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HOUSE LABOR AND COMMERCE COMM ITTEE

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

November 23, 1989

MEMORANDUWM
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

dd/gb i89
b/hb349
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in your committee file.
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THE LEGISLATURE
BUDGET AND AUDIT COMMITTEE

MEMORANDUM

DATE: June 13, 1989

TO: Chairmen of the Standing
Committees

FROM: Randy S. Welker
Legislative Auditor
Division of Legislative jyldit

SUBJECT: Release of Audits

Or. June 9, 1989, the Legislative Budget and Audit Commitcee
approved for release to the public the enclosed audit re—
port (s) which may be of interest to your Committee.

IT you have any questions on the report(s), please contact
our office (465-3730).

Enclosure(s)



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, 1S88 and 1987

Audit Control Number

oy.
08-1361-89-R n
T
" h\
Commissioner, Department of
Commerce and Economic Development Larry Merculieff

Deputy Commissioner, Department of
Commerce and Economic Development Jeffrey W. Bush
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PURPOSE OF THE REPORT

In accordance with the provisions of Title 24 of the Alaska
Statutes, we conducted an audit of the Department of
Commerce and Economic Development, Division of Insurance,
Medical Malpractice Revolving Loan Fund, to determine:

1. IT the financial statements present fairly the finan—
cial position, results of operation, and changes 1in
financial position for the fiscal years ended June 30.

1988 and 1987.

with applicable state

2. The division®s compliance
fiscal

statutes and regulations governing the fund"s
activities.

-1- oivhion OrkionunViauoit



ORGANIZATION AND FUNCTION

The Medical Malpractice Revolving Loan Fund (MMRLF),
operating under the authority of AS 21.88.210-.900 since
1978, provides capital surplus for the Medical Indemnity
Corporation of Alaska (MICA) to ensure the availability of a
medical malpractice 1insurance program to health providers in
Alaska. MMRLF has been capitalized since inception by
direct appropriations from the General Fund currently
totalling $3,000,000.

MMRLF is administered by the Department of Commerce and
Economic Development. Loans to provide surplus in respect
to policyholders may not exceed a total of $3,000,000
oustanding at any time, and 1interest shall be paid on the
outstanding balance at a rate equal to 7Z a year. These
loans shall be repaid in annual installments of at least 25Z
of the excess of premiums earned over the total of clainms,
reserves, expenses, and assessments made by the association,
if any. IT MICA 1is unable to procure reinsurance from a
private casualty insurer, additional loans of up to
$3,000,000 may be obtained. These additional loans must be
repaid within five years at an annual interest rate of 6Z.

MMRLF has made one loan to MICA for $3,000,000 which has
been sold to the Department of Revenue. As of June 30,
1988, principal repayments of $597,714 have been made by the
corporation reducing the principal outstanding on the first
loan to $2,402,286.

In addition, MICA was wunable to procure reinsurance during
FY 87. Therefore MMRLF made an additional loan of
$2,0r0,000. 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.



FINDING AND RECOMMENDATION

Recommendation No. 1

The Department of Commerce and Economic Development: should
account for all related Medical Malpractice Revolving Loa~n
Fund activity. "

The Department of Commerce and Economic Development 1is
accounting for interest revenue received on MMRLF®"s Division
of Insurance-owned loan 1in 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.

-5- OlVItIuUN OF LKOIfLATIVC AUOIT



AUDIT DIVISION
vz/ PO. BOX W

JUNEAU. ALASKA 99811-3300
THE LEGISLATURE
BUDGET AND AUDIT COMMITIEE

February 15, 1989

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 1in 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 1its operations
and 1i1ts 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



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

1988 1987
Assets
Cash $1,400,000 $1,000,000
Loans Receivable 1,600,000 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.
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STATE OF ALASKA
DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT
DIVISION OF INSURANCE
MEDICAL MALPRACTICE REVOLVING LOAN FUND
COMPARATIVE STATEMENT_OQF CHANGES _IN FINANCIAL POSITION
1 CASH BASEST

For the Fiscal Years Ended June 30, 1988 and 1987

1988 1987

Resources Provided

Net Income $ 107,574 $ 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 60,16*

Increase in Loans Receivable -0- 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.
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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

1988 1987
Assets
Cash $1,400,000 $1,000,000
Loans Receivable 1,600,000 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
DIVISION OF INSURANCE

DEVELOPMENT

MEDICAL MALPRACTICE REVOLVING LOAN FUND
COMPARATIVE STATEMENT OF REVENUES, EXPENSES, AND

CHANGES IN FUND EQUITY
For che Fiscal Years Ended June 30,

1988

Revenues
Interest on Loans (Note 3) $ 107,

Expenses
Net Income 107,
Transfers To Other Funds (107,
Fund Equity at Beginning of Year 3,000,
Fund Equity at End of Year $3,000,

The Notes co che Financial Statements are
of this Statement.

1988 and 1987

1987
574 ¢ 60,164
-0- -0-
574 60,164
574) (60,164)

000 3,000,000

000  $3.000.000

an integral part
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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 |----- --- --- —
For the Fiscal Years Ended June 30, 1988 and 1987

1988 1987

Resources Provided

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
Cash at July 1 1,000,000 -0-
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 1is currently one loan of $3,000,000 outstanding which
has been purchased by the Department of Reverue. The loan
has an 1indefinite repayment period at an interest rate of
7Z. The Medical Indemnity Corporation of Alaska (MICA) must
pay a Jlate 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. 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 $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 21.8b.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 1is
the Division of |Insurance®s position that the original
intent of MMRLF was not to r tain interest receipts, but
rather chat they be forwarded to the General Fund for
reappropriacion by che Legislature.

-12- oiviiion or LiaillATivt »uotr



STEVE COWPER, GOVERNOR
\z/

BOX D
EAU, ALASKA 998110800

DEPARTMENT OF COMMERCE A P.0.
JUN
PHONE:"1907) 465-2500

ECONOMIC DEVELOPMENT
OFFICE OF THE COMMISSIONER

April 25, 1989
' -1 1989

TP
Mr. Randy S. Welker
Legislative Auditor
Division of Legislative Audit
P.O. Box W
Juneau, AK 998r-3300

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 iInterest 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 laska S tate Legislature

P.O. Box Y

«Juncmi. AK 9H811-31Q0

. . Phonr. (HO7> IH.V3991
Legislativ rdh Agency Fxx; (9071 'B3.33.il

H5 377

November 15, 1989

MEMORANDUM

TO: Representative Dave Donley
ATTN: Ginger Balm

FROM: Patricia Yo~ngW

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 Tfrom classifying

ph, .ans into more than four groups for the purposes of determining medical
n<i notice liability premiums. You also wished to know the number of
cl j 1hcations 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 1if any states besides Arizona have adopted OrI are
ng legislation which would create a matching fund to pay a portic .of
of medical malpractice liability insurance premiums for physicians,

Jj- 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 Dlimiting of classifications of physicians has bean suggested Tt
National Insurance Consumer Organization (NICO) as a way of spreading the

of malpractice insurance across a broader base of payees. This 1is 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.
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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) iInsures 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 1is 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.l 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 1iIn 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 1is necessary for

Although 905 physicians hold active licenses in the state, fewer may be
practicing.
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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, 1insurance 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 YoungW

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, 1i1.e., whether assistance
1s limited to certain physic-an specialties, and whether assistance 1iIs 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 1iInsurance across a broader base of payees. This 1is 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 Litbility Honitor, which tracks state legislation in this
area, are aware of any states which have enacted or are considering such
legislation.
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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 1In 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; Tamily 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 5240,000 to provide assistance to
obstetricians and Tfamily practice physicians who provide prenatal and
obstetrical services in areas of the state that are underserved ln 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 Indigent--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
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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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 fTactors determine cost. Averaging the cost of liability insurance per

classification is possible; however, according to Art Stanford, MI1CA
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 1is 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 HIEC"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.1l 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 1in 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 1indigent care 1is necessary for

"Although 905 physicians hold active licenses in the state, fewer may be
practicing.






. HQXJSE COMMITTEE REPORT

M
Date Referred: Hay 6, 1989 FURTHER REFERRALS: JUDICIARY
& N\ . FINANCE
Date of CommittebreEv;tion: A (N x~D
* Ky X
The LABOR & ffijjgffifipp Committee considered: fIBs33ft
HOUSE"BILE?NCT.A"ASSI [FUNDS FOR PHYSICIAN INSURANCE PREMIUMS]

"An Act creating the Alaska medical malpractice matching fund; and
providing for an effective date."”

RECOMNMEWODAT.LONS: f - [ 1 the aame.title
be replaced with = CS W 2>SO ("b-vQ [t/] a new title

have attached amendment(s)
)/ do pass
do net pass
no recommendation

individual recommendations

additional referral to the y A[d Committee
ADOPTS: JLetter of intent
ATTACHES NEW FISCAL NOTE(s): APPROVES PREVIOUS:
(Dept) (Date/Dept)
[ ] fiscal impact [ ] fiscal note(s)
[~1 zero fiscal note [ ] zero fiscal note(s)
L 1 zero with analysis_ [ 1 zero fn/analysis

SIGNING DO PASS:

7TU & U KJ/IO’\&2>LS<PZ V

I /) J

I»4» ‘ W> 1
[

LM H

hairman®s Signature



STATE OF ALASKA BILL VERSION :cs 350 (LS.0)

1990 LEGISLATIVE SESSION PUBLISHDATE:

REQUESTZ FISCAL NOTE

RGViSiOﬂ Date: Agency Affected: commerce & Economic Dev.
T|de-: Maska Medical Maloract.iCP bbii- Insurance

Matching Fund
Sponsor:  honlev

Requestor; H. Labor & Commerce Components

EXPENDITURES/REVENUES:  (Thousands of Dollars)

OPERATING FY a1 FY 92 FY 93 FY %A FY 9% FY %
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND A STRUCTURES
GRANTS. CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0 0 0 0 0 0
CAPITAL | O 0 0 0 Qo g
REVENUE 0 0 0 0 0 0

FUNDING: (Thousands of Dollars)

GENERAL FUND

FEDERAL FUNDS

OTHER

TOTAL 0" " u TT-.. 0 0 n

POSITIONS:

FULL-TIME 0 0 0 0 0 Q

PART-TIME

TEMPORARY

ANALYSIS :  (Attach aseparate page if necessary) No fiscal impact for FY 90.

Preparedby: Dor1 Koch, Chief of_ Markeit Surveillance N\ é6§-£§l%
DivFi)sion :y_ I nsurance S I ST 7/

Annrnvirl hv Commissioner the ny . Datemm .klddo

Agency: department of Commerce & Economic Development

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor

Ofbee of Management and Budget
Impacted Aget y(ies) pege of

LW/dg16253D/2590a



STATI Of ALASKA
OFFtCK OF THK OOVfAMOA

BILL ANALYSIS



ANALYSIS OF BILL/PROGRAM EFFECTS - HB 350

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 t© a health care provider insured by
Medical Indemnity Corporation of Alaska (MICA). The potential for legal and
costitutional challenges from otter insurers providing or seeking to provice
medical malpractice insurance should be considered.

The subsidy may create a situation in which 1t is advantageous for a health care
provider to secure insurance fromMICA with a govermment subsidy rather than
secure insurance through the normal market place from an insurer whose
premium, but forthe subsidy, may be loner han MICA’s

Although the legislative finding is that it is in the best interest of the state that
health care providers be insured in orcer 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 © be financially responsible in cases of medical malpractice by
securing a minimum mandatory coverage for such clains.

The section provides no distinctions among the type of health care providers. A
health care provider may be an individual, a partrership, 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.
Erther the individual physician or the corporate health care provider may
secure and pay for tte 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.




I the health care provider leaBes office space from a separate lecal entity it has
an interest in, a simlar issue arises. What monies should be considered
received as income from providing health care services and what monies should
ke considered costs for providing those services need to be clarified It is
gopropriate 1 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 dostetrics and gynecology far a
physician who practices in a rural area. It appears that other health care
provicers involved in dostetrics and gynecology would not e recipients of a 1ull
subsidy. What constitutes a rural area is undefined. It is uclear ifa 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 e gopropriate.

The economic in})ac:t 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 1tself is reither
eliminated nor funded. For example, any liigation or legal challenges o the
existence and/or gperation of the fund would be funded fraom the corporation’s
gereral administrative budget. It may be gppropnate far the Legislature to
fud such oosts iIfany are incurred. Otherwise, such expenses mav represent
significant contingent liabilities on MICA’s balance sheet

5744D
112089a
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WORK DRAFT

Original sponsor(s):

IN THE HOUSE

For an Act entitled:

WORK DRAFT

REP. DONLEY, Gruenberg,

WORK DRAFT

6-1380H
Ford
4/24/790

Boyer

BY THE JUDICIARY COMMITTEE

CS FOR HOUSE FILL NO. 350 (Judi

ciary)

IN THE LEGISLATURE OF THE STATE OF ALASKA

SIXTEENTH LEGISLATURE

fund;

- SECOND SESSION

A BILL

"An Act creating the Alaska medical malpractice grant

and providing for an effective date.”

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

* Section 1.

(&) it is in the best

insured 1in

malpractice and to ensure

FINDINGS AND PURPOSE.

order to provide adequate

(@) The legislature finds that

compensat

interest of the state that physicians be

ion iIn cases of medical

that physicians providers are not required ftc

bear unreasonable financial risks imposed by an uninsured claim;

cians have

patients to unreasonable risk,

ical practice,

@

chosen to become

cine in the state;

)

is among the

lowest in

due to the cost of medical

the number of physicians

and also acts as a general disince

malpractice insurance some physi—
uninsured, which exposes the physician and

forces some physicians to cease their med—

ntive to practicing medi—

in the state on a per capita basis

the nation, particularly

and that the shortage of physicians is

4) in rural

malpractice

(b)

increasing;

in the rural communities,

and

communities of the state the high cost of medical

insurance poses a serious threat to public health and safety.

It is the purpose of this Act to provide 1immediate and substa

tial relief to physicians by making adequate malpractice insurance avail—

able, while the

legislature continues

reduce the cost of medical malpractice

* Sec.

read s

2.

AS 21.88

to develop

insurance.

legislation intended to

is amended by adding a new section to article 3 to

CSHB 350<Jud)



WORK DRAFT WORK DRAFT WORK DRAFT

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. Money in the
fund may be used to make grants to pay a portion of the cost of med—
ical malpractice insurance 1incurred by physicians who are eligible
under (c) of this section and to pay the cost of administering the
fund.

(c) To receive a grant from the fund a physician must purchase
at least the minimum malpractice 1insurance 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 1in the state. A grant awarded by the corporation must be
applied to medical malpractice insurance premiums (1) 1in a medical
specialty for which a physician is unable to obtain medical malprac—
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 1is 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.

) The state shall indemnify the corporation for any legal

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

CSHB 350(Jud) -2-



WORK DRAFT WORK DRAFT

WORK DRAFT
1 or operation of the fund.
2 ()] In this section, “""physician” means a person licensed
3 practice medicine under AS 08.64.
4 * Sec. 3. AS 21.88.310 is repealed July 1, 1993.
SIS * Sec. 4. This Act takes effect immediately under AS 01.10.070(c).
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6-1380E
Ford
3/1/90
Original sponsor(s): REP. DONLEY, Gruenberg, Boyer
. IN THE HOUSE BY THE LABOR & COMMERCE COMMITTEE
2! CS FOR HOUSE BILL NO. 350 (L&C)
3 IN THE LEGISLATURE OF THE STATE OF ALASKA
4 SIXTEENTH LEGISLATURE - SECOND SESSION
> A BILL
For an Act entitled: "An Act relating to the medical malpractice relolving
loan fund; creating the Alaska medical malpractice
8 matching fund; and providing for an effective date.”
’ BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
10 * Section 1. SHORT TITLE. This Act may be known as the Alaska Child—
" birth Care Incentive Act.
1 * Sec. 2. FINDINGS AND PURPOSE. (a) The legislature finds that
1 &N it is in the best interest of the state that physicians be
H insured in order to provide adequate compensation 1in cases of medical
malpractice and to ensure that physicians providers are not required to
1 bear unreasonable financial risks 1imposed by an uninsured claim;
N (2) due to the cost of medical malpractice insurance some physi—
1&] cianshave chosen to become wuninsured, which exposes the physician and
ol patients tounreasonable risk, forces some physicians to cease their med—
20 icalpractice, and also acts as a general disincentive to practicing medi—
2 cine 1in the state;
?? (3) the number of physicians in the state on a per capita basis
3 is among the lowest in the nation, particularly in the rural communities,
2 and that che shortage of physicians is increasing: and
2 (U) in rural communities of the state che high cost of medical
malpractice insurance poses a serious threat to public health and safety.
Z (b) It is the purpose of this Act to provide 1immediate and substar
2 tial reKef to physicians by making adequate malpractice insurance avail—
79

able, while the Ilegislature continues to develop legislation intended to

-1- CSHB 350(L&C)
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reduce the cost of medical
* Sec. 3. AS 21.88.210(b)

"b) Loans

WORK DRAFT

malpractice insurance.

is amended to read:

certification by the director that a loan

following circumstances:

€y

[WHICH] may not exceed a total

these obligati

the corporation;
the fund 1in annual

of premiums earned over the total

to provide

ons shall be

loans made

installments of at

WORK

may be made from the fund to the corporation

DRAFT

upon

is necessary and under the

surplus in respect to policyholders

that

of $3,000,000 outstanding at any time;

subordinated to all other obligations of

assessments made by the association, if

charged [SHALL BE PAID] on the outstanding balance

SEVEN PER CENT

)

unable to procure

reinsurer for

A YEAR];

if the director determines

any liability

of claims, reserves, expenses,

any; interest may no

that the corporatio

reinsurance from a private casualty insure

incurred by contracts issued by it,

under this paragraph shall be repaid to

least 25 percent of the excess

and

t be

[AT A RATE EQUAL TO

n 1is
r or

addi —

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

loans made under

in loss experience;

(1) of this subsection to compensate for fluctuations

loans made under this paragraph shall be 1in parity

with all other obligations of the corporation except that they shall

be subordinated to obligations

indemnity of

interest may not be charged on the outstanding balance

loss; these

loans shall be

INTEREST RATE OF SIX PER CENT].

* sec. U. AS 21.88

read:

Sec. 21.88.310.

Alaska medical

CSHB 350(LJ~»C)

malpractice

matching fund

-2-

of policyholders and claimants

fnr

repaid within five yearsj”

is amended by adding a new section to article

MEDICAL MALPRACTICE MATCHING FUND. (a)

is established within

[AT AN ANNUAL

3 to

The

che
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Department of Commerce and Economic Development. The fund consists of

legislative appropriations.

(b) The corporation shall administer the fund. Money 1in the
4 - - -
fund may be expended to pay the cost of medical malpractice insurance
S| incurred by physicians who are eligible under (c) of this section and
ol to pay the cost of administering the fund.
7] - - .

] (c) A physician who purchases at least the minimum malpractice
8 insurance policy offered by the corporation is eligible to receive a
? payment from the fund. The amount a physician is eligible to receive
10 . . -

is equal to a percentage of that portion of the physician®s annual
u . . . . .
malpractice insurance premium that provides coverage for obstetrics
1 and gynecology as follows:
13 . - . .
&H) 25 percent, if the physician practices 1in an urban
14 )
community;
15 _ . . .
(2) 50 percent, if the physician practices in a rural
16 . ) . . .
community and acts as the attending physician in 20 or more births a
17
year;
18 . . . .

_ €©)) 100 percent, if the physician practices 1in a rural

19 . . - .

community and acts as the attending physician in at Jleast one but
20 . .

fewer than 20 births a year, or provides prenatal care to at least one
21 .

but fewer than 20 patients a year.
22 - - .

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

23 i . . . .

this section practices 1in both a rural and an urban community, che
24 . . . .

amountthe physician receives shall be prorated wunder guidelines
25 . . ] .

established by the corporation. The corporation may not pay an insur—
26 i . S ) . .

i ance surcharge imposed on a physician®s medical malpractice insurance.
27: _ - -

(e) The corporation shall establish procedures for applying for
28 . . . .
matching funds provided under this section.
20

() The state shall 1indemnify the corporation for any legal

-3- CSHB 350 (L&C)
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costs, attorney fees, or judgments that result from the administration

or operation of the fund.
(@) In this section,

(€H) "physician" means a person licensed to practice medi—
cine under AS 08.64;

(2) "rural community”™ means a community with Jless 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) Murban 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 1is 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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Date Referred: March 8, 1990

Date of Committee Action:

The JUDICIARY Committee considered:
HOUSE BILL NO. 350

"An Act creating the Alaska medical
providing for an effective date."”

RECOMMENDATIONS:

malpractice

FURTHER REFERRALS:

FINANCE

HB 350

FUNDS FOR PHYSICIAN INSURANCE PREMIUMS

matching fund; and

[ 1 the same title

be replaced with
have attached amendment(s)
do pass

do not pass
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individual recommendations

[ 1 a new title

additional referral to the Committee
ADOPTS: letter of intent
ATTACHES NEW FISCAL NOTE(s): APPROVES PREVIOUS:
(Dept) (Date/Dept)

] fiscal impact

[
[ 1 zero fiscal note
[ 1 zero with analysis
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1 zero fiscal note(s)
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The LABOR & COMMERCE Committee considered: HB 350

[FUNDS FOR PHYSICIAN INSURANCE PREMIUMS]

HOUSE BILL NO. 350
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providing for an effective date.”
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do pass
do not pass
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February 5, 1990

ViLfl ray

Rep. Dave Donley, Chairman
Labor and Commerce Committee
Alaska State Legislature
P.0. Box V (MS 3100)

Juneau, Alaska 99511

Re: House Bill Nos. 334. 336. 337. 349 and 350
Dear Representative Donley:

I have reviewed several bills pending 1in the Labor and
Commerce Corami *e which address issues concerning medical
malpractice insurance and medical malpractice litigation. As an
attorney who represents plaintiffs in medical negligence cases, |
am very pleased to see that your committee 1is taking steps to
address the vreal problems 1involved in the medical insurance
"crisis" - that 1is, availability of insurance and access to the
justice system. What a refreshing approach when compared to some
prior legislative attempts to solve these problems by reducing or
eliminating the rights of injured victims of negligence.

I do have some minor suggestions concerning some portions of

the bills which are addressed below. However, pleaee understand
that | wholeheartedly support the intent of this legislative
package.

House Bill 334, which requires professionals to obtain
malpractice 1insurance, 1is a step in the right direction 1in my

view. However, I am concerned that the bill, as presently
drafted, does not require liability insurance unless the
professional has had a judgment entered against him or her. This

exception raises two questions.



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

4

First, a professional who holds himself out to the public as
competent in an area should Dback that representation with
insurance, vregardless of whether he or she has been the subject

of a negligence judgment. Second, although this exception was
apparently designed to focus on the professional with a "track
record” of negligence, it does not appear to apply to the
professional who may have settled a series of negligence claims
short of trial to avoid a negligence judgment. Despite these
concerns, I strongly wurge the passage of some legislation

requiring mandatory liability insurance for professionals.

House Bill 336 makes <changes 1in the medical malpractice
advisory panel law presently on the books. The important
modifications are the increase 1in the size of the panel, the
addition of non-health care providers to the panel, and a change
ir. the prohibition on discovery 1in litigation presently written
in the law.

There 1is an additional, significant problem with the panel
statute which is not addressed by this bill. That problem 1is the
use to which a panel report may be made 1in court. several
physicians who testified at the recent committee hearings believe
that the role of the panel is only to address "biological"”
issues, without vregard to the important Ilegal-medical issues
raised in the litigation. Moreover, many physicians with whom 1
have spoken personally believe that their role as panel members
is to "educate the judge" rather than to prepare a report for use
by the trial jury in deciding the case.

Nevertheless, under present law, a panel vreport may be
introduced 1into evidence at trial without the members of the
panel actually testifying. In addition, the Alaska Supreme Court
has held that an expert advisory panel report may be used as the
basis for summary jJjudgment against a party. Kendall v. State.
692 P.2d 953, 955 (Alaska 1984). Finally, under present
administrative rules, although the <court appoints the expert
advisory panel, often over the objection of a party, a party who
wishes to have a member of the panel testify at trial (either to
support the panel report or to expose fTallacies 1in the report)
must pay for that physician®s deposition and appearance at trial.

If the purpose of the panel proceeding 1is to provide
"screening™ of cases, it 1is superfluous. Competent plaintiff™s
lawyers screen difficult medical negligence cases prior to filing
them. The high costs of pursuing a medical negligence case act
as a deterrent to filing a non-meritorious case. There are
existing court rules for addressing frivolous claims (Rule 82
awards to the prevailing party; Rule 11 sanctions).



Rep. Dave Donley
February 5, 1990
Page -3-

o
IT the panel is to remain a part of Alaska®™s medical
negligence law, 1its role should be clearly defined. I suggest
that House Bill 336 be amended to add the following:

A.S. 09.55.536(e) is repealed and re-enacted
to provide: The panel®s report 1is advisory
only. It may not be introduced into evidence
at trial and its members may not be called as
witnesses. In awarding costs and attorneys-®
fees at the <conclusion of Ilitigation, the
trial court may consider the panel report.

Finally, House Bill 350, concerning creating the Alaska
Medical Malpractice Matching Fund, is an extremely 1important
piece of legislation. The passage of this bill will do much to
alleviate the problems faced by rural physicians 1in obtaining
insurance, without forcing rural Alaskans to settle for second
rate medical care.

Thank you for the opportunity to comment on these
legislative proposals. IT I can answer any questions or provide
additional 1information, I will be happy to do so.

Sincerely yours

DAH: fs
off.dah.let.rep.dav.don.l



ALL CLAIMS - INCEPTION THROUGH 1988

By Payment Size

INDEMNITY PAYMENT #OF SUITS/CLAIMS PERCENTAGE
0 165 61
1-1,000 6 2
1,001-5,000 14 5
5,001-10,000 12 4
10.001-25,000 14 5
25.001-50,000 17 6
50.001-75,000 7 3
75,001-100,000 10 4
100.001-150,000 6 2
150.001-200,000 8 3
200.001-500,000 4 1
500.001-750,000 4 1
750,001-2,000,000 2 1
2,000,001-3,000,000 2 1
271
Average Claim - $48,731

Average Claim where

indemnity payment
was made - $124,353



1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988

Physician
Claims

Physician's
Named

39
63
67
29
21

Number of Physicians
Insured

58

88
88
97

121

144

200

230

285

325

315

303

279



A/ T T A Medical Indemnity
IYX® VAri. Corporation of .Alaska

T PLAZA
Or.D SEWARD HWY.. SUITE 203

-.LN"CnORAGE. ALASKA WoOh

COVER SHEET FOR FACIMILE TRANSMITTAL

(OUR FAX NUMBER IS - 562-7804)

B ill Brock

Juneau, Alaska

FAX * 00

ATTENTION: Mary Pierce
FROM: Arc Stanford

EE: Prenatal Coverage Only.

PAGES

IF YOU SHOULD NOT RECEIVE THE NUMBER OF PAGES INDICATED ON
THIS COVER SHEET, PLEASE CONTACT OUR OFFICE AT 563-3414.

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

Only Crossroads Medical Center (Glennallen) responded and they also submitted
the written protocols with the delivering physician in Anchorage,

Stan Jones, M.D. of Haines had supported and pushed for thie xe-claeeification
but declined the coverage when it was finally made availablebecause "it wa*
still to expensive for his low volume of O.B, patients".



I V/TTA Medical Indemnity
VA/XjL Corporation of Alaska

ALEUT PLAZA
mi00O0LD SEWARD HWY., SUITE 203
ANCHORAGE, ALASKA 90503

B ulletin

RE: New Specialty Class: Preratal Coverage Only

Dear Policyholder:

Your Board of Governors is pleased to announce the creation of 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 Practictionerin
an urban area hospital.

This new specialty classification has been assigned a class 2 rating which represents
a premium reduction of 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.

Underwriting Manager

AS:sm

7/29/838



A/fT p \  Medical Indemnity
ArJLJLV_yxJL Corporalionof Alaska

ALEIT PLAZA
4000 OLD SEWAKI)IHVY., SI'I'TE 203
ANCHORAGE. ALASKA 99*03
(907)563-3414

December 29, 1989

Representative Max  Gruenberg
House Labor and Commerce Committee
House of Representatives

P.0. Box V

Juneau, AK 99811

Dear Representative Gruenberg:

The House Labor and Commerce Committee had hearings on November 30, 1959
at which time | was asked to have an “informal" chat with the committee.
Since | wasn't prePared to testify, | 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 questionsat the hearings specifically  relatingto the
cost of insurance to physicians de||ver|ng11 babies. | mentioned that the
majority of our phsician policyholders have limits 5500,000 per claim.
51,000,000 aggregate.  Physicians delivering babies arc Class 3 on the schedule.
Assuming a thsman had policy limits of 5500.000/1,000.000 and had been
insured with MICA for five or more years his premium for 1990 would be
530,162. (This is about 520,000 less than 1quoted to you.)

Another question is the difference inpremium between  a FamilyPractioncr
doing ohstetrics and those who were not. Assuming the same scencrio as above
and that the Family Practioncr not doingobstetrics  was doing minor  surgery
the difference  would be $14,046. In other words, the Family Practioncr — who
delivers babies pay 514.046 to do so (or about 1/2 of the total premium is for
obstetrical coverage).

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

Executive Director
MAP/blb

Enclosure
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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, ifyour continuous coverage became
effective on July 1, 1986, your annual renewal
premium on January 1. 1990 would be pro-rated
from January 1through 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:

$200.000 per occurrence/S600,000
aggregate per calendar year.
$500,000 per occurrence/S 000,000

aggregate per calendar year.
5100&?)0() per occurrence/S2,000,000

aggregate per calendar year.
521,000,000 per occurTence/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 limits purchased for the Unlimited RePorting endorsement will be applicable just as if the policy had not

been cancelled or terminated and alt subsequent

y reported claims had been reported during the last policy year.



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

in any class: 35 *tof 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, ifan 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.

Corporate/Partncrship/Group 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
with 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 are subject to
the single limits of liability pir 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 Limits of Liability

» Doctnn on Policy S5P0.Q0Q S1.000.00Q

1 0 0

* 9% 7%
3 1t% 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 of the
guarter 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
within 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.



CLA

CLASS 0

Istyear rates
e2ndyearrenewal rates
«3rd year renewal rates
e4th yearrenewal rates
e5th yearrenewal rates

CLASS 1

Istyear rates
e2nd year renewal rates
*3rd yearrenewal rates
e4th year renewal rates
e5th yearrenewalrates

CLASS I-A

Istyear rates
e2ndyearrenewalrates
*3rd yearrenewal rates
e4thyearrenewalrates
e5th vearrenewal rates

CLASS :

Ist year rates
» 2nd year renewal rates
+ 3rd year renewal rates
* 4th year renewal rates
+ 5th year renewal rates

CLASS 2-A

It year rates
*2nd year renewal rates
+3rd year renewal rates
s 4th year renewal rates
* 5th sear renewal rates

I'M

S

%t +5th Years

Jan.
Jin.
Jan.
Jan.
Jan.

Jan.
Jan.
Jan.
Jan.
Jan.

Jan.
Jan.
Jan.
Jan.
Jan.

Jan.
Jan.
Jan.
Jan.
Jan.

Jan.
Jan.
Jan.

Jan
Jan

-M ADE

1,1990
1,1989
1,1988
1,1987
1,1986

1,1990
1,1989
1,1988
1,1987
1,1986

1.1990
1.1989
1,1988
1,1987
1,1986

1.1990
1,1989
1,1988
1.1987
1.1986

1.1990
1.1989
1,1988
. 1.1987
. 1.1986

PREM IU

M

SCHEDULE

Effective JaLary 1, 1990
LIMITS OF LIABILITY: EACH CLAIM AND ANNUAL AGGREGATE

sSaoa'SSnam»

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

10001

5.338
7,228
10,542
11,909
12318

7,098
9.971
14,905
16,928
17,577

* PREMIUM COST IS 4% ABOVE S1.000.000j52.000.000 LIMITS
Cla mi made premium prepared by MiUtman A Robertson. Inc, consulting Actuaries for the Medical Indemnity Corpwncon of Alaska, are based on
a five year pricing step forreined claims adjusted annually for claims espencnce
*Retroactive dates and renewal premium apply to 2nd through 5th yea; jnmul renewal First >*ar pfty ncians are subject to first year ales

<All policies are renewed exh year on January 1. All l1a and renewal premiums are pro : =-i v b<ect <oUi»fuu day o'covrrage under the ongtru)

policy.

5500,000/51,000,000

3,182
4,026
5,607
671
6,485

4,305
5,809
8,497
9,612
9.970

5,270
7341
10,980
12,482
12,964

6.286
8,953
13.593
15,503
16,116

8.550
12,547
19.417
22.235
23,139

51.000.000/52,000.000
51.000.000/53.000,000 *

3,601
4,857
7,119
8,058
8J61

5,067
7,230
11,031
12,599
13,103

6326
9,268
14391
16,499
17,176

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

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



INTRODUCTION

A statute of limitations 1is a law that requires a party who
believes himself or herself to have been injured to bring an
action against the responsible party within a certain time frame.
Most states and the District of Columbia have enacted such
statutes to protect architects, engineers and others in the
construction industry from exposure to unlimited liability on

individual projects.

These laws attempt to strike a reasonable balance between the
interests of those who may be potentially "harmed"” and the
rights of defendants to be free of potential suits after a
reasonable period of time. In states where no such legislation
is in effect, design professionals face a lifetime of liability
on each of their projects.

Most state laws relating to design professionals are actually

"statutes of repose.” These are laws that set time periods
within which a suit may be filed regarding a cause of action
regardless of when the cause occurred. The usual statute of

limitations starts to run from the data of injury or other cause
of action and actions brought after the end of the statutory
time penoc are barred. The statute of repose establishes the
beginning of the time period not the cause of action, such as

an injury, but another event, such as the substantial completion
of a building. When the specified time period has expired,
suits for actions occurring after that period are barred.

State statutes of limitations for design professionals and the
construction industry come under attack in the courts period—
ically. and may m fact be found to be unconstitutional. A
review of the case law referred to in those situations will
provide a complete understanding of the problems involved in
an individual state. It is important that AIA state and local
components, as well as individual architects, closely monitor
activity relative to their state"s statutes and that industry
members now seeking new or amended laws carefully review related
legislative and judicial activity to track a well-defined path
through the legislative process.

AIAS "Compendium: State Statutes of Limitations™ 1is timely
and should be a useful working tool for those dealing with

this issue.

Il
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SUMMARY

Alabama: No statute of limitations at this timer
previous law declared unconstitutional
Alaska: Six years from substantial completion
Arizona: Does not have a statute of limitations
for design professionals
Arkansas: Five years from substantial completion
California: Ten years from substantial completion
Colorado: Ten years from substantial completion
Connecticut: Seven years from substantial completion
Delaware: Six years from substantial completion
District of Columbia: Ten years from substantial completion
Florida: Four years from actual possession by
owner
Georgia: Ter. years from substantial completion
Hawaii : Ten years from substantial completion
ldaho: Six years from substantial completion
Illinois: Ten years from substanital completion

plus four years from discovery of cause
to take action

Indiana: Ten years from substantial completion

lowa: Does not have a statute of limitations
for design professionals

Kansas: Ten years after performance of services
Kentucky: Five years -uf.ter performance of services
Louisiana: Ten years after occupation by owner
Maine: Ten years after substantial completion
Maryland: Ten years after improvement becomes
available
Massachusetts: Six years after performance of design
or construction
Michigan: Six years after occupancy or acceptance
of improvement
Minnesota: Fifteen years after substantial completion
Mississippi: Six years after written acceptance or use
Missouri: Ten years after completion of construction

1
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Montana:
Nebraska:

Nevada:
New Hampshire:

New Jersey:

New Mexico:

New York:

North Carolina:

North Dakota:
Ohio:

Oklahoma:

Oregon:
Pennsylvania:
Rhode Island:

South Carolina:

South Dakota:

Tennessee:
Texas:
Utah:
Vermont:
Virginia:
Washington:
Wisconsin:

Wyoming:

Ten years after completion of construction
plus one year for action after cause

Ten years after professional service
is rendered

Eight years after substantial completion

No statute of limitations at this time;
previous Law declared unconst tutional

Ten years after performance of services
and construction

Ten years after substantial completion
Three years after cause for action

Six years after substantial completion
Ten yea * after substantial completion

Ten yea? ; after performance of services
and construction

Five years after substantial completion,
plus two years for action after cause

Six years after substantial completion
Twelve years after substantial completion
Ten years after substantial completion

No statute of limitations at this time:
previous law declared unconstitutional

No statute of limitations at this time:
previous law declared unconstitutional

Four years after substantial completion
Ten years after substantial completion
Seven years after substantial completion
Six years after cause of action

Five yea-s after performance of services
Six years after substantial completion
Six years after substantial completion

Ten years after substantial, completion

2
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Media: Newspaper publishers vow

continued cost-cutting PageB3,
Who's News: American Express
revamps top posts at travel group Page B4.

MedicalMalpractice!nsurance Rates Fall

'‘Drop in Number

O fCiaim s Cuts

Insurers’Costs

ert 1* finally somethmlg to cheer
thou: on the health=cost front. For the flrit
time In a decade. medJcal-maJpractice In-
surance rates are falling.

St Paul Cos., the nadon’s largest med|-
calmaipractice Insurer. Just two weeks
ago said |t plans to cut rates for doctors
this year by an average of ﬂ%natmnwm%

the Tirst decrease Since 1978 Panne
%reletﬁ Inc., which covers hospitals and
eal

-malntenance organizations, already
has slashed premiums up to 15* And pre-
mium* of i)hyman-owned insurance com-
panies will éither stay as they are or de-
crease a little, ays _Douqlass Phillips,
president of the Physicians Tnsurance ts-
"~ladon of America. .

Uthough hcreases in malpracdce pre-

mia slowed In 197 and ]ﬁthls s the
nntyear since the late 197/ that average
rates,actuallr are declining. "I'm very fe-
bettti. and I'm very happy.” says Jon-
athan S. Ehrllch, an” Atlanta obstetrician
who stands to save_J1300annually in -
(duced premiums. "Two or three years ago
jw couldn't see any end to the Spiral.

pewer Claims
m:" What's driving rates_down? Patients
fart tiling fewer malﬂracnce claims than In
*e mid-1980s, and the costs to settle them
aren't escalating as far as they were In
Frewous years. As a_result, a number of
nsurers say the%,antmpate havm? to pay
out less money this year than last to settle
claims and thus can afford to drop rates.
_Nobody knows exactly why gewer
diims . @ helng{fjled, But experts pcint to
3 variety of contributing factors. Malprac-
tice cases are gening note ,exFenswe,
more complex and harder to win [n court.
At the sameTIme, Juries are getting stin-
gier with awards to wronged patients, and
many states have either put caps on pay-
outsor passed laws to block frivoiou* sulu.
Doctor* also are gettiny better at taring

el a0 e

To be twre. many doctors and tnsur-
anee—eempa,nY officials aren't convinced
that rates wil keeFdroppmg, and Ina kw

" sates premiums still esrgoing up. DocHm
Potmout that malpractice rate* went down
|1or a few yewrs In the late ifJ0a. only to
I'rise almost geometrically tn the 1983 "An
otherworry: At least «ome of ;he decrease
tn Jury awdlrfc steins from health-care cost
rudlag and tower tnOiUan in the earIX
~When eases now being settled wer
fifed Botoday* skyrocketing health coats
could bring jarger verdicts in the future.
r imt'| grodt new* if tt last*, but no one ts
“to’b*t That It will tut," Kirk John-
(M"AfMrican Medical Association *
nMnl ny*  the decrease* in
prpmM-'Janse*”S. P*v'“’ tlx AMA't
.esutlorti thatlt will Uhianc*!-
ot dechnes M bt* doctor* br
tf*od. “If1 premature for anyrew
Umn pA/ocuM fm irr rxor
taawdutely." h* fiyi

rte* to push back awards. But everybod
agrees that new laws passed In at |east
fsta%es since 1983have had some chilling ef-
ect.

Some states have capped payouts for
pain and suffering. Others have adoi)ted

MR

A% &1 W metasulres(;a|me_d e ating ftrlvolous 2

vl suits. In Georgia, the Legislature passed a

B <1383 550 ® !*W| requtiringgthtat| an| %tgorney ]l(Jf[Engi,r{g af

malpractice ‘suit Include an “affidavit o

1B (605'2) add 26 4 sup;_[))ort from a medical expert Such affi-
= s 40 2 B G e S a0 s wo geer
6 14808 0 B P the}% in,pnow must anestmore money In
¢34 B and 0 (6% e?\tc| mf)ig),racdce case.n"lth|nkf(theaff|dak- .
. vIt law) discourages atorneys from work-

B . E45 . 4@ M ing on cases." Mr, Bird says. .-

Nrt Afoniores atpdinmay Unnecessary Tests

Doctors and boipltals have also contrib-

But some Insurers say the down draft

seems stronger than It ever was a decade - ) )
ago, raising” hope that a c?/cle of lowet" m Malpractice IaW\[/ers say the growing

\ ndication; St-p complexity and cos
Paul's reductions cut across most medical 1 patients Iess litigious and lawyers more

rales may have begun. One

specialties. Including oft-sued obstetrician
and_neurosurgeons.

The benefits of lower malpractice rales.

could be far-reaching. The AMA says that
malpractice premiums have been the fast-
est—nsm% expense Item for physicians In
the 198G and already some doctors are
considering cutting fees. Dr. Ehrlich, the
Atlanta obstetrician, says the malpractlce-

o

uted to lowering malprarUcHnsurance
rales by adopting costly strategies to
thwart potential malpracdce cases. Doc-
tors readily admit to ordering unnecessary
tests to protect themselves frem malprac-
Hcg case*. Ira M. Hardyﬁ a Green\énlet.
.C.. neurosurgeon, says Ne's sure abou
and more and more experts are needed 10 }y3[f"of the mggnetm tbsanance imagin
ick aPa[t the vastly more complicated  cans be ordefs-al 11000 a shot-wil()J
echnologies used these days In medicine, m come yy negative, 1 "have to do It" 1o
Five years a]gol, WUllam Bird, president of  ayoi opening up the possibility of suit, he
the Georgia Trial Lawyers Association and
a medical malpractice specialist, sa?/s, he
took cases of patients whose doctors fajled
to dmgno,se -appendicitis. No more. The
cost of bringing such cases to court won't

g_remium cuts might enable him to reduce
is rates to_patients,

of suing are making

|ck¥. Fees lor expert witnesses have In
creased up to twenty-fold In recent years,

“Risk management" Initiatives Involve
a,doptl_n([; strict clinical standards. Anesthe-

’ ﬂologtlslsaft Harvard |Un{yehrtsny atealchmlg
listty the retum, e says, S0OMG" 1Gtorequire. among otfe things, mon'-
Today, It requires almost a catastrophic foring evgry &l mingutes he blogo& pres

‘NI While most patients settle malpractic*and bean rates of patients oo U* op-
claims out of court, the few who go to erating table. Stoce then, malpractice pey
trtal are f'”g”}ﬁ Jémes less receB ive. The-. «** |* ve 24" hdve A
average and median amounts 0f money  ntn thrau*h  university s malpractice
awarded by Juries In the U.S. for medical- * *®@*™" i .
malpractice cases (excluding punitive.,,,  Doctors aJso are finding that a mea
damages| have been fallmgr markedly, culpa can avoid a lawsuit. It Isn't uncom-
since reachmﬁ a peak In 196 The number'-nnon for a surgeon to, say, cut Into the
of m{Ulon-doffar verdicts also has dropped wrong foot of & patient, say* Mr. Phillips
precipitously since then. "W of thé Physicians Insurance Association.
Some legal and Insurance experts say.. Doctors are learning that explaining wlut
public outrage about the hljJ&enmalpractlce happened and, apologlzmg can deter pa-
settlements “of the early may_have-  Uents Irom suing. Concludes Mr. Ph|II|Es:
damped the sympathies of lunes. Other* * "Communicating with the patient |s proba-
think conservative judges appointed d!)--»  bly the most important aspect of loss pre-
Reagan years may have Uilluencw.,a-— vention."
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I\N/TT /™ N\ Medical Indemnity
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March 28, 1990

Representative Peter Goll, Co-Chair
House Judiciary Committee

House of Representatives

P..O0. 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. | believe the
purpose is dual; to help you better evaluate the bill, and to finalize a fiscal

note.

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. Wec
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:
Anchorage
Mat-Su (Palmer, Wasilla, etc.)
Fairbanks
Juneau
Kcnoi/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.
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Legislative Section Total Premiums Subsidised— ErfilPium
(C)(1) OB/GYN's $219,346 $22,332
G.P.’s/F.P.'s $324,157 $40,155
(C)(2) 1-20 Births $115,108 $58,551
(C)(3) 21-70 Births $173,546 $63,494
(C)(4) 71 + Births 0
TOTALS $832,157 $184,532

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 | will make at the hearings on Thursday, March
29, 1990.

MAP/blb



HOUSE LABOR AND COMMERCE COMMITTEE

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

November 23, 1989

MEMORANDUM
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 malpractice 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 malpractice 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 eligibility 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
malpractice liability revolving loan fund under AS 21.88.210. Only
physicians insured by MICA are eligible for the matching fund.

A copy of a recently enacted Arizona law establishing a similar program is
included in your committee fi.- 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 i89
b/hb350



HOUSE LABOR AND COMMERCE COMMITTEE

ALASKA STATE LEGISLATURE P.0. BOX Y, JUNEAU 99811 U, -

(907) 465-3892 .

April 30, 1989

MEMORANDUM

To: Mike Ford, Attorney
Legislative Legal Services

From: Ginger Baim, aide to
Representative Dave Donley, Chair
House Labor and Commerce Committee
Pe: Bill drafting request - Medical Malpractice Matching Fund
As per our conversation last week, | am writing to ask that you prepare a
draft(s) for introduction by the House Labor and Commerce Committee as out

below:

1. Prepare a bill draft establishing a uniform premium tax of three perc

bill
lined

ent

for all lines of insurance in the state. Please speak with Paul Roller,

Director of the Division of Insurance, for further information regard
current premium tax practices. Include "program receipt® language in
bill requiring the Division to separately account for the increased
revenues resulting from the uniform tax so that they may be appropria
by the Legislature into the MICA Medical Malpractice Matching Fund.

2. Prepare a bill/s draft making MICA"s loans into grants and requiring
MICA make an initial payment of $500,000 into the Medical Malpractice
Matching Fund established under the following section. Please speak
Mary Pierce of MICA to get information regarding MICA®"s 1loan obligati
and internal operating procedures.

3. Prepare a bill draft creating the Alaska Medical Malpractice Matching
under MICA:

a. Draft a "findings and purpose" section:
- it is in the state"s best interest that medical providers be
insured so that victims of medical malpractice may be adequately
compensated and so that providers are not at risk of financial

disaster when faced with an uninsured settlement.

the cost of medical malpractice insurance has forced many

ing
the

ted

that

with

ons

Fund

providers to go "bare"™ which exposes both them and their patients to
unacceptable risk; has caused providers to cease delivering necessary
medical services; acts as a disincentive for medical providers to

practice in Alaska.

Alaska has one of the lowest providers per capita ratios in the
nation and it is in the state®"s best interest to increase the number

of physicians 1in the state, particularly in rural areas.

<3>



- there 1is a particular crisis in rural areas of the state because
of the high cost of medical malpractice insurance that threatens the
public health and safety

- the purpose 1in enacting this act is to provide immediate and
substantial relief to medical providers so that they can afford to
purchase medical malpractice insurance while the Legislature
continues to work on measures designed to reduce costs of medical
malpractice insurance

b. The fund shall consist of money appropriated by the Legislature and
payments by MICA into the fund.

C. MICA shall make an initial deposit into the fund of $500,000.

d. MICA shall distribute the money 1in the fund on a sliding scale
established in "e".

e. Establish a sliding scale to reimburse medical providers for
part of the amount that their annual medical malpractice premiunm
exceeds ten percent of their gross personal annual 1income based on
the following formula:

ANNUAI’_r .. PREMIUM % % TO BE AMOUNT TO MATCH
mennpr o 0B R0 FMRRED  STIVRREAS
$100,000. $11,000. 11 1% $ 1,000 51%
$100,000. $12,000. 12 2% 2,000 52%
$100,000. $13,000 13 3% 3,000 53%
$100,000. $14,000 14 4% 4,000 54%
$100,000. $15,000 15 5% 5,000 55%
$100,000. $20,000 20 10% 10,000 60%
$100,000. $30,000 30 20% 20,000 70%
$100,000. $40,000 40 30% 30,000 80%
$100,00T. $50,000 50 40% 40,000 90%
$100,000. $60,000 60 50% 50,000 100%
Interpretation: If a provider earns $100,000 and pays an annual premium of

$50,000 (or 50%) then the medical malpractice matching fund will pay 90 percent
of $40,000.

* This should be a gradual scale, a percent at a time, so there are no
“jumps"

f. EXCEPTIONS: Exceptions to the sliding scale should include a
provision that:

there will be no match for any portion of a premium that is a
"surcharge".

the fund will pay 100% of that portion of a premium that is for
OBGYN coverage for providers operating in rural areas that deliver
fewer than 10 babies a year or provide prenatal care for fewer



than 20 patients a year.

- the matching fund is only available to providers insured by MICA

g- Providers must submit a copy of their federal income tax filing to MICA
so that their annual gross personal income may be established. MICA
shall develop forms and procedures for applying for matching funds.

h. Insert a "sunset"™ clause ending the medical malpractice matching fund

five years from its enactment with any remaining funds lapsing into the
general fund.

The Committee would like a draft document to work from as soon as possible with

the intent to introduce the bill prior to adjournment and to take it up 1in

interim hearings so it can be finalized and ready to move at the beginning of
next session.

Please call me at 4954 if you have any questions or need additional
information.

Feel free to clean uB the language in this section and to add or delete
cinytrtin™ you tim.n/C i:J uppircp4rj.uuG
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state of Arizona JIM SHUMWAY

House of Representatives SECRETARY OF STATE
Thirty-ninth Legislature

First Regular Session

1939

Chapter 290
HCLSE BILL 2467

AM ACT

MAKING AM APPROPRIATION TO THE DEPARTMENT OF HEALTH SERVICES FOR THE
PURPOSE OF PAYING ADDITIONAL MEDICAL MALPRACTICE PREMIUM COSTS FOR
PERFORMING THE DELIVERY OF INFANTS AT CERTAIN RURAL HOSPITALS; PRESCRIBING
IDENTIFICATION OF QUALIFYING HOSPITALS AND PHYSICIANS; PRESCRIBING
EVALUATION OF REQUESTS FOR ASSISTANCE; PRESCRIBING LIMITATIONS, < ANO
PRESCRIBING STUDIES ANO REPORTS.

Be ltenacted by the Legislature of the State of Arizona:

Section 1. Appropriation; purpose: exemption

A. The sun of one hunGred ninety-five thousand dollars is
appropriated frcm the state general fund to the department of health
services for the purposes described in subsection B of this section.

3. The department snail identify areas in the state that are
underserved with regard to obstetrical services. For purposes of this
section, an area shall be considered underserved with regard to
obstetrical services 1if the area satisfies any of the following:

1. Fifty per cent or more of resident live-births occur outside the
city or town of residence.

2. Cities or towns where obstetric services are threatened with
discontinuance.

2. Cities or towns having a population of less than ten thousand
wnere prenatal services are not provided by a physician.

4. Cities or towns having a peculation of less than ten thousand
where obstetric baefcuo services for a physician are not available.

5. Cities or towns where the average numcer of prenatal visits are
less than the state average.

C. The department* snail identify those physicians wno practice in
areas defined in subsection 3 of this section wno meet the following:

1. Shall have current obstetrical celivery privileges at one cr
more rural, non-feceral hospitals.
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2. -Shall he a registered provider with the Arizona health care cost
containment system who has established a contract for oostetncal services
with at least one or more of the system®s prepaid contractors.

3. The opnysician shall he licensed by the appropriate licensure
board.

0. Family physicians who perform less than fifty deliveries per
year and who are required to pay an additional ©premium to perform
obstetrical services snail be eligible to receive an amount not to exceed
five thousand dollars. Family physicians wno perform more than fifty
deliveries per year and who are required to pay an additional premium to
perform oostetrical services shall be eligible to receive an amount not to
exceed ten thousand collars. Obstetricians who are required to pay an
additional premium to provide obstetrical services shall be eligible to
receive an amount not to exceed ten thousand dollars. Payment of one-half
of the financial assistance identified in this section snail be contingent
upon receipt of the report required pursuant to subsection F of this
section. The second payment snail be paid upon receipt of the second
report required pursuant to subsection F of this section.

£. Physicians seeking financial assistance snail respond to tne
department®s notice within thirty days of receipt of such notice .in a
format prescribed by tne department. The department snail evaluate tne
pnysician®s request for financial assistance andshall classify the
requests accorcing to the city or town"s need for oostetrical services and
ability to meet all or at least one of the criteria specified -In
subsection 3 of this section. The highest classification snail be
assigned to those cities or towns which meet all of the criteria specified
in subsection 3 of this section. The lowest classification snail be
assigned to those cities or towns wnicn meet at least one of the «criteria
specified in subsection 3 of this section. The department shall establish
contracts with those physicians wnose requests are assigned the highest
classification. If funds remain availablet tne department shall ©proceed
in descending order to establish contracts with those physicians whose
requests have been assigned a lower <classification until funding is
depleted.

F. The financial assistance awarded pursuant to subsection £ of
this section shall be used for each physician wnc meets the qualifications
of subsection C of this section, 1is ur.cer contract with the department to
remain in practice in the rural area for the contract year and wno
provides a report upon completion of one-half of the contract term and
uccn conclusion of the <contract to the department wnicn ice.ntifies the
number of women to wncm the physician nas proviceo medical services during
delivery, the aces of the women, the num.cer of prenatal visits each woman
received, the number of women wno are at or be lew feceral poverty
standard, the number of Arizona health care cost containment systenm
enrolled women served and the insurance status of the women. Contracts
pursuant to this section are exempt frcm the recuireme.nts of title 41,
chapter 23, Arizona Revised Statutes.
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G. The university of Arizona college of medicine snail examine tne
adequacy of oostetrical services in rural underserved areas. The
university of Arizona college of medicine snail develop a plan wh"ch may
include me use of educational subsidies designed to overcome any
identified inadequacies 1in the delivery of oostetrical care or other
health care services in rural Arizona. The plan shall include

primary
recommendations regarding educational subsidies, identification of funding
needs, identification of alternative funding sources and necessary

legislative action to implement the recommendations. The university of
Arizona college of medicine snail submit their report to the governor,
president of the senate and speaker of tne house of representatives by
February 1, 1990.

H. The department shall suDmit a written report to the governor,
the president of tne senate and the speaker of the house of
representatives cn or before February 1, 1990 on tne number of pnysicians
wno have applied and tne numDer of pnysicians who received financial
assistance provided pursuant to subsection E of this section. One year
from tne effective date of this section, the department snail evaluate the
effectiveness of tne financial assistance provided pursuant to tms
section and snail on or before January 1, 1991, submit a written reobrt of
its findings to tne governor, the president of the senate and the speaker
of the nouse of representatives. The report shall include recommendations
regarding continuation of tne financial assistance, the numDer of
pnysicians who received financial assistance wno plan to continue
providing prenatal and delivery services in rural Arizona and legislative
action necessary to improve tne control, distribution and cost
effectiveness of the financial assistance.

I. The appropriation mace in this section is exempt from section
35-190, Arizona Revised Statutes, relating to lapsing of appropriations.

"pproved by the Governor June 23, 1939.
in the Office of Secretary of State June 23, 1939
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June 21, 1989

Dave Donley Representative
Alaska State House

3111 "C" Street Suite 450

Anchorage, Alaska 99503

Dear Dave,

Thank-you for spending the time o< the phone discussing issues
effecting medical malpracdce. As you know | was anxious to discuss
bills proposed by you because of a special meeting of our Board of
Governors on June 21, 1989, to discuss this proposed legislation. I
wanted to clarify intent to properly present them for discussion to
the Board.

You, your aide, Ginger Bain, and | had discussed the sliding scale
matching fund or premium subsidy during the legislative session. It
is my understanding after our recent discussion that HB350 should
reflect what we discussed. I questioned if the algebraic formula in
the bill accomplished your purpose. You suggested we work on the
details later. ‘tour intent as | understood it is to find a way to
subsidize rural physicians especially those delivering babies to
maintain the availability of healthcare throughout the state.

Companion bills to this matching fund, 11B349 and HB355, were also
discussed. You suggested that MICA could be made exempt from
premium taxes when reviewing MICA's tax status. We also discussed
forgiving our loans or turning them into grants It was my
understanding that we should work over the summer with the
legislative drafter amending these bills. If you have him contact me
I will happy to w”rk with him.
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We also discussed the concept of an administrative system. MICA
has been investigating this concept for sometime and | would like to
discuss this with you at some future date when we have more time.

I know you will have a busy summer. Thanks for taking the time
again to disc, ss this with me. | hope we can get together in the fall.

Regards.

Executive Director
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4000 OLD SEWARDHWY, SI'ITE 203
ANCHORAGE. ALASK-499503
<907)563-3414

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 General Practitioners doing Obstetrics

Fewer than
10 10-20 21-40 4J-10 101-200 over 200
Anchorage * 1 6
Fa’rbanks 4 !
Kcnai  Peninsula T : 3 1
South East | 3 6 3 1
North 1 **

* - Anchorage includes Mat-Su Valley

*e - covered by Federal Government

General Surgeons (C*Section only)

Fewer than
10 10-20 21-40  -1|.|on 101-200 OVer 200



Obstetricians

Fewer than
10 10-20 21-40 41-100 101-200 over
Anchorage 1*+* 2 11 3
Kenai Peninsula 1
Fairbanks 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 | testified to during the hearings.

Total: 321 Uninsured: 48 or 15%
187 of total doctors reside in Anchorage
Delivering or Had Been Dclivcrine Babies Not Doing
Total 131 190
Uninsured 27 or 20.6% 21 or
Uninsured Located 14 - Anchorage 14 -
7 - Kenai Peninsula 4 - Kenai
2 - Fairbanks 3 -
2 - North
2 - Southeast

Stopped Coverage
before 1987 6 9

% of Gross Income willing to Pay

Peninsula

Minimum 5% 1%
Maximum 25% 10%
Average 10% 5-10<
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.

Sincerely.

Mary .V/Picrcc
Executive Director. MICA



Alaska S tate M edical A ssociation

4107 Laurel Street Anchorage, Alaska 99508 (907)562-2662 (Fax) 561-2063

December 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 ASMA staff. Secondly, the information you provide should be flexible. You
may add more data than is questioned. We want this information to be interactive
so that you feel you have a part in deriving this survey. Make it as specific as
you want to: give us your thoughts.

The code in the right hand comer is in three pans. The first pan: G =
Group, S = Solo (single practioner). The second part is the speciality code as
desiginated by the Amencan Medical Association. A copy of the list with codes
ison the back of the survey form. The third pan 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 | have to offer is our thanks and to tell you that you are taking part in
some of the most important issues that we, as organized medicine, tace today.

Thank you for helping.

RAH/jIw
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LIABILITY INSURANCE SURVEY

Do you now carry medical liability insurance? Yes No

Ifyes, how long?

With what carrier?

If no, when did you cancel?

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

Ifyou 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 of other factors that have forced your choice? Yes No

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

What is your opinion as to a "fair" Lability premium, as either an absolute dollar figure, or
percent ofgross, or percent of net?

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

Do you deliver babies? Yes No

Ifyes, how many peryear?

What 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 factor? Yes No

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 comer of this survey (as noted in the accomanying

letter) and return the survey in the enclosed envelope. Thank you/



December 29, 1989

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 | was asked to have an "informal" chat with the committee.
Since | wasn't prepared to testify, | 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 questionsat 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 | 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 FamilyPractioncr who

delivers babies pay $14,046 to do so (or about 1/2 of the totalpremium is for
obstetrical coverage).

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

Sincerely,

Mary A. Pierce
Executive Director

MAP/blb

Enclosure
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RATE CHANGES MJL HOSPITAL
1981 + 2.5% - 6.0%
1982 + 5.0% + 50%
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%

*Some specialties had class change providing larger increases:
Examples:
Family Practice doing O.B. +486% (Changed to Class 2B)
Emergency Medicine +,66% (Changed to Class 2A)
‘Increases for 1M/2M Ilimits were greater (approximately 125%)
V Potential increase' for MICA’s 1989 Tax liability Is 12.6% for
physicians and 10.5% for hospitals.
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February 13, 1990

Representative Dave Donley, Chairman
Labor and Commerce Committee
House of Representatives

State of Alaska

PO Box V

Juneau. Alaska 99811

Dear Chairman Donley:

| testified in front of the House Labor and Commerce Committee and was requested to
submit my comments in writing. Please share this written testimony with the other
committee members.

Chairman Donley and Committee members, | am Mary Pierce, Executive Director of MICA.
CSHB334 - Requiring insurance of outstanding judgement.

We wanted to make a few brief informational comments on this bill. We, like all insurance
companies, have underwriting requirements to write physicians. We do gather previous
claims experience and our Underwriting Manager and the Underwriting Committee may not
cover an applicant based upon that experience. In other words, we do not offer insurance
coverage to all applicants. If this bill is passed we wanted the committee to know that
physicians with an outstanding judgement may not be able to procure coverage and
therefore not able to practice.

CSHB336 - Medical Malpractice Advisory Panels.

We feel strongly that if current Medical Malpractice Advisory panels arc to work they
need to be comprised of experts, more importantly specialists who can understand the
technical medical procedures and make assessments that offer the judge and both parties
accurate medical conclusions.

We fight now to obtain the appropriate physicians specialist on a panel. It does no good
whatsoever to have a family practitioner on a panel where wc have technical complications
involving an orthopedic procedure. Wc feel that adding lay people to this panel would not
make it any better. In fact, the time the panel would need to review a case would increase
as the physicians would have to educate the lay people.

Wc ask you to not further dilute the credibility of the panel but in fact maintain it as an
"expert” advisory pan<M membcred with medical experts. Wc suggest that lay people have
a place in the system and that is on the jury. If you must put a lay person on the panel to
make sure the doctors play straight then please make them non-voting members on these
highly technical issues.



Medical Indemnity Corporation of Alaska

CSHB337 - Mandatory insurance requirements for hospitals.

Our comments here are similar to HB334. We do have underwriting requirements for
hospitals. Wcare concerned since we are the only company offering coverage in the state
to the rural hospitals that we may not chose to underwrite a hospital. We want the
committee to understand that we are unwilling to compromise our standards because the
strength and stability of those standards allow us to continue in business. We are not
interested in becoming a substandard market or acquiring risks that may lead to our
insolvency. It is our commitment to be here to write malpractice for the majority.

HB349 - Money from Medical Malpractice Revolving Loan Fund.

This fund  wasestablished to fund the operations of MICA. We have borrowed from it twice
and havean outstanding balance of S2,402,286 on the first note and $800,000 on the
second note. This fund has been important to us both in our original capitalization and
also as surplus. This surplus is critical when being reviewed by reinsurers because it

helps add stability to our small company. Needless to say, we are concerned about any
depletion to the fund.

HB350 - Matching Fund.

Wc are certainly supportive of the concept of a matching fund. We do have some questions
regarding this in legislation.

First of all, | believe | understand the intent of the formula but for the life of me, | can't
get it to work. Perhaps someone can explain it to me.

We are also curious as to a definition of the term "rural" as it applies tothebill.
Finally, we have some concerns if we are to administer thisfund.
1) The first is a potential restraint of trade problem that might occur by a
physician with another carrier being denied access to the fund. Itis at the very
least a potential conflict of interest.
2) Secondly, if wc do administer it we are concerned with the increase in
administrative costs to us. Our question is therefore one of developing a budget
and receiving compensation to administer the fund.

Again, we don't disagree in concept to the idea of a matching fund but do have questions
regarding the mechanics.

Thank you for your time. | will be happy to answer any questions.

Sincerely,

N
Executive Director
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MEMORANDUM February 20, 1990
SUBJECT: Alaska medical malpractice matching fund
HB 350
TO: Representative Dave Donley
.
FROM: Michael F. Ford A" *T~

Legislative Counsel

You have asked if creating the Alaska medical malpractice
matching fund raises .any constitutional problems. Under
Article VII, section 4, of the Alaska Constitution, the leg-
islature has a broad mandate to protect the public health.

I do not see that providing subsidized malpractice insurance
in order to ensure that medical services are available, vio-
lates the state constitution.

Please contact me if you have further questions.

MFF:pi
WKP2/065



TXIT'TIiT""\ Medical Indemnity
I"X X v~ijL CorporationofAlaska

ALEUT PLAZA
4000 0LD SEWARD I DVT., SUITE 203

ANCHORAGE, ALASKA 99503
(907)563-3414

April 2, 1990

Representative Peter Goll, Co-Chairman
House Judiciary Committee

House of Representatives

P..O. Box V

Juneau, AK 99S11

Dear Representative Goll:

There were several questions frommembers of the Judiciary Committee

regarding my testimony on March 29th. | feltthat it might be helpful if, as a
member of this committee, you received information answering all the
questions.

First of all, | appreciate your interest in both MICA and your concern for the
healthcare delivery system in the state. I have included information that
might prove useful in wunderstanding specific questions on how MICA  does
business and also, general information on physician demographics,

specifically on those delivering babies.
Informational Items

1.) A letter to the House Labor and Commerce Committee. This provides
information on where physicians practice, how many deliveries they
do, and if they arc insured. Included is a copy of the questionnaire that
was distributed to the 614 private practice physicians in the state that
wc used to develop these statistics.

2.) Another letter to Representative Donley, a 1990 MICA premium
schedule is enclosed.

3.) A schedule of rate changes since 1981.
4.) Response to questions about obstetrical claims to Department of
Health and Social Services. This should answer all questions regarding

loss experience.

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

Mary AN ’iercc
Executive Director



IX/FTf*""1A Medical Indemnity
Corporation of Alaska

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

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 frominformation

gathered on a questionnaire distributed by ASMA to privatepractice
physicians in the state.

The information follows:
Family or General Practitioners doing Obstetrics

Fewer than

in 10-20 21--0 41.1inn  ini-2nn
Anchorage * 1 6
Fairbanks 4 [
Kenai Peninsula > -i 1
South East 1 J 6 3 |
North i--

* - Anchorage includes Mat-Su Valley

"" - covered by Federal Government

General Surgeons (C-Section only)

Fewer than
in in.2n ?i.-tn -ii-mo 101-200 over 2no



O bstetricians
Fewer than

10 10-20 21-40 41-100 101-200 over 200
Anchorage Jrx 2 11 3
Kenai Peninsula 1
Fairbanks 4

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

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

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

Dsliycring_Qr Had Been Delivering. Babies Not Doing Deliveries

Total 131 190

Uninsured 27 or 20.6% 21 or 11%

Uninsured Located 14 - Anchorage 14 - Anchorage
7 - Kenai Peninsula 4 + Kenai Peninsula
2 - Fairbanks 3 - Southeast
2 - North
2 - Southeast

Stopped Coverage

before 1987 6

% of Gross Income willing to Pay

Minimum 5% 0

Maximum 25%

Average 10% 5-10%

No Longer Delivering
Babies 42 * or 32%

* - 33 doctors in the insured group were no longer delivering babies ajl 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.

Sincerely,

Mary A/'Pierce
Executive Director, MICA



A laska S tate M e dical A ssociation

4107 Laurel Street Ancnorage, Alaska 99508 (907)562-2632 (Fax) 561-2063

December 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 worid.

The information will be kept confidential. Itis important that you realize
that your name or even the coding will oniv be known to two or three members of
the ASMA staff. Secondly, the information you provide should be flexible. You
may add more data than is questioned. We want this information to be interactive
SO "ou feel you have a part in deriving this survey. Make it as specific as
you want to: give us your thoughts.

The code in the right hand comer is in three pans. The first pan: G =
Group, S = Solo (single practioner). The 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. The tliird pan is location and thatis: N =
Nonh. 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 | could offer a prize or an incentive for completing this survey. The
best | have to offer is our thanks and to tell you that you are faking pan in
some of the most imponant issues that we, as organized medicine, tace today.
Thank you for helping.

RAH/jlw



LIABILITY INSURANCE SURVEY

1. Do younow cany medical liability insurance? Yes No

Ifyes, how long?

With what carrier?

Tfno, when did you cancel?
Do you contemplate not carrying it in the near future, i.e. within the year? Yes No

Ifyou don't carry insurance: Is this a philosophical choice (i.e., you don't believe in it; if
you don't have ityou won't get sued, etc.) Yes No
Is this economic, or because of orh”r factors that have forced your choice? Yes No

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

3. What isyour opinion as to a "fair" liability 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

Ifyes, how many peryear?

What 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 factor? Yes No

6. Ifthere 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'l and return the survey in the enclosed enveloge. Thank you.*



December 29, 1989

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 | was asked to have an "informal" chat with the committee.
Since | wasn't prepared totestify, | gave you some estimated premium figures
and promised to follow up with exact rate information.

MICA's 1990Premium 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
majorityof our phsicianpolicyholders have limits 5500,000 per claim,
51.000.000 aggregate. Physicians delivering babies are Class 3 on the schedule.
Assuming a physician had policy Ilimits of S500,000/1,000.000 and had been
insured with MICA for five or more years his premium for 1990 would be
S$30.162. (This is about 520.000 less than | quoted to you.)

Another question is the difference in premium between a Family Practioner
doing obstetrics and those who were not. Assuming the same sccnerio as above
and that the Family Practioncr not doing obstetrics was doing minor surgery
the difference would be 51%1.046. In other words, the Family Practioner who
delivers babies pay S14.046to doso (or about 1/2 of the total premium is for
obstetrical coverage).

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.

Sincerely.

Mary A. Pierce
Executive Director

MAP/blb

Enclosure



