurance Premiums

Research Request 90.124

fiu asked this agency to ascertain whether any states have pas ed or are 
con*- :• rirg legislation which would prohibit insurers from classifying 
ph, .ans into more than four groups for the purposes of determining medical 
m<i n o ti ce liability premiums. You also wished to know the number of 
cl j ihcations used by insurers for Alaska physicians; the average cost of 
1 - lity insurance for each class of physicians; and the estimated average 
oost ,f classifications were limited to four.

V  ion, you asked if any states besides Arizona have adopted or are 
ng legislation which would create a matching fund to pay a portic . of 

of medical malpractice liability insurance premiums for physicians, 
j. a •. wished to know how such laws are structured, i.e., whether assistance 

is limited to certain physician specialties, and whether assistance is based 
on a "sliding scale" of need or on a flat amount.

Limiting Classifications of Physicians

The limiting of classifications of physicians has bean suggested t. 
National Insurance Consumer Organization (NICO) as a way of spreading the 

of malpractice insurance across a broader base of payees. This is one of 
several changes suggested by Robert Hunter, NICO president. (See Attachment 
A, "How to Solve the Medical Malpractice Crisis.") Neither Bob Boerner, of 
the National Council of State Legislatures (NCSL), nor Carol Brierly Golin, 

editor of the Medical Liability Monitor, which tracks state legislation in this 
area, are 'ware of any states which have enacted or are considering such 
legislation.

Legislativ rch Agency
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Representative Donley 
November 29, 1989 
Page 2

The Medical Indemnity Corporation of Alaska (MICA), which insures approximately 
50 percent of Alaska's physicians, groups them into seven classes. As you will 
observe from MICA's current coverage and premium schedules (Attachment B), 
various factors determine cost. Averaging the cost of liability insurance per 

classification is possible; however, according to Art Stanford, MICA 
underwriting manager, such averaging will not reflect the actual experience of 
Alaska physicians. Mr. Stanford estimates that, by far, the greatest number 
of physicians are in the lower classifications, and he is unable to estimate 
the effect of limiting classifications.

The Medical Insurance Exchange of California (MIEC) insures the next greatest 
percentage of Alaska's physicians, with approximately 21 percent. This company 

groups physicians into ten classes. A copy of MIEC's current coverages and 
premiums schedules is Attachment C. According to Barbara Barnett, assistant 
underwriting manager, averaging actual premiums paid for each class would not 
be meaningful; averaging the cost per physician if classes were limited to four 
would likewise not produce meaningful information.

Such a change would result in less variation in premiums and would spread the 
cost of malpractice insurance across a broader base of payees; however, both 
Mr. Stanford and Ms. 8arnett noted that a large number of physicians in low 
risk practice would be dissatisfied at subsidizing those in high risk practice, 
and they questioned the efficacy of the state's limiting classes with such a ‘ 
relatively small pool of physicians.1 Ms. Barnett also commented that such 
legislation could adversely affect insurance availability because carriers 
might leave the state.

Obstetrical Care Incentive Programs

According to Ms. Golln, Hawaii, Arizona, and North Carolina have established 
funds to assist certain physicians with liability Insurance premiums. Programs 

vary, but in each case the emphasis is on assistance for physicians who perform 
obstetrical services. A related program has also been initiated at the 
municipal level in Montgomery County, Maryland.

Hawaii was the first state to provide assistance of this kind. According to 
Becky Kendrall, assistant executive director of the Hawaii Medical Association, 
the state legislature In 1986 appropriated $125-5150,000 to subsidize those 

physicians in rural areas who perform obstetrical services. Applying 

physicians must submit copies of their insurance premiums, information on the 
number of Medicaid cases handled, and verification of the annual number of 

deliveries performed. Ms. Kendrall noted that the requirements are "quite 
informal,* No specific percentage of indigent care is necessary for

Although 905 physicians hold active licenses in the state, fewer may be 
practicing.
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Representative Donley 
November 29, 1989 
Page 3

qualification, and no financial need must be demonstrated on the part of the 

physicians. The major criteria for qualification is that a physician practice 

in a rural area. The fund is used to subsidize the difference between premiums 
which Include obstetrical care coverage and premiums without such coverage, for 
gynecologists and general practitioners. The maximum subsidy per physician is 
$30,000. Despite the Informal nature of the requirements, only seven 
physicians are currently receiving this assistance.

Arizona has recently passed legislation to appropriate $195,000 from the state 
general fund to be used for financial assistance to physicians who provide 
obstetrical services in rural areas identified as obstetrically underserved. 
Family physicians who perform fewer than 50 deliveries per year are eligible 

to receive up to $5,000 per year; family physicians who perform more than 50 
deliveries per year are eligible to receive up to $10,000 per year; obstetri­
cians are also eligible to receive up to $10,000 per year.

North Carolina last year appropriated $240,000 to provide assistance to 
obstetricians and family practice physicians who provide prenatal and 
obstetrical services in areas of the state that are underserved In this regard. 
Regulations require that qualifying physicians may not refuse care to patients 
based on their ability to pay. According to Bob Burns, assistant director of 
government affairs, North Carolina State Medical Society, t;.e fund subsidizes 
the difference between premiums with obstetrical care coverage and premiums 
without such coverage, with a maximum subsidy of $6,500 per physician. Funding 

has- been continued at the same level for the current year. Mr. Burns noted 
that because the state has one of the highest infant mortality' rates in the 
nation, proponents of this program are urging the legislature to increase the 
appropriation so that more physicians can participate.

In Montgomery County, Maryland, obstetricians are considered part-time county 
employees and are covered by the county's liability Insurance when treating 
patients referred by the county. Physicians are covered by their own Insurance 

when treating private patients. This program helps assure access to care for 
the medically 1ndigent--patients who are frequently more high risk due to lack 
of prenatal care. According to Ken Heland, associate director of the American 

College of Obstetricians and Gynecologists and head of the Department of 
Professional Liability, 1n Haryland, insurance preniums are based partially on 

the number of deliveries physicians perform. Premiums for private practice 
have dropped because deliveries performed for county patients are not counted 
in liability calculations.

Copies of the Arizona and North Carolina bills are included in Attachment D. 
I hope you find this information useful.

Attachments
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November 15, 1989

MEMORANDUM

TO: Representative Dave Donle.

ATTN: Ginger Baim

FROM: Patricia Y o u n g W

Legislative Analyst

RE: Medical Malpractice Insurance Premiums
Research Request 90.124

/ou asked this agency to ascertain whether any states have passed or are 
considering legislation which would prohibit Insurers from classifying 
physicians Into more than four groups for the purposes of determining medical 
malpractice liability premiums. You also wished to know the number of 
classifications used by Insurers for Alaska physicians; the average cost of 
.liability insurance for each class of physicians; and the estimated average 
cost if classifications were limited to four.

In addition, you asked if any states besides Arizona have adopted or are 
considering legislation which would create a matching fund to pay a portion of 

the cost of medical malpractice liability Insurance premiums for physicians. 
You also wished to know how such laws are structured, i.e., whether assistance 
1s limited to certain physic-an specialties, and whether assistance is based 
on a "sliding scale* of need or on a flat amount.

Limiting Classifications of Physicians

The limiting of classifications of physicians has bean suggested by the 
National Insurance Consumer Organization (NICO) as a way of spreading the cost 
of malpractice insurance across a broader base of payees. This is one of 
several changes suggested by Robert Hunter, NICO president. (See Attachment 
A, "How to Solve the Medical Malpractice Crisis.") Neither Bob Boerner, of 
the National Council of State Legislatures (NCSL), nor Carol Brierly Golln, 
editor of ths Medical Liibility Honitor, which tracks state legislation in this 
area, are aware of any states which have enacted or are considering such 
legislation.

0
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qualification, and no financial need must be demonstrated on the part of the 

physicians. The major criteria for qualification 1s that a physician practice 
in a rural area. The fund is used to subsidize the difference between premiums 
which Include obstetrical care coverage and premiums without such coverage, for 
gynecologists and general practitioners. The maximum subsidy per physician Is 
$30,000. Despite the Informal nature of the requirements, only seven 
physicians are currently receiving this assistance.

Arizona has recently passed legislation to appropriate $195,000 from the state 
general fund to be used for financial assistance to physicians who provide 
obstetrical services in rural areas identified as obstetrically underserved. 
Family physicians who perform fewer than 50 deliveries per year are eligible 
to receive up to $5,000 per year; family physicians who perform more than 50 
deliveries per year are eligible to receive up to $10 ,0 0 0 per year; obstetri­
cians are also eligible to receive up to $ 10 ,000 per year.

North Carolina last year appropriated 5240,000 to provide assistance to 
obstetricians and family practice physicians who provide prenatal and 
obstetrical services in areas of the state that are underserved 1n this regard. 
Regulations require that qualifying physicians may not refuse care to patients 
based on their ability to pay. According to 80b Burns, assistant director of 

government affairs, North Carolina State Medical Society, the fund subsidizes 
the difference between premiums with obstetrical care coverage and premiums 
without such coverage, with a maximum subsidy of $6,500 per physician. Funding 
has- been continued at the same level for the current year. Mr. Burns noted 
that because the state has one of the highest infant mortality rates in the 
nation, proponents of this program are urging the legislature to increase the 
appropriation so that more physicians can participate.

In Montgomery County, Maryland, obstetricians are considered part-time county 
employees and are covered by the county's liability Insurance when treating 
patients referred by the county. Physicians are covered by their own Insurance 
when treating private patients. This program helps assure access to care for 
the medically 1ndigent--patients who are frequently more high risk due to lack 
of prenatal care. According to Ken Holand, associate director of the American 

College of Obstetricians and Gynecologists and head of the Department of 
Professional Liability, 1n Maryland, insurance premiums are based partially on 
the number of deliveries physicians perform. Premiums for private practice 
have dropped because deliveries performed for county patients are not counted 
1n liability calculations.

Copies of the Arizona and North Carolina bills are included in Attachment D.
I hope you find this information useful.

Attachments
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The Medical Indemnity Corporation of Alaska (MICA), which insures approximately 
50 percent of Alaska's physicians, groups them into seven classes. As you will 
observe from MICA's current coverage and premium schedules (Attachment B), 
various factors determine cost. Averaging the cost of liability insurance per 

classification is possible; however, according to Art Stanford, MICA 
underwriting manager, such averaging will not reflect the actual experience of 
Alaska physicians. Mr. Stanford estimates that, by far, the greatest number 
of physicians are In the lower classifications, and he is unable to estimate 
the effect of limiting classifications.

The Medical Insurance Exchange of California (MIEC) insures the next greatest 
percentage of Alaska's physicians, with approximately 21 percent. This company 

groups physicians Into ten classes. A copy of HI EC's current coverages and 
premiums schedules 1s Attachment C. According to Barbara Barnett, assistant 
underwriting manager, averaging actual premiums paid for each class would not 
be meaningful; averaging the cost per physician if classes were limited to four 
would likewise not produce meaningful information.

Such a change would result In less variation in premiums and would spread the 
cost of malpractice insurance across a broader base of payees; however, both 
Mr. Stanford and Ms. Barnett noted that a large number of physicians in low 
risk practice would be dissatisfied at subsidizing those in high risk practice, 
and they questioned the efficacy of the state's limiting classes with such a 
relatively small pool of physicians.1 Ms. Barnett also commented that such 
legislation could adversely affect insurance availability because carriers 
might leave the state.

Obstetrical Care Incentive Programs

According to Ms. Golln, Hawaii, Arizona, and North Carolina have established 
funds to assist certain physicians with liability insurance premiums. Programs 

vary, but 1n each case the emphasis is on assistance for physicians who perform 
obstetrical services. A related program has also been initiated at the 
municipal level in Montgomery County, Maryland.

Hawaii was the first state to provide assistance of this kind. According to 
Becky Kendrall, assistant executive director of the Hawaii Medical Association, 
the state legislature In 1986 appropriated S125-S150.000 to subsidize those 
physicians In rural areas who perform obstetrical services. Applying 
physicians must submit copies of their Insurance premiums, information on the 
number of Medicaid cases handled, and verification of the annual number of 
deliveries performed. Ms. Kendrall noted that the requirements are "quite 
Informal.# No specific percentage of indigent care is necessary for

'Although 905 physicians hold active licenses in the state, fewer may be 
practicing.
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SECTION 1. FINDINGS AND PURPOSE.

The Legislature finds that the cost of medical malpractice insurance for some 
health care providers has reduced the availability of health care in Alaska and 
has created a situation in which there may not be adequate compensation in 
cases of medical malpractice because claims may be uninsured.

SECTION 2.

House Bill 350 adds a new section, AS 21.88.310, Medical Malpractice Matching 
Fund, to Title 21 setting up a partial subsidy of medical malpractice premiums 
based upon a ratio comparing the health care providers annual net income and 
insurance premium.

The subsidy would only be available to a health care provider insured by 
Medical Indemnity Corporation of Alaska (MICA). The potential for legal and 
constitutional challenges from other insurers providing or seeking to provide 
medical malpractice insurance should be considered.

The subsidy may create a situation in which it is advantageous for a health care 
provider to secure insurance from MICA with a government subsidy rather than 
secure insurance through the normal market place from an insurer whose 
premium, but for the subsidy, may be lower than MICA’s.

Although the legislative finding is that it is in the best interest of the state that 
health care providers be insured in order to provide adequate compensation in 
cases medical malpractice (and that health care providers not be exposed to the 
substantial financial risks of an uninsured claim), health care providers are not 
required to be financially responsible in cases of medical malpractice by 
securing a minimum mandatory coverage for such claims.

The section provides no distinctions among the type of health care providers. A 
health care provider may be an individual, a partnership, or a corporation. All 
would appear to be eligible for the subsidy, even though their real financial 
condition may be substantially different. For example, a physician may be an 
employee as well as an owner of a health care provider wnich is incorporated. 
Either the individual physician or the corporate health care provider may 
secure and pay for the insurance covering the physician’s practice. If the 
corporation appears unprofitable, even though the individual physician receives 
fubstantial income through a high salary, it may be eligible for a state subsidy. 
Furthermore, a physician may have substantial income from business activities 
related to the provision of health care but not necessarily received as income 
from providing health carG services. A physician may have an interest in a 
pharmacy, laboratory, or other related business which generates substantial net 
income but is not directly from the physician providing health care services.



If the health care provider leaBes office space from a separate legal entity it has 
an interest in, a similar issue arises. What monies should be considered 
received as income from providing health care services and what monies should 
be considered costs for providing those services need to be clarified. It is 
appropriate to provide the Medical Indemnity Corporation of Alaska statutory 
guidance regarding these significant issues.

Section (d) of this section provides that the subsidy be equivalent of the entire 
medical malpractice premium attributable to obstetrics and gynecology for a 
physician who practices in a rural area. It appears that other health care 
providers involved in obstetrics and gynecology would not be recipients of a full 
subsidy. What constitutes a rural area is undefined. It is unclear if a physician 
with some patients in a truly rural area would receive the 100% subsidy upon 
meeting the qualification even though the majority of the practice is conducted 
in an urban area. Perhaps a provision defining "rural" and requirements of 
rural residency as well os a truly rural clientele may be appropriate.

The economic impact upon the Department of Commerce and Economic 
Development would be nominal because the Medical Indemnity Corporation of 
Alaska administers the fund. However, the liability of MICA itself is neither 
eliminated nor funded. For example, any litigation or legal challenges to the 
existence and/or operation of the fund would be funded from the corporation’s 
general administrative budget. It may be appropriate for the Legislature to 
fund such costs if any are incurred. Otherwise, such expenses mav represent 
significant contingent liabilities on MICA’s balance sheet.

5744D
112089a
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F o r d
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Original sponsor(s): REP. DONLEY, Gruenberg, Boyer

IN THE HOUSE BY THE JUDICIARY COMMITTEE

CS FOR HOUSE FILL NO. 350 (Judiciary)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act creating the Alaska medical malpractice grant

fund; and providing for an effective date."

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

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

(1) it is in the best interest of the state that physicians be 

insured in order to provide adequate compensation in cases of medical 

malpractice and to ensure that physicians providers are not required tc 

bear unreasonable financial risks imposed by an uninsured claim;

(2) due to the cost of medical malpractice insurance some p h y s i­

cians have chosen to become uninsured, which exposes the physician and 

patients to unreasonable risk, forces some physicians to cease their m e d­

ical practice, and also acts as a general disincentive to practicing m e d i­

cine in the state;

(3) the number of physicians in the state on a per capita basis 

is among the lowest in the nation, particularly in the rural communities, 

and that the shortage of physicians is increasing; and

(4) in rural communities of the state the high cost of medical 

malpractice insurance poses a serious threat to public health and safety.

(b) It is the purpose of this Act to provide immediate and substan­

tial relief to physicians by making adequate malpractice insurance a v a i l­

able, while the legislature continues to develop legislation intended to 

reduce the cost of medical malpractice insurance.

* Sec. 2. AS 21.88 is amended by adding a n e w  section to article 3 to 

read s

-1- CSHB 350<Jud)
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Sec. 21.88.310. MEDICAL MALPRACTICE GRANT FUND. (a) The Alaska 

medical malpractice grant fund is established in the corporation. The 

fund consists of legislative appropriations.

(b) The corporation shall administer the fund. M o n e y  in the 

fund may be used to make grants to pay a portion of the cost of m e d­

ical malpractice insurance incurred by physicians who are eligible 

under (c) of this section and to pay the cost of administering the 

f u n d .

(c) To receive a grant from the fund a physician must purchase 

at least the m i n i m u m  malpractice insurance policy offered by the 

corporation and meet conditions established by the corporation for the 

purpose of increasing the number of licensed physicians who practice 

medicine in the state. A grant awarded by the corporation must be 

applied to medical malpractice insurance premiums (1) in a medical 

specialty for which a physician is unable to obtain medical malp r a c­

tice liability insurance at premium rates that are reasonable when 

compared to the physician's income and premium rates for other medical 

specialties; or (2) incurred by a physician primarily practicing as a 

medical specialist in a geographic area that is substantially under 

served when compared to other areas of the state served by physicians 

practicing in the same specialty. The corporation shall annually 

publish a list of medical specialties and geographic areas eligible 

for a grant under this section.

(d) The corporation may not pay an insurance surcharge imposed 

on a physician's medical malpractice insurance.

(e) The corporation shall establish procedures for applying for 

grant funds provided under this section.

(f) The state shall indemnify the corporation for any legal 

costs, attorney fees, or judgments that result from the administration

CSHB 350(Jud) -2-
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or operation of the fund.

(g) In this section, ''physician" means a person licensed to 

practice medicine under AS 08.64.

* Sec. 3. AS 21.88.310 is repealed July 1, 1993.

* Sec. 4. This Act takes effect immediately under AS 01.10.070(c).
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IN THE HOUSE BY THE LABOR & COMMERCE COMMITTEE

CS FOR HOUSE BILL NO. 350 (L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to the medical malpractice re\olving

loan fund; creating the Alaska medical malpractice

matching fund; and providing for an effective date."

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

* Section 1. SHORT TITLE. This Act may be known as the Alaska Child­

birth Care Incentive Act.

* Sec. 2. FINDINGS AND PURPOSE. (a) The legislature finds that

(1) it is in the best interest of the state that physicians be

insured in order to provide adequate compensation in cases of medical

malpractice and to ensure that physicians providers are not required to 

bear unreasonable financial risks imposed by an uninsured claim;

(2) due to the cost of medical malpractice insurance some physi­

cians have chosen to become uninsured, which exposes the physician and

patients to unreasonable risk, forces some physicians to cease their m e d­

ical practice, and also acts as a general disincentive to practicing m e d i­

cine in the state;

(3) the number of physicians in the state on a per capita basis 

is among the lowest in the nation, particularly in the rural communities, 

and that che shortage of physicians is increasing: and

(U) in rural communities of the state che high cost of medical 

malpractice insurance poses a serious threat to public health and safety.

(b) It is the purpose of this Act to provide immediate and substan­

tial r e K e f  to physicians by making adequate malpractice insurance avail­

able, while the legislature continues to develop legislation intended to

-1- CSHB 350(L&C)
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reduce the cost of medical malpractice insurance.

* Sec. 3. AS 21.88.210(b) is amended to read:

^b) Loans may be made from the fund to the corporation upon 

certification by the director that a loan is necessary and under the 

following circumstances:

(1) to provide surplus in respect to policyholders that 

[WHICH] may not exceed a total of $3,000,000 outstanding at any time; 

these obligations shall be subordinated to all other obligations of 

the corporation; loans made under this paragraph shall be repaid to 

the fund in annual installments of at least 25 percent of the excess 

of premiums earned over the total of claims, reserves, expenses, and 

assessments made by the association, if any; interest may not be 

charged [SHALL BE PAID] on the outstanding balance [AT A RATE EQUAL TO 

SEVEN PER CENT A Y E A R ] ;

(2) if the director determines that the corporation is 

unable to procure reinsurance from a private casualty insurer or 

reinsurer for any liability incurred by contracts issued by it, addi­

tion: 1 loans up to an aggregate of $6,000,000 when taken together with 

loans made under (1) of this subsection to compensate for fluctuations 

in loss experience; loans made under this paragraph shall be in parity 

with all other obligations of the corporation except that they shall 

be subordinated to obligations of policyholders and claimants f nr 

indemnity of loss; these loans shall be repaid within five yearsj^ 

interest may not be charged on the outstanding balance [AT AN ANNUAL 

INTEREST RATE OF SIX PER CENT].

* Sec. U. AS 21.88 is amended by adding a new section to article 3 to 

r e a d :

Sec. 21.88.310. MEDICAL MALPRACTICE MATCHING FUND. (a) The 

Alaska medical malpractice matching fund is established within che 

CSHB 350(LJ»C) -2-
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Department of Commerce and Economic Development. The fund consists of 

legislative appropriations.

(b) The corporation shall administer the fund. Money in the 

fund may be expended to pay the cost of medical malpractice insurance 

incurred by physicians who are eligible under (c) of this section and 

to pay the cost of administering the fund.

(c) A physician who purchases at least the minimum malpractice 

insurance policy offered by the corporation is eligible to receive a 

payment from the fund. The amount a physician is eligible to receive 

is equal to a percentage of that portion of the physician's annual 

malpractice insurance premium that provides coverage for obstetrics 

and gynecology as follows:

(1) 25 percent, if the physician practices in an urban

c o m m u n i t y ;

(2) 50 percent, if the physician practices in a rural

community and acts as the attending physician in 20 or more births a 

y e a r ;

(3) 100 percent, if the physician practices in a rural

community and acts as the attending physician in at least one but 

fewer than 20 births a year, or provides prenatal care to at least one 

but fewer than 20 patients a year.

(d) If a physician eligible to receive a payment under (c) of 

this section practices in both a rural and an urban community, che 

amount the physician receives shall be prorated under guidelines

established by the corporation. The corporation may not pay an insur­

ance surcharge imposed on a physician's medical malpractice insurance.

(e) The corporation shall establish procedures for applying for 

matching funds provided under this section.

(f) The state shall indemnify the corporation for any legal

-3- CSHB 3 5 0 (L&C)
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costs, attorney fees, or judgments that result from the administration 

or operation of the fund.

(g) In this section,

(1) "physician" means a person licensed to practice m e d i­

cine under AS 08.64;

(2) "rural community" means a community with less than 

5,000 permanent residents and less than 10,000 permanent residents 

within a radius of 20 miles from the U.S. Post Office nearest to the 

center of the community;

(3) "urban community" means a community with 5,000 or more 

permanent residents or 10,000 or more permanent residents within a 

radius of 20 miles from the U.S. Post Office nearest to the center of 

the community.

* Sec. 5. AS 21.88.310 is repealed July 1, 1993.

* Sec. 6. This Act takes effect immediately under AS 01.10.070(c).

CSHB 350(L&C) -4-
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no r e c o m m e n d a t i o n  

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

a d d i t i o n a l  refer r a l  to the C o m m i t t e e

A D O P T S :

A T T A C H E S  N E W  F I S C A L  NOTE(s):
(Dept)

[ ] fiscal i mpac t _______________

[ ] zero fiscal n o t e  

[ ] zero w i t h  analys is

l e t t e r  of intent

A P P R O V E S  PREVIOUS:

[ ] fiscal note(s) _____

[ ] zero fiscal note(s)

[ ] zero fn/ ana l y s i s   

(Date/Dept)

J '
S I G N I N G  DO PASS: SIGNING:

(Check approp. column)

C h a i r m a n ' s  S i g n a t u r e
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 F I N A N C E
Date of C o m m i t t e e  Action: 3  f \ ^ Q

The L A B O R  & C O M MERC E C o m m i t t e e  considered: HB 350

HOUSE B I L L  NO. 350 [FUNDS F O R  P H Y S I C I A N  I N S U R A N C E  PREMIUMS]
"An A c t  c r e a t i n g  the A l a s k a  m e d i c a l  m a l p r a c t i c e  m a t c h i n g  fund; and 
p r o v i d i n g  for an e ffective date."

R E C O M M E N D A T I O N S :
b e  r e p l a c e d  with €> 3  S O  ( u Q

h a v e  a t t ache d amendment(s) 

do pass 

do not pass 

no r e c o m m e n d a t i o n  

individual r e c o m m e n d a t i o n s  

a d d i t i o n a l  referral to the

[ ] the same title
[ ^  a new t i t l e

C o m m i t t e e

A D O P T S :

A T T A C H E S  N E W  F I S C A L  NOTE(s):
(Dept)

[ ] fiscal im pact_____

[ - i  zero fiscal note

[ ] zero w i t h  analysis_

l e t t e r  of intent

A P P R O V E S  PREVIOUS:

[ ] fiscal note(s)______

[ ] zero fiscal note(s)

[ ] zero f n / a n a l y s i s   

(Date/Dept)

SIGNING:
(C h e c k  approp. column)

'> K * U
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F e b r u a r y  5, 1990

V jL fl r a y

Rep. D a v e  Donley, C h a i r m a n  
L a b o r  a n d  C o m m e r c e  C o m m i t t e e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P.O. B o x  V  (MS 3100)
J u n e a u ,  A l a s k a  9 9 511

Re: H o u s e  Bill Nos. 334. 336. 337. 349 a n d  350

D e a r  R e p r e s e n t a t i v e  Donley:

I h a v e  r e v i e w e d  several bills p e n d i n g  in t h e  L a b o r  and 
C o m m e r c e  Corami *e w h i c h  address  issues c o n c e r n i n g  medical 
m a l p r a c t i c e  i n s u r a n c e  a nd m e d i c a l  m a l p r a c t i c e  litigation. As an 
a t t o r n e y  w h o  r e p r e s e n t s  p l a i n t i f f s  in m e d i c a l  n e g l i g e n c e  cases, I 
a m  v e r y  p l e a s e d  t o  see t h a t  y o u r  c o m m i t t e e  is t a k i n g  steps to 
a d d r e s s  t h e  real p r o b l e m s  involved in t h e  m e d i c a l  in surance 
" c r i s i s "  —  t h a t  is, a v a i l a b i l i t y  of i n s u r a n c e  and a c c e s s  to the 
j u s t i c e  system. W h a t  a r e f r e s h i n g  a p p r o a c h  w h e n  c o m p a r e d  to some 
p r i o r  l e g i s l a t i v e  a t t e m p t s  t o  solve t h e s e  p r o b l e m s  b y  r e d u c i n g  or 
e l i m i n a t i n g  t h e  r i g h t s  of i n ju red v i c t i m s  of n eglige nce.

I do h a v e  some m i n o r  s u g g e s t i o n s  c o n c e r n i n g  some p o r t i o n s  of 
t h e  b i l l s  w h i c h  a r e  a d d r e s s e d  below. However, p l e a e e  u n d e r s t a n d  
t h a t  I w h o l e h e a r t e d l y  s u pport the i n t e n t  o f  this l egislat ive 
p a c k a g e .

H o u s e  Bill 334, w h i c h  r e q uire s p r o f e s s i o n a l s  to obtain 
m a l p r a c t i c e  insurance, is a step in t h e  r i g h t  d i r e c t i o n  in my 
v iew. However, I a m  c o n c e r n e d  t h a t  t h e  bill, as p r e s e n t l y  
d r a fted, does not r e q u i r e  l i a b i l i t y  i n s u r a n c e  u n l e s s  the 
p r o f e s s i o n a l  h a s  h a d  a j u d g m e n t  e n t e r e d  a g a i n s t  h i m  or her. This 
e x c e p t i o n  r a i s e s  t w o  questions.



Rep. Dave Donley
February 5, 1990
Page -2-

First, a p r o f e s s i o n a l  w h o  h o l d s  h i m s e l f  o u t  to t h e  p u b l i c  as 
c o m p e t e n t  in an a r e a  s h o u l d  b a c k  t h a t  r e p r e s e n t a t i o n  w i t h  
insurance, r e g a r d l e s s  of w h e t h e r  h e  o r  she h a s  b e e n  the s u b j e c t  
of a n e g l i g e n c e  judgment. Second, a l t h o u g h  t h i s  e x c e p t i o n  w a s  
a p p a r e n t l y  d e s i g n e d  t o  focus on t h e  p r o f e s s i o n a l  w i t h  a " track 
r e c o r d "  of neg lig e n c e ,  it does n o t  a p p e a r  to ap ply to the 
p r o f e s s i o n a l  w h o  m a y  h a v e  s e t t l e d  a s e r i e s  o f  n e g l i g e n c e  c l a i m s  
s h o r t  o f  t r i a l  t o  a v o i d  a n e g l i g e n c e  j u d g m e n t .  D e s pite t h e s e  
concerns, I s t r o n g l y  u r g e  the p a s s a g e  of s o m e  l e g i s l a t i o n  
r e q u i r i n g  m a n d a t o r y  l i a b i l i t y  i n s u r a n c e  for p r o f e s s i o n a l s .

H o u s e  Bill 336 m a k e s  c h a nges in t h e  m e d i c a l  m a l p r a c t i c e  
a d v i s o r y  p a n e l  l a w  p r e s e n t l y  on t h e  books. T h e  importa nt 
m o d i f i c a t i o n s  a r e  t h e  i n c r ease in t h e  s i z e  o f  t h e  panel, the 
a d d i t i o n  o f  n o n - h e a l t h  c a r e  p r o v i d e r s  t o  t h e  p a nel, and a c h a n g e  
ir. t h e  p r o h i b i t i o n  o n  d i s c o v e r y  in l i t i g a t i o n  p r e s e n t l y  w r i t t e n  
in t h e  law.

T h e r e  is a n  additional,  s i g n i f i c a n t  p r o b l e m  w i t h  t h e  p a n e l  
s t a t u t e  w h i c h  is n o t  a d d r e s s e d  b y  t h i s  bill. T h a t  p r o b l e m  is the 
u s e  t o  w h i c h  a p a n e l  r e p o r t  m a y  be m a d e  in court. s e v e r a l  
p h y s i c i a n s  w h o  t e s t i f i e d  at the r e c e n t  c o m m i t t e e  h e a r i n g s  b e l i e v e  
t h a t  t h e  r o l e  of t h e  p a n e l  is o n l y  t o  a d d r e s s  " b iological"  
issues, w i t h o u t  r e g a r d  t o  the i m p o r t a n t  l e g a l - m e d i c a l  i s sues 
r a i s e d  in t h e  l i t i g a t i o n .  Moreover, m a n y  p h y s i c i a n s  w i t h  w h o m  I 
h a v e  s p o k e n  p e r s o n a l l y  b e l i e v e  that  t h e i r  r o l e  as p a n e l  m e m b e r s  
is t o  " e d u c a t e  t h e  judge" r a t h e r  t h a n  t o  p r e p a r e  a r e p o r t  for u s e  
b y  t h e  t r i a l  j u r y  in d e c i d i n g  the case.

N e v e r t h e l e s s ,  u n d e r  p r e s e n t  law, a p a n e l  r e p o r t  m a y  b e  
i n t r o d u c e d  i n t o  e v i d e n c e  at trial w i t h o u t  t h e  m e m b e r s  of t h e  
p a n e l  a c t u a l l y  t e s t i f y i n g .  In addition, t h e  A l a s k a  S u p r e m e  C o u r t  
h a s  h e l d  t h a t  a n  e x p e r t  a d v i s o r y  pan el r e p o r t  m a y  be u s e d  as t h e  
b a s i s  for s u m m a r y  j u d g m e n t  a g a i n s t  a party. K e n d a l l  v. S t a t e . 
692 P. 2d 953, 955 (Alaska 1984). Finally, u n d e r  p r e s e n t
a d m i n i s t r a t i v e  rules, a l t h o u g h  t h e  c o u r t  a p p o i n t s  the e x p e r t  
a d v i s o r y  panel, o f t e n  o v e r  t h e  o b j e c t i o n  of a party, a party w h o  
w i s h e s  t o  h a v e  a m e m b e r  of t h e  pane l t e s t i f y  a t  t r i a l  (either to 
s u p p o r t  t h e  p a n e l  r e p o r t  or to e x p o s e  f a l l a c i e s  in the report) 
m u s t  p a y  for t h a t  p h y s i c i a n ' s  d e p o s i t i o n  a n d  a p p e a r a n c e  at trial.

If t h e  p u r p o s e  of the panel p r o c e e d i n g  is t o  p r o v i d e  
" s c r e e n i n g "  of cases, it is sup erfluous. C o m p e t e n t  p l a i n t i f f ' s  
l a w y e r s  s c r e e n  d i f f i c u l t  m e d i c a l  n e g l i g e n c e  c a s e s  p r i o r  to f iling  
them. T h e  h i g h  c o s t s  of p u r s u i n g  a m e d i c a l  n e g l i g e n c e  case a c t  
as a d e t e r r e n t  t o  f i l i n g  a n o n - m e r i t o r i o u s  case. T h e r e  a re 
e x i s t i n g  c o u r t  r u l e s  for a d d r e s s i n g  f r i v o l o u s  c l a i m s  (Rule 82 
a w a r d s  to t h e  p r e v a i l i n g  party; Rule 11 s ancti o n s ) .

4
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, I
If the p a n e l  is to rema in a p a r t  of A l a s k a ' s  m e d i c a l  

n e g l i g e n c e  law, its role should b e  c l e a r l y  defined. I s u g g e s t  
t h a t  House Bill 336 b e  a m e n d e d  to ad d the following:

A.S. 09.55.536(e) is r e p e a l e d  a n d  r e - e n a c t e d  
to pro vide: T h e  p a n e l ' s  r e port is a d v i s o r y
only. It m a y  n o t  be i n t r o d u c e d  i n t o  e v i d e n c e  
a t  t r i a l  a n d  its m e m bers m a y  n o t  b e  c a l l e d  as 
w i t n e s s e s .  In a w a rding costs a n d  atto rn e y s '  
fees a t  the c o n c l u s i o n  of l itigati on, t h e  
t rial c o u r t  m a y  c o n s i d e r  the p a n e l  report.

Finally, H o u s e  Bill 350, c o n c e r n i n g  c r e a t i n g  t h e  A l a s k a  
M e d i c a l  M a l p r a c t i c e  M a t c h i n g  Fund, is a n  e x t r e m e l y  i m p o r t a n t  
p i e c e  of l e g islation. T h e  p a s s a g e  of t h i s  b i l l  w i l l  d o  m u c h  to 
a l l e v i a t e  t h e  p r o b l e m s  fac ed by rural p h y s i c i a n s  in o b t a i n i n g  
insurance, w i t h o u t  f o r c i n g  rural A l a s k a n s  t o  s e t t l e  f or s e cond 
r a t e  m e d ical care.

T h a n k  y o u  for t h e  o p p o r t u n i t y  to c o m m e n t  o n  t h ese 
l e g i s l a t i v e  p r o p o s a l s .  If I can a n s w e r  a n y  q u e s t i o n s  o r  p r o v i d e  
a d d i t i o n a l  i n f ormation, I w i l l  be h a p p y  t o  d o  so.

S i n c e r e l y  y o u r s

D A H : f s
o f f .d a h .l e t .r e p .d a v .d o n .1



A L L  C L A I M S  - I N C E P T I O N  T H R O U G H  1988

INDEMNITY PAYMENT

0

1 - 1 , 0 0 0

1,001-5,000
5,001-10,000

10.001-25,000
25.001-50,000
50.001-75,000 

75,001-100,000
100.001-150,000
150.001-200,000
200.001-500,000
500.001-750,000 

750,001-2,000,000
2,000,001-3,000,000

By Payment Size

#OF SUITS/CLAIMS

165 
6 

14 
1 2  

14 
17

7 
1 0

6

8 

4 
4 
2  

2

271

Average Claim - $48,731

PERCENTAGE

61
2

5
4
5
6

3
4 
2  

3 
1 

1 

1 

1

Average Claim where 
indemnity payment 
was made - $124,353



Physician
Claims

Physician's Number of Physicians 
Named Insured

1976 2 58
1977 4 8 8

1978 5 8 8

1979 9 97
1980 10 121
1981 7 144
1982 15 200
1983 15 230
1984 29 39 285
1985 43 63 325
1986 35 67 315
1987 27 29 303
1988 20 21 279



A LE U T  P LA ZA+000 Or.D SEWARD HWY.. SUITE 203 
.LN'CnORAGE. ALASKA WoOh

A / T T A  Medical Indemnity
l Y X± V ^ r i .  Corporation of .Alaska

C O V E R  SHEET FOR F A C I M I L E  T R A N S M I T T A L  

(OUR FAX N U M B E R  IS - 562-7804)

B i l l  B ro c k

Ju n e a u , A la s k a

FAX *_______ 00______________________

A T T E N T IO N : M ary  P ie r c e __________________

FR O M : ___________ A rc  S t a n fo rd _________________

E E : ,_______________P r e n a t a l  C o ve rag e  O n ly .

P A G E S _____________________________

IF Y O U  S H O U L D  NOT R E CEIVE T H E  N U M B E R  OF PAGES I N D I C A T E D  ON 
T H I S  C O V E R  SHEET, PLEASE C O N T A C T  O U R  O F F I C E  AT 563-3414.

Attached is the form letter we sent last summer to all of our policyholders 
regarding- this new specialty class.

O n ly  C r o s s r o a d s  M e d ic a l C e n te r  ( G le n n a l le n )  re sp o n d e d  and th e y  a ls o  s u b m it te d  
th e  w r i t t e n  p r o t o c o ls  w it h  th e  d e l i v e r i n g  p h y s i c ia n  i n  A n ch o ra g e ,

S ta n  J o n e s ,  M .D .  o f  H a in e s  had su p p o rte d  and p ushed  f o r  t h ie  x e - c l a e e i f i c a t i o n  
b u t d e c l in e d  th e  c o v e ra g e  when i t  w as f i n a l l y  made a v a i la b le b e c a u s e  " i t  w a* 
s t i l l  to  e x p e n s iv e  f o r  h i s  lo w  vo lum e o f  O . B ,  p a t i e n t s " .



ALEUT PLAZA
■1000 OLD SEWARD HWY., SUITE 203 
ANCHORAGE, ALASKA 90503

I V / T T A Medical Indemnity
V ^ / X j L  Corporation of Alaska

RE: New Specialty Class: Prenatal Coverage Only

Dear Policyholder:

Your Board of Governors is pleased to announce the creation o f  a new specialty class 
for those physicians who wish to continue providing prenatal care to their patients with 

delivery being performed elsewhere by a collaborating OB/GYN or Family Practictioner in 
an urban area hospital.

This new specialty classification has been assigned a class 2 rating which represents 
a premium reduction o f  approximately 48% over the rate for complete Family Practitioner 
obstetrical coverage.

The only requirements for this specific coverage are that the collaborating physician 
must have malpractice insurance (not necessarily with MICA) and approval by MICA of 
the written protocols between yourself and the physician doing the actual delivery. The 
protocols must be signed by both physicians, be specific as to the number of patient visits 
to the delivering physician prior to the due date as well as the frequency and type of the 
prenatal procedures that will be performed.

Your company is pleased to provide this new coverage which has been tailored to meet 
specific and current needs of many of our rural physician policyholders. The coverage will 
allow our physicians to continue providing virtually full terra obstetrical services to their 
patients while at the same time provide g optimal facilities for the actual delivery.

Please contact the MICA Underwriting Department if you have any questions 
regarding this new prenatal only coverage.

B u l l e t i n

Underwriting Manager 

AS:sm

7/29/88
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December 29, 1989

A  / f T p  \ Medical Indemnity
.IrJL JLV_yxJL Corpora I ion of Alaska

R ep re s e n t a t i v e  M a x  G ru e n b e rg
House L abo r and Commerce Comm it tee  
House  o f  R ep re s e n ta t i v e s  
P.O. Box V 
Juneau, AK  99811

D ea r  R e p re s e n t a t i v e  G ru en b e rg :

The House L abo r and Commerce Comm it tee  had hea r ing s on N ovem ber 30, 19S9 
at w h ic h  t im e  I w a s  a sked  to have  an " in fo rm a l"  chat w i th  the com m it te e .  
S ince I wasn 't prepared to te s t i fy ,  I ga ve  you some e s t im a ted  prem ium f ig u re s
and p rom ised to fo l lo w  up w ith  exac t rate in fo rm a t ion .

M IC A ’s 1990 P rem ium  S ch e d u le  i s  e n c lo se d  fo r y o u r  in fo rm a t io n .  The
com m it te e  had a sked  me q ue s t io n s  at the hea r in g s  s p e c i f i c a l l y  re la t ing  to the
co s t  o f  in s u r a n c e  to p h y s ic ia n s  d e l i v e r in g  b a b ie s .  I m en t io n ed  tha t the 
m a jo r i t y  o f  o u r  p h s i c i a n  p o l i c y h o ld e r s  h a ve  l im i t s  5500,000 per c l a im .
51,000,000 agg rega te . Phys ic ian s  d e l i v e r in g  bab ie s  arc C la s s  3 on the sch edu le . 
A s s um in g  a p h y s ic ia n  had p o l i c y  l im i t s  o f  5500.000/1,000.000 and had been 
in su red  w ith  M IC A  fo r f iv e  o r more yea rs  h is  p rem ium  fo r 1990 w o u ld  be 
530,162. (Th is  is about 520,000 less than 1 quoted to you .)

A no th e r  q u e s t io n  i s  the d i f fe re n c e  in p rem ium  be tw een  a F am i ly  P ra c t io n c r
do ing  o b s te t r ic s  and those who were not. A ssum ing  the same scen c r io  as above 
and that the F a m i ly  P ra c t io n c r  not do in g  o b s te t r i c s  w a s  do in g  m ino r s u rg e ry
the d i f fe re n c e  w o u ld  be $14,046. In o ther w o rd s ,  the  F am i ly  P ra c t ion c r who
d e l i v e r s  b a b ie s  pay 514.046 to do so (or about 1/2 o f  the to ta l p rem ium is for 
o b s t e t r i c a l  c o v e r a g e ) .

I hope that th i s  le t te r  and the a ttached p rem ium  sch edu le  be t te r  an sw e rs  yo u r  
ques t io n s . I f  yo u  have any fu r ther ques t io n s , p lease fee l free to ca l l me.

E x e c u t i v e  D ir e c to r  

M A P / b l b

E n c l o s u r e
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PROFESSIONAL LIABILITY COVERAGES

Explanation of Policy:

The Claims-Made Policy extends professional 
liability protection to the physician, clinic or 
employee for claims reported in a single year, 
regardless of when service is rendered as long as 
the incident occurred while continuously insured 
under Claims-Made with MICA. Thus, claims 
reported this year are covered by this year's pol­
icy; claims reported next year by next year’s 
policy and so on.

MICA’s premium rates are derived from the 
historical pattern of reported claims resulting from 
the performance of professional services which 
form a “stair step” with an increasing number of 
claims being reported each year until the fifth year. 
In the first year, only about 19 % of the total claims 
resulting from professional services are reported; 
the second 39 %; the third 78 %; the fourth 93 %; 
the fifth and subsequent years, about 100 %.

Cost:

In keeping with the “stair step" development of 
claims, the rates charged for the Claims-Made 
policy mature at 'he fifth year. Subsequent re­
newal policies are charged at the mature rates. The 
specific cost of coverage is shown within our table 
cntitilcd CLAIMS-MADE PREMIUM SCHED­
ULE.

All policies issued by MICA are renewed on 
January 1 of each year. Your first years and 
renewal rates arc pro-rated from the first date of 
coverage (inception date) of the original policy. 
For example, if your continuous coverage became 
effective on July 1, 1986, your annual renewal 
premium on January 1. 1990 would be pro-rated 
from January 1 through June 30 on the fourth year 
rates and from July 1 through December 31 on the 
fifth year rates.

Limits of Liability:

MICA’s professional and optional comprehen­
sive general liability coverages are available with 
policy limits of:

S200.000 per occurrcncc/S600,000 
aggregate per calendar year.

$500,000 per occurrencc/S 1.000,000 
aggregate per calendar year.

51.000, (XX) per occurrcncc/S2,000,000 
aggregate per calendar year.

51.000.000 per occurTcncc/S3,000,000 
aggregate per calendar year.

Reporting Endorsement 
(Tail Coverage) *

Should you stop practicing or change to another 
insurance company, MICA guarantees availabil­
ity of a limited or Unlimited Reporting Endorse­
ment known as “ tail” coverage to cover subse­
quently reported claims. Tail coverage must be 
purchased by the insured within 30 days of termi­
nation of coverage,( by cancellation or non-re­
newal) or by termination of employment or asso­
ciation with the physicians insured under a master 
group policy.

“Tail" coverage must also be recognized when a 
physician reduces rating classification to offset 
reduced premium charges while subsequently 
reported claims from the higher specialty contin­
ues to occur. This is currently being accom- 
plishedby charging "tail" premium on a pro-rata 
basis as between the two speciality classes when 
the policy is ultimately terminated.

Cost:

The cost of “ tail" coverage will depend upon the 
length of time you have been insured with MICA, 
limits of liability purchased, physician's rating 
class and will be subject to the company’s rules, 
rates, and rating plans in effect at the time the 
Unlimited Reporting Endorsement is requested.

♦ The policy lim its purchased for the Unlimited Reporting endorsement will be applicable ju s t  as i f  the policy had not 
been cancelled or terminated and alt subsequently reported claims had been reported dur ing the last policy year.



Part Time Practitioners:
Class 0 ,1 , 1-A.2, 2-A and Family practitioners 

in any class: 35 *7c of the scheduled annual premi­
ums for 10 hours or less per week practice: 65 % 
of the scheduled annual premium for 20  hours or 
less per week practice.

Comprehensive General Liability Coverages:
This optional coverage is available at S50 per 

physician covered, subject to the same limits of 
liability carried for professional liability. This 
coverage extends to bodily injury and property 
damage liability protection for those injuries acci­
dentally sustained on the office premises by pa­
tients or the general public.

This coverage is limited to premises actually 
occupied by our insured in rendering professional 
services. For example, if an insured occupied one 
suite of a building, coverage would be limited to 
only that suite. An entire building cannot be 
covered under the Compre .ensivc General Liabil­
ity Endorsement unless the insured or the insured’s 
employees occupy the entire building in the ren­
dering of medical services.

C orp o ra te /P a r tn c rsh ip /G ro u p  Professional 
Liability:

This optional coverage is available at no addi­
tional charge to solo practitioners and group prac­
tices, providing each member or employed physi­
cian carries coverage through the Company. The 
only requirement for group limits is that the limits 
of liability on the group may never be higher than 
the lowest limit carried by any member of the 
group. The separate limits of liability for the 
corporation/pannership/group docs not apply to 
policyholders who arc solo practitioners nor does it 
apply concurrently or on an excess basis to the phy­
sician (s) scheduled on the policy or associated 
w ith the same medical organization whoalso alleg­
edly provide neligent patient care for the same 
occurrence.

This form provides individual limits of liability 
to each physician named on the policy schedule 
except these limits shall not be concurrent nor 
excess to the corporate limits of liability stated in 
the previous paragraph.

Optional Shared Limits Professional Liability 
Group Coverage:

This optional coverage is available through the 
Company for your group at reduced premium lev­
els. (see discount schedule that follows). One 
master policy is issued with each associated or 
employed physician covered by endorsement.

Coverages are limited to the course and scope of 
employment or association with your group. The 
combined clinic/group insureds a re  subject to 
the single limits of liability p i r  occurrence and 
annual aggregate limits as procured. 
Completion of the Physician's and Surgeon's Pro­
fessional Liability Group Application is required, 
along with completion of individual application for 
each physician to be insured.

Discounts I't-r L im its  o f  Liability
» D octnn on Policy S5P0.Q0Q S1.000.00Q

1 0 0
* 9% 7%
3 l t % 9 %
4 12% 10%
5 13% 11%
6 14% 12%
7 1S% 13%
8 16% 14%
9* 17% 1S%

Installments - Deferred Payments:
Initial policy issuance subject todcposit of S 1.000 

or two month’s annual premium. Deferred pay­
ments arc available in quarterly or semi-annual 
installments payable: 35%, 25%. 25%  and 15% 
quarterly or 60 % and 40 % semi-annually. Pre­
mium invoices should be paid upon receipt and the 
policy is subject to immediate cancellation if 
payment is not received by the first day o f the 
quarter in which the premium is earned. Carrying 
charges arc computed at 10  % annual simple 
interest on the unpaid balance.

The full premium for an Unlimited Reporting 
Endorsement must be received by the company 
w ithin twelve months following its inception date. 
The Unlimited Reporting Endorsement will be 
cancelled at the end of this twelve month period if 
the full premium has not been received at that time, 
and only premium earned for this twelve month 
Reporting Endorsement period will be charged in 
accordance with rates aetuarially determined and 
filed with the Division of Insurance.



C L A I M S  -  M A D E  P R E M I U M  S C H E D U L E

Effective January 1, 1990 

LIMITS OF LIABILITY: EACH CLAIM AND ANNUAL AGGREGATE

CLASS 0 
1 st y e a r  r a t e s

• 2 n d  y e a r  r e n e w a l  r a t e s
• 3 r d  y e a r  r e n e w a l  r a t e s
• 4 t h  y e a r  r e n e w a l  r a t e s
• 5 th  y e a r  r e n e w a l  r a t e s

CLASS 1 
1 s t y e a r  r a t e s

• 2 n d  y e a r  r e n e w a l  r a t e s
• 3 r d  y e a r  r e n e w a l  r a t e s
• 4 th  y e a r  r e n e w a l  r a t e s
• 5 th  y e a r  r e n e w a l  r a t e s

CLASS I-A
1 st y e a r  r a t e s

• 2 n d  y e a r  r e n e w a l  r a t e s
• 3 r d  y e a r  r e n e w a l  r a t e s
• 4 th  y e a r  r e n e w a l  r a t e s
• 5 th  v e a r  r e n e w a l  r a t e s

1st  • 5th Years

Ja n . 1,1990 
J i n .  1,1989 
Ja n . 1,1988 
Ja n . 1,1987 
J a n . 1,1986

Ja n . 1,1990 
Ja n . 1,1989 
Ja n . 1,1988 
Ja n . 1 ,1987 
Jan . 1,1986

Jan . 1.1990 
Ja n .  1.1989 
Ja n . 1,1988 
Ja n . 1 , 1987 
J a n . 1,1986

s:oo,ooo.'S6oo.ooo

2,924
3.467
4,559
5,026
5,177

3,798
4.828
6,724
7,517
7,772

4,548
5,997
8.584
9,657

10.001

5500,000/51,000,000

3,182 
4,026 
5,607 

6 ^  71 
6,485

4,305
5,809

8,497
9,612
9.970

5,270
7341

10,980
12,482
12,964

51.000.000/52,000.000
51.000.000/53.000,000 *

3,601
4,857
7,119
8,058
8 J 6 1

5,067
7,230

11,031
12,599
13,103

6 3 2 6
9,268

14391
16,499

17,176

C L A S S  :
1st  year ra t e s

• 2nd  y ea r  renew al  ra te s
• 3 r d  y e a r  renew al  ra tes
• 4 th  y ea r  renew al  ra te s
• 5 th  y ea r  ren ew a l  ra tes

C L A S S  2 -A  
1st  y ea r  ra te s

• 2 n d  y ea r  renew al  ra tes
• 3 r d  y ea r  renew al  ra tes
• 4 th  y ea r  renew al  ra tes
• 5 th  s e a r  renew al  ra tes

J a n . 1 . 1990 
Jan . 1 ,1989 
Jan . 1 ,1988 
Jan . 1.1987 
Ja n . 1 .1986

Ja n . 1.1990 
Ja n . 1 . 1989 
Ja n . 1,1988 
Jan . 1 .1987 
Jan . 1.1986

5.338
7,228

10,542
11,909
12318

7,098
9.971

14,905
16,928
17,577

6.286
8,953

13.593
15,503
16,116

8.550
12,547
19.417
22.235
23,139

7,651
11,414
17,928
20,605
21,464

10,605
16,196
25,811
29,755
31,020

• PREMIUM COST IS 4% ABOVE SI.000.000j52.000.000 LIMITS

C la mi made premium prepared by MiUtman A Robertson. In c , consulting Actuaries for the Medical Indemnity Corpwncon of Alaska, are based on 
a five year pricing step for r e in e d  claims adjusted annually for claims espencnce
• Retroactive dates and renewal premium apply to 2nd through 5 th yea; jnm ul renewal First > *ar pfty ncians are subject to first year a les
•All policies are renewed exh year on January I. All la and renewal premiums are pro : • - i  v b<ect <oUi»fuu day o'covrrage under the ongtru) 
policy.



INTRODUCTION

A s t a t u t e  of l i m i t a t i o n s  is a law that r e q u i r e s  a party w h o  
b e l i e v e s  h i m s e l f  or h e r s e l f  to have b e e n  i n jured to bring an 
a c t i o n  a g a i n s t  the r e s p o n s i b l e  p a r t y  w i t h i n  a c e r t a i n  time frame. 
M o s t  s tates  and the D i s t r i c t  of C o l u m b i a  have e n a c t e d  such 
s t a t u t e s  to p r o t e c t  a r c h i t e c t s ,  e n g i n e e r s  and o t h e r s  in the 
c o n s t r u c t i o n  i n d u s t r y  f r o m  exposure to u n l i m i t e d  l i a b i l i t y  on 
i n d i v i d u a l  pro je c t s .

T h e s e  laws a t t e m p t  to s t r i k e  a r e a s o n a b l e  b a l a n c e  b e tween the 
i n t e r e s t s  of th ose w h o  m a y  be p o t e n t i a l l y  "harmed" and the 
r i g h t s  of d e f e n d a n t s  t o  be free of p o t e n t i a l  s uits after a 
r e a s o n a b l e  p e r i o d  of time. In s t a t e s  w h e r e  no s u c h  l e g i s l a t i o n  
is in effect, d e s i g n  p r o f e s s i o n a l s  face a l i f e t i m e  of l i a b i l i t y  
on e a c h  of t h e i r  p r o j e c t s .

M o s t  state laws r e l a t i n g  to design p r o f e s s i o n a l s  are a c t u a l l y  
" s t a t u t e s  of r e p o s e . "  T h e s e  are laws t h a t  set time p e r i o d s
w i t h i n  w h i c h  a suit m a y  be filed r e g a r d i n g  a c a u s e  of a ction
r e g a r d l e s s  of w h e n  the c a u s e  occurred. The usual s t a tute of 
l i m i t a t i o n s  s tart s to run from the d a t a  of i njury or o t h e r  cause 
of a c t i o n  and a c t i o n s  b r o u g h t  after the end of the s t a t u t o r y  
time p e n o c  are b a r r e d .  The s t a tute of r ep ose e s t a b l i s h e s  the 
b e g i n n i n g  of the t ime p e r i o d  not the c a u s e  of action, s u c h  as 
an injury, but a n o t h e r  event, such as the s u b s t a n t i a l  c o m p l e t i o n  
of a build i n g .  W h e n  t h e  s p e c i f i e d  time p e r i o d  has expired, 
suits for a c t i o n s  o c c u r r i n g  after that p e r i o d  are barred.

St a t e  s t a t u t e s  of l i m i t a t i o n s  for d e s i g n  p r o f e s s i o n a l s  and the 
c o n s t r u c t i o n  i n d u s t r y  come under a t t a c k  in the courts p e r i o d­
ically. and m a y  m  fact be found to be u n c o n s t i t u t i o n a l .  A
r e v i e w  of the case law r e f e r r e d  to in t h o s e  s i t u a t i o n s  will 
p r o v i d e  a c o m p l e t e  u n d e r s t a n d i n g  of the p r o b l e m s  involved  in 
an i n d i v i d u a l  state. It is i m p o rtant  t h a t  A I A  sta te and local 
c o m p o n e n t s ,  as w e l l  as individual a r c h i t e c t s ,  c l osely m o n i t o r  
a c t i v i t y  r e l a t i v e  to t h e i r  state's s t a t u t e s  and that i n d us try 
m e m b e r s  now s e e k i n g  n e w  or a m ended laws c a r e f u l l y  r e v i e w  related 
l e g i s l a t i v e  and j u d i c i a l  a c t i v i t y  to t r a c k  a w e l l - d e f i n e d  path 
t h r o u g h  the l e g i s l a t i v e  process.

A I A ’s "Compendium : S t a t e  S t a tutes of L i m i t a t i o n s "  is t i m e l y
a n d  s h o u l d  be a u s e f u l  w o r k i n g  tool for those d e a l i n g  w i t h  
this issue.

l l
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SUMMARY

A l a b a m a :

A l a sk a:

A r i z o n a :

A r k a n s a s :

C a l i f o r n i a :

C o l o r a d o :

C o n n e c t i c u t :

D e l a w a r e :

D i s t r i c t  of C o lumbia:  

F l o r i d a :

G e o r g i a :

H a w a i i  :

Idaho:

I l l i n o i s :

I n d i a n a :

I o w a :

K a n s a s :

K e n t u c k y :

L o u i s i a n a :

M a i n e :

M a r y l a n d :

M a s s a c h u s e t t s :

M i c h i g a n :

M i n n e s o t a :

M i s s i s s i p p i :

M i s s o u r i :

No s t a t u t e  of l i m i t a t i o n s  at this timer 
p r e v i o u s  law d e c l a r e d  u n c o n s t i t u t i o n a l

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

Do es  n o t  h a v e  a s t a t u t e  o f  l i m i t a t i o n s  
f or  d e s i g n  p r o f e s s i o n a l s

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

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

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

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

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

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

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

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

Te n y e a r s  fr o m  s u b s t a n t i a l  c o m p l e t i o n

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

T e n  y e a r s  f r o m  s u b s t a n i t a l  c o m p l e t i o n  
p l u s  four y ea rs  f r o m  d i s c o v e r y  of cause 
to ta ke  a ct i on

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

D oe s  not h a v e  a s t a t u t e  o f  l i m i t a t i o n s  
for d e s i g n  p r o f e s s i o n a l s

T e n  y e a r s  a f t e r  p e r f o r m a n c e  of se r v ic e s

Fi ve  y e a r s  -uf.ter p e r f o r m a n c e  of s er v i c e s

T e n  y e a r s  a f t e r  o c c u p a t i o n  by ow n er

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

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

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

S i x  y e a r s  a f t e r  o c c u p a n c y  or a c c e p t a n c e  
of i m p r o v e m e n t

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

S i x  y e a r s  a f t e r  w r i t t e n  a c c e p t a n c e  or use 

T e n  y e a r s  a f t e r  c o m p l e t i o n  of c o n s t r u c t i o n
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Montana : Te n  years a f t e r  c o m p l e t i o n  of constr uction 
plus one year for a c t i o n  a f t e r  cause

N e b r a s k a : T e n  y ears a f t e r  p r o f e s s i o n a l  service 
is r e n d e r e d

Nevada: E i g h t  years a f t e r  s u b s t a n t i a l  completion

N e w  Hampsh i r e : N o  s t a t u t e  of l i m i t a t i o n s  at this time; 
p r e v i o u s  Law d e c l a r e d  u n c o n s t  tutional

N e w  Jersey: T e n  years a f t e r  p e r f o r m a n c e  of services 
an d  c o n s t r u c t i o n

N e w  Mexico: T e n  ye ars a f t e r  s u b s t a n t i a l  c o m p l e t i o n

N e w  York: T h r e e  years a f t e r  cause for a c t i o n

N o r t h  Carolina: S i x  ye ars a f t e r  s u b s t a n t i a l  c o m p l e t i o n

N o r t h  Dakota: Te n  yea * a f t e r  s u b s t a n t i a l  c o m p l e t i o n

Ohio: Ten yea? ; a f t e r  p e r f o r m a n c e  of services 
and c o n s t r u c t i o n

O k l a h o m a : Five y e a r s  a f t e r  s u b s t a n t i a l  completion, 
p l u s  two y e a r s  for a c t i o n  a f t e r  cause

O r e g o n : Si x  years  a f t e r  s u b s t a n t i a l  c o m p l e t i o n

P e n n s y l v a n i a : T w e l v e  years a f t e r  s u b s t a n t i a l  c o m p l e t i o n

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

S o u t h  Carolina: No s t a t u t e  of l i m i t a t i o n s  at this time: 
p r e v i o u s  law d e c l a r e d  u n c o n s t i t u t i o n a l

S o u t h  Dakota: N o  s t a t u t e  of l i m i t a t i o n s  at this time: 
p r e v i o u s  law d e c l a r e d  u n c o n s t i t u t i o n a l

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

T e x a s : T e n  ye ars a f t e r  s u b s t a n t i a l  c o m p l e t i o n

Utah: S e v e n  years a f t e r  s u b s t a n t i a l  c o m p l e t i o n

V e r m o n t : S i x  y e a r s  a f t e r  cause of a c t i o n

V i r g i n i a : F i v e  y e a - s  a f t e r  p e r f o r m a n c e  of s e r v i c e s

W a s h i n g t o n : S i x  y e a r s  a f t e r  s u b s t a n t i a l  c o m p l e t i o n

W i s c o n s i n : S i x  y e a r s  a f t e r  s u b s t a n t i a l  c o m p l e t i o n

W y o m i n g : T e n  y e a r s  a f t e r  s u b s t a n t i a 1, c o m p l e t i o n
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MARKETPLACE
Page B4.

Media: Newspaper publishers vow
continued cost-cutting PageB3,

Who's News: American Express 
revamps top posts at travel group

M e d ic a l- M a lp r a c t ic e !  n su rance  R a te s  F a l l
' D r o p  i n  N u m b e r  

O f  C i a i m s  C u t s  

I n s u r e r s ’ C o s t s

n M n l  n y *  the decrease* in
prpm M -' Janse* S . p * v t i , t l x  AMA't 

.e su t lo r t i that I t  w ill Uhianc*!- 
ot dechnes M b t*  doctor* b r 

tf*od . “ I f l  premature for anyrew 
Urn pA/ocuM' fm irr rxor 

t a a w d u te ly ."  h* f i y i

B y  Jamzs R. S a a m u nSlajf Rrportrr o/Tkb WauSthc«7 Joint* aj.
There 1* fin a lly  something to cheer 

thou: on the health-cost front. Fo r the f l r i t  
time In a decade. medJcal-maJpractlce In­
surance ra te s are fa lling .

S t  P a u l Cos., the nadon's la rg e s t medl- 
ca lm a ip ra c tice  Insurer. Just two weeks 
ago said It p lans to cu t ra tes fo r doctors 
this yea r by an average of 11% nationwide, 
the firs t decrease since 1978. P ann eT  
Creep In c ., which covers hosp ita ls and 
health-malntenance organizations, a lready 
has s lashed prem ium s up to 15*. And pre­
mium* of physician-owned insurance com­
panies w ill e ither s ta y  as they a re  or de­
crease a  lit t le , a y s  Douglass Ph illip s, 
president of the Physicians In surance ,ts- 
'-ladon o f America.

Uthough h c re a se s  in m a lp racdce  pre­
mia slowed In 1967 and 1388, th is  Is the 

n n t yea r since the la te  1970s that average 
rates a c tu a lly  a re declin ing. " I'm  ve ry  re- 
be ttti. and I'm  ve ry  happy.”  sa y s  Jon­
athan S. E h r llch , an Atlanta obstetric ian 
who stands to save  J13.000 annua lly  in -e- 
duced prem ium s. "Two or three yea rs ago 
j w  couldn't see any end to the s p i r a l . ' 

pewer Claims
m:' What's d r iv ing  ra te s down? Patients 
f a r t  tiling few er m alp ractice c la im s than In 

* e  mid-1980s, and the costs to se ttle  them 
aren't e sca la tin g  as f a r  as they were In 
previous y ea rs . As a  re su lt, a number of 
Insurers s a y  they anticipate hav in g  to pay 
out less money this yea r than la s t to settle 
cla im s and thus can afford to drop rates.

Nobody knows exac tly  why (ewer 
d i im s  . e being filed . But experts pclnt to 
a varie ty o f contributing factors. M a lp rac­
tice cases a re  gen ing n o te  expensive, 
more complex and harder to w in In court. 
At the sam eT lm e, Juries are ge tting  stin ­
gier with aw ards to wronged patien ts, and 
many s ta te s have e ither put caps on pay­
outs or passed law s to block frivoiou* su lu . 
Doctor* a lso  a re  g e tt ln r be tte r a t ta r in g  
prevent]vwmeaaurew tn haad  a(9 raafarac-M X 1 V  « *.irt»i--R,v! -f .

To be tw re . m any doctors and tnsur- 
anee-eempany o ffic ia ls  aren't convinced 
that rates w il l keep dropping, and In a k w  

' s a te s  prem ium s s t i ll esr going up. DocHm 
potntout th a t m a lp ractice rate* went down 

| for a few  yewrs In the la te  ifJOa. on ly to 
I rise a lmost geom etrica lly  tn the 1980s An 

other w o rry : At least «ome of (he decrease 
tn Jury awairfc ste ins from health-care cost 
rud lag  and tower tnOiUan in the ea rly  

when eases now being se ttled  wer* 
fifed Bo to day*  skyrocketing hea lth  coats 
could b ring ja rg e r  ve rd ic ts in the fu ture . 
r  ■“t t ' l  grodt new* i f  tt last*, bu t no one ts 

'  to b* t That It w ill t u t , "  K irk  John- 
(M ’A fM rican  M edical A ssociation *

Malpractice Awards «
Compensatory damages awarded by if. malpractice cases:

AVEaACt It AWARD A

5 juries in single-plaintiff medical- 
-■ NCMBEROr■ 'AN LARGEST MIUJONIXJU.AH »AH/) llnimll. ., AWARDS

1983 8887.938 529f<76 525.0 69
1984 640.619 201IdO 27.6 71
1986 1.179.096 4011x0 12.7 79
1986 1.478.028 1970 15.8 92
1987 924.416 611IXXI 13.0 62
1988 732,445 40(I'OO 8.1 54
Nort: Fifumior 1988 art preliminary • Stunt JmTf VrriKi fUmardk J«c

But some Insurers say  the down d ra ft prem ium cu ts might enable him to reduce 
seems stronger than It e ve r was a  decade - b is ra tes to patients, 
ago, ra is in g  hope that a cyc le  o f lowet" ■ M alpractice law yers say  the growing 
ra les m ay have begun. One Indication: S t-p  complexity and cost of su ing are m aking 
Pau l's reductions cut across most m edical i  patients le ss litig ious and law yers more 
specia lties. Including oft-sued o b s te tr ic ia n  ■ Picky. Fees lo r expert witnesses have In 
and neurosurgeons.

The benefits of lower m a lp ractice ra le s .
could be far-reaching. The AMA sa y s  that 
malp ractice prem iums have been the fast­
est-rising expense Item for physic ians In 
the 1980s. and a lready some doctors are 
considering cutting fees. Dr. E h r llch , the 
Atlanta obstetrician , sa y s  the malpractlce-

rte* to push back awards. But everybody 
agrees that new laws passed In a t lea s t 19 
states since 1988 have had some ch illin g  e f­
fect.

Some sta te s have capped payouts for 
pain and su ffering . Others have adopted 
m easures aimed at cu tting  frivolous law ­
su its . In Georgia, the Leg islature passed a 
!*w requ iring that an attorney bring ing a 
m alp ractice su it Include an a ff id av it of 
support from a m edical expe rt Such a ff i­
da v its  are co stly : and law yers, who gener­
a lly  gel paid In m a lp ractice c u e s  on ly II 
they win, now must Invest more money In 
each m alp racdce case. " I  think (the afflda- . 
v lt la w ) discourages attorneys from work­
ing on cases." M r, B ird says. ■ -
Unnecessary Tests

Doctors and bo ip lta ls have also contrib ­
uted to lowering m alprarU cHnsurance 
ra le s  by adopting co stly  s tra teg ies to 
thw art potential m a lp racdce cases. Doc­
to rs read ily adm it to ordering unnecessary 
tests to protect them selves frcm  m a lp rac­
tic e  case*. I r a  M . Hardy, a G reenville . 
N .C.. neurosurgeon, say s he's sure about 
h a lf of the magnetic resonance im aging 
scans be o rd e rs- a l 11.000 a sho t-w il) 
come up negative. " I  have to do I t "  to 
avo id opening up the possib ility  of su it , he 
says.

“ R isk management" In itia tive s Involve 
adopting s tr ic t c lin ica l standards. Anesthe­
sio log ists at H arvard University * teach ing 
hospitals, fo r example, tightened ru le s In 
1985 to requ ire , among other th ings, moni­
to ring  every fiv e  m inutes the blood pres

creased up to twenty-fold In recent years, 
and more and more experts are needed to 
pick apart the vastly more complicated 
technologies used these days In medicine. ■
F ive yea rs ago, WUllam Bird, president of 
the Georgia T r ia l Lawyers Association and 
a m edical m alpractice specia list, say s  he 
took cases of patients whose doctors fa iled  ’ 
to diagnose appendicitis. No more. The , 
cost of bring ing such cases to court won't 
ju s t ify  the return, he says, a dd ing :''
"Today, It requires a lmost a catastrophic^
‘nJ While m ost patients se ttle  m a l p r a c t l c * a n d  bean  rates of patients oo U* op- 

c c la im s out of court, the few who go to e ra  ting tab le. Stoce then, m a lp ractice pey 
tr ta l a re  finding Juries le ss receptive. The-. «*“  I“ ve ? d ” hJve ^
average and median amounts of money n t n  thrnu*h un ivers ity  s  malp ractice 
awarded by Juries In the U.S. for medical- * I*®*™ ", i
m alp ractice cases (excluding punitive.,,,, Doctors aJso are find ing that a  mea 
damages l have been fa lling  m a rk e d ly , cu lpa can avo id a law su it. I t  Isn't uncom- 
since reaching a peak In 1966. The num ber'-nnon  for a surgeon to, say , cu t Into the 
of mlUlon-dollar verd icts a lso has dropped wrong foot of a  patient, say* M r. Ph illip s 
p recip itously since then. "W of the Physicians Insurance Association.

Some lega l and Insurance experts s a y . .  Doctors are learn ing that explaining w lu t  
public outrage about the huge m a lp ractice happened and apologizing can deter pa- 
settlements of tbe ea r ly  1980s m ay have- Uents Irom su ing . Concludes M r. Ph illip s: 
damped the sympathies of lun es. Other* * "Communicating with the patient Is proba- 
think conservative judges appointed d !)-'- » b ly  the most important aspect of lo ss pre-

Reagan years m ay have U illuen cw ., a- —  vention."
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.A LE U T  P L A Z A
4000 OLD SEWARD HWY., SUITE 803 
ANCHORAGE, ALASKA 99508 
(907)568-3414

March 28, 1990

Representative Peter Goll, Co-Chair 
House Judiciary Committee 
House of Representatives 
P..O. Box V 
Juneau, AK 99811

Dear Representative Goll:

MICA has been requested to attempt to give the Judiciary Committee some idea 
of the potential costs of CSHB350 as it is currently written. I believe the 
purpose is dual; to help you better evaluate the bill, and to finalize a fiscal 
no te .

MICA has completed this task, but we need to preface this report as it is based 
on the following understandings.

1.) We have based this on our current policyholders who arc paying 
premiums for delivering babies. We have no idea how many other 
physicians in the state might become MTCA insureds under this program, 
or how many of our own insureds may decide to deliver babies.

2.) These figures show ultimate costs. In other words, they arc based 
on all of our policyholders. Wc have no way of knowing whom, if 
anyone, will avail themselves of this program.

3.) We have reviewed every application to arrive at what their 
individual classification would be if they were not delivering babies. Wc 
needed to subtract that to make the formula work. In some cases, our 
assumptions may be incon-ect.

4.) We have concluded that "urban" means the following areas:
An c ho r a ge
Mat-Su (Palmer, Wasilla, etc.) 
F a irb an k s
Ju n eau
K cnoi/Soldotna

5.) We have assumed in the case of OB/GYN's that a part of their 
premium would be for gynecology and have only discounted the part of 
their premium for obstetrical coverage. If that is not a correct 
assumption and all of their premium should be included, then the total 
amount subsidized would be 554,837.00.

1 \ / T T / ^  \  M ed ica l In d e m n ity
I V l  I *  y iY .  C o rp o ra t io n  o f  AJaHka



M edical Indem nity  C o rpora tion  o f  A laska

L eg is la t iv e  S ec tion  T o ta l  P rem ium s S u b s id is e d— E r.filPium

I have no idea what this may cost us to administrate because it would depend on 
how many people we have in the program. Certainly no more than 10% of die 
subsidized premium amount, assuming you want us to have separate record 
keeping on this group.

Wc are submitting this to you and the committee as a written accompaniment 
to our verbal testimony which I will make at the hearings on Thursday, March 
29, 1990.

(C)(2) 1-20 Births 
(C)(3) 21-70 Births 
(C)(4) 71 + Births 
TOTALS

(C)(1) OB/GYN's 
G.P.’s/F.P.'s

$219,346
$324,157
$115,108
$173,546

$22,332
$40,155
$58,551
$63,494

$832,157
 0

$184,532

M AP/blb



HOUSE LABOR AND COMMERCE COMMITTEE
ALASKA STATE LEGISLATURE P.O. BOX Y, JUNEAU 99811

(907) 465-3892

November 23, 1989

M E M O R A N D U M

To: Members, House Labor and Commerce Committee

From: Representative Dave Donley, Chair

House Labor and Commerce Committee

Re: HB 350 - Alaska Medical Malpractice Matching Fund

HB 350 establishes the Alaska medical malpra ct ic e matching fund under the 

Department of Commerce and Economic Development, to be administered by 

the Medical Indemnity Corporation of Alaska (MICA). The fund may be used 

to pay part of the cost of medical ma lpractice insurance for eligible 
physicians.

The purpose of HB 350 is outlined in Section 1 of the bill. The sliding 

scale established u'lder the Act to determine e lig ib il it y for reimbursement 

from the matching -fund is geared toward physicians who provide "high risk" 

care to local communities, such as OB-GYN and emergency room services and 
are therefore the ones who usually pay the highest premiums.

An initial appropriation of $500,000 is made to the matching fund through 

HB 349, the companion funding bill. The funding source is the medical 

malpra ct ice  liability revolving loan fund under AS 21.88.210. Only 

physicians insured by MICA are eligible for the m at ch ing  fund.

A copy of a recently enacted Arizona law establishing a similar program is 

included in y ou r  committee f i .- along with related information from the 

Legislative Research Agency. Representatives from MICA and other 

interested providers will testify on HB 349 and HB 350 during our November 
public hearings.

dd/gb i 89 

b/hb350
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HOUSE LABOR AND COMMERCE COMMITTEE
ALASKA STATE LEGISLATURE P.O. BOX Y, JUNEAU 99811 ;U ,' “

(907) 465-3892 ' ~ y

A p r i l  3 0 , 1989

M E M O R A N D U M

To: M i k e  F o r d ,  A t t o r n e y

L e g i s l a t i v e  L e g a l  S e r v i c e s

F r o m :  G i n g e r  B a i m ,  a i d e  to

R e p r e s e n t a t i v e  D a v e  D o n l e y ,  C h a i r  

H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

Pe: B i l l  d r a f t i n g  r e q u e s t  - M e d i c a l  M a l p r a c t i c e  M a t c h i n g  F u n d

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

d r a f t ( s )  f o r  i n t r o d u c t i o n  b y  t h e  H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e  as o u t l i n e d

b e l o w :

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

f o r  a l l  l i n e s  o f  i n s u r a n c e  i n  t h e  s t a t e .  P l e a s e  s p e a k  w i t h  P a u l  R o l l e r ,  

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 ,  f o r  f u r t h e r  i n f o r m a t i o n  r e g a r d i n g  

c u r r e n t  p r e m i u m  t a x  p r a c t i c e s .  I n c l u d e  " p r o g r a m  r e c e i p t’* l a n g u a g e  in t h e  

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

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

b y  t h e  L e g i s l a t u r e  i n t o  t h e  M I C A  M e d i c a l  M a l p r a c t i c e  M a t c h i n g  Fund.

2. P r e p a r e  a b i l l / s  d r a f t  m a k i n g  M I C A ' s  l o a n s  i n t o  g r a n t s  a n d  r e q u i r i n g  t h a t  

M I C A  m a k e  a n  i n i t i a l  p a y m e n t  o f  $ 5 0 0 , 0 0 0  i n t o  t h e  M e d i c a l  M a l p r a c t i c e  

M a t c h i n g  F u n d  e s t a b l i s h e d  u n d e r  t h e  f o l l o w i n g  s e c t i o n .  P l e a s e  s p e a k  w i t h  

M a r y  P i e r c e  o f  M I C A  t o  g e t  i n f o r m a t i o n  r e g a r d i n g  M I C A ' s  l o a n  o b l i g a t i o n s

________ a n d  i n t e r n a l  o p e r a t i n g  p r o c e d u r e s .

3. P r e p a r e  a b i l l  d r a f t  c r e a t i n g  t h e  A l a s k a  M e d i c a l  M a l p r a c t i c e  M a t c h i n g  F u n d  

u n d e r  M I C A :

a. D r a f t  a " f i n d i n g s  a n d  p u r p o s e "  s e c t i o n :

t
- it i s  i n  t h e  s t a t e ' s  b e s t  i n t e r e s t  t h a t  m e d i c a l  p r o v i d e r s  b e  

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

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

d i s a s t e r  w h e n  f a c e d  w i t h  an  u n i n s u r e d  s e t t l e m e n t .

4 /

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

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

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

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

p r a c t i c e  in A l a s k a .

A l a s k a  h a s  o n e  o f  t h e  l o w e s t  p r o v i d e r s  p e r  c a p i t a  r a t i o s  in t he 

n a t i o n  a n d  i t  is in  t h e  s t a t e ' s  b e s t  i n t e r e s t  to i n c r e a s e  the n u m b e r  

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

< 3 >



- t h e r e  is a p a r t i c u l a r  c r i s i s  in  r u r a l  a r e a s  o f  t h e  s t a t e  b e c a u s e  

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

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

- t h e  p u r p o s e  in e n a c t i n g  t h i s  a c t  is t o  p r o v i d e  i m m e d i a t e  a n d  

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

p u r c h a s 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 h i l e  t h e  L e g i s l a t u r e  

c o n t i n u e s  to  w o r k  o n  m e a s u r e s  d e s i g n e d  to r e d u c e  c o s t s  o f  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

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

p a y m e n t s  b y  M I C A  i n t o  t h e  f u nd.

c. M I C A  s h a l l  m a k e  a n  i n i t i a l  d e p o s i t  i n t o  t h e  f u n d  o f  $ 5 0 0 , 0 0 0 .

d. M I C A  s h a l l  d i s t r i b u t e  t h e  m o n e y  in  t h e  f u n d  o n  a s l i d i n g  s c a l e

e s t a b l i s h e d  i n  "e".

e. E s t a b l i s h  a s l i d i n g  s c a l e  to r e i m b u r s e  m e d i c a l  p r o v i d e r s  for

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

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

t h e  f o l l o w i n g  f o r m u l a :

A N N U A L  P R E M I U M  . % % T O  B E  A M O U N T  T O  M A T C H
■•nnpr T*tnmiri nn T»»nn»m mr»»»«n n«mn»«nr«XllV-Ul'iL WC lUWUl'lIi l*iMlV*n£iU I’miv-nnD

$ 1 0 0 ,0 0 0 . $ 1 1 ,0 0 0 . 11 1% $ 1 ,0 0 0 51%
$ 1 0 0 ,0 0 0 . $ 1 2 ,0 0 0 . 12 2% 2 ,0 0 0 52%
$ 1 0 0 ,0 0 0 . $ 1 3 ,0 0 0 13 3% 3 ,0 0 0 53%
$ 1 0 0 ,0 0 0 . $ 1 4 ,0 0 0 14 4% 4 ,0 0 0 54%
$ 1 0 0 ,0 0 0 . $ 1 5 ,0 0 0 15 5% 5 ,0 0 0 55%
$ 1 0 0 ,0 0 0 . $ 2 0 ,0 0 0 20 10% 1 0 ,0 0 0 60%
$ 1 0 0 ,0 0 0 . $ 3 0 ,0 0 0 30 20% 2 0 ,0 0 0 70%
$ 1 0 0 ,0 0 0 . $ 4 0 ,0 0 0 40 30% 3 0 ,0 0 0 80%
$ 1 0 0 , o o r . $ 5 0 ,0 0 0 50 40% 4 0 ,0 0 0 90%
$ 1 0 0 ,0 0 0 . $ 6 0 ,0 0 0 60 50% 5 0 ,0 0 0 100%

I n t e r p r e t a t i o n :  If  a  p r o v i d e r  e a r n s  $ 1 0 0 , 0 0 0  a n d  p a y s  a n  a n n u a l  p r e m i u m  o f  

$ 5 0 , 0 0 0  (or 50%) t h e n  t h e  m e d i c a l  m a l p r a c t i c e  m a t c h i n g  f u n d  w i l l  p a y  90 p e r c e n t  

o f  $ 4 0 , 0 0 0 .

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

" j u m p s "

f. E X C E P T I O N S :  E x c e p t i o n s  t o  t he s l i d i n g  s c a l e  s h o u l d  i n c l u d e  a

p r o v i s i o n  t h at:

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

" s u r c h a r g e " .

th e  f u n d  w i l l  p a y  1 0 0 %  of  t h a t  p o r t i o n  o f  a  p r e m i u m  t h a t  is f o r  

O B G Y N  c o v e r a g e  f o r  p r o v i d e r s  o p e r a t i n g  in r u r a l  a r e a s  t h a t  d e l i v e r  

f e w e r  t h a n  10  b a b i e s  a  y e a r  o r  p r o v i d e  p r e n a t a l  c a r e  f o r  f e w e r
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t h a n  2 0  p a t i e n t s  a y e a r .

- t h e  m a t c h i n g  f u n d  is o n l y  a v a i l a b l e  t o  p r o v i d e r s  i n s u r e d  b y  M I C A

g. P r o v i d e r s  m u s t  s u b m i t  a c o p y  o f  t h e i r  f e d e r a l  i n c o m e  t a x  f i l i n g  t o  M I C A  

so  t h a t  t h e i r  a n n u a l  g r o s s  p e r s o n a l  i n c o m e  m a y  b e  e s t a b l i s h e d .  M I C A  

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

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

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

g e n e r a l  f u n d .

T h e  C o m m i t t e e  w o u l d  l i k e  a d r a f t  d o c u m e n t  to w o r k  f r o m  a s  s o o n  as  p o s s i b l e  w i t h  

t h e  i n t e n t  to i n t r o d u c e  t h e  b i l l  p r i o r  t o  a d j o u r n m e n t  a n d  to  t a k e  it u p  in 

i n t e r i m  h e a r i n g s  s o  it  c a n  b e  f i n a l i z e d  a n d  r e a d y  to m o v e  a t  t h e  b e g i n n i n g  o f  

n e x t  s e s s i o n .

P l e a s e  c a l l  m e  a t  4 9 5 4  if  y o u  h a v e  a n y  q u e s t i o n s  o r  n e e d  a d d i t i o n a l  

i n f o r m a t i o n .

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

c in y trtin ^  yo u  tim.n/C i.3 uppircp4rj.uuG«
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HCLSE BILL 2467

AM ACT

M AK IN G AM A P PR O PR I AT IO N  TO THE DE P AR T ME NT  OF H E A L T H  SERVICES F OR THE 

PURPOSE OF PAYI NG  ADDITIONAL MEDICAL M AL P R A C T I C E  PREMIUM C O S T S  FOR 

P ER F O R M I N G  T HE  DELIVERY OF INFANTS AT CER TA IN  RU RA L HOSPITALS; P R E S C R I B I N G  

I DE N TI FIC AT IO N OF QU ALIFYING HOSPI TA LS  AND PHYSICIANS; P R E S C R I B I N G  

EV AL UA TI ON  OF REQUESTS FOR ASSISTANCE; P R E S C R I B I N G  LIMITATIONS, • ANO 

P R E S C R I B I N G  STUDIES ANO REPORTS.

Be 1t e n ac te d by the Legislature of the State of Arizona:

Section 1. Appropriation; purpose: exem pt io n

A. The sun of one h u nGr ed  n i ne ty -f iv e thousand doll ars  is 

ap pr op ri a te d  frcm the state general fund to the department of health 

services for the purposes described in s ub section B of this section.

3. The de pa rtm en t snail identify areas in the state that  are 

u nd e rs er v ed  wi th  regard to obstetrical services. For purposes o f  this 

section, an area shall be co ns id er ed  u n d e r s e r v e d  with r eg a rd  to 

o bs te tr ic al s er vices if the area satisfies any of the following:

1. F i f t y  per cent or mor e  of resident live-b ir ths  occur o u t s i d e  the 

city or town of residence.

2. C it i es  or towns wh ere  obst et ri c s er vi c es  are th re at en ed  with 

d is c on ti nu an ce.

2. C it ie s or towns having a population of less than ten t h o us an d 

w ne r e prenatal services are not provided by a physician.

4. C iti es  or towns having a pecu la ti on  of less than ten t ho us an d 

w h e r e  o b s t et ri c baefcuo services for a ph ysician are not available.

5. C i ti es  or towns where the average n u mc e r of prenatal visits are 

less than the state average.

C. The department* snail identify those p hys icians wno p r ac t ic e in

areas d e fin ed  in subsection 3 of this section w no m e e t  the following:

1. Shall have current o bstetrical ce li v er y pr iv ileges at o n e  cr 

m or e  rural, non-feceral hospitals.
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1 2. -Shall he a registered pro vi de r with the Arizona health c a r e  cos t

2 co nt ai nm en t syste m who has e s t a b l i s h e d  a contract for o o s t e t n c a l  s e r v i c e s

3 wit h at least one or more of the system's prepaid contractors.

4 3. T he pnysician shall he licensed by the appropriate l i c e n s u r e

5 board.

6 0. F a m i l y  physicians w h o  p er form  less than fifty deliveries per

7 y ea r  and w h o  are required to pay an additional premium to p e r f o r m

8 obstetrical se rv ic es  snail be el ig ib le  to receive an amount not to e x c e e d

9 five t ho us a nd  dollars. F a m i l y  physicians wno perform more than fif ty

10 de li veries p e r  year and who are re qu ir ed  to pay an additional p r e m i u m  to

11 pe rfo rm  oo s te tr i ca l  services shall be eligible to receive an amount not to

12 exceed ten t ho us an d  collars. Ob st et r ic ia n s who are required to p a y  an

13 additional p r e m i u m  to provide o bs te tr ic al  services shall be e li gi b le  to

14 receive an a mo un t not to ex ceed ten thousand dollars. Payment of o n e - h a l f

15 of the financial assistance i de n ti fi e d in this section snail be c o n t i n g e n t

16 upon rec ei pt  of the report required pursuant to subsection F o f  this

17 section. The second payment snail be paid upon receipt of the s e c o n d

13 report r eq u i r e d  pursuant to su bs ec t io n  F of this section.

19 £. P h y s i c i a n s  seeking financial assistance snail respond to tne

20 depa rt men t' s noti ce  within t h i r t y  days of receipt of such notice . in a

21 format p r e s c r i b e d  by tne de partment. The department snail e va lu at e tne

22 pnysic ia n' s r e q u e s t  for financial assistance and shall class if y the

23 requests a c c o rc i ng  to the city or town's need for oostetrical services and

24 ability to m e e t  all or at least one of the criteria s pe ci fi ed  -1n

25 subsection 3 of this section. The hig he st  classification snail be

25 assigned to those cities or towns wh ic h meet  all of the criteria s p e c i f i e d

27 in su bs ection 3 of this section. The lowest classification sn ai l be

29 assigned to those cities or towns wn i cn  mee t at least one of the c r i t e r i a

29 speci fi ed  in su bs ection 3 of this section. The department shall e s t a b l i s h

30 co ntracts w i t h  those physicians wnose requests are assigned the h i g h e s t

31 c la ss if ic at io n.  If funds remain a v a i l a b l e t tne department shall p r o c e e d

32 in d e s c e nd in g  or de r to es ta b li sh  contracts with those physicians w h o s e

33 re quests have been assigned a lower c l as s ifi ca tio n until funding is

34 depleted.

35 F. T h e  financial as si stance awarded pursuant to subsection £ of

35 this section shall be used for each p hysician wnc meets the q u a li f ic a ti on s

37 of s ub section C of this section, is ur.cer contract with the department to

33 remain in p r a c t i c e  in the rural area for the contract year a nd w no

33 provides a r e p o r t  upon completion of one-half of the contract term and

-0 uccn c o n c l u s i o n  of the co nt rac t to the department wnicn ice.ntifies the

41 n umber of w o m e n  to w nc m the p hy s i c i a n  nas proviceo medical services d u r i n g

42 delivery, the aces of the women, the num.cer of prenatal visits each w o m a n

43 received, the number of w o m e n  w no  are at or be lew feceral p o v e r t y

44 standard, the n um be r of A r iz on a health care cost containment s y s t e m

45 enroll ed w o m e n  served and the insurance status of the women. C o n t r a c t s

46 pu rs ua nt  to this section are e xe m pt  frcm the recuireme.nts of title 41,

47 cha pt er  23, A r i z o n a  Revised Statutes.

■c -
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1 G. Th e un iv er sit y of A r i z o n a  college of m ed icine snail e x am i ne  tne

2 adequacy of oostet ri cal  se rv ic es  in rural u n d e r s er v ed  areas. The

3 u ni versity of A r izo na college of medicine snail develop a plan w h ' c h  m a y

4 include m e  use of educational subsidies d es ig ne d to o ve rc om e any

5 identified inadequacies in the delivery of oostetrical care or other

6 p r im a ry  h e a l t h  c are services in rural Arizona. The plan shall include

7 r ec om me nd a ti on s  regarding e du ca ti on al  subsidies, identification of funding

8 needs, id en ti f ic at i on  of al ternative funding sources and n e c e s s a r y

9 legislative action to implement the re commendations. The u ni v er si t y of

10  Arizona college of m edicine snail submit their repor t to the governor,

11 president of the senate and speaker of tne house of r ep re se nt at iv e s by
1 2  F eb ruary 1, 1990.

13 H. T he  d e p a r tm e nt  shall suDmit a wri tt en  r ep or t to the governor,

14 the p re si de nt  of tne s enate and the speaker of the h o u s e  of

15 re pr e se n ta ti v es  cn or before F e b r u a r y  1, 1990 on tne number of p n ys ici an s

15 wno have a p pl ie d and tne n u m D e r  of p ny s ic i an s  who re ceived financial

17 as si stance p r o v i d e d  pursuant to subsection E of this section. One year

18 from tne e f f e c t i v e  d ate of this section, the d ep ar t me n t snail ev aluate the

19 e f f ec ti v en e ss  of tne financial assistance p r o v i d e d  pursuant to t m s

2 0  section and snail on or before J a n u a r y  1, 1991, submit a written r e o b r t  of

21  its findings to tne governor, the president of the senate and the spe ak er

2 2  of the nouse of representatives. The report shall include recommen da ti on s

2 3  r eg ard in g c o n t i n u a t i o n  of tne financial assistance, the n u m D e r  of

2 4  pn ysi ci an s who received financial assistance wno plan to c on t i n u e

2 5  p r o v id i ng  prenat al  and delivery services in rural Arizona and l egislative

25  action n e c e s s a r y  to improve tne control, d i s t r i b ut i on  and cost

27  e f f ec ti v en e ss  of the financial assistance.

29 I. The appropr ia ti on  m a c e  in this section is exempt from section

29 35-190, Ari zo na  R e v i s e d  Statutes, relating to lapsing of app ropriations.

' p p r o v e d  b y  the G o v e r n o r  J u n e  23, 1939.

in the Office of S e c r e t a r y  o f  State J u n e  23, 1939
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J u n e  21,  1989

D a v e  D o n le y  R e p r e s e n ta t i v e  
A la s k a  S ta te  H o u se  
3111 "C" Stree t  Suite  450  
A n c h o ra g e ,  A la sk a  99503

D ear  Dave,

T h a n k - y o u  fo r  s p e n d in g  the t im e  o.< the  p h o n e  d i s c u s s i n g  i s su e s  
e f fec t in g  m ed ica l  m a lp ra c d c e .  As you  know  I was  anx io u s  to d iscuss  
b il ls  p ro p o sed  by you  because  of  a specia l  m ee t in g  o f  o u r  Board  of  
G o v e r n o r s  on Ju n e  21 , 1989, to d iscuss  this p ro p o sed  leg is la t ion .  I 
w a n te d  to c l a r i fy  in ten t  to p ro p e r ly  p re sen t  th e m  for  d i s c u s s io n  to 
the  Board .

Y o u ,  y o u r  a ide ,  G in g e r  Bain,  and I had d i s c u s s e d  the s l id in g  sca le  
m a tc h in g  fund or p r e m iu m  subs idy  dur ing  the leg is la t ive  sess ion .  It 
is m y  u n d e r s t a n d in g  a f t e r  o u r  recen t  d i s c u s s io n  tha t  H B 3 5 0  sh o u ld  
re f lec t  w h a t  we  d i scu ssed .  I ques t ioned  if  the a lg eb ra ic  fo rm u la  in 
the  bill a c c o m p l i s h e d  y o u r  purpose .  Y ou  s u g g es ted  we w o rk  on the 
d e ta i l s  later.  ‘t o u r  in te n t  as I u n d e rs to o d  it is to f ind  a w ay  to 
s u b s i d i z e  r u r a l  p h y s i c i a n s  e s p e c i a l l y  t h o s e  d e l i v e r i n g  b a b i e s  to 
m a in ta in  the  av a i l ab i l i ty  o f  hea l thca re  t h ro u g h o u t  the s ta te.

C o m p a n io n  bil ls  to this m a tch in g  fund, I1B349 and H B 3 5 5 ,  were  a lso  
d i s c u s s e d .  Y o u  s u g g es te d  tha t  M IC A  co u ld  be m ade  e x e m p t  f ro m  
p r e m iu m  taxes  w hen  rev iew in g  M IC A 's  tax status.  W e a l so  d iscussed  
f o r g i v i n g  o u r  lo a n s  o r  tu r n i n g  th e m  in to  g r a n t s  It w a s  m y  
u n d e r s t a n d i n g  tha t  w e  s h o u ld  w o r k  o v e r  the  s u m m e r  w i th  the  
leg is la t ive  d ra f te r  a m e n d in g  these  bil ls .  If  you  have h im  con tac t  me 
I will happy  to w ^rk  with  him.



Medical Indemnity Corporation of Alaska

W e  a l so  d i s c u s s e d  the c o n ce p t  o f  an a d m in i s t r a t i v e  s y s te m .  M IC A  
has  been inves t iga t ing  this concep t  for so m e t im e  and  I w ou ld  like to 
d i scu ss  this w i th  you at som e  future  date  w h en  w e  have  m ore  t ime.

I k n o w  you will  h ave  a busy  sum m er .  T h a n k s  fo r  tak ing  the t ime 
again  to disc,  ss this with me. I hope we can get together in the fall.

R e g a r d s .

E x e c u t iv e  D i r e c to r



f

*

A / f T P  \  Medical Indemnity 
-1-^JL JLV-^xX. Corporation of Alaska
.MELT PLAZA
4000 OLD SEWARD HWY, Sl'ITE 203 
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February 23, 1990

Representative David Donley, Chairman 
House Labor and Commerce Committee 
State of Alaska 
P.O. Box V
Juneau, Alaska 99811 

Dear Chairman Donley:

I was requested in a legislative hearing on Tuesday, February 20. to supply the 
committee with numbers of deliveries made per physician from information 
gathered on a questionnaire distributed by AS’ tA to private practice 
physicians in the state.

The information follows:

Family or G enera l P rac ti t io n e rs  doing O bstetr ics

Fewer than
10 1 0-20 2 1 -4 0 4 J -1 0 1 0 1 -2 0 0 over 200

Anchorage * 1 6
Fa’rbanks 4 1
Kcnai Peninsula T •

•4 3 1
South East I 3 6 3 1
North 1 **

* - Anchorage includes Mat-Su Valley

*• - covered by Federal Government

G e n e r a l  S u r g e o n s  ( C * S e c t i o n  o n l y )

Fewer than
10_________ 1 0 -2 0  2 1 -4 0  -1 |.  | on 1 0 1 - 2 0 0  o v e r  200



O b s t e t r i c i a n s
Fewer than 

10 10-20 21-40 41-100 101-200 over

Anchorage 1 * + * 2 1 1 3
Kenai Peninsula 1
F a irb an k s 4

*** This physician noted that he only docs 40 deliveries because CNA (his 
carrier) increases the rates with an increase in deliveries.

The following arc the statistics I testified to during the hearings.

Total: 321 Uninsured: 48 or 15%

Delivering or

187 of total doctors reside in 

Had Been Dclivcrine Babies

Anchorage 

Not Doing

Total 131 190
U n in su red 27 or 20.6% 21 or
Uninsured Located 14 - Anchorage 14 -

7 - Kenai Peninsula 4 -
2 - Fairbanks 3 -
2 - North
2 - Southeast

Stopped Coverage
before 1987 6 9

% of Gross Income willing to Pay

M inim um 5% 1%
Maximum 25% 10%
A verage 10% 5-I0<

Kenai Peninsula

No Longer Delivering
Babies 42 * or 32%

33 doctors in the insured group were no lenger delivering babies ai! due to
cost.

• 9 doctors in the uninsured group were no longer delivering babies partially 
due to cost.

I hope this information proves useful. I've attached a copy of the 
questionnaire form that was distributed to the 616 private practice physician.

S in ce re ly .

Mary .V/Picrcc 
Executive Director. MICA



A l a s k a  S t a t e  M e d i c a l  A s s o c i a t i o n

4107 La u re l S tre e t A n ch o ra g e , A la ska  99508 (9 07 )5 6 2 -26 6 2  (Fax) 561-2063

D ecem ber 29,1989

Dear Colleague:

Enclosed is a survey intended to derive some needed information from Alaska 
physicians. As most of you know, the state medical association is taking a 
leadership role in trying to help the state legislature with the complicated 
issues surrounding tort reform and/or liability insurance. Before we can confront 
the legislature, we need factual data. This survey will help us gather the data 
regarding Alaska and match it with the larger picture of the nation and other 
nations of the world.

The information will be kept confidential. It is important that you realize 
that your name or even the coding will only be known to two or three members of 
the ASM A staff. Secondly, the information you provide should be flexible. You 
may add more data than is questioned. W e want this information to be interactive 
so that you feel you have a  p a r t  in deriving this survey. M ake it as specific as 
you want to: give us your thoughts.

The code in the right hand co m er  is in three pans. The first p an :  G  =
Group, S =  Solo (single practioner). T he  second part is the speciality code as 

, desiginated by the A m encan  Medical Association. A  copy of the list with codes 
is on the back of the survey form. T he  third p a n  is location and that is: N =
Nonh, W =  West, A  =  Anchorage, F  =  Fairbanks, SE =  Southeast, and P =  Kenai 
Peninsula. Please check the code to be sure that it does apply to vou and to 
vour practice.

I wish I could offer a prize or an  incentive for completing this survey. The 
best I have to offer is our thanks and to tell you that you are  taking part in 
some of the most important issues tha t we, as organized medicine, tace today. 
Thank you for helping.

RAH/jlw
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LIABILITY INSURANCE SU RV EY

1. Do you now carry medical liability insurance?  Yes  No

If yes, how lo n g ? _________________________________________

With what carrier? _______________________________________

If no, when did you cance l?__________________________________

Do you contem plate not carrying it in the near future, i.e. within the year?  Yes  No

If you don't carry insurance: Is this a philosophical choice (i.e., you don't believe in it; if 
you don't have it you won't get sued, etc.)  Yes  No

Is this economic, or because o f o ther factors that have forced your choice?  Y e s  No

. W hat proportion, i.e. percent, o f your net income is the medical liability premium?

3. W hat is your opinion as to a "fair" Lability premium, as either an absolute dollar figure, or 
percent of gross, or percent of net?

4. Is there a level of premium that you would pay, i.e. what do you think you could afford?

5. Do you deliver babies?  Yes  No

If yes, how many per y e a r? _____________________________________

W hat premium do you pay simply for obstetrics, in excess of your liability premium without 
obstetrics?

If no, was the cost of malpractice liability a major f a c to r ?  Y e s  No

6. If there was an affordable insurance as described above, would you then change to doing obstetrics;

Please verify the code in the top right hand com er of this survey (as noted in the accomanying 
letter) and re turn  the survey in the enclosed envelope. Thank y o u /



Representative Dave Donley, Chairman 
House Labor and Commerce Committee 
House of Representatives 
P.O. Box V 
Juneau, AK 99811

Dear Representative Donley:

The House Labor and Commerce Committee had hearings on November 30, 1989 
at which time I was asked to have an "informal" chat with the committee. 
Since I wasn't prepared to testify, I gave you some estimated premium figures
and promised to follow up with exact rate information.

MICA's 1990 Premium Schedule is enclosed for your information. The
committee had asked me questions at the hearings specifically relating to the
cost of insurance to physicians delivering babies. I mentioned that the 
majority of our phsician policyholders have limits $500,000 per claim, 
$1,000,000 aggregate. Physicians delivering babies are Class 3 on the schedule.
Assuming a physician had policy limits of $500,000/1,000,000 and had been
insured with MICA for five or more years his premium for 1990 would be 
$30,162. (This is about $20,000 less than I quoted to you.)

Another question is the difference in premium between a Family Practioncr 
doing obstetrics and those who were not. Assuming the same scenerio as above 
and that the Family Practioncr not doing obstetrics was doing minor surgery 
the difference would be $14,046. In other words, the Family Practioncr who
delivers babies pay $14,046 to do so (or about 1/2 of the total premium is for
obstetrical coverage).

I hope that this letter and the attached premium schedule belter answers your
questions. If you have any further questions, please feel free to call me.

S in ce re ly ,

D ecem ber 29 , 1989

Mary A. Pierce 
Executive Director

M A P/b lb

E nc losu re



j V T T / ^  i  M e d ic a l I n d e m n i ty
1 V X X v _/jLJL C o r p o r a t io n  o f  A la s k a

R A T E  C H A N G E S ______________M J L _________________ H O S P IT A L

1981 + 2.5% - 6.0 %
1982 + 5.0% + 5.0 %
1983 - 6.5% + 20.0%
1984 + 7.5% + 7.5 %
1985 +15.0 % * + 15.0%
1986 +90.0 % ** + 107.0 %
1987 +25.0 % + 42.0%
1988 +23.0 % 0%
1989 0% ¥ 0%

* S o m e  s p e c ia l t i e s  h a d  c l a s s  c h a n g e  provid ing  la rge r  i n c r e a s e s :  
E x a m p l e s :

Family P ra c t i c e  d o in g  O.B. +486% (C h an g ed  to C la s s  2B) 
E m e rg e n c y  Medicine +,6 6 % (C h an g ed  to C l a s s  2 A) 

“ I n c r e a s e s  for  1M/2M limits  w e re  g r e a t e r  ( a p p r o x i m a t e l y  125%) 
V P o ten t ia l  i n c r e a s e '  for  MICA’s  1989 Tax liability Is 12.6% for 

p h y s ic i a n s  a n d  10.5% for hosp ita ls .



A LEU T PLAZA
4000 OLD SEWARD HWY., SU ITE 203 
ANCHORAGE, ALASKA 99503 
(907)563-3414

F ebrua ry 13, 1990

R epresentative Dave D on ley , Chairm an 
Labor and Commerce Com m ittee 
House o f  Representatives 
State o f  A laska 
PO Box V
Juneau. A laska 99811

A / f T p  \  M e d ic a l  In d e m n i ty
X V X X v >cI j L  C o rp o ra t io n  o f  A la s k a

Dear C hairm an D on ley :

I tes tified  in fron t o f  the House Labor and Commerce Com m ittee and was requested to 
subm it m y comments in  w r it in g . Please share th is w ritte n  tes tim ony w ith  the other 
co m m ittee  m em bers.

Chairm an D onley and Com m ittee members, I am M ary Pierce, Executive D irecto r o f M IC A . 

C S H B 334 - R equ iring  insurance o f outstanding judgem ent.

We wanted to make a few  b rie f in fo rm ationa l comments on th is b il l.  We, like  a ll insurance 
com panies, have u nd e rw ritin g  requirem ents to w rite  physic ians. We do gather previous 
cla im s experience and our U n de rw ritin g  Manager and the U n d e rw ritin g  Com m ittee may not 
cover an app licant based upon that experience. In o ther words, we do not o ffe r insurance 
coverage to a ll applicants. I f  this b il l  is passed we wanted the comm ittee to know  that 
physicians w ith  an outstand ing judgem ent may not be able to procure coverage and 
therefore not able to practice .

C SH B336 - M edica l M a lp ractice  A d v iso ry  Panels.

We fee l strong ly  that i f  current M edica l M a lpractice  A d v iso ry  panels arc to w ork they 
need to be com prised o f  experts, more im po rtan tly  specialis ts who can understand the 
techn ica l m edical procedures and make assessments that o ffe r the judge  and both parties 
accurate m ed ica l conc lus ions .

We fig h t now to obta in the appropriate physicians specia lis t on a panel. It does no good 
whatsoever to have a fa m ily  p ractitione r on a panel where wc have technical com plica tions 
in v o lv in g  an orthopedic procedure. W c feel that adding lay  people to this panel w ould  not 
make it  any better. In fact, the tim e the panel would need to rev iew  a case w ould  increase 
as the physicians w ould  have to educate the lay people.

W c ask you to not fu rthe r d ilu te  the c re d ib ility  o f the panel but in fact m aintain it as an 
"expe rt" adv isory pan<M m embcrcd w ith  m edical experts. W c suggest that lay people have 
a place in the system and that is on the ju ry . I f  you must put a lay person on the panel to 
make sure the doctors p lay stra ight then please make them non-vo ting  members on these 
h ig h ly  techn ica l issues.



Medical Indemnity Corporation of Alaska

CSH B337 - M andato ry insurance requirem ents fo r hospita ls.

O ur comments here are s im ila r to H B 334. We do have und e rw ritin g  requirements fo r
hospitals. Wc are concerned since we are the o n ly  company o ffe r in g  coverage in  the state
to the rura l hospitals that we may not chose to underw rite  a hospita l. We want the 
com m ittee to understand that we are u n w illin g  to com prom ise our standards because the 
strength and s ta b ility  o f  those standards a llow  us to continue in  business. We are not 
interested in becom ing a substandard m arket or acquiring  risks that may lead to our 
inso lvency. It  is our com m itm ent to be here to w rite  m alpractice fo r  the m a jo rity .

HB349 - M oney from  M edica l M a lpractice  R evo lv ing  Loan Fund.

Th is fund was established to fund the operations o f  M IC A . We have borrowed from  i t  tw ice
and have an outstanding balance o f S2,402,286 on the f ir s t  note and $800,000 on the
second note . T h is  fund has been im portan t to us both in  our o rig in a l cap ita liza tion  and 
also as surplus. T h is  surplus is c r it ic a l when being reviewed by reinsurers because it 
helps add s ta b ility  to our sm all company. Needless to say, we are concerned about any 
dep le tion  to the fund.

HB350 - M atch ing  Fund.

Wc are ce rta in ly  supportive o f  the concept o f a matching fund. We do have some questions 
regard ing  th is  in  le g is la tio n .

F irs t o f a ll,  I  believe I understand the in tent o f the form u la  but fo r the life  o f  me, I can’t 
get it to w ork. Perhaps someone can expla in i t  to  me.

We are also curious as to a d e fin itio n  o f  the term "ru ra l"  as it  applies to the b ill.

F in a lly , we have some concerns i f  we are to adm inister th is fund.

1) The firs t is a potential restra int o f  trade problem that m igh t occur by a
physician w ith  another carrie r being denied access to the fund. It is at the very
least a potentia l c o n flic t o f  interest.

2) Secondly, i f  wc do adm in ister it we are concerned w ith  the increase in 
adm in is tra tive  costs to us. O ur question is therefore one o f  developing a budget 
and rece iv ing  compensation to adm in is ter the fund.

A ga in, we don't disagree in concept to the idea o f a m atching fund but do have questions 
regard ing  the mechanics.

Thank you fo r your time. I w ill  be happy to answer any questions.

S in c e re ly ,

N
Execut ive Director
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LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M  F e b r u a r y  2 0 ,  1990

SUBJECT: A l a s k a  m e d i c a l  m a l p r a c t i c e  m a t c h i n g  f u n d
HB 350

TO: R e p r e s e n t a t i v e  D ave  D o n le y
„  /

FROM: M i c h a e l  F .  F o r d  /J ^  * T~
L e g i s l a t i v e  C o u n s e l

You h a v e  a s k e d  i f  c r e a t i n g  t h e  A l a s k a  m e d i c a l  m a l p r a c t i c e  
m a t c h i n g  f u n d  r a i s e s  .a n y  c o n s t i t u t i o n a l  p r o b l e m s .  U n d e r  
A r t i c l e  V I I ,  s e c t i o n  4 ,  o f  t h e  A l a s k a  C o n s t i t u t i o n ,  t h e  l e g ­
i s l a t u r e  h a s  a  b r o a d  m a n d a t e  t o  p r o t e c t  t h e  p u b l i c  h e a l t h .
I  do n o t  s e e  t h a t  p r o v i d i n g  s u b s i d i z e d  m a l p r a c t i c e  i n s u r a n c e  
i n  o r d e r  t o  e n s u r e  t h a t  m e d i c a l  s e r v i c e s  a r e  a v a i l a b l e ,  v i o ­
l a t e s  t h e  s t a t e  c o n s t i t u t i o n .

P l e a s e  c o n t a c t  me i f  y o u  h a v e  f u r t h e r  q u e s t i o n s .

MFF: p i  
WKP2/065



A LEU T PLAZA
4000 OLD SEWARD I DVT., SUITE 203 
ANCHORAGE, ALASKA 99503 
(907)563-3414

T X /T 'T iT " '' \  M e d ic a l In d e m n ity
l ^ X X v ^ i j L  C o rp o ra t io n  o f  A la s k a

April 2, 1990

Representat ive Peter  Goll ,  Co-Chairman
House Judiciary Commit tee
House of  Representat ives
P..O. Box V
Juneau, AK 99S11

Dear  Representative Goll:

The re  were several  ques t ions  from m em bers  o f  the Judic ia ry  Com m it tee
regarding my testimony on March 29th. I felt that it might be helpful if, as a
m e m b e r  o f  this c om m it t ee ,  you rece ived in fo rmat ion  answering  all the
q u e s t i o n s .

First of  all, I appreciate your  interest in both MICA and your  concern for the 
hea l thcare  delivery system in the state. I have included informat ion that 
might  prove useful  in understanding specific ques t ions  on how MICA does
b u s i n e s s  and a l so ,  ge n e ra l  i n f o r m a t io n  on p h y s i c i a n  d e m o g r a p h i c s ,  
specif ically  on those de l iver ing babies.

In f o r m a t io n a l  I tem s

1.) A letter to the House Labor and Commerce Committee. This provides 
information on where phys icians  pract ice ,  how many del iver ies  they 
do, and if they arc insured. Included is a copy of  the questionnaire that 
was dist r ibuted to the 614 pr ivate pract ice physicians in the state that 
wc used to develop these statistics.

2. )  Another  let ter to Representat ive Donley,  a 1990 MICA premium 
schedule is enclosed.

3 .)  A schedule o f  rate changes since 1981.

4.)  Response to ques t ions  about  obstetrical  c la ims  to Department  of  
Health and Social Services.  This should answer all quest ions regarding 
loss experience .

Please let me know if I can provide you with other information that would 
prove useful .

Mary A^ ’iercc 
Execut ive  Director



.ALEUT PLAZA
4000 OLD SEWARD HWY.. SUITE 203 
ANCHORAGE, ALASKA 99503 
(907)563-3414

I X /F T f * " ''1 A  M ed ica l In d e m n ity
C o rp o ra tio n  o f  A la s k a

February 23, 1990

Representat ive  David Donley,  Chairman 
House Labor  and Commerce Commit tee  
State of  Alaska 
P.O. Box V
Juneau, Alaska 99811 

Dear Chai rman Donley:

I was requested in a legislative hearing on Tuesday.  February 20, to supply the
commit tee  with numbers  of  deliveries made per  physician from information
gathered on a questionnaire dist ributed by ASM A to pr ivate  practice
physicians in the state.

The information follows:

F a m i l y  o r  G e n e r a l  P r a c t i t i o n e r s  d o in g  O b s t e t r i c s

Fewer than
in 10-20 21--0 4 1 . inn ini-2 nn

A nchorage  * 1 6
F a i r b a n k s 4 i
Kena i  Pen in su la -> -i 1
South East 1 J 6 3 l
N o r t h i -  -

‘ - Anchorage includes Mat-Su Valley 

" "  - covered by Federal Government

G e n e r a l  S u r g e o n s  ( C - S e c t i o n  on ly )

F ewer  than
in_________ in.2n ?i.-tn -ii-mo 1 0 1 - 2 0 0  over  2no



O b s t e t r i c i a n s
F e w e r  than 

10 10-20 21-40 41-100 101-200 ove r  200

A ncho rage J * * * 2 11 3
Kena i  P e n in su l a 1
F a i r b a n k s 4

* * *  This  physician noted that he only docs 40 deliveries because CN A (his 
carr ier)  increases the rates with an increase in del iveries .

The following are the statistics I ’estifled to during the hearings.

Total: 321 Uninsured: 48 or  15%
187 o f  total doctors reside in Anchorage

Dsliycring_Qr Had Been Delivering. Babies Not Doing Del iver ies

Tota l 131
U n i n s u r e d 27 or  20.6%
Uninsu red  Loca ted 14 - Anchorage

S topped Coverage  
before  1987

7 - Kenai Peninsu la  
2 - Fa irbanks  
2 - North 
2 - Southeast

6

% of  Gross Income willing to Pay

M i n i m u m 5%
M a x i m u m 25%
A v e r a g e 10%

No L onge r  Del iver ing
B a b i e s 42 * or 32%

190
21 or  11%
14 - A nc ho ra ge  
4 • Kenai Peninsu la  
3 - Southeast

0

5-10%

* - 33 doctors  in the insured group were no longer  delivering babies a j l  due to 
cos t .

- 9 doctors in the uninsured group were no longer  delivering babies partially 
due to cost.

I hope this information proves useful.  I’ve attached a copy o f  the 
quest ionnaire  form that was dist ributed to the 616 pr ivate practice physician.

S i n c e r e l y ,

Mary A / 'P i e r c e  
Execut ive Director,  MICA



A l a s k a  S t a t e  M e d i c a l  A s s o c i a t i o n

4 1 0 7  L a u re l S t re e t  A n cn o ra g e , A la sk a  99508 (9 0 7 )5 6 2 -2 6 3 2  (Fax) 561-2063

D ecem ber 29,1989

D ear Colleague:

Enclosed is a survey intended to derive some needed  information from Alaska 
physicians. As most of you know, the s tate  medical association is taking a 
leadership role in trying to help the state  legislature with the complicated 
issues surrounding tort reform and/or liability insurance. Before we can confront 
the legislature, we need factual data. This survey will help us ga ther the data 
regarding Alaska and match it with the larger picture o f  the nation and other 
nations of the worid.

T he information will be kept confidential. It is im portant tha t you realize 
that your nam e or even the coding will oniv be known to two or three  members of 
the A SM A  staff. Secondly, the information you provide should be flexible. You 
may add m ore  data than is questioned. We want this information to be interactive 
so "ou  feel you have a  part in deriving this survey. M ake it as specific as 
you want to: give us your thoughts.

T he code in the right hand c o m er  is in three p an s .  The first p an :  G  =
Group, S =  Solo (single practioner). T he  second part  is the spec:aiity code as 
desigihated by the .American Medical Association. A  copy of the list with codes 
is on the back of the survey form. T h e  tliird p a n  is location and that is: N =
N onh. W =  West, A  = Anchorage, F  =  Fairbanks. SE =  Southeast, and P =  Kenai 
Peninsula. Please check the code to be sure that u  does aoplv to vou and to 
vour practice.

I wish I could offer a prize or an incentive for completing this survey. The 
best I have to offer is our thanks and  to tell you that you are faking p a n  in 
some of the most im ponan t issues tha t we, as organized medicine, tace today. 
Thank you for helping.

RAH/jlw



L I A B I L I T Y  I N S U R A N C E  S U R V E Y

1. D o you now c a n y  medical liability insurance?  Yes  No

If yes, how long? _________________________________________

With what carrier? ________________________________________

Tf no, when did you cance l?__________________________________

Do you contem plate  no t carrying it in the near future, i.e. within the year? Y e s  No

If you don't carry insurance: Is this a philosophical choice (i.e., you don't believe in it; if 
you don't have it you won't get sued, e t c . )  Y e s  No

Is this economic, o r  because of orh^r factors that have forced your choice?  Y e s  No

2. W hat proportion, i.e. percent, of your net income is the medical liability premium?

3. W hat is your opinion as to a  "fair" liability premium, as either an  absolute dollar figure, or 
percent of gross, o r percent of net?

4. Is there a level of prem ium  that you would pay, i.e. what do you think you could afford?

5. Do you deliver babies?  Yes  No

If yes, how many pe r  y e a r ? _____________________________________

What prem ium  do you pay simply for obstetrics, in excess of your liability premium without 
obstetrics?

If no, was the cost of malpractice liability a major factor?  Y e s  No

6. If there was an  affordable insurance as described above, would you then change to doing obstetrics?

Please verify the  code in the top right hand corner of this survey (as noted in the accomanying 
letter'! and return the survev in the enclosed enveloce. T hank  vou.*• * 4 «



D ecem b er 29 , 1989

Representat ive  Dave Donley,  Chai rman 
House Labor  and Commerce Commit tee 
House  o f  Representat ives  
P.O. Box V 
Juneau. AK 99811

Dear  Represen ta t ive  Donley:

The House Labor  and Commerce Commit tee had hear ings on November 30. 1989 
at which time I was asked to have an " in formal"  chat  with the commit tee .  
Since I wasn' t  prepared to testify, I gave you some est imated premium figures
and promised to follow up with exact rate information.

MICA's  1990 Premium  Schedule  is enc lo sed  for  y o u r  in formation .  The
commit tee  had asked me quest ions at the hear ings specif ical ly  relating to the 
cost o f  in su rance  to phys ic ians  de l ive r ing  babies .  I m en t io ned  that  the 
majo r i ty  o f  o u r  phs ic ian  po l ic yho lde r s  have  l im it s  5500 ,000  per  c la im,
51.000.000 aggregate.  Physicians delivering babies  are Class 3 on the schedule.  
Assuming a physician had pol icy limits o f  S500,000 /1 ,000 .000  and had been 
insured with MICA for five or  more years  his p rem ium  for 1990 would be
S30.162. (This is about 520.000 less than I quoted to you.)

Another  quest ion is the di fference in premium be tw een  a Family Pract ioner  
doing obstetrics and those who were not. Assuming  the same sccnerio as above 
and that the Family Pract ioncr  not doing obste tr i cs  was doing minor  surgery 
the difference would be 51*1.046. In other  words,  the Family Pract ioner  who 
delivers babies pay S14.046 to do so (or about  1/2 o f  the total premium is for
obs te t r i ca l  c o v e ra g e ) .

I hope that this letter and the attached premium schedule  better  answers  your  
questions. If you have an\ further questions,  please feel free to call me.

S i n c e r e l y .

Mary A. Pierce 
Execut ive Direc to r

M A P / b l b

E n c l o s u r e


