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IN THE HOUSE BY THE LABOR & COMMERCE COMMITTEE
CS FOR HOUSE BILL NO. 349 (L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA 
SIXTEENTH LEGISLATURE - SECOND SESSION

A BILL
For an Act entitled: "An Act making a special appropriation to the Alaska

medical malpractice matching fv.nd for medical mal­
practice insurance premiums; and providing for an >
effective date.”

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. The sum of $500,000 is appropriated to the Alaska medical

malpractice matching fund (AS 21.88.310), from unexpended and unobligated 
funds repaid to the medical malpractice liability revolving loan fund 
(AS 21.88.210), for the purpose of paying medical malpractice insurance 
premiums.

* Sec. 2. The unexpended and unobligated balance of the appropriation 
made by this Act lapses into the general fund July 1, 1993.

* Sec. 3. This Act takes effect on the effective date of the section of 
an act enacted by the Sixteenth Alaska State Legislature that establishes 
the Alaska medical malpractice matching fui.d (AS 21.88.310).

-1- CSHB 349(L&C)



h o u s e  l a b o r  a n d  c o m m e r c e  c o m m it t e e
ALASKA STATE LEGISLATURE P.O. BOX Y, JUNEAU 99811

(907) 465-3892

November 23,  1989

M E M O R A N D U M

To: Members, House Labor and Commerce Committee

From: Representat ive Dave Donley, Chair
House Labor and Commerce Committee

Re: HB 349 - Appropriation f o r  the Alaska Medical
Malpract ice  Matching Fund

HB 349 appropria tes  $500,000  from the medical m alpract ic e  l i a b i l i t y  
revolving loan fund (AS 2 1 . 8 8 . 2 1 0 )  to the Alaska Medical Malpract ice 
Matching Fund e s ta b l i s h e d  in HB 350.  The matching fund c o n s is t s  of 
appropria t ions  by the l e g i s l a t u r e  and i s  administred by th e  Medical 
Indemnity Corporation of  Alaska (MICA).

The i n i t i a l  $500,000  ap p ro p ria t io n  wi l l  fund the f i r s t  few years  of  the 
program although subsequent l e g i s l a t i v e  a ppropria t ions  may be necessary.  
Section 2 of the b i l l  i s  a f iv e  y e a r  "sunset" clause  providing t h a t  the 
unexpended and unobligated balance of the a p p ropria t ion  lapses  in to  the 
general  fund on Ju ly  1, 1995.

MICA r e p r e s e n ta t iv e s  w il l  t e s t i f y  on HB 349 and 350 during our November 29 
and 30 publ ic  hearings.  A L e g is la t iv e  Budget and Audit r e p o r t  on the 
medical m alpract ice  revolving loan fund is  included in your committee f i l e .

dd/gbi 89 
b/hb349



BUDGET AND AUDIT COMMITTEE

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

J UDU U \ZS u uu u
THE LEGISLATURE

Chairmen of the Standing 
Committees

Randy S. Welker 
Legislative Auditor 
Divisic' of Legislative A&dit
Release of Audits

On June 9, 1989, the Legislative Budget and Audit Committee 
approved for release to the public the enclosed audit re­
port (s) which may be of interest to your Committee.
If you have any questions on the report(s), please contact 
our office (465-3830).

Enclosure(s)



Introduced: 5/6/89
Referred: Labor & Commerce
Judiciary and Finance

6-1381A

1
2
3
4
5

Funding Informatio' 
General Fund $500,u%/0 
Other Funds -0-

$500,000

IN THE HOUSE BY DONLEY AND GRUENBERG
HOUSE BILL NO. 349 

IN THE LEGISLATURE OF THE STATE OF ALASKA 
SIXTEENTH LEGISLATURE - FIRST SESSION 

A BILL
6 For an Act entitled: "An Act making a special appropriation to the Alaska
7 medical malpractice matching fund for medical mal-
8 practice insurance premiums; and providing for an
9 effective dato."

10 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
11 * Section 1 . The sum of $5 0 0 ,0 0 0  is appropriated to the Alaska medical
12 malpractice matching fund (AS 2 1 . 8 8 . 31 0 ) ,  from unexpended and unobligated
13 funds repaid to the medical malpractice liability revolving loan fund
14 (AS 2 1 . 8 8 .2 1 0 ) ,  for the purpose of paying medical malpractice insurance
15 premiums.
16 * Sec. 2 . The unexpended and unobligated balance of the appropriation
17 made by this Act lapses into the general fund July 1 , 19 95 .

18 * Sec. 3 . This Act takes effect on the effective date of the section of
19 an act enacted by the Sixteenth /1iska State. Legislature that establishes
20 the Alaska medical malpractice j. ning fund (AS 2 1 .8 8 . 3 1 0 ).

HB0349A - 1- HB 349



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

Audit Control Number 
08-1361-89-R

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 Ik 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. If the financial statements present fairly the finan­

cial position, results of operation, and changes in
financial position for the fiscal years ended June 30, 
1988 and 1987.

2. The division's compliance with applicable state
statutes and regulations governing the fund's fiscal 
activities.

S T A T E  O F  A L A S K A - 1 - D I V I S I O N  O F  L E G I S L A T I V E  A U D I T



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 insurance 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 che 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 interest shall be paid on the 
outstanding balance at a rate equal to 11 a year. These 
loans shall be repaid in annual installments of at least 251 
of the excess of premiums earned over the total of claims, 
reserves, expenses, and assessments made by the association, 
if any. If MICA is 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 6%.
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 unable to procure reinsurance during 
FY 87. Therefore MMRLF made an additional loan of 
$2,000,000. 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.

S T A T E  O F  A L A S K A - 3 - D I V I S I O N  O F  L E G I S L A T I V E  A U D I T



FINDING AND RECOMMENDATION

Recommendation No. 1
The Department of Commerce and Economic Development should 
account for all related Medical Malpractice Revolving Loan 
Fund activity.
The Department of Commerce and Economic Development is 
accounting for interest revenue received on MMRLF's Division 
of Insurance-owned loan in one of the division's general 
fund collocation codes.
Although the interest should be credited to the General Fund 
as stated in the Notes to the Financial Statements, proper 
accounting and disclosure of the fund's activity requires 
that interest revenue initially be recorded in the fund. In 
a subsequent transaction or transactions, the revenue should 
then be transferred to the General Fund. Unless this entry 
or entries are done, revenues and expenses of the fund will 
be materially understated, and the financial statements will 
not reflect the true activity of the fund.
We recommend the department change their current procedures 
and coordinate with the Department of Administration, 
Division of Finance to ensure full disclosure is made of the 
fund's activity in its financial statements.

S T A T E  O F  A L A S K A - 5 - D I V I S I O N  O F  L E G  I S L A T I  V C  A U D I T



vr/ AUDIT DIVISION 
P.O. BOX W
JUNEAU. ALASKA 99811-3300THE LEGISLATURE

BUDGET AND AUDIT COMMITTEE /
February 15, 198

Members of '‘he 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, 
expenses, 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 audit.
We conducted our audit in accordance with generally accepted 
auditing standards. Those standards require that we plan 
and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial 
statement presentation. We believe that our audit provides 
a reasonable basis for our opinion.
In our opinion, the financial statements referred to above 
present fairly, in all material respects, the financial 
position of the Medical Malpractice Revolving Loan Fund as 
of June 30, 1988 and 1987, and the results of its operations 
and its changes in financial position (cash basis) for the 
years then ended in conformity with generally accepted 
accounting principles.

, CPA
Legislative Auditor 
Division of Legislative Audit

- 7 -



STATE OF ALASKA 
DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT 

DIVISION OF INSURANCE 
MLDICAL MALPRACTICE REVOLVING LOAN FUND 

COMPARATIVE BALANCE SHEET 
June 30, 1988 and 1987

Assets
Cash
Loans Receivable 

Total Assets

1988 1987

$1,400,000 $1, 000,0001,600,000 2, 000,000
$3,000,000 $3, 000.000

Fund Equity
Contributions From General Fund $3.000.000 $3.000.000

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

S T A T E  O F  A L A S K A - 9 - D I V I S I O N  O F  L E G I S L A T I V E  A U D I T



STATE OF ALASKA 
DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT 

DIVISION OF INSURANCE 
MEDICAL MALPRACTICE REVOLVING LOAN FUND 

COMPARATIVE STATEMENT OF CHANGES IN FINANCIAL POSITION
(CASH BA^lST

For the Fiscal Years Ended June 30, 1988 and 1987

1988 1987
Resources Provided

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

$ 107,574 
-0- 

400,000
$ 60,164 
3,000,000 

-0-
Total Resources Provided 507,574 3,060,164
Resources Used

Transfers To Other Funds 
Increase in Loans Receivable

107,574
-0-

60,164
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.

S T A T E  O F  A L A S K A - 1 1 - D I V I S I O N  O F  L E G I S L A T I V E  A U D I T



DEPARTM ENT OF COMMERCE & /  P.O. BOX D

ECONOMIC DEVELOPMENT /
OFFICE OF THE COMMISSIONER

April 25,  1989

Mr. Randy S. Welker 
L e g is la t iv e  Auditor 
Division of  L e g is la t iv e  Audit 
P.O. Box W
Juneau, AK 99811-3300 

Dear Mr. Welker:

I have received a copy of your "Confidential"  prel im inary au d i t  
r e p o r t  on:

"A Report on the Department of Commerce and 
Economic Development, Division of Insurance,
Medical Malpractice  Revolving Loan Fund, fo r  the 
Fiscal  Years Ended June 30,  1988 and 1987."

I concur with the recommendation made regarding the  accounting of 
i n t e r e s t  received on the d i v i s i o n ' s  loan.  Procedures wil l  be 
changed to  r e f l e c t  the r e c e i p t  of i n t e r e s t  in to  the loan fund and a 
subsequent t r a n s a c t i o n  wil l  t r a n s f e r  the i n t e r e s t  to the General 
Fund. The department's  Division of Adminis tra t ive  Servic es,  which 
processes these i n t e r e s t  payments, wil l  coordinate  the procedural  
change with the Division of Finance.

I would l i k e  to take t h i s  oppor tunity to compliment your s t a f f  on 
t h e i r  e f f o r t s  and for  the smoothness with which the a u d i t  was 
conducted.

S incere ly ,

Larry M erculieff  
Commissioner

LM/wfs0315q
42589a

08-H2LH - 1 3 -
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STATE OF ALASKA 
DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT 

DIVISION OF INSURANCE 
MEDICAL MALPRACTICE REVOLVING LOAN FUND 

COMPARATIVE BALANCE SHEET 
June 3 0, "T9'88""and "T98 7

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

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

S T A T E  O F  A L A S K A - 9 - D I V I S I O N  O F  L E G I S L A T I V E  A U D I T



STATE OF ALASKA 
DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT 

DIVISION OF INSURANCE 
MEDICAL MALPRACTICE REVOLVING LOAN FUND 

COMPARATIVE STATEMENT OF REVENUES, EXPENSES, AND 
CHANGES IN FUND EQUITY

For the Fiscal Years Ended June 30, 1988 and 1987

Revenues
1988 1987

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

Expenses -0- -0-

Net Income 107,574 60,164

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

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

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

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

S T A T E  O F  A L A S K A - 1 0 - D I V I S I O N  O F  L E G I S L A T I V E  A U D I T



STATE OF ALASKA 
DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT 

DIVISION OF INSURANCE 
MEDICAL MALPRACTICE REVOLVING LOAN FUND 

COMPARATIVE STATEMENT OF CHANGES IN FINANCIAL POSITION
(c a s h b a s rgy

For the Fiscal Years Ended June 30, 1988 and 1987

1988 1987
Resources Provided
Net Income
Decrease in Due From Other Funds 
Decrease in Loans Receivable

$ 107,574 
-0- 

400,000
$ 60,164 
3,000,000 

-0-

Total Resources Provided 507,574 3,060,164

Resources Used
Transfers To Other Funds 
Increase in Loans Receivable

107,574
-0-

60,164
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.

S T A T E  O F  A L A S K A - 1 1 - O l V I S I O N  O F  L E G I S L A T I V E  A U D I T



STATE OF ALASKA 
DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT 

DIVISION OF INSURANCE 
MEDICAL MALPRACTICE REVOLVING LOAN FUND 

NOTES TO THE FINANCIAL STATEMENTS 
For the Fiscal Years Ended June 30, 1988and 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 are recognized when incurred.
Note 2 - Loan Information
There is currently one loan of $3,000,000 outstanding which
has been purchased by the Department of Revenue. The loan
has an indefinite repayment period at an interest rate of
11. The Medical Indemnity Corporation of Alaska (MICA) must
pay a late charge of kl 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 by the 
corporation reducing the 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 61. MICA must pay a late charge of 4% 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 the aggregate 
$6,000,000 allowable by AS 21.88.210(b)(2).
Note 3 - Interest Receipts
The Medical Malpractice Revolving Loan Fund (MMRLF) does not 
retain any of the interest receipts as revenue to the fund. 
Alaska Statute 21.88.210-.900 which established the fund, 
requires that repayments of principal be credited to the 
fund but is silent as to the treatment of interest. It is 
the Division of Insurance's position that the original 
intent of MMRLF was not to retain interest receipts, but 
rather that they be forwarded to the General Fund for 
reappropriation by the Legislature.

S T A T E  O F  A L A S K A - 1 2 - O I V I S I O N  O F  L E G I S L A T I V E  A U D I T
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DEPARTM ENT OF COMMERCE & 
ECONOMIC DEVELOPMENT

OFFICE OF THE COMMISSIONER

April 25,  1989

STEVE COWPER, GOVERNOR

P. . • SOX D
JUNEAU, ALASKA 99811-0800 
PHONE: (907) 465-2500

' - M W  -1 1989

Mr. Randy S. Welker 
L e g is la t iv e  Auditor 
Division of L e g is la t iv e  Audit  
P.O. Box W
Juneau, AK 99811-3300 

Dear Mr. Welker:

I have received a copy of  your "Confidential"  prel im inary  a u d i t  
r e p o r t  on:

"A Report on th e  Department of Commerce and 
Economic Development, Division of Insurance,
Medical Malpract ice Revolving Loan Fund, for  the 
Fiscal  Years Ended June 3 0 ,  1988 and 1987."

I concur with the recommendation made regarding the  accounting of 
i n t e r e s t  received on the d i v i s i o n ' s  loan.  Procedures wil l  be 
changed to r e f l e c t  the r e c e i p t  of i n t e r e s t  i n t o  the loan fund and a 
subsequent t r a n s a c t i o n  w il l  t r a n s f e r  the i n t e r e s t  to  the General 
Fund. The department's  Division  of  Administ rat ive Servic es,  which 
processes  these  i n t e r e s t  payments, will  coordinate  the procedural  
change with the  Division of Finance.

I would l i k e  to  take t h i s  opportunity  to  compliment your s t a f f  on 
t h e i r  e f f o r t s  and f o r  the smoothness with which the a u d i t  was 
conducted.

LM/wfs0315q
42589a

S in cere ly ,

s j h —

Larry Merculie'ff 
Commissioner

0S-H2LH - 1 3 -



Alaska State Legislature

Legislative Research Agency
P.O. Box Y 

•JunsMU, AK 9»SU-3lQi) 
Phone: (907) IH.V399I 
Fax: (907) tfl3.33.M

November 15, 1989

MEMORANDUM

TO: Representat ive Dave Donley

ATTN: Ginger Bairn

FROM: P a t r i c i a  YoungW
L e g is la t iv e  Analyst

RE: Medical Malpractice Insurance Premiums
Research Request 90.124

You asked t h i s  agency to  a s cer ta in  whether any s t a t e s  have passed or  are 
considering l e g i s l a t i o n  which would p r o h ib i t  in su rers  from c l a s s i f y in g  
physic ians  into more than four groups for  the purposes of determining medical 
m alpract ice  l i a b i l i t y  premiums. You also  wished to  know the  number of  
c l a s s i f i c a t i o n s  used by in su rers  f o r  Alaska physicians; th e  average cos t  o f  

. l i a b i l i t y  insurance f o r  each c la s s  o f  physicians; and the estimated average 
•cost  i f  c l a s s i f i c a t i o n s  were l im i ted  to  four .

In a d d i t io n ,  you asked i f  any s t a t e s  besides Arizona have adopted or are 
considering l e g i s l a t i o n  which would create  a matching fund to  pay a portion of  
the cost  o f  medical malpractice l i a b i l i t y  insurance premiums for  physic ians .  
You also wished to know how such laws are s t r u c t u r e d ,  i . e . ,  whether a s s i s ta n c e  
is  l im i te d  to c e r ta in  physician s p e c i a l t i e s ,  and whether a s s i s ta n c e  i s  based 
on a "s l id in g  scale" of need or on a f l a t  amount.

Limiting C la s s i f i c a t i o n s  of  Physicians

The l im i t in g  of c l a s s i f i c a t i o n s  of physicians has been suggested by the  
National Insurance Consumer Organization (NICO) as a way of spreading the  cost  
of malpract ice insurance across a broader base of payees. This is  one of  
several  changes suggested by Robert Hunter, NICO p re s id e n t .  (See Attachment 
A, "How to  Solve the Medical Malpractice C r i s i s . " )  Neither  Bob Boerner, o f  
the  National Council of Sta te  Le gis la ture s  (NCSL), nor Carol B r ier ly  Golin, 
e d i t o r  of  the Medical Liability Monitor, which t ra cks  s t a t e  l e g i s l a t i o n  in t h i s  
area ,  are aware of any s ta t e s  which have enacted or are considering such 
l e g i s l a t i o n .
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Representative Donley November 29, 1989 Page 3

q u a l i f i c a t i o n ,  and no f in a n c ia l  need must be demonstrated on the par t  o f  the 
phy s ic ian s .  The major c r i t e r i a  f o r  q u a l i f i c a t i o n  i s  th a t  a physic ian  p r a c t ic e  
in  a ru ra l  area .  The fund i s  used to subsidize  the d i f f e r e n c e  between premiums 
which include o b s t e t r i c a l  c a r e  coverage and premiums without such coverage, for  
gynecologis ts  and general  p r a c t i t i o n e r s .  The maximum subsidy per physician is  
$ 3 0 ,0 0 0 .  Despite the informal nature of the requirements ,  only seven 
physic ians  are c u r r e n t ly  re c e iv in g  t h i s  a s s i s ta n c e .

Arizona has recen t ly  passed l e g i s l a t i o n  to  appropriate $19 5 ,0 00  from the s t a t e  
general  fund to be used f o r  f in a n c ia l  ass is ta n c e  to phys ic ians  who provide 
o b s t e t r i c a l  services  in r u r a l  areas  i d e n t i f i e d  as o b s t e t r i c a l 1 y  underserved. 
Family physicians  who perform fewer than 50 d e l i v e r ie s  per y e a r  are e l i g i b l e  
t o  rece ive  up to $5 ,000  per year; family physicians who perform more than 50 
d e l i v e r i e s  per year  are  e l i g i b l e  to  receive  up to $10,000  per year; o b s t e t r i ­
c ians  are a lso  e l i g i b l e  to  rece ive  up to  $10,000 per year .

North Carolina l a s t  y e a r  ap propriated  $240,000 to  provide a s s i s ta n c e  to 
o b s t e t r i c i a n s  and family p r a c t i c e  physicians who provide prenatal  and 
o b s t e t r i c a l  services  in areas  of the  s t a t e  t h a t  are underserved in t h i s  regard.  
Regulations require  t h a t  q u a l i fy in g  physicians  may not refuse  care  to  p a t ie n ts  
based on t h e i r  a b i l i t y  to  pay. According to 8ob Burns, a s s i s t a n t  d i r e c t o r  of 
government a f f a i r s ,  North Carolina S ta te  Medical Society,  the fund subsidizes  
th e  d i f f e r e n c e  between premiums with o b s te t r i c a l  care coverage and premiums 
w ithout  such coverage, with a maximum subsidy of $6,500;per physic ian.  Funding 
has-been continued at  th e  .same level f o r  the current  year .  Mr. Burns noted 
t h a t  because the s t a t e  has one of the highest  in fa n t  m o rta l i ty '  r a t e s  in the 
n a t i o n ,  proponents of t h i s  program are urging the l e g i s l a t u r e  to increase  the 
ap p r o p r ia t io n  so t h a t  more physicians can p a r t i c i p a t e .

In Montgomery County, Maryland, o b s t e t r i c i a n s  are considered p a r t - t im e  county 
employees and are covered by the county 's  l i a b i l i t y  insurance when t r e a t in g  
p a t i e n t s  r e fe r r e d  by th e  county.  Physicians are covered by t h e i r  own insurance 
when t r e a t i n g  pr iv a te  p a t i e n t s .  This program helps assure access to  care for 
the medical ly  i n d i g e n t - - p a t i e n t s  who are frequently more high r i s k  due to lack 
of  prenatal  care .  According to  Ken He!and, a s socia te  d i r e c t o r  of  the  American 
College of O b s te tr ic ia n s  and Gynecologists and head of the Department of 
Professional  L i a b i l i t y ,  in Maryland, insurance premiums are based p a r t i a l l y  on 
th e  number of d e l i v e r i e s  physic ians  perform. Premiums fo r  p r i v a t e  p rac t ice  
have dropped because d e l i v e r i e s  performed for  county p a t ie n ts  are not counted 
in l i a b i l i t y  c a lc u la t io n s .

Copies of the Arizona and North Carolina b i l l s  are included in Attachment D. 
I hope you find t h i s  information u s e fu l .

Attachments
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The Medical Indemnity Corporation o f  Alaska (MICA), which insures  approximately 
50 percent o f  Alaska's physic ians ,  groups them into  seven c l a s s e s .  As you will  
observe from MICA's current  coverage and premium schedules (Attachment B), 
various f a c t o r s  determine c o s t .  Averaging the cost  of  l i a b i l i t y  insurance per 
c l a s s i f i c a t i o n  i s  possible;  however, according to  Art Stanford,  MICA 
underwriting manager, such averaging will  not r e f le v /  the  actual  experience of 
Alaska p hys ic ians .  Mr. Stanford es timates  t h a t ,  by f a r ,  the g r e a t e s t  number 
o f  physic ians  are in the lower c l a s s i f i c a t i o n s ,  and he i s  unable to estimate 
th e  e f f e c t  o f  l im i t in g  c l a s s i f i c a t i o n s .

The Medical Insurance Exchange of C a l i fo rn ia  (MIEC) in su r e s  th e  next g r e a t e s t  
percentage o f  Alaska's  physic ians ,  with approximately 21 p e rc e n t .  This company 
groups phys icians  into ten c l a s s e s .  A copy of  MIEC's c u r r e n t  coverages and 
premiums schedules is  Attachment C. According to Barbara Barnet t ,  a s s i s t a n t  
underwriting manager, averaging actual  premiums paid for  each c la s s  would not 
be meaningful; averaging the co s t  per physician i f  c l a s s e s  were l im ited  to four  
would l ikew ise  not produce meaningful information.

Such a change would r e s u l t  in le ss  v a r ia t io n  in premiums and would spread the 
co s t  of  malpract ice  insurance across a broader base of payees; however, both 
Mr. Stanford and Ms. Barnett  noted t h a t  a la r g e  number o f  physic ians  in low 
r i s k  p r a c t i c e  would be d i s s a t i s f i e d  a t  subsidiz ing  those  in high r i s k  p r a c t i c e ,  
and they questioned the e f f ic a c y  of  the s t a t e ' s  l im i t in g  c l a s s e s  with such a 
r e l a t i v e l y  small pool o f  physician’s . 1 Ms. Barnet t  a lso  commented t h a t  such 
l e g i s l a t i o n  could adversely a f f e c t  insurance a v a i l a b i l i t y  because c a r r i e r s  
might leave th e  s t a t e .

Obstetrical Care Incentive Programs
According to  Ms. Golin, Hawaii, Arizona, and North Carolina  have e s ta b l i s h e d  
funds to a s s i s t  c e r t a i n  physicians  with l i a b i l i t y  insurance  premiums. Programs 
vary, but in each case the emphasis is  on a s s i s ta n c e  f o r  phys ic ians  who perform 
o b s t e t r i c a l  s e rv ic e s .  A r e l a t e d  program has also  been i n i t i a t e d  at  the 
municipal level  in Montgomery County, Maryland.

Hawaii was th e  f i r s t  s t a t e  to  provide a s s i s ta n c e  of t h i s  kind. According to  
Becky Kendral l ,  a s s i s t a n t  executive d i r e c t o r  of  the Hawaii Medical Association,  
the s t a t e  l e g i s l a t u r e  in 1986 appropriated $ 1 2 5 - $ 1 5 0 ,000 to subsidize  those 
physicians  in r u r a l  areas vho perform o b s t e t r i c a l  s e r v ic e s .  Applying 
physic ians  must submit copies of  t h e i r  insurance premiums, information on the 
number of  Medicaid cases handled, and v e r i f i c a t i o n  of th e  annual number of 
d e l i v e r i e s  performed. Ms. Kendrall noted t h a t  the requirements are "quite 
informal." No s p e c i f i c  percentage o f  indigent  care is  necessary f o r

Although 905 physicians hold a c t iv e  l ic e n se s  in the s t a t e ,  fewer may be 
p r a c t i c i n g .
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Original sponsor(s): REP. DONLEY, Gruenberg, Boyer

IN THE HOUSE BY THE LABOR & COMMERCE COMMITTEE
CS FOR HOUSE BILL NO. 350 (L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA 
SIXTEENTH LEGISLATURE - SECOND SESSION

A BILL
For an Act entitled: "An Act relating to the medical malpractice revolving

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

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

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

* Sec. 2. FINDINGS AND PURPOSE. (a) The legislature finds that
(1) it is in the best interest of the state that physicians be

insured in order to provide adequate compensation in cases of medical
malpractice and to ensure that physicians providers are not required to 
bear unreasonable financial risks imposed by an uninsured claim;

(2) due to the cost of medical malpractice insurance some physi­
cians have chosen to become uninsured, which exposes the physician and
patients to unreasonable risk, forces some physicians to cease their med­
ical practice, and also acts as a general disincentive to practicing medi­
cine in the state;

(3) the number of physicians in the state on a per capita basis 
is among the lowest in the nation, particularly in the rural areas, and 
that the shortage of physicians is increasing; and |

(A) in rural areas of the state the high cost of medical mal- ! 
practice insurance poses a serious threat to public health and safety.

(b) It is the purpose of this Act to provide immediate and substan­
tial relief to physicians by making adequate malpractice insurance avail­
able, while the legislature continues to develop legislation intended to

-1- CSHB 350(L&C)
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reduce t.he cost of medical malpractice insurance.
* Sec. 3. AS 21.88.210(b) is amended to read:

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

(1) to provide surplus in respect to policyholders that 
[WHICH] may not exceed a total of $3,000,000 outstanding at any time; 
these obligations shall be subordinated to all other obligations of 
the corporation; loans made under this paragraph shall be repaid to 
the fund in annual installments of c.t least 25 percent of the excess
of premiums earned over the total of claims, reserves, expenses, and
assessments made by the association, if any; interest may not be 
charged [SHALL BE PAID] on the outstanding balance [AT A RATE EQUAL TO 
SEVEN PER CEFr A YEAR];

if the director determines that the corporation is 
unable to procure reinsurance from a private casualty insurer or 
reinsurer for any liability incurred by contracts issued by it, addi­
tional loans up to an aggregate of $6,000,000 when taken together with 
loans made under (1) of this subsection to compensate for fluctuations 
in loss experience; loans made under this paragraph shall be in parity 
with n i l  other obligations of the corporation except that they shall 
be subordinated to obligations of policyholders and claimants for 
indemnity of loss; these loans shall be repaid within five yearsj_ 
interest may not be charged on the outstanding balance [AT AN ANNUAL
INTEREST RATE OF SIX PER CENT].

* Sec. 4. AS 21.88 is amended by adding a new section to article 3 to 
read:

Sec. 21.88.310. MEDICAL MALPRACTICE MATCHING FUND. (a) The 
Alaska medical malpractice matching fund is established within the j 

CSHB 350(L&C) -2- !



Department of Commerce and Economic Development. The fund consists of 
legislative appropriations.

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

(c) A physician who purchases at least the minimum malpractice 
insurance policy offered by the corporation is eligible to receive a 
payment from the fund. The amount a physician is eligible to receive 
is equal to a percentage of that portion of the physician's annual 
malpractice insurance premium that provides coverage for obstetrics 
and gynecology as follows:

(1) 10 percent, if the physician practices in an urban
area;

(2) 50 percent, if the physician practices in a rural area 
and acts as the attending physician in 20 or more births a year;

(3) 100 percent, if the physician practices in a rural area 
and acts as the attending physician in at least one but fewer than 20 
births a year, or provides prenatal care to at least one but fewer 
than 20 patients a year.

(d) If a physician eligible to receive a payment under (c) of 
this section practices in both a rural and an urban area, the amount 
the physician receives shall be prorated under guidelines established 
by the corporation. The corporation may not pay an insurance sur­
charge imposed on a physician's medical malpractice insurance.

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

(f) The state shall indemnify the corporation for any legal 
costs, attorney fees, or judgments that result from the administration

-3- CSHB 350(L&C)
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or operation of the fund.
(g) In this section,

(1) "hospital" has the meaning given in AS 18.20.210;
(2) "physician" means a person licensed to practice medi­

cine under AS 08.64;

(3) "rural area" means an area located 60 or more miles 
from a hospital;

(4) "urban area" means an area located less than 60 miles 
from a hospital.

* Sec. 5. AS 21.88.310 is repealed July 1, 1993.
* Sec. 6. This Act takes effect immediately under AS 01.10.070(c).

CSHB 350(L&C) -4-
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Original sponsor(s): REP. DONLEY, Gruenberg, Boyer

IN THE HOUSE BY THE LABOR & COMMERCE COMMITTEE
CS FOR HOUSE BILL NO. 350 (L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA 
SIXTEENTH LEGISLATURE - SECOND SESSION

A BILL
For an Act entitled: "An Act relating to the medical malpractice revolving

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

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. SHORT TITLE. This Act may be known as the Alaska Child­

birth Care Incentive Act.
* Sec. 2. FINDINGS AND PURPOSE. (a) The legislature finds that

(1) it is in the best interest of the state that physicians be 
insured in order to provide adequate compensation in cases of medical 
malpractice and to ensure that physicians providers are not required to 
bear unreasonable financial risks imposed by an uninsured claim;

(2) due to the cost of medical malpractice insurance some physi­
cians have chosen to become uninsured, which exposes the physician and 
patients to unreasonable risk, forces some physicians to cease their med­
ical practice, and also acts as a general disincentive to practicing medi­
cine in the state;

(3) the number of physicians in the state on a per capita basis 
is among the lowest in the nation, particularly in the rural communities, 
and that the shortage of physicians is increasing; and

(4) in rural communities of the state the high cost of medical 
malpractice insurance poses a serious threat to public health and safety.

(b) It is the purpose of this Act to provide immediate and substan­
tial relief to physicians by making adequate malpractice insurance avail­
able, while the legislature continues to develop legislation intended to

-1- CSHB 350(L&C)
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reduce the cost of medical malpractice insurance.
* Sec. 3. AS 21.88.210(b) is amended to read:

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

(1) to provide surplus in respect to policyholders that 
[WHICH] may not exceed a total of $3,000,000 outstanding at any time; 
these obligations shall be subordinated to all other obligations of 
the corporation; loans made under this paragraph shall be repaid to 
the fund in annual installments of at least 25 percent of the excess 
of premiums earned over the total of claims, reserves, expenses, and 
assessments made by the association, if any; interest may not be 
charged [SHALL BE PAID] on the outstanding balance [AT A RATE EQUAL TO 
SEVEN PER CENT A YEAR];

(2) if the director determines that the corporation is 
unable to procure reinsurance from a private casualty insurer or 
reinsurer for any liability incurred by contracts issued by it, addi­
tional loans up to an aggregate of $6,000,000 when taken together with 
loans made under (1) of this subsection to compensate for fluctuations 
in loss experience; loans made under this paragraph shall be in parity 
with all other obligations of the corporation except that they shall 
be subordinated to obligations of policyholders and claimants for 
indemnity of loss; these loans shall be repaid within five years_£ 
interest may not be charged on the outstanding balance [AT AN ANNUAL 
INTEREST RATE OF SIX PER CENT].

* Sec. 4. AS 21.88 is amended by adding a new section to article 3 to 
read:

Sec. 21.88.310. MEDICAL MALPRACTICE MATCHING FUND. (a) The 
Alaska medical malpractice matching fund is established within the 

CSHB 350(L&C) -2-



Department of Commerce and Economic Development. The fund consists of 
legislative appropriations.

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

(c) A physician who purchases at least the minimum malpractice 
insurance policy offered by the corporation is eligible to receive a 
payment from the fund. The amount a physician is eligible to receive 
is equal to a percentage of that portion of the physician's annual 
malpractice insurance premium that provides coverage for obstetrics 
and gynecology as follows:

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

(2) 50 percent, if the physician practices in a rural 
community and acts as the attending physician in 20 or more births a 
year;

(3) 100 percent, if the physician practices in a rural 
community and acts as the attending physician in at least one but 
fewer than 20 births a year, or provides prenatal care to at least one 
but fewer than 20 patients a year.

(d) If a physician eligible to receive a payment under (c) of
this section practices in both a rural and an urban community, the
amount the physician receives shall be prorated under guidelines 
established by the corporation. The corporation may not pay an insur­
ance surcharge imposed on a physician's medical malpractice insurance.

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

(f) The state shall indemnify the corporation for any legal
-3- CSHB 350(L&C)



costs, attorney fees, or judgments that result from the administration 
or operation of the fund.

(g) In this section,

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

(2) "rural community" means a community with less than 
5,000 permanent residents and less than 10,000 permanent residents 
within a radius of 20 miles from the U.S. Post Office nearest to the 
center of the community;

(3) "urban community" means a community with 5,000 or more 
permanent residents or 10,000 or more permanent residents within a 
radius of 20 miles from the U.S. Post Office nearest to the center of 
the community.

* Sec. 5. AS 21.88.310 is repealed July 1, 1993.
* Sec. 6. This Act takes effect immediately under AS 01.10.070(c).

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

(907) 465-3892

November 23 ,  1989

M E M O R A N D U M

To: Members, House Labor and Commerce Committee

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

Re: HB 350 - Alaska Medical Malpractice Matching Fund

HB 350 e s ta b l i s h e s  the Alaska medical malpract ice  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 p a r t  of the cost  of medical malpract ice  insurance f o r  e l i g i b l e  
phy s ic ian s .

The purpose of HB 350 is  ou t l ined  in Section 1 of the b i l l .  The s l i d i n g  
s c a le  e s ta b l is h e d  under the Act to  determine e l i g i b i l i t y  f o r  reimbursement 
from the  matching fund is  geared toward physicians who provide "high r isk"  
care to  local  communities, such as OB-GYN and emergency room s e rv ic e s  and 
a re  t h e r e f o r e  the ones who u s u a l ly  pay the highest  premiums.

An i n i t i a l  appropriat ion of $500,000  is  made to the matching fund through 
HB 349,  the companion funding b i l l .  The funding source is  the medical 
m alpra c t ic e  l i a b i l i t y  revolving loan fund under AS 2 1 .8 8 .2 1 0 .  Only 
physic ians  insured by MICA are e l i g i b l e  f o r  the matching fund.

A copy of a recent ly  enacted Arizona law e s ta b l i s h in g  a s im i l a r  program is  
included in your committee f i l e  along with re la te d  information from the 
L e g is l a t i v e  Research Agency. Representatives  from MICA and o ther  
i n t e r e s t e d  providers wil l  t e s t i f y  on HB 349 and HB 350 during our November 
p ubl ic  hearings.

dd/gbi89
b/hb350



Alaska State Legislature

Legislative Research Agency ''XStWl

November 15, 1989

MEMORANDUM

TO: Representa t ive  Dave Donley

ATTN: Ginger Bairn

FROM: P a t r i c i a  Y o u n g ^
L e g is l a t i v e  Analyst

RE: Medical M alpractice  Insurance Premiums
Research Request 90 .124

You asked t h i s  agency to  a s c e r t a i n  whether any s t a t e s  have passed or are 
cons idering  l e g i s l a t i o n  which would p r o h ib i t  in s u r e r s  from c l a s s i f y i n g  
physic ia ns  in to  more than four  groups f o r  the purposes of  determining medical 
m alp ra c t ic e  l i a b i l i t y  premiums. You also  wished to  know the number of 
c l a s s i f i c a t i o n s  used by in s u r e r s  f o r  Alaska physicians;  the  average cost  of 
l i a b i l i t y  insurance  f o r  each c la s s  of  physicians;  and th e  estimated  average 
c o s t  i f  c l a s s i f i c a t i o n s  were l im i ted  to  four .

In a d d i t io n ,  you asked i f  any s t a t e s  besides Arizona have adopted or are 
cons id ering  l e g i s l a t i o n  which would c r e a t e  a matching fund to  pay a por t ion  of 
th e  co s t  of  medical m alpract ice  l i a b i l i t y  insurance premiums f o r  physic ians .  
You a lso  wished to  know how such laws are s t r u c t u r e d ,  i . e . ,  whether a s s i s ta n c e  
i s  l im i te d  to  c e r t a i n  physician  s p e c i a l t i e s ,  and whether a s s i s ta n c e  is  based 
on a " s l id in g  scale"  o f  need or on a f l a t  amount.

Limiting C l a s s i f i c a t i o n s  of  Physicians

The l i m i t i n g  of  c l a s s i f i c a t i o n s  of  physicians  has been suggested by the 
National Insurance Consumer Organization (NICO) as a way of  spreading the cost  
o f  m alpract ic e  insurance  across  a broader base of  payees. This is  one of
several  changes suggested by Robert Hunter, NICO p r e s id e n t .  (See Attachment 
A, "How to  Solve the Medical Malpract ice  C r i s i s . " )  Nei ther  Bob Boerner, of 
th e  National Council of S ta te  L e g is la tu re s  (NCSL), nor Carol B r ie r ly  Golin, 
e d i t o r  of  th e  Medical L iab il ity  Monitor, which t r a c k s  s t a t e  l e g i s l a t i o n  in t h i s  
are a ,  are aware of  any s t a t e s  which have enacted or are considering such 
l e g i s l a t i o n .

P.O. Box Y 
Juneau, AK 9 9 8 1 1 -3 1 0 0  

Phone: (907) 165-3991 
Fax: (907) 163-3351
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The Medical Indemnity Corporation of Alaska (MICA), which insures  approximately 
50 percent of  Alaska's  phys ic ians ,  groups them in to  seven c l a s s e s .  As you wil l  
observe from MICA's c u rren t  coverage and premium schedules  (Attachment B), 
various f a c t o r s  determine c o s t .  Averaging the co s t  o f  l i a b i l i t y  insurance per 
c l a s s i f i c a t i o n  i s  possible;  however, according to  Art Stanford,  MICA 
underwriting manager, such averaging wil l  not r e f l e c t  th e  actual  experience of 
Alaska physic ians .  Mr. Stanford es tim ates  t h a t ,  by f a r ,  th e  g r e a t e s t  number 
of  physicians  are in the lower c l a s s i f i c a t i o n s ,  and he is  unable to es timate  
the e f f e c t  o f  l i m i t in g  c l a s s i f i c a t i o n s .

The Medical Insurance Exchange of  C a l i fo rn ia  (MIEC) insures  the next g r e a t e s t  
percentage of  Alaska's  physic ians ,  with approximately 21 p ercent .  This company 
groups physicians  in to  ten c l a s s e s .  A copy of  MIEC's c u r re n t  coverages and 
premiums schedules i s  Attachment C. According to  Barbara B arnet t ,  a s s i s t a n t  
underwriting manager, averaging actual  premiums paid f o r  each c l a s s  would not 
be meaningful; averaging the co s t  per physician i f  c la s s e s  were l im i te d  to  four 
would l ikewise  not produce meaningful information.

Such a change would r e s u l t  in l e s s  v a r i a t io n  in premiums and would spread the 
cost  of m alpract ic e  insurance across a broader base o f  payees; however, both 
Mr. Stanford and Ms. Barnet t  noted t h a t  a la rge  number of  physic ians  in low 
r i s k  p r a c t i c e  would be d i s s a t i s f i e d  a t  s ubsidiz ing  those  in high r i s k  p r a c t i c e ,  
and they questioned the e f f i c a c y  of  the s t a t e ' s  l i m i t in g  c l a s s e s  with such a 
r e l a t i v e l y  small pool of  p h y s ic i a n s .1 Ms. Barnet t  a lso  commented t h a t  such 
l e g i s l a t i o n  could adversely a f f e c t  insurance a v a i l a b i l i t y  because c a r r i e r s  
might leave the  s t a t e .

O b s te tr ic a l  Care Incentive  Programs

According to  Ms. Golin, Hawaii, Arizona, and North Carolina have e s ta b l i s h e d  
funds t o  a s s i s t  c e r t a i n  physicians  with l i a b i l i t y  insurance  premiums. Programs 
vary,  but in each case the emphasis i s  on a s s i s ta n c e  f o r  physic ians  who perform 
o b s t e t r i c a l  s e rv ic e s .  A r e l a t e d  program has a lso  been i n i t i a t e d  a t  the 
municipal level  in Montgomery County, Maryland.

Hawaii was the f i r s t  s t a t e  to  provide a s s i s ta n c e  of  t h i s  kind.  According to  
Becky Kendrall ,  a s s i s t a n t  executive  d i r e c t o r  of the  Hawaii Medical Associat ion,  
the s t a t e  l e g i s l a t u r e  in 1985 appropriated  $1 2 5- $ 1 50 ,000 to  subsid ize  those 
physicians  in rura l  areas  who perform o b s t e t r i c a l  s e r v i c e s .  Applying 
physic ians  must submit copies of  t h e i r  insurance premiums, information on the 
number o f  Medicaid cases handled, and v e r i f i c a t i o n  of  the annual number of 
d e l i v e r i e s  performed. Ms. Kendrall noted t h a t  the requirements are "quite 
informal."  No s p e c i f i c  percentage of indig ent  care  i s  necessary fo r

Although 905 physicians  hold a c t iv e  l ic e n s e s  in the s t a t e ,  fewer may be 
p r a c t i c i n g .
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q u a l i f i c a t i o n ,  and no f in a n c ia l  need must be demonstrated on the  p a r t  of  the 
p h y s ic ia n s .  The major c r i t e r i a  f o r  q u a l i f i c a t i o n  i s  t h a t  a phys ician  p r a c t ic e  
in a ru ra l  area .  The fund i s  used to  sub s id ize  th e  d i f f e r e n c e  between premiums 
which include o b s t e t r i c a l  care  coverage and premiums without such coverage,  fo r  
g y necologis ts  and general  p r a c t i t i o n e r s .  The maximum subsidy per physician  is  
$ 3 0 ,0 0 0 .  Despite the  informal nature  of  the  requirements ,  only seven 
phys ic ians  are c u r r e n t l y  rece iv in g  t h i s  a s s i s ta n c e .

Arizona has r e c e n t ly  passed l e g i s l a t i o n  to ap p r o p r ia te  $195 ,000  from the s t a t e  
general  fund to  be used f o r  f in a n c ia l  a s s i s ta n c e  to  physic ians  who provide 
o b s t e t r i c a l  s e rv ices  in ru ra l  areas  i d e n t i f i e d  as o b s t e t r i c a l l y  underserved. 
Family physic ians  who perform fewer than 50 d e l i v e r i e s  per year  are e l i g i b l e  
t o  re ce iv e  up to  $5 ,000  per year;  family physic ians  who perform more than 50 
d e l i v e r i e s  per year  are e l i g i b l e  to  receive  up to  $ 1 0 ,000  per year; o b s t e t r i ­
cians  are a lso  e l i g i b l e  to  rece ive  up to  $10 ,000  per  y ear .

North Carol ina l a s t  year  appropria ted  $240,000  to  provide a s s i s ta n c e  to 
o b s t e t r i c i a n s  and family p r a c t i c e  physicians  who provide prenata l  and 
o b s t e t r i c a l  serv ices  in areas  of  the s t a t e  t h a t  are underserved in t h i s  regard.  
Regulat ions  re q u ire  t h a t  q u a l i fy in g  physicians  may not re fu s e  care  to  p a t i e n t s  
based on t h e i r  a b i l i t y  to  pay. According to  Bob Burns, a s s i s t a n t  d i r e c t o r  of 
government a f f a i r s ,  North Carolina  S ta te  Medical Socie ty ,  th e  fund subsidizes  
the  d i f f e r e n c e  between premiums with o b s t e t r i c a l  care coverage and premiums 
without such coverage, with a maximum subsidy of  $6 ,5 0 0  per  phys ic ian .  Funding 
has been continued a t  the same level f o r  the  c u r re n t  y e a r .  Mr. Burns noted 
t h a t  because the s t a t e  has one of  the h ighest  i n f a n t  m o r t a l i t y  r a t e s  in the 
n a t io n ,  proponents of  t h i s  program are urging th e  l e g i s l a t u r e  to  increase  the 
a p p ro p r ia t io n  so t h a t  more physic ians  can p a r t i c i p a t e .

In Montgomery County, Maryland, o b s t e t r i c i a n s  are considered p a r t - t im e  county 
employees and are covered by the  county 's  l i a b i l i t y  insurance  when t r e a t i n g  
p a t i e n t s  r e f e r r e d  by th e  county.  Physicians are covered by t h e i r  own insurance 
when t r e a t i n g  p r iv a te  p a t i e n t s .  This program helps assure  access to  care  fo r  
th e  medical ly  i n d i g e n t - - p a t i e n t s  who are f re q u e n t ly  more high r i s k  due to  lack 
of  prenata l  care .  According to  Ken Heland, a s s o c i a t e  d i r e c t o r  of  the  American 
College of  O b s te t r ic ia n s  and Gynecologists and head of  th e  Department of 
Professional  L i a b i l i t y ,  in Maryland, insurance premiums are based p a r t i a l l y  on 
th e  number of  d e l i v e r i e s  physic ians  perform. Premiums fo r  p r i v a t e  p r a c t ic e  
have dropped because d e l i v e r i e s  performed f o r  county p a t i e n t s  are not counted 
in l i a b i l i t y  c a l c u l a t i o n s .

Copies of  th e  Arizona and North Carolina b i l l s  are included in Attachment D.
I hope you f ind  t h i s  information u s e fu l .
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URPRISE: IN POINT OF FACT, THE MEDICAL MAI.- 
practice system in the United States is actually 
so/. ..Iiing o f  a bargain. According to the latest 
data from the National Association o f  Insurance 
Commissioners, 1987 premiums for medical prac­

tice totaled S4 .6  billion. This number may sound huge 
by itself, but remember that there were 240  million peo­
ple living in the United States at that time. So for each o f 
them, the total cost for the current malpractice system 
averaged S19— not a ruinously high figure, most would 
concede, and one that compares well with the S133 that 
the ui’m ijii• American spends on tobacco products.

What has been dubbed as a medical malpractice "crisis” 
is not a consequence o f  out-of-control costs for the ag­
gregate system, no matter how you look at it. Measured 
against the yardstick o f total medical costs, the system still 
looks reasonable. Americans spent a whopping S404  bil­
lion on health care in 1988; even if  medical malpractice 
costs were capped at zero, the bill tor the nation’s health 
care would only decline by 1.2%. I dare say that if you 
had no system to compensate victims o f  malpractice, and 
someone offered to do it for you for a percentage this 
small, you’d probably grab it.

There’s no need to lose any sleep worrying about the 
financial fate o f  the medical malpractice insurers. Accord­
ing to the U.S. General Accounting Office, “the medical 
malpractice line yielded a profit o f S2.2 billion over the 
eleven-vear period 1975 through 1 9 8 5 . . . .  As a percent­
age o f  premiums earned, the medical malpractice line’s 
cumulative rate o f  return . . .  was a positive 15.3 percent 
when the reserves were discounted” (U .S. Government 
Accounting Office report, “Insurance: Profitability o f  the 
Medical Malpractice and General Liability Lines,” June 
13 ,1987).

Since medical malpractice insurers write about $2 o f 
premium for each SI o f net worth, insurers made about 
30%  on equity during this eleven-year period— an im­
pressively lofty rate o f  return.

Since 1985, rates o f  return for medical malpractice in­
surers have risen bv 10% over the eleven-year average cited 
by GAO.

Here’s another, rather telling, fact about the medical 
malpractice insurance business. Between 1977 and 1987, 
U.S. medical malpractice insurers took in more than five 
times as much in premiums as they paid out in claims, 
according to A.M. Best’s. Then, too, when insurance 
companies say that they had an “underwriting loss,” that 
does nor mean that they actually paid out more than they 
took in. Rather, it means that they estimate that they will 
eventually pay out more than they took in. As a result, 
even when companies have an “underwriting loss," they 
almost always take in much more than they pay out.

Since 50%  o f  malpractice claims are not paid until 
about eight years after the policy is written, the under-

/ .  Robert Hunter is president, National Insurance Con­
sumer Organization, Alexandria, Virginia.
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writing loss figure is particularly misleading Idr medical 
malpractice insurance. On the one hand, the insurance 
company invests and earns interest on the money it keeps, 
while on the other hand, it deducts the entire amount lor 
accounting purposes in the first year. Comparing currcnt- 
dollar income with future-dollar expenses is reallv quite 
misleading.

Costs A ren’t Allocated Fairly

Although the total cost o f medical malpractice insurance 
is relatively low— about 1% o f total health care costs— 
that cost is poorly allocated. Doctors in high-risk spe­
cialties are the victims o f this misallocarion.

Further, it is the good doctors (the overwhelming ma­
jority) who subsidize the had doctors. Although, study 
after study has shown that only a small percentage o f 
doctors are responsible for a sizable percentage o f  mal­
practice, doctors who have never been sued pay the same 
premium as a doctor who’s been found liable for mal­
practice several times.

Here’s a sample o f these data. In the Michigan “Report 
on the Liability Crisis" (1985), 19.3% o f  doctors were 
found to have accounted for 72.2%  o f  all claims, whereas 
58.1% had had no claims. Similarly, in a somewhat earlier 
study, the Florida Insurance Commissioner’s “Closed 
Claims Study o f  Medical Malpractice Insurance, 1975- 
8 2 ,” 0 .7 %  o f  the doctors accounted for 24%  o f  the 
claims; one doctor was the subject o f thirty-one claims.
S. Ferber and B. Sheridan reported, in “Six Cherished 
Malpractice Myths Put to Rest" that, in Los Angeles,
0.6%  o f  the doctors accounted for 30%  o f all payments 
(Alt'dicnl Economics, vol. 52, 1975, p. 150).

Unlike auto insurance, where accidents and tickets 
mean higher premiums, most medical malpractice insur­
ance doesn’t stipulate surcharges for physicians who have 
been successfully sued.

Finally, the doctors who perform few procedures sub­
sidize those who do many procedures. Under the rating 
system now in use in most states, the rural general prac­
titioner who delivers only a few babies ever)' year can pay 
as much as an urban obstetrician/gynecologist who deliv­
ers hundreds o f  babies.

Insurance companies also tend to divide doctors into 
too many categories, with too few doctors in some. As a 
result, one big judgment against a doctor in a sparsely 
populated category can mean a huge increase in premi­
ums for all o f  the doctors in that category. I f  the numbers 
o f  categories were reduced, and the numbers o f doctors 
in each category increased, insurance premiums would 
decrease dramatically for the doctors in the high-risk spe­
cialties (at the same time, coverage costs for physicians in 
other categories would rise slightly).

If  you can picture the various medical specialties ar­
ranged in a pyramid, with the relatively numerous general 
practitioners (GPs) at the bottom and the relatively few 
specialists at the top, the problem becomes easier to vis­
ualize.

When a person with a bad back goes to his or her GP,

’A . r ,

the likelihood o f  a major malpractice suit arising from 
that visit is negligible. But if the back proves to be a 
serious medical problem, the patient will be referred up 
the specialty pyramid to the neurosurgeon. In Colorado, 
the leading insurer has only 233 o f  these among its 3,744 
insureds.

It violates the insurance spread-of-risk principle to force 
so much through such a narrow lv "\  (Even though neu­
rosurgeons’ net income, after medical malpractice pre­
miums, is excellent— $ 2 0 0 ,0 0 0  a year— according to 
Medical Economics' gross and net income reports.)

Why must the defense costs for the convoluted suits 
that neurosurgeons win be spread among only the neu­
rosurgeons? Why shouldn’t the referring physician and 
the hospital granting privileges bear some o f  the cost o f  
successful suits (as incentives for safer referrals/privilege 
granting)?

Which brings another point to mind: Doctors, in many 
instances, are forced to pay for damages, when in fact it 
is the hospital that should pay. Today, when negligence 
occurs in a hospital (for instance, in connection with 
surgery or delivering babies), the insurer tor the doctor 
doing the surgery or delivering the baby often must pay 
for the negligence. So the hospital, in many cases, lacks 
sufficient incentive to police the doctors who practice 
under its roof; the cost o f  high-risk care is therefore borne 
solely bv a small group o f  doctors.

I f  procedures done in a doctor’s office were charged to 
doctors, while procedures performed in hospitals were 
charged to hospitals, the cost o f  high-risk care would be 
spread over a large number o f beds, hospitals would have 
more incentive to police doctors, and malpractice insur­
ance premiums for most doctors would drop. Studies 
cited in a recent publication from Public Citizens Health 
Research Group (“Medical Malpractice: The Need for 
Disciplinary Reform, Not Tort Reform," August 1985) 
unanimously concluded that discipline for practicing phy­
sicians is woefully inadequate.
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Excessive Rates?

Medical malpractice insurers— and particularly the doc­
tor-owned insurers— have raised their rates, more than is 
actuarial!}' justified, in response to “suggestions” from 
Lloyd’s o f  London and other reinsurers.

According to John Spinclla, president o f  the physician- 
owned malpractice insurance company in Maryland, “in 
order to keep [ Lloyd’s] participation on cover we had to 
agree to some strong suggestions from the reinsurer to 
beef up the rate charged to the OBs” (statement before 
the Governor’s Task Force on Medical Malpractice, Oc­
tober 22, 1985).

CO  PIC Insurance Company in Colorado was required 
by its reinsurer. North American Reinsurance Company, 
not to discount reserves or otherwise reflect investment 
income in setting prices, thereby driving up the premium 
charged to doctors dramatically, even though that action 
was in violation o f  Colorado ratemaking requirements.

In addition, requests for rare increases are often based 
on false assumptions. For example, the Maryland Mutual 
sought a 29%  increase in 1985 based on the assumption 
that it would earn a 5% annual return on its investments 
(although it had traditionally earned, and was currently 
earning, more than 9% ) and that inflation would he in 
excess o f 10% (inflation at that time was well under 10%). 
I f  proper assumptions had been made, the insurance com­
pany would have needed a 10.5% reduction in its rates, 
rather than a 29%  increase, to maintain its current rate 
o f return.

Nor would tori reform, that ubiquitously mentioned 
dens ex ninebinn, be o f much help.

In testifying before the Maryland governor’s task force, 
John .Spinclla admitted that “Even if every one o f the fask 
Force’s recommendations |on tort reform| were fully im­
plemented, we doubt that there would be any discernible 
change and fear that problems would be exacerbated." 
And a I‘LX5 study for the U.S. Health Care Financing 
Administration analyzed the ellect o f  caps on awards and

other limitations on malpractice suits enacted during the 
mid- 1970s, and concluded that these “reforms” did not 
result in lower insurance premiums.

In Florida, St. Paul Fire and Marine Co. has undertaken 
cioscd-claim studies which, it savs, show that the savings 
resulting from five major tort reforms proposed for that 
state (eliminating the collateral source rule, capping non­
economic damages, restricting o f joint and several liabil­
ity, limiting punitive damages, and requiring periodic pay­
ment o f  future econom ic damages) would have “no 
effect.”

H ow  to Low er Insurance Rates

1. R equ ire insurance com panies to  experience-rate 
doctors.

Drivers who have been in several serious auto accidents 
pay more, while drivers who have never had an accident 
pay less. Yet doctors found liable for malpractice several 
times pay the same as doctors who have never been sued. 
This doesn’t make sense; good doctors, like good drivers, 
should pay less, and doctors involved in malpractice, like 
drivers involved in accidents, should pay more. Also, doc­
tors who do fewer procedures ought to pay less than those 
who do many.
2 . Reduce the number o f  categories o f  doctors and 
increase the num ber o f  doctors in each category'.

In this way; risks will be spread as widely as possible.
3. Charge any malpractice that occurs in doctors’ o f­
fices to doctors, and malpractice that happens in hos­
pitals to  hospitals.

This allocation will serve to maximize hospitals’ incen­
tive to police sta ff physicians and spread risks more 
widely.
4 . Tighten state regulation o f  malpractice insurance. 

Insurance companies are exempt from antitrust laws, so
price fixing is legal. In one southern jurisdiction, all five 
insurers charge the same rate. Insurer inefficiency results. 
The average malpractice writer in the nation spends 43%  
o f the premium dollar on expenses; there are also more 
efficient w-iters who spend only 12% to 15% for ex­
penses.
5. Penalize frivolous suits and defenses.

Plaintiffs’ attorneys should be penalized for bringing 
suits that are not solidly based on potential negligence. 
Defense attorneys (who get paid by the hour, win or lose) 
have little incentive to expedite proceedings.
6 . Lim it lawyer fees.

Limiting fees, however, has to be done in a balanced 
way, so that both plaintiff and defense attorneys’ fees are 
controlled at the same time.
7. Focus on peer review.

The best way to bring down malpractice premiums is 
to reduce the incidence o f  malpractice. Peer review is verv 
poorly done in most states, because o f  tear o f  lawsuits for 
antitrust or slander, camaraderie among doctors, lack o f 
funding, poor information, and soon. So this constitutes 
another prime area for reform o f the medical malpractice 
system. □

\
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Physician's and Surgeon's 

Professional Liability Coverages and Premium Schedules



Death or Total and Permanent Disability: Part T in e  Practitioner*:

A Reporting Endorsement (tail coverage) will be issued at 
no extra cost because of death or permanent and total 
disability.

New Doctor Rule:

For physicians entering private practice for the first time 
following completion of medical school, residency training, 
military or public health service, premiums will be dis­
counted 25 % for the first year of coverage.

Claims Free Premium Discount:

A 20 % premium discount will be provided to our insured 
physicians for a five year claims free history. This policy­
holder benefit will be provided upon renewal following the 
completion of the fifth year in which a claims free record has 
been demonstrated.

Claims Experience Premium Surcharges:

Claims experience premium surcharges tay be imposed 
upon insureds with two or more claims in the last three years 
in which some elements of negligence or other contributing 
adverse factors are involved.

Employee Coverages:

Unlike many policies, most employees are provided cov­
erage under the MICA policy.

Employee surcharges are limited to (1) Advanced Nurse 
Practitioners or Physician’s Assistants added to a physi­
cian's or clinic's policy subject to 50 % of Class 1 premium 
(shares policy limits with employer, sponsor or supervising 
physician). (2) Physician’sAssistantsorNursePractitioners 
on policies providing separate limits of liability from spon­
soring/supervising physician, subject to higher premium 
based upon specialty and practice situation; (3) employed 
Nurse Mid wives or directly supervised Certified Registered 
Nurse Anesthetists (CRNAs) are subject to 100 % Class 3 
annual premium; (4) unsupervised CRNAs or Nurse Mid- 
wives are subject to 100 % of Class 4 and Class 4 A premium 
respectively.

No additional premium charges are incurred for other 
employees.

Locum Tenens:

MICA provides up to 60 days of coverage annually for a 
temporary substitute physician - locum tenens - for surgical 
and non-surgical specialties. Completion of application and 
prior approval of MICA is required.

This coverage is limited to 6 separate periods per year 
(except for illness or family emergencies of the insured 
physician) and any additional periods will involve custom­
ary premium charges.

Class 1 , 2 . 2-A and 2-B: 35 % of the achedulcd annual 
premiums for 10 hour* or lets per week practice; 65 % of the 
scheduled annual premium for 20 hours or less per week 
practice.

Short Term Practice Situations:

Pro-rated amount of annual premium computed on short 
rate tables subject to S250 minimum premium.

Comprehensive General Liability Coverages:

This optional coverage is available at $50 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 accidentally sustained on the office premises by the 
general public.

This coverage is limited to only those premises actually 
occupied by our insured in rendering professional services. 
For example, if an insured occupied only one suite of a 
building,coverage wouldbclimited to only that suite and not 
the entire building and parking lots. An entire building 
cannot be covered under the Comprehensive General Liabil­
ity Endorsement unless the insured or the insured’s employ­
ees occupy the entire building in the rendering of medical 
services.

Corporate/Partnership/Group Professional Liability:

This optional coverage is available at no additional charge 
to solo practitioners and group practices, providing each 
member or employed physician carries coverage through the 
Company. Limits of each physician’s coverage must be 
equal to that carried by the group. The separate limits of 
liability for the corporation/partnership/group does not apply 
to policyholders who are solo practitioners nor does it apply 
concurrently or on an excess basis to the physician (s) 
scheduled on the policy or associated with the same medical 
organization who also allegedly provided negligent patient 
care for the same occurrence.

This form provides individual limits of liability to each 
physician named on the policy schedule in an amount equal 
to the limits of liability staled on the declarations page of the 
policy except these limits shall not be concurrent nor excess 
to the corporate limits of liability as 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 levels. (See discount 
schedule that follows). One master policy is issued with 
each associated or employed physician covered by endorse­
ment..



Coverages are limited lo the course and scope of employ­
ment or association with your group. The combined clinic/ 
group Insureds are subject to the tingle limits of liability 
per occurrence and annual aggregate limits as procured. 
Completion of the Physician’s and Surgeon’s Professional 
Liability Group Application is required, along with comple­
tion o f individual application for each physician to be in­
sured.

Discounts Per Limits of Liability
» Doctors on Policy S500.000 S1.Q0Q.QQQ

1 0 0
2 9% 7%
3 11% 9%
4 12% 10%
5 13% 11%
6 14% 12%
7 13% 13%
8 16% 14%
9+ 17% 15%

Installments • Deferred Payments;

Initial policy issuance subject to deposit o f S 1,000 or two 
month's annual premium. Deferred payments are available 
in quarterly or semi-annual installments payable: 35%, 
25 %, 25 % and 15 % quarterly or 60 % and 40 % semi­
annually. Premium 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 quarter in which the 
premium is earned. Carrying charges arc computed at 10 % 
annual simple interest on the unpaid balance.

PHYSICIAN’S RA TE CLASSIFICATIONS

Class 1
Neurology
Psychiatry - excluding ECT;
Physicians - no surgery. Applies to general practitioners and 
physician specialists who do not perform obstetrical procedures or 
surgery (other than incision of boils and superficial abscesses or 
suturing of skin and superficial fascia) who do not ordinarily assist 
in surgical procedures.

Class 2
Neonatology
Opthalmology (Excluding Radial KeTatoiomy)
Physicians • minor surgery or assisting in major surgery. *  
Applies to general practitioners and physician specialists who 
perform minor surgery (including catheterization) or assist in 
major surgery.

Class 2-A
Emergency Medicine

Class 3
Physicians who include obstetrical procedures as any part of their 
practice. (May still be indicated as class 2-B on policy:) 
Physicians - major surgery •
Proctology 
Otorhinol aryngology 
Abdominal Surgery 
General Surgery 
Pediatric Surgery 
Thoracic Surgery 
Traumatic Surgery
Plastic and Reconstructive Surgery, excluding cosmetic surgery 
Urology
Gynecology (No Obstetrics)

Class 4
Anesthesiology

Class 4-A
Physicians - major surgery 
Therapeutic Radiology 
Obstetricr, • Gynecology 
Cardiovascular Surgery 
Hand Surgery
Plastic and Reconstructive Surgery, including cosmetic surgery 
Vascular Surgery
Orthopedic Surgery, excluding total joint procedures, 

spinal surgery and insertion of prosthetic devices.

Class 5
Physicians * m ajor surgery 
Neurosurgery
Orthopedic Surgery, including total joint procedures, spina] sur­
gery and insertion of prosthetic devices.

• M ajor Surgery -involves operations in or upon any body 
cavity including but not limited to the cranium, thorax, ab­
domen or pelvis, or any other operation that presents a 
distinct hazard to life because of the condition of a patient or 
the lenghth or circumstances of an operation. It also includes 
removal of tumors (except skin tumors), open bone frac­
tures. amputations, abortions, removal of any gland or 
organ, plastic surgery and any operations using general an­
esthesia.

NOTE: IF A PORTION OF THE PHYSICIAN S PRACTICE IS IN A SPECIALTY WITH A HIGHER CLASS THAN HIS 
NORMAL SPECIALTY, HE OR SHE WILL BE PLACED IN THE HIGHER SPECIALTY FOR RATING PURPOSES.



PROFESSIONAL LIA BILITY  COVERAGES

Explanation of Policy:

The Claims-Madc 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 policy; 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 
claimsresultingfrom professional services arc reported; the 
second 39 %; the third 78 %; the fourth 93 %; the fifth and 
subsequent years, about 100 %.

Cost:

In keeping with ihe“stair step" development of claims, the 
rates charged for the Claims-Madc policy mature at the fifth 
year. Subsequent renewal policies are charged at the mature 
rates. The specific cost of coverage isshown within ourtable 
entitilcd CLAIMS-MADE PREMIUM SCHEDULE.

All policies issued by MICA arc renewed on January 1 of 
each year. Your first years and renewal rates arc pro-rated 
from the first date of coverage (inception date) of the original 
policy. For example, if your continuous coverage became 
effective on July 1,1985, your annual renewal premium on 
January 1,1989 would be pro-rated from January 1 through 
June 30 on the fourth year rates and from July 1 through De­
cember 31 on the fifth year rates.

Limits of Liability:

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

$200,000 p a  occurrence/S600,000 
aggregate per calendar year.

5500,000 per occurrence/S1,000,000 
aggregate per calendar year.

$1,000,000 p a  occuuence/S2,000,000 
aggregate per calendar year.

S I ,000,000 p a  occurrence/S3,000,000 
aggregate per calendar year.

Tall Coverages:

Should you stop practicing or change to another insurance 
company, MICA guarantees availability of a limited or 
unlimited Reporting Endorsement known as "tail’* coverage 
to co v a  subsequently reported claims. • Tail coverage must 
be purchased by the insured within 30 days of termination of 
coverage, by cancellation or non-renewal; or by termination 
of employment or association with the physicians insured 
under a m asta 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 continues to occur. This is currently being accom­
plished on a pro-rata basis when the policy is ultimately 
taminated, but depends on the company's rules, rates and 
rating plans in effect at the time the physician’s class reduc­
tion is made

Cost:

The cost of "tail" coverage will depend upon the length of 
lime you have beat insured with MICA, and will be subject 
to the company’s rules, rates, and rating plans in effect at Urc 
time the unlimited reporting endorsement is requested.

The tail premium is quoted as a one time cost but may be 
paid in installments. Refer to paragraph INSTALLMENTS.

The full premium for an Unlimited Reporting Endorse­
ment must be received by thecompany 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 accor­
dance with rates aciuarially determined and filed with the 
Division of Insurance.

Retirement Benefit:

An Unlimited Reporting Endorsement (tail coverage) will 
be issued at no extra cost to at.y physician who has attained 
the age and years in the MICA program (as p a  the schedule 
below) and having completed five consecutive years as a 
MICA insured just prior to retirement:

Years as MICA Insured 
60 5
59 6
58 7
57 8
56 9
55 10

*  The policy limits In effect at the time the Unlimited Reporting Endorsement is purchased will be applicable ju st 
as If the policy had not been cancelled or terminated and the claim had been reported during the last policy year.



CLAIMS • MADE PREMIUM SCHEDULE
Effective January 1,1989 •• 

LIMITS OF LIABILITY: EACH CLAIM AND ANNUAL AGGREGATE
Ift'SUbYim >200,000*600.000 >500,000*1,000,000

. vV?t -

C LA SS 1

$ 1,000,000* 2,000,000 
>1,000/00*3,000,000 *

1st year rales Jan. 1 ,19*9 3,087 3 /M 4 /6 4
• 2nd year renewal rates Jan. 1, IMS 4,532 5,644 7 /6 9
• 3ru year renewal rates Jaa . 1,1987 7,141 9,275 1 2 /7 4
• 4th year renewal rates Jan. 1,1986 1,027 1 0 /0 4 1 4 /9 8
• 5th year renewal rates Jan. 1,1985 1,082 1 0 /8 1 1 4 /0 6

C L A S S  2
1st year rates Jan. 1 ,1989 4,477 5 /9 6 6,740

• 2nd year renewal rates Jan. 1 ,1988 7,031 8 /5 0 11,736
• 3rd year renewal rates Jan. 1 ,1987 11,515 15,161 20,441
• 4th year renewal rates Jan. 1 ,1986 13,029 1 7 /5 6 2 3 /7 6
• 5th year renewal rates Jan . 1 ,1985 13,125 1 7 /8 7 2 3 /6 0

C L A S S  2-A  •
1st year rates Jan. 1 ,1989 6,066 7,451 9,454

• 2nd year renewal rates Jan. 1 ,1988 9,886 12,728 1 6 /4 0
• 3rd year renewal rates Jan. 1 ,1987 16,514 2 1 /8 7 29,661
• 4th year renewal rates Jan. 1 ,1986 18,747 24,972 33,980
• 5th year renewal rates Jan. 1 ,1985 18,887 25,166 3 4 /5 1

C L A S S  2-B /3
1st year rates Jan. 1 ,1989 7,655 9 /0 6 12,168

• 2nd year renewal rates Jan. 1 ,1988 12,742 1 6 /0 6 21,944
• 3rd year renewal rates Jan. 1 ,1987 21,514 28,613 3 8 /8 0
• 4th year renewal rates Jan. 1 ,1986 24,465 32,688 4 4 /8 4
• 5th year renewal rates Jan. 1 ,1985 24,650 32,944 44,942

C L A S S  4
1st year rates Jan. 1 ,1989 11,032 1 3 /7 3 1 7 /3 6
• 2nd year renewal rates Jan. 1 ,1988 18,810 2 4 /3 5 32,790
• 3rd year renewal rates Jan. 1 ,1987 32,138 4 2 /0 6 58,472
• 4th year renewal rates Jan. 1 ,1986 36,615 49,085 67,117
• 5th year renewal rates Jan. 1 ,1985 36,895 49,473 6 7 /5 9

C L A S S  4-A
1st year rates Jan. 1 ,1989 12,422 15,671 2 0 /1 1

• 2nd year renewal rates Jan. 1 ,1988 21,309 2 7 /4 1 3 7 /5 6
• 3rd year renewal rates Jan. 1 ,1987 36,512 48,791 5 6 /3 9
• 4th year renewal rates Jan. 1 ,1986 41,617 5 5 /3 7 7 6 /9 5
• 5th year renewal rates Jan. 1 ,1985 41,938 5 6 /7 9 77,013

C L A S S  5
1st year rates Jan. 1 ,1989 16,991 2 1 /7 8 28,115

• 2nd year renewal rates Jan. 1 ,1988 29,519 38,703 5 1 /3 1
• 3rd  year renewal rates Jan. 1 ,1987 50,886 68,129 93,046
• 4th year renewal rates Jan. 1 ,1986 58,056 78,021 106 /8 1
• 5th year renewal rates Jan . 1 ,1985 58,505 78,641 107,749

♦ PREMIUM COST IS 4 % ABOVESl.000.000/S2.000,000 LIMITS.
CLAIMS-MADE PREMIUMS PREPARED BY MILL WAN ft ROBERTSON DSC, CONSULTING ACTUARIES FOR THE MEDICAL INDEMNITY CORPORATION OF ALASKA. ARE BASED 
ON A FIVE. YEAR PRICING STEP FOR RETORTED CLAIMS ADJUSTED ANNUALLY FOR CLAIMS EOtRJOENCE.
• RETROACTIVE DATES AND RENEWAL PREMIUMS APPLY TO 2ND THROUGH 5TH YEAR ANNUAL RENEWAL FIRST YEAR PHYSICIANS ARE SUBJECT TO FIRST YEAR RATES. 
A IL POUCIES ARE RENEWED EACH YEAR ON JANUARY 1. ALL 1ST AND RENEWAL PREMIUMS ARE PRORATED SUBJECT TO THE FIRST DAY OF COVERAGE UNDER D C  
ORJGISALPOUCY.

* *  SUBJECT TO 116 % INCREi ,SE (RETROACTIVE TO 1/1/89) IF MICA'S FEDERAL TAX LIABILITY HAS NOT BEEN 
LEGISLATIVELY RESOLVED BY 7/1/89.



ATTACHMENT C 
Medical Insurance Exchange of  C a l i f o r n i a  

(MIEC) 1989 Coverage C l a s s i f i c a t i o n  and Premium Schedule



1989 Coverage Classification and Premium Schedule

If you practice in more than one specialty, use 

CLASS SPECIALTY
2 Administrative Medicine
2 Allergy
8 Anesthesiology
6 Assisting at Surgery
4 Cardiology, Excluding Cardiac Catheterization

and Angioplasty 
0 Cardiology, Including Cardiac Catheterization 

and Angioplasty
9 Cardiovascular Surgery
8 Colon & Rectal Surgery
4 Dermatology, Excluding Hair Transplants
0 Dermatology, Including Hair Transplants
7 Dermatology — liposuction
8 Emergency Medicine
4 Endocrinology

i amily Praclice/Ceneral Practice

Gynecology (Only)
8 Hand Surgery
8 Head & Neck Surgery
4 Hematology
6  Industrial Medicine
4 Infectious Diseases
4 Internal Medicine, Excluding Cardiac

Catheterization and Angioplasty 
0 Internal Medicine, Including Cardiac

Catheterization and Angioplasty
5  Neonatology
3  Neoplastic Diseases
3 Nephrology
5  Neurology, Excluding Invasive Procedures
0 Neurology, Including Invasive Procedures

10 Neurological Surgery
4 Nuclear Medicine

10 OB-GYN
HI Occupational Medicine (Not Industrial)

5  Ophthalmology, Excluding Radial Keralotomy
7 Ophthalmology, Including Radial Keralotomy

or 5% or more from Cosmetic Surgery

CLASS SPECIALTY
9 Orthopedics, Excluding Spinal Surgery and 

use of Chymopapain
10 Orthopedics, Including Spinal Surgery and 

use of Chymopapain
8 Otolaryngology
9 Otolaryngology — 5X or more from Cosmetic 

Surgery
2 Pathology
4 Pediatrics
8 Pediatric Surgery
3 Physical Medicine and Rehabilitation
8 Plastic Surgery 

Psychiatry'1
1 Psychiatry, Child*
2 Public Health
4 Pulmonary Diseases
7 Radiology, Diagnostic and Therapeutic
5 Radiology, Diagnostic Only
7 Radiology, Therapeutic Only
4 Rheumatology
8 Thoracic Surgery, Excluding Cardiovascular
5 Urgent Care Medicine
7 Urology

3 — No Surgery
0 — Less than 5% of practice from Surgery
7 — 5 *  or more of practice from Surgery

10 — Including Obstetrics
4 Castroenterology
4 Ceneral Preventive Medicine
8 Ceneral Surgery 

•Without ECT or drug shock therapy. With ECT or drug shock therapy, use Class 4

the highest rated specialty.

CLASS SPECIALTY 
8

Partnership/Corporation Liability and Fu ll T im e  

E m ployed Physicians —  756 if all partners/shareholders 
and employed doctors have $500,000/1,500,000 limits;
2 .5 *  if all partners/shareholders and employed doctors have 
$1,000,000/3 ,000,000 limits or higher. Full Time Employed 
Physicians must cany limits at least equal to employer. 
Employer will be charged a percentage of the premium 
charged for the employed physician’s classification at 
employers limits.

Secretaries, Receptionists and Bookkeepers —
No charge.

• O ptional Coverages;
Professional prem ises/lim ited non-owned autom obile 

liability  —  Covers certain liabilities for injuries sustained 
by the public ur for damage to property of third persons at 
your offices. It also covers certain liabilities to injured parties

arising from an employee’s use of an automobile (not owned, 
rented or leased to you) in the course of your professional 
practice, up to $100,000 for bodily injury and $25,000 for 
property damage. Refer to the policy for coverage specifics.

LIM ITS O F LIA BILITY: Bodily injury, $500,000 each 
claim/aggregate, or $1,000,000 each claim/aggregatc (to 
coincide with professional liability limits, but not higher 
than $1 ,000,000); Property damage, $100,000.

PREM IUM : No additional premium for premises occupied 
as physicians’ professional offices. Clinics and other 
premises: refer to M IEC.

D efen se coverage for m iscellaneous liability  

Provides up to $ 100,000 legal defense coverage only for 
alleged acts or omissions involving:

■ Certain civil actions or proceedings, including a physi­

cian’s acts or omissions as an officer of a national, state 
or local medical or specialty society;

■ Alleged wrongful termination or discrimination agains 
an employee;

■ Breach of contract or other alleged misconduct in the 
nature of a commercial or fee dispute arising from 
professional practice;

■ Assault, battery, false nrrest or personal restraint, 
malicious prosecution or conspiracy arising from 
professional practice.

This optional coverage is fully described in Part IV of the 
MIEC policy and is subject to the terms and conditions of 
the policy and endorsements actually issued. M IEC pays 
90X of legal expenses to a maximum amount of $100,000.
If you arc interested in Part IV coverage, please contact 
MIEC for an application and premium quotation.



MEDICAL INSURANCE EXCHANGE OF CALIFORNIA 

ALASKA

CLAIMS MADE PROFESSIONAL L I A B I L I T Y  PREMIUM SCHEDULE 

EFFECTIVE AUGUST 1, 1989

L I M IT S  OF L I A B I L I T Y :  5 0 0 , 0 0 0  EACH CLAIM /  1 , 5 0 0 , 0 0 0  ANNUAL AGGREGATE

DOCTORS COVERAGE

FIRST YEAR 
RETROACTIVE 

0 1 / 0 1 / 8 9  OR

RATES
DATES:

LATER

SECOND YEAR RATES 
RETROACTIVE DATES: 
0 1 / 0 1 / 8 0  -  1 2 / 3 1 / 8 8

THIRD YEAR 
RETROACTIVE 
0 1 / 0 1 / 8 7  -

RATES
OATES:

1 2 / 3 1 / 0 7

FOURTH YEAR RATES 
RETROACTIVE DATES: 
0 1 / 0 1 / 8 6  -  1 2 / J 1 / 8 6

FIFTH YEAR 
RETROACTIVE 
0 8 / 0 1 / 7 5  -

RATES
DATES:

1 2 / 3 1 / 8 !

CLASSIFICATIONS ANNUAL QUARTERLY ANNUAL QUARTERLY ANNUAL QUARTERLY ANNUAL QUARTERLY ANNUAL QUARTERL\

1.  COVERAGE CLASS 1 2 .  124 531 4 ,  172 1 .043 5 , 3 0 4 1 ,32 6 5 , 7 2 8 1 ,43 2 6 , 2 2 0 1.555

2 .  COVERAGE CLASS 2 2 , 7 0 0 675 5 , 3 0 8 1 ,327 6 , 7 4 8 1 .687 7 , 2 88 1 ,822 7 , 9 1 6 1.979

3 .  COVERAGE CLASS 3 3 , 4 7 2 868 6 ,8 24 1 ,706 8 , 6 7 6 2 , 1 6 9 9 , 3 6 8 2 , 3 4 2 10 .17 6 2 , 5 44

4 .  COVERAGE CLASS 4 3 , 8 5 6 964 7 ,5 84 1 ,096 9 , 6 4 0 2 , 4 1 0 10 ,408 2 , 6 0 2 11 .308 2 ,8 27

5 .  COVERAGE CLASS 5 4 , 4 3 6 1. 109 8 , 7 2 0 2 ,  180 11 ,08 4 2 ,771 11 ,972 2 , 9 9 3 13 ,004 3,251
6 .  COVERAGE CLASS 6 5 , 7 8 4 1 ,44 6 11 ,372 2 , 8 4 3 14 ,45 6 3 , 6 1 4 15 ,612 3 , 9 0 3 16 ,964 4 ,241
7 .  COVERAGE CLASS 7 9 , 6 4 0 2 , 4 1 0 18 ,952 4 , 7 3 8 2 4 , 0 9 2 6 , 0 2 3 2 6 , 0 2 0 6 , 5 0 5 28 ,26 8 7 , 0 67
8 .  COVERAGE CLASS 8 13 .8 80 3 , 4 7 0 2 7 , 2 9 2 6 .B 23 3 4 , 6 9 2 8 , 6 7 3 3 7 , 4 6 8 9 , 3 6 7 4 0 , 7 0 8 10 .177
9 .  COVERAGE CLASS 9 19 ,276 4 , 8 1 9 37 , 9 0 4 9 , 4 7 6 48 ,  184 12 ,046 5 2 , 0 4 0 13 ,010 5 6 , 5 3 6 14 ,134

10.  COVERAGE CLASS

i

10 26 , 2 1 2 6 , 5 5 3 51 ,552 12 ,888 6 5 , 5 2 8 16 ,382 7 0 , 7 7 2 17 ,693 7 6 , 8 8 8 19 ,222

)
l
i

11.  NURSE/TECHNICIAN 164 41 320 80 408 102 440 1 10 476 119
12.  PHYSIOTHERAPIST 324 81 640 160 812 203 876 219 952 238
13.  PHYS ASST/NURSE PRAC 388 97 760 190 964 241 1 ,044 261 1 ,13 2 283

ALASKA 5 0 0 , 0 0 0  /  1 , 5 0 0 . 0 0 0  L IM ITS
DATE PREPARED: MARCH 29 .19B9
PROCEDURE: NEWPREM
USERID: j KARENB



MEDICAL INSURANCE EXCHANGE OF CALIFORNIA 

ALASKA

CLAIMS MADE PROFESSIONAL L I A B I L I T Y  PREMIUM SCHEDULE 

EFFECTIVE AUGUST 1. 1989 

L IM I TS  OF L I A B I L I T Y :  1 , 0 0 0 , 0 0 0  EACH CLAIM /  3 , 0 0 0 , 0 0 0  ANNUAL AGGREGATE

FIRST YEAR RATES SECOND YEAR RATES THIRD YEAR RATES FOURTH YEAR RATES FIFTH YEAR RATES
RETROACTIVE DATES: RETROACTIVE DATES: RETROACTIVE DATES: RETROACTIVE DATES: RETROACTIVE DATES:

0 1 / 0 1 / 8 9  OR LATER 0 1 / 0 1 / 8 8  -  1 2 / 3 1 / 8 8  0 1 / 0 1 / 8 7  -  1 2 / 3 1 / 8 7  0 1 / 0 1 / 8 6  -  1 2 / 3 1 / 8 6  0 8 / 0 1 / 7 5  -  1 2 / 3 1 / 8 5

DOCTORS COVERAGE

CLASSIFICATIONS ANNUAL QUARTERLY ANNUAL QUARTERLY ANNUAL QUARTERLY ANNUAL QUARTERLY ANNUAL QUARTERL^

1 . COVERAGE CLASS 1 2 ,4 96 624 4 , 9 0 8 1 ,227 6 , 2 3 6 1 .559 6 , 7 3 6 1 ,684 7 , 3 2 0 1 , 0 3 0

2. COVERAGE CLASS 2 3 ,  176 794 6 , 2 4 4 1 ,561 7 , 9 4 0 1 .98 5 8 , 5 7 2 2,  143 9 , 3 1 6 2 , 3 2 9

3 . COVERAGE CLASS 3 4 , 0 8 4 1 ,021 8 , 0 2 8 2 . 0 0 7 10 ,204 2 ,5 51 1 1 , 0 2 0 2 , 7 5 5 1 1 . 972 2 , 3 9 3

4 . COVERAGE CLASS 4 4 , 5 3 6 1 , 134 8 , 9 2 0 2 , 2 3 0 I 1 , 340 2 , 8 3 5 12 ,244 3 ,061 13 ,304 3 , 3 2 6

5 . COVERAGE CLASS 5 5 , 2 1 6 1 ,304 10 ,26 0 2 , 5 6 5 13 ,040 3 , 2 6 0 14 ,084 3 ,521 15 ,300 3 , 0 2 5

6. COVERAGE CLASS 6 6 ,8 04 1 ,701 13 ,38 0 3 , 3 4 5 17 ,008 4 , 2 5 2 18 ,368 4 , 5 9 2 19 ,95 6 4 , 9 8 9

7 . COVERAGE CLASS 7 1 1 ,340 2 , 8 3 5 2 2 , 3 0 0 5 , 5 7 5 2 8 ,3 44 7 , 0 8 6 3 0 , 6 1 2 7 , 6 5 3 3 3 , ?56 8 , 3 1 4

8 . COVERAGE CLASS 8 16 ,328 4 , 0 8 2 3 2 , 1 0 8 8 , 0 2 7 4 0 , 8 1 6 1 0 ,2 04 4 4 , 0 8 0 1 1 , 020 4 7 , 8 8 8 11 , 97 2

9 . COVERAGE CLASS 9 2 2 , 6 7 6 5 , 6 6 9 4 4 , 5 9 6 1 1 . 149 5 6 . 6 8 8 14 ,17 2 6 1 . 2 2 0 15 ,305 6 6 , 5 1 2 16 ,628

10. COVERAGE CLASS 10 3 0 , 8 4 0 7 , 7 1 0 6 0 , 6 4 8 15 ,162 7 7 , 0 9 2 19 ,273 8 3 , 2 6 0 20 , 8 1 5 9 0 , 4 5 6 2 2 , 6 1 4

1 1 . NURSE/TECHNICIAN 192 48 376 94 476 1 19 516 129 560 140

12. PHYSIOTHERAPIST 384 96 752 188 956 239 1 ,03 2 258 1 , 120 280

13. PHYS ASST/NURSE PRAC 456 1 14 896 224 1 , 136 284 1 ,228 307 1 ,332 333

ALASKA 1 , 0 0 0 , 0 0 0 /  3 , 0 0 0 , 0 0 0  L IM ITS
DATE PREPARED: MARCH 29 ,19 8 9
PROCEOURE: NEWPREM
USERID:  KARENB



ATTACHMENT D 
Arizona and North Carol ina Bi l l s



State Of ArUon*
Hcus* of  Re p r e s e n t a t i v e s  
Th1r t y- n1nt b  L e g i s l a t u r e  
F i r s t  Regular Session 
1889

Senate Engrossed House sill

fS S S E B  BY
tfiavi SHL

SECRETART OF STATE

C h a p t e r  2 9 0  

HOUSE 8 ILL 2467

AM ACT

MAKING AM APPROPRIATION TO THE DEPARTMENT OF HEALTH SERVICES FOR THE 
PURPOSE OF PAYING AOOITIONAL 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, AND 
PRESCRIBING STUDIES AND REPORTS,

1 Be i t  enacted by the Le g i s l a t u r e  of  the S t a t e  of Arizona;
2 Sect ion I.  Appr opr i a t i on; purpose; exempt i o n
3 A. The sum of  one^hTndreo n T n e t y - f i v e ”  thousand d o l l a r s  1s
a a p p r op r i a t ed  from tne s t a t e  general  fund to the department  o f  Health
5 s e r v i c e s  for  the purposes descr ibed 1n s ubs e c t i on  E of t h i s  s e c t i o n .
fl B. m e  department  s na i l  i d e n t i f y  a r s e s  m  the  s t a t e  t h a t  ere
? underseryfid with regard to o b s t e t r i c a l  s e r v i c e s .  For purposes of t h i s
8 s e c t i o n *  an a r s a  s h a l l  bo cons idered underserved with r egard  to
8 o b s t e t r i c a l  s e r v i c e s  I f  the area s a t i s f i e s  any of the fol lowing:

10 1.  F i f t y  p e r  cent  or more of r e s i d e n t  U v e - b i r t h s  occjt: o u t s i d e  the
11 d t y  or  town of r e s i de n c e .
12 2.  c i t i e s  or towns where o b s t e t r i c  s e r v i ce s  are t hr e a t e n e d  with
U  di s c o n t i nu a n c e .
14 3.  C i t i e s  or towns having £ popul a t i on  of less  than ten thousand
15 whs ere p r e n a t a l  s e r v i c e s  are not provided by i  phys ic i an.
16 4.  C i t i e s  or  towns having a popul a t i on  of l e s s  than ten thousand
1? where o b s t e t r i c  backup s e r v i c e s  for  a p h y s i c i a n  are not  a v a i l a b l e .
18 6.  C i t i e s  or towns where the Average number of p r e n a t a l  v i s i t s  are
18 l e s s  than the s t a t e  Average.
20 C*. The department  shal l  i d e n t i f y  those  phys ic i ans  who p r a c t i c e  in
21 a r e a s  def ined in s ubsec t i on  3  of t h i s  s e c t i o n  who meet the fol lowing;
22 l .  Shal l  have c u r r e n t  o b s t e t r i c a l  d e l i v e r y  p r i v i l e g e s  a t  one ' o r  •
23 more r u r a l ,  n o n - f e d e r a l  h os pi t a l s .



Z. ‘ Shal l  b€ ft r e g i s t e r e d  pr ovide r  with the Arizona h e a l t h  care  c o s t  
containment  system who has e s t a b l i s h e d  i  c o n t r a c t  for  o b s t e t r i c a l  s e r v i c e s  
wi th a t  l e a s t  one or more o '  the system' s  prepai d  c o n t r a c t o r s .

3. The phys i c i an  s h a l l  be l icens e d  by the a p p r op r i a t e  l i c e n s u r e
board.

0.  Family phys ic i ans  who perform less  than f i f t y  d e l i v e r i e s  per  
year  and who are  r eq u i r e d  to pay an a d d i t i o n a l  premium to perform 
o b s t e t r i c a l  s e r v i c e s  s h a l l  be e l i g i b l e  to  recei ve  an amount not  to exceed 
f i v e  thousand d o l l a r s .  Family phys ic i ans  who perform more tnan f i f t y  
d e l i v e r i e s  per  year  and who are r e q u i r e d  to pay an a d d i t i on a l  premium to 
perform o b s t e t r i c a l  s e r v i c e s  shal l  bo e l i d i b l e  to receive  an amount not to 
exceed ten thousand d o l l a r s ,  o b s t e t r i c i a n s  who are r eq u i r e d  to pay an 
a d d i t i o n a l  premium to provide o b s t e t r i c a l  s e r v i c e s  s h a l l  be e l i g i b l e  to 
r e c e i v e  an amount not t o  exceed ten thousand d o l l a r s .  Payment or  o n e - h a l f  
o f  the f i n a n c i a l  a s s i s t a n c e  I d e n t i f i e d  m  t h i s  s ec t ion  s h a l l  be c o n t i n g e n t  
upon r e c e i p t  of  the r e p o r t  r e q u i r e d  pursuant  to s ubs ect i on  F of t h i s  
s e c t i o n .  Tne second payment s h a l l  be paid upon r e c e i p t  of  m e  second 
r e p o r t  r equi red  pursuant  to subsect ion F of t h i s  s e c t i on .

E. Physicians  s e t t i n g  f i n a n c i a l  a s s i s t a n c e  s h a l l  respond to the 
department's n o t i c e  wi thin  t h i r t y  days of r e c e i p t  of such n o t i c e  in a 
format p r e s c r i b e d  by the department.  The department shs' i l  e v a l u a t e  We 
p h y s i c i a n ’s r eq u e s t  f or  f i n a n c i a l  a s s i s t a n c e  and s h a l l  c l a s s i f y  the 
r e q u e s t s  according to the c i t y  or town’ s need for  o b s t e t r i c a l  s e r v i c e s  and 
a b i l i t y  to meet a l l  or at  l e a s t  one of  the  c r i t e r i a  s p e c i f i e d  1n 
s ubs ect i on  B of- t h i s  s e c t ion.  The- h i ghes t  c l a s s i f i c a t i o n  s h a l l  be 
ass i gned  to those c i t i e s  or towns which meat a l l  of  the c r i t e r i a  s p e c i f i e d  
1n s ubs ect i on  3 of t h i s  s ec t i o n .  The lowest  c l a s s i f i c a t i o n  s h a l l  be 
as s i gned  to those c i t i e s  or towns which meet a t  l e a s t  one of  the  c r i t e r i a  
s p e c i f i e d  in s ubsect i on B of  t hi s  s e c t io n .  The department s h a l l  e s t a b l i s h  
c o n t r a c t s  with those physicians  whose r e q u e s t s  are ass i gned the  h i gh e s t  
c l a s s i f i c a t i o n .  I f  fund* remain a v a i l a b l e ,  the department s h a l l  proceed 
1n descending order  to e s t a b l i s h  c o n t r a c t s  with those ph y s i c i an s  whose 
r e q u e s t s  have been assigned 6 lower c l a s s i f i c a t i o n  u n t i l  funding is 
d e p l e t e d .

" f .  The f i n a n c i a l  a s s i s t a n c e  awarded pursuant  to s ubse c t i on  E of 
t h i s  s e c t io n  s h a l l  bo used for  each phys i c i an  who meets the q u a l i f i c a t i o n s  
of  subsec t i on  C of  t h i s  s e c t i on ,  1$ under c o n t r a c t  with the department  to 
remain In p r a c t i c e  in the r u r a l  ares  for  the c o n t r a c t  year  and who 
provides  t r e p o r t  upon completion of o n e - h a l f  of the c o n t r a c t  term and 
upon conclusion of the  c ont r a c t  to the department which i d e n t i f i e s  the 
number of women t o  whom the physician has provided medical  s e r v i c e s  dur ing 
d e l i v e r y ,  the  ages of the  women, the number of  pr enat a l  v i s i t s  each woman 
r e c e i v e d ,  m e  number of women who ere a t  or  below f e d e r a l  pover t y  
s t a n d a r d ,  t he  number of  Arizona hea l t h  c a r e  cost  containment  system 
e n r o l l e d  women served and the Insurance s t a t u s  of the women, c o n t r a c t s  
p u r s u a n t - t o  t h i s  s e c t i o n  are exempt from the requirements  of  t i t l e  41,  
c h a p t e r  23, Arizona Revised S t a t u t e s .  . ;
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G. The univ2 r > H y  of Ariz.na c ol l ege  of  medicine s h a l l  examine the 
adequacy of o b s t e t r i c a l  services  in r u r a l  underjErvcd a r s e s .  The 
u n i v e r s i t y  of  Arizona col lege of medicine s h a l l  cevelop a plan  which may 
Include the use of  educat ional  s ubs i di es  designed to  overcome any 
I d e n t i f i e d  Inadequacies  in the d e l i v e r y  of o b s t e t r i c a l  car e  or  o t h e r  
pr imary h e a l t h  care  serv i ces  in r u r a l  Arizona,  The plan s h a l l  inc lude
recornnendit ions regardi ng  educat ional  s u b s i d i e s ,  I d e n t i f i c a t i o n  of funding 
needs,  i d e n t i f i c a t i o n  _>f a l t e r n a t i v e  funding sources and ne c e s s a r y  
l e g i s l a t i v e  a c t i on  to Implement the recommendations.  The u n i v e r s i t y  of  
Arizona c o l l e g e  of medicine s n >n  submit t h e i r  r e p o r t  to tne governor,
p r e s i d e n t  of*  the senate and speaker  of the house of r e p r e s e n t a t i v e s  by 
February l ,  i § 9 0 .

H. m e  department  shal l  submit a w r i t t e n  r ep o r t  t o  t he  governor,
the p r e s i d e n t  of  the  senate and the speaker  of  the house of
r e p r e s e n t a t i v e s  on or before February l ,  1990 on the number of p h y s i c i a n s  
who have appl i ed  and the number of phys ic i ans  who r ece i ved  f i n a n c i a l  
a s s i s t a n c e  provided pursuant  to subsect ion I  of  t h i s  s e c t i on ,  One year  
from the e f f e c t i v e  date  o f t h i s  s e c t io n ,  the department  s h a l l  e v a l ua t e  the 
e f f e c t i v e n e s s  of  the- f i n a n c i a l  a s s i s t a n c e  provided pursuant  t o  t h i s  
s e c t i o n  and s h a l l  on or before January l ,  1991,  submit f. w r i t t e n  r e p o r t  of  
U s  f i n d i n g s  t o  the governor,  the p r e s i d e n t  of the senate  and the  speaker  
of the house of r e p r e s e n t a t i v e s .  The r e p o r t  s n a i l  i n d u c e  recomMnaation's 
r e ga r d i ng  c o n t i n u a t i o n  of the f i n a n c i a l  a s s i s t a n c e ,  the number of  
ph y s i c i a n s  who r e ce i ved  f i n a n c i a l  a s s i s t a n c e  who plan t o  cont i nue  
p r ovidi ng  p r e n a t a l  and d e l i v e r y  s e r v i ce s  in r u r a l  Arizona and l e g i s l a t i v e  
a c t i o n  necessar y  to improve the c o n t r o l ,  d i s t r i b u t i o n  and c o s t  
e f f e c t i v e n e s s  of the f i n a n c i a l  a s s i s t a n c e .

I .  The a p p r o p r i a t i o n  made m  t h i s  s e c t io n  is  exempt from s e c t i o n  
3 5 - 1 5 0 ,  Arizona Revised S t a t u t e s ,  r e l a t i n g  to laps i ng  of a p p r o p r i a t i o n s ,

r oved by the  Go v e r n o r  June  28, 1989.

the O ff ice  o f  S ecreta ry  o f  State June 28, 1989



o r ga ni z a t i ons  and t h e i r  employees who d i s t r i b u t e  food t o  the publ i c  at  no 
charge.  El iminates  gross  negl igence and r e c k l e s s n e s s  es grounds f o r  c i v i l  
a c t i o n  or  cr iminal  pros ecut i on .

 „K2S£l _ JBUEii ...CfiJtSic..Ufisj.
f  l M 5 . d . a U a J j - t i n . c . e  .(H . L _ g 4$71 - Chapter  290

Appropr iates  $195 , 000  from the s t a t e  general  fund t o  the depar tment  of 
h e a l t h  s e r v i ce s  (OHS) to provide f i n a n c i a l  a s s i s t a n c e  t o  r u r a l  a l l o p a t h i c  
and o s t e o p a t h i c  p h y s i c i an s .  The a p p r o p r i a t i o n  U  exempt from l a p s i n g .

Requires the Department of  Health Ser v i c es  (OHS) to  I d e n t i f y  areas  
t ha t  are underserved with regard to o b s t e t r i c a l  s e r v i c e s  and to i d e n t i f y  
l i c e n s e d  phys ic i ans  In those areas  who have c u r r e n t  o b s t e t r i c a l  d e l i v e r y  
p r i v i l e g e s  at  one or  more r u r a l , non-federa l  h o s p i t a l s  and who are  AHCCCS 
r e g i s t e r e d  p r o v i d e r s .

The f i n a n c i a l  a s s i s t a n c e  1$ not to exceed $ 5 , 0 0 0  f or  family p hy s ic i a n s  
who perform l e s s  than 50 d e l i v e r i e s  and who pay an a d d i t i o n a l  i nsur a nc e  
premium t o  perform o b s t e t r i c a l  servi ces  and 1s not  t o  exceed $ 1 0 , 0 0 0  f or  
both family phys ic i ans  who perform more than 50 d e l i v e r i e s  and
o b s t e t r i c i a n s  who pay an a ddi t i onal  Insurance premium to perform
o b s t e t r i c a l  s e r v i c e s .  Tne f i n a n c i a l  a s s i s t a n c e  s h a l l  be made In two
payments dur ing the year  upon r e c e i p t  of I nf or ma t i on  r e por t e d  by the 
p h y s i c i an s .  f i n a n c i a l  a s s i s t a n c e  shal l  be det ermined on the b a s i s  of  the 
a r e a ' s  need f or  o b s t e t r i c a l  s e r v i ce s  and meeting t h e  c r i t e r i a  e s t a b l i s h e d  
for  undsrserved ar eas .

Requires the Un i v e r s i t y  of  Ar i2 ona Col lege of  Medicine to develop a 
plan to address  the d e l i v e r y  of  hea l t h  care  s e r v i c e s  in r u r a l  Ar izona.  The 
r e p o r t  shal l  be submit ted to the Governor,  P r e s i d e n t  o f  the Senate and 
Speaker of  the House of Repr e s e nt a t i ve s  by February 1,  1990.

Requires the OHS to r e por t  to the Governor,  P r e s i d e n t  of  the Senate 
and Speaker of  the House of Repr es ent a t i ves  by Febr uary  1, 1950 on the
s t a t u s  of  the i n i t i a l  d i s t r i b u t i o n  of  t h e  f i n a n c i a l  a s s i s t a n c e .  The OHS 
s hal l  r ep o r t  again by January 1, 1991,  on the e f f e c t i v e n e s s  of  the program.

Cont racts  w‘th q u a l i f y i ng  physicians  are exempt from the r equi rement s  
of  t he  s t a t e  procurement code.

J o i p t  l . e o i s U t i v e  committee; hea l t h  car-e__(H. 8 . 2 4 7 6 )  - Chapter  216
< I  • • • •  •

E s t a b l i s h e s  a 23-member j o i n t  l e g i s l a t i v e  commit tee on h e a l t h  care  to 
g a t h e r  and compare s t a t i s t i c a l  informat ion concerni ng the I n a b i l i t y  of
many Arizonans to obtain h e a l t h  care i nsurance.  Requi res  the committee to
develop a w r i t t e n  r e p o r t ,  to be submitted to t he  Governor,  the P r e s i de n t  of
the Senate and Speaker of  the House of  R e p r e s e n t a t i v e s  by December 31,
1585.

87

Bri UCVtXOK :



CENERAL ASSEMBLY OF NORTH CAROLINA '  

SESSION 1987

H D

H OU SE DRH7342-LK659

Short Title: Ratal Obstetrical Care Incentive. (Public)

Sponsors: Representatives Hunter. E. Warren, and W oodard .

Referred to;

1 A  BILL T O  BE EN TITLED

2 AN A C T  TO A P PR O P R IA TE  FUNDS T O  T H E  D E P A R T M E N T  O F  H U M A N
3 RESOU RCES T O  ESTABLISH  A  P R O G R A M  T O  C O M P E N S A T E  F A M IL Y

4 PHYSICIANS A N D  O B S T E T R IC IA N S  W H O  A G R E E  T O  PR O V ID E

5 P R E N A T A L  AN D  O B S T E T R IC A L  SERVICES IN CO U N TIES T H A T  A R E

6 U N D ERSERVED  W ITH R E G A R D  T O  T H E SE  SERVICES.

7 Whereas, there are currently 22 counties in the State which have no
8 physicians to provide prenatal or obstetrical care in chose counties, most o f  which are

9 rural counties; and

10 Whereas, there are 20 counties in the State in which more chan half o f

11 the expectant mothers must leave the county for obstetrical care because there are
12 not enough physicians in their home county to provide obstetrical care; and

13 Whereas, prior to 1985 nearly 500 family physicians in North Carolina

!4 were providing obstetrical care; and

15 Whereas, after severe increases In liability insurance premiums, som e in

16 excess o f  three hundred fifty percent (35C8T), the number o f  family physicians

17 providing obstetrical care has dropped tc 189, and numerous obstetricians have;
18 dropped that part of their practice; and



GENERAL ASSEMBLY OF NORTH CAROLINA SESSION 1987

I Whereas, ir :> in the interest o f  the State to provide quality prenatal and

.  neonatal care and to provide access to health care for a!! its citizens; N o * ,  therefore,

3 The Genera! Assembly o f  North Carolina enacts;
4 Section I. From the fund', appropriated from the Genera! Fund to the

5 Department o f  Human Resources there is established a reserve o f  nine hundred fifty

6 thousand dollars (S950.C00) for the 19S3-S9 fiscal year to fund a new program to

7 compensate family physicians ard obstetricians who agree to provide prenatal and

8 obstetrical services in counties (hat are underserved with regard to these services.

9 The Division o f  Health Services shall adopt rules determining the counties chat are 

10 undcrserved with respect to obstetrical care that are to be part o f  the program; the 

I! scope o f  the obstetrical services that are to be provided by a physician for chat
12 physician to be eligible to receive assistance under the program; and the amount and

13 nature o f  the assistance to be provided to eligible physicians. Specific ruies issued by

14 the Division o f  Health Services governing this new program shall include;

15 ( I )  A physician who provides obstetrical care in a county chat is
16 designated as being underserved for prenatal and obscetrieal care

17 by the Division o f  Health Services will be compensated for either

IS the difference between his premiums with obstetrical care coverage

19 and his premiums without obstetrical care coverage, or six

20 thousand five hundred dollars ($6,500), whichever is less;

21 (2) Physicians providing obstetrical care through an arrangement wich

22 their local health department shall have the option  o f  providing

23 the care at their offices or at the facilities o f  the health department

24 obstetrical clinic:

25 (3) No physician shall be required to assume management of the care

26 o f  any obstetrical patient if the level o f  care required for that

27 patient is beyond the professional com petence  o f  chat physician;
28 (4) Physicians eligible for payment under this program shall be

29 licensed to practice medicine in this State,

30 (5) __ Participating physicians shall provide com plete obstetrical C2re for

31 covered patients including prenatal care and delivery; provided,

32 however, physicians in a county without a facility for obstetrical
33 delivery are still eligible if they provide on ly  prenatal care;

P a g e  2 House DRH7342
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(6) The liability insurance rates for obstetrical cate to be used to 

determine compensation under this program shall be based on 

obstetrical premiums o f  S !.000.000/$i .000.000 coverage at a mature 
rate; and

(7) Any physician compensated under this program shall not refuse to 

prov :de obs.etru.aI care tot any patient based on  the patient’s 
econ om ic  status or ability to pay.

Sec. 2. This act shall becom e effective July i. 1988.

if«L

House DRH 734?
Page 3
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SENATE DRS7620-LK?6.)(. '.l7,bo .r.:.‘  ;-------- -------v rn.usu v l c .KK

Short Title; Rural Ob.^ecrica! Care Funds. (Public)

Sponsors: Senators Swain and Winner.

Referred to;

A  BILL. T O  BE ENTITLED
a n  a c t  t o  a p p r o p r i a t e  f u n d s  t o  t h e  d e p a r t m e n t  o f  h u m a n

RESOURCES FOR THE RU R AL OBSTETRICAL CARE INCENTIVE 

PR O G RA M .
The General Assembly o f  North Carolina enacts:

Section !. There is appropriated from the General Fund to the 
Department o f  Human Resources the sum o f  one million dollars 'VS1,000.000) for the 
1939-90 fiscal year and the sum. of two million dollars (S? 000,000) for the 1990-91 

fiscal year to fund the rural obstetrical care incentive program.
The rural obstetrical care program shall compensate family physicians 

and obstetricians who agree to provide prenatal and obstetrical services in counties 
that are underserved with regard to these services. 1 he Commission tor Health 
Services shall adopt rule? jeterm.nmg cue counties that are uoderservea with respect 
to oosictrica! care that are to be par. o f  this program, the scope o f  the obscecricai 
services that arc to be provided by a physician for that physician to be eligible to 
receive assistance under the program, and the amount and nature o f  the assistance to 
be provided to eligible physicians. Specific rules issued by the Commission fot 

Health Services governing this program shall include:
( I )  A  physician who provides obstetrical care in a county chat iŝ  

designated as being underscrved for prenatal and obstetrical care'
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by the Commission for Health Service-. >a !M be compensated for 

either the difference between his premiums with obstetrical care 
coverage anti hi.-, premiums without obstctrica! care coverage, or 
six thousand five hundred dolhu* ($6,500). whichever is less;

(2) Physicians providing obstetrical care through an arrangement with 
their local health depn.i tmenc ■vital! have the option o f  providing 
the care at their offices o: it the facilities o f  the health department 
obs'ctrieal clinic;

(3) No physician shall be required to assume management o f  the care 
o f  any obstetrical pat.e.u if the level o f  care required for that 
patient is beyond the prof=>->icnnl competence o f  that physician.

(4) Physicians eligible for payment under this program shall be 
licensed to practice medicine in this State;

(5) Participating physicians shall provide complete obstetrical care for 
covered patients including prenatal care and delivery; provided, 
however, physicians in a county without a facility for obstetrical 
delivery are still eligible if they provide oniy prenatal care,

(6) The liability insurance rates for obstetrical care to be used to 
determine compensation under this program shah be based -on 

obstetrical premiums of SI.000,000/S 1,000,000 coverage at a mature 
rate; and

(7) Any physician compensated under this program shall not refuse to 
provide obstetrical care for any patient based on the patient's 
econom ic status or ability to pay.

Sec. 2. This act shall become effective July I, I9S9.

Page 2 Senate OR$"620
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HOUSE B i l l  2467

AH ACT

MAKING AN APPROPRIATION TO THE DEPARTMENT OF HEALTH SERVICES FOR THE 
PURPOSE OF PAYING A00ITI0NAI MEDICAL MALPRACTICE PREMIUM COSTS FOR 
PERFORMING THE OELIYERY OF INFANTS AT CERTAIN RURAL HOSPITALS; PRESCRIBING 
IDENTIFICATION OF QUALIFYING HOSPITALS AND PHYSICIANS; PRESCRIBING 
EVALUATION OF REQUESTS FOR ASSISTANCE; PRESCRIBING LIMITATIONS, ■ ANO 
FRESCRIBINC STUDIES ANO REPORTS.

1 Be i t  enacted by the L e g i s l a t u r e  of the State  of  Arizona:
2 Sect ion 1. Aoorocriat ion; ouroose: exemotion
3 A. The sum of  one hundred n i n e t y - f i v e  thousand d o l l a r s  is
4 a ppr opr i a t e d  from the s t a t e  general  fund to the department  of  heal th
5 s e r v i c e s  for  the purposes des cr i bed in subsect ion 8 of t h i s  s e c t io n .
6 B. The department  s h a l l  i d e n t i f y  areas  in the s t a t e  t h a t  are
7 underserved with regard to o b s t e t r i c a l  s e r v i c e s .  For purposes of  t h i s
8 s e c t i o n ,  an area s h a l l  be considered underserved with regard to
9 o b s t e t r i c a l  se rv i ces  i f  the area s a t i s f i e s  any of  tile following:

10 1. F i f t y  per  cent  or more of r e s i de n t  l i v e - b i r t h s  occt s r ' out s i de  the
11 c i t y  or  town of res i dence .
12 2.  C i t i e s  or towns where o b s t e t r i c  s e r v i c e s  are t h r e a t en e d  with
13 d i sc ont i nua nc e .
14 3.  C i t i e s  or  towns having a populat ion of l ess  than ten thousand
15 wnere pr e n a t a l  s er vi ces  are not  provided by a phys i c i an .
16 4.  C i t i e s  or towns having a populat ion o f  less  than ten thousand
17 where o b s t e t r i c  bacKup s e r v i c e s  for  a physician are  not a v a i l a b l e .
18 5.  C i t i e s  or  towns where the average numDer of p r e n a t a l  v i s i t s  are
19 l e s s  than the s t a t e  average.
20 C. The department  s h a l l  i d e n t i f y  those phys ic i ans  who p r a c t i c e  in
21 areas  def ined in subsect ion 3 of t h i s  sect ion who meet the fol lowing:
22 1. Shal l  have cu r r e n t  o b s t e t r i c a l  d e l i v e r y  p r i v i l e g e s  at  one or
23 more r u r a l ,  non-fecera l  h o s p i t a l s .



1. 2. - S h a l l  be a r e g i s t e r e d  p r ovi de r  with the Arizona h e a l t h  c a r e  c o s t
2 containment  system who has e s t a b l i s h e d  a c o n t r a c t  for  o D s t e t r i c a l  s e r v i c e s
3 with a t  l e a s t  one or more o f  the system' s  prepaid c o n t ra c t or s .
4 3. The pnysician s h a l l  be l icensed by the appr opr i a t e  l i c e n s u r e
5 board.
6 0.  Family physicians  who perform less  than f i f t y  d e l i v e r i e s  per
7 year  and who are r equi red to pay an a ddi t i onal  premium to perform
8 o b s t e t r i c a l  s e r v i c e s  shal l  be e l i g i b l e  to re c e i ve  an amount not  to exceed
9 f i v e  thousand d o l l a r s .  Family ph y s i c i a n s  who perform more than f i f t y

10 d e l i v e r i e s  per  year  and who are r e q u i r e d  to pay an a ddi t i ona l  premium to
11 perform o b s t e t r i c a l  s e r v i c e s  s h a l l  be e l i g i b l e  to receive an amount not  to
12 exceed ten thousand d o l l a r s .  O b s t e t r i c i a n s  who are r e q u i r e d  to pay an
13 a d d i t i o n a l  premium to provide o b s t e t r i c a l  s e r v i c e s  shal l  be e l i g i b l e  to
14 r e c e i v e  an amount not to exceed ten thousand d o l l a r s .  Payment of  o n e - h a l f
15 of  the  f i n a n c i a l  a s s i s t a nc e  i d e n t i f i e d  in t h i s  sect ion s h a l l  be c o n t i n g e n t
16 upon r e c e i p t  of  the r e p o r t  r e q u i re d  pursuant  to subsect ion F o f  t h i s
17 s e c t i o n .  The second payment s h a l l  be paid upon r e c e i p t  of  the secona
18 r e p o r t  r eq u i r e d  pursuant  to s u b s e c t i o n  F of  t h i s  sect ion.
19 E. Physi c i ans  seeking f i n a n c i a l  a s s i s t a n c e  shal l  respond to  tne
20 d e p a r t me n t ' s  not i ce  within t h i r t y  davs of r e c e i p t  of such n o t i c e  .. in a
21 format  p r e s c r i b e d  by the depar tment .  The department s h a l l  e v a l u a t e  tne
22 p h y s i c i a n ' s  r e q u e s t  for  f i n a n c i a l  a s s i s t a n c e  and shal l  c l a s s i f y  the
23 r e q u e s t s  according to the c i t y  or  town's need for  o b s t e t r i c a l  s e r v i c e s  and
24 a b i l i t y  to meet a l l  or a t  l e a s t  one of the c r i t e r i a  s p e c i f i e d  in
25 s ubse c t i on  8 of  t h i s  s e c t io n .  The h i g h e s t  c l a s s i f i c a t i o n  s h a l l  be
26 a s s i g n e d  to those  c i t i e s  or  towns which meet a l l  of the c r i t e r i a  s p e c i f i e d
27 in s u b s e c t i o n  8 of t hi s  s e c t i o n .  The lowest c l a s s i f i c a t i o n  s h a l l  be
23 a s s i g n e d  to those c i t i e s  or  towns which meet a t  l e a s t  one of  the c r i t e r i a
29 s p e c i f i e d  in subsect ion B of  t h i s  s e c t i o n .  The department s h a l l  e s t a b l i s h
30 c o n t r a c t s  wi th those phys ic i ans  whose r e q u e s t s  are assigned the h i g h e s t
31 c l a s s i f i c a t i o n .  I f  funds remain a v a i l a b l e ,  the department s h a l l  proceed
32 in descending order  to e s t a b l i s h  c o n t r a c t s  with those p h y s i c i an s  whose
33 r e q u e s t s  have been assigned a lower c l a s s i f i c a t i o n  u n t i l  funding is
34 d e p l e t e d .
35 F. The f i n a n c i a l  a s s i s t a n c e  awarded pursuant  to s u b s e c t i o n  E of
36 t h i s  s e c t io n  s h a l l  be used f o r  each phys i c i a n  who meets the q u a l i f i c a t i o n s
37 of  s ubse c t i on  C of t h i s  s e c t i o n ,  i s  under c o n t r a c t  with the depar tment  to
38 remain in p r a c t i c e  in the r u r a l  area f or  the c o n t r a c t  year  and who
39 pr o v i d e s  a r e p o r t  upon completion of  o n e - h a l f  of the c o n t r a c t  term and
AO upon concl us ion  of the c o n t r a c t  to the department  which i d e n t i f i e s  the
41 numoer of  women to wnom the p h y s i c i a n  has provided medical s e r v i c e s  d ur i ng
42 d e l i v e r y ,  the  ages of the women, the numoer of  prenatal  v i s i t s  eacn woman
43 r e c e i v e d ,  t h e  numoer of women who are a t  or  below f e d e r a l  p o v e r t y
44 s t a n d a r d ,  the  number of Arizona h e a l t h  c a r e  cos t  containment  system
45 e n r o l l e d  women served and the i nsurance  s t a t u s  of the women. C o n t r a c t s
46 p u r s u a n t  to t h i s  sec t ion  are exempt from the requirements of  t i t l e  41 ,
47 c h a p t er  23, Arizona Revised S t a t u t e s .
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1 G. The u n i v e r s i t y  of Arizona c ol l ege  of medicine s h a l l  examine the
2 adequacy o f  o b s t e t r i c a l  s e r v i c e s  in r u r a l  underserved ar e a s .  The
3 u n i v e r s i t y  of Arizona col lege of  medicine s h a l l  develop a plan which may
4 include the use of educat ional  s u b s i d i e s  designed to overcome any
5 i d e n t i f i e d  inadequacies  in the d e l i v e r y  of  o b s t e t r i c a l  care or  o t h e r
6 pr imary h e a l t h  care services  in r u r a l  Arizona.  The plan s h a l l  i nclude
7 recommendations regarding educat ional  s u b s i d i e s ,  i d e n t i f i c a t i o n  of  funding
8 needs,  i d e n t i f i c a t i o n  of a l t e r n a t i v e  funding sources and n e c e s s a r y
9 l e g i s l a t i v e  ac t i on  to implement the recommendations.  The u n i v e r s i t y  of

10 Arizona col l e ge  of  medicine shal l  submit t n e i r  r e p o r t  to the gover nor ,
11 p r e s i d e n t  of  the senate and speaker  of the  house of  r e p r e s e n t a t i v e s  by
12 February 1,  1990.
13 H. The department s h a l l  submit a w r i t t e n  r e p o r t  to the governor ,
14 the p r e s i d e n t  of the senate and the  speaker  of the house of
15 r e p r e s e n t a t i v e s  on or before February 1, 1990 on the number of p hy s ic i a n s
16 who have appl i ed  and the number of ph y s i c i a n s  who received f i n a n c i a l
17 a s s i s t s  ;e provided pursuant  to subsect ion E of  t h i s  s e c t i o n .  One year
18 from tne  e f f e c t i v e  date  of t h i s  s e c t i o n ,  the department  s h a l l  eva l ua t e  the
19 e f f e c t i v e n e s s  of the f i na nci a l  a s s i s t a n c e  provided pursuant  to t h i s
20 s e c t io n  and s h a l l  on or  before January 1, 1991,  submit  a w r i t t e n  r e p o r t  of
21 i t s  f i ndi ngs  to the governor,  the pr es i dent  of  the senate and the speaker
22 of  the house of r e p r e s e n t a t i v e s .  The r e p o r t  s h a l l  include recommendation's
23 r e ga r d i ng  c o n t i n u a t i o n  of the f in a n c i a l  a s s i s t a n c e ,  the number of
24 phys i c i ans  who received f i n a n c i a l  a s s i s t a n c e  who plan to c ont i nue
25 providi ng  p r e n a t a l  and d e l i ver y  servi ces  in r u r a l  Arizona and l e g i s l a t i v e
25 ac t i on  necessary to improve the c o n t r o l ,  d i s t r i b u t i o n  and c o s t
27 e f f e c t i v e n e s s  of the f i n a n c i a l  a s s i s t a n c e .
28 I .  The appr opr i a t i on  made in t h i s  s e c t i o n  is exempt from s e c t i o n
29 3 5 - 1 9 0 ,  Arizona Revised S t a t u t e s ,  r e l a t i n g  to lapsing of a p p r o p r i a t i o n s .

p o r o v e d  b y  th e  G o v e r n o r  J u n e  2 8 ,  1 9 8 9 .

in  th e  O f f i c e  o f  S e c r e t a r y  o f  S t a t e  J u n e  2 8 , 19 8 9



\ Medical Indemnity
J_VJL JlV vJTjL Corporation of Alaska

ALEUTPLAZA
4000 OLD SEWARD HWY.. SUITE 203 
ANCHORAGE. ALASKA99503 
(907)563-3414

June 21 , 1989

D ave Donley R epresentative  
A laska State House 
3111 "C " Street Suite 4 5 0  
A nchorage, A laska 9 9 5 0 3

Dear Dave,

Thank-you for spending the time on the phone d iscussin g issues 
effecting m edical m alpractice. As you know I was anxious to discuss 
bills proposed by you because of a special m e e in g  of our Board of 
Governors on June 2 1 , 1 9 8 9 , to discuss this proposed legislation. I 
wanted to clarify  intent to properly present them  for discussion to 
the Eoard.

Y ou , your aide, G inger Bain, and I had discussed the sliding scale  
m atching fund or prem ium subsidy during the legislative session. It 
is my understanding after our recent discussion that H B 3 5 0  should 
reflect what we discussed. I questioned if the algebraic form ula in 
the bill accom plished your purpose. Y ou suggested we work on the 
details later. Y o u r intent as I understood it is to find a way to 
subsidize rural p h y sician s esp ecially  those d eliv erin g  babies to 
maintain the availability  of healthcare throughout the state.

Companion bills to this m atching fund, H B 349  and H B 3 5 5 , were also 
discussed. Y ou suggested that M ICA could be m ade exem pt from  
premium taxes when review ing MICA's tax status. W e also discussed 
forgivin g our loans or turning them into g ran ts . It was my 
understanding that we should work over the sum m er with the 
legislative drafter am ending these bills. If you have him con tact me 
I will happy to work with him.



W e also discussed the con cep t of an adm inistrative system . M ICA  
has been investigating this concept for som etim e and I would like to 
discuss this with you at som e future date when we have m ore time.

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

R eg ard s.

M ary A. Pierce  
E xecu tive  D irector

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

(907) 465-3892 y

April 30, 1989

M E M O R A N D U M

To: Mike Ford, Attorney
Legislative Legal Services

From: Ginger Bairn, aide to
Representative Dave Donley, Chair 
House Labor and Commerce Committee

Re: Bill drafting request - Medical Malpractice Matching Fund

As per our conversation last week, I am writing to ask that you prepare a bill
draft(s) for introduction by the House Labor and Commerce Committee as outlined
below:

1. Prepare a bill draft establishing a uniform premium tax of three percent 
for all lines of insurance in the state. Please speak with Paul Roller, 
Director of the Division of Insurance, for further information regarding 
current premium tax practices. Include "program receipt" languaqe in the 
bill requiring the Division to separately account for the increased 
revenues resulting from the uniform tax so that they may be appropriated 
by the Legislature into the MICA Medical Malpractice Matching Fund.

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

V

3. Prepare a bill draft creating the Alaska Medical Malpractice Matcning Fund 
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 
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 in the state, particularly in rural areas.



- there is 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 in 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 in 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 premium
exceeds ten percent of their gross personal annual income based on 
the following formula:

ANNUAL 
GROSS INCOME

PREMIUM %
OF INCOME

% TO BE 
MATCHED

AMOUNT TO MATCI
1’LMXV.nC.U

$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%
$100,000. $50,000 50 40% 40,000 90%
$10^,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 in 
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 up the language in this section and to add or delete 
anything you think is appropriate.



S t a t e  of Arizona 
House of Re pr es ent a t i ves  
T h i r t y - n i n t h  Le g i s l a t u r e  
F i r s t  Regular  Session 
1989

.Senate Engrossed House B i l l

ISSUED BY
JIM SHUMWAY

SECRETAflr OF STATE

C h a p t e r  290 

HOUSE 8ILL 2467

AN ACT

MAKING AN APPROPRIATION TO THE DEPARTMENT OF HEALTH SERYICES FOR THE 
PURPOSE OF PAYING ADDITIONAL MEDICAL MALPRACTICE PREMIUM COSTS FOR 
PERFORMING THE OELIYERY OF INFANTS AT CERTAIN RURAL HOSPITALS; PRESCRIBING 
IDENTIFICATION OF QUALIFYING HOSPITALS ANO PHYSICIANS; PRESCRIBING 
EYALUATION OF REQUESTS FOR ASSISTANCE; PRESCRIBING LIMITATIONS, • ANO 
PRESCRIBING STUDIES ANO REPORTS.

1 Be 1t  enacted by the Le g i s l a t u r e  of  the  S t a t e  of  Arizona:
2 Sect ion 1. Appropriat ion; purpose: exemption
2 A. The sum of one hundred n i n e t y - f i v e  thousand d o l l a r s  is
4 a p p r op r i a t ed  from the s t a t e  general  fund to the department of h e a l t h
5 s e r v i c e s  for  the purposes descr ibed in subs ec t i on  B of t h i s  s e c t i o n .
6 B. The department snai l  i d e n t i f y  areas  in the s t a t e  t h a t  are
7 underserved wi th regard to o b s t e t r i c a l  s e r v i c e s .  For purposes of  t h i s
8 s e c t i o n ,  an area  s h a l l  be cons idered  underserved with r egard  to
9 o b s t e t r i c a l  s e r v i c e s  i f  the area s a t i s f i e s  any of  the following:

10 1. F i f t y  per  cent  or more of  r e s i d e n t  l i v e - b i r t h s  occur  o u t s i d e  the
11 c i t y  or  town o f  res i dence.
12 2.  C i t i e s  or towns where o b s t e t r i c  s e r v i c e s  are t h r e a t e n e d  with
12 d i s c o n t i nu a n c e .
14 3.  C i t i e s  or  towns having a popul a t i on  of  l e s s  than ten thousand
15 wnere p r e n a t a l  s erv i ces  are not provided by a phys ic i an .
15 4.  C i t i e s  or towns having a p o p ul a t i on  of  less  than ten thousand
17 where o b s t e t r i c  backup servi ces  for  a phys i c i an  are not a v a i l a b l e .
18 5. C i t i e s  or  towns where the average number of pr enat a l  v i s i t s  are
19 l ess  than the s t a t e  average.
20 C. The depar tment ’ s ha l l  i d e n t i f y  those physicians  who p r a c t i c e  in
21 areas  def ined in subsect ion B of t h i s  s ec t i on  who meet the fol lowing:
22 1. Shal l  have cur rent  o b s t e t r i c a l  d e l i v e r y  p r i v i l e g e s  a t  one gr
22 more r u r a l ,  non-feoeral  h o s pi t a l s .



4 3. The pnysician s h a l l  be l icensed by the appropr iate  l i c e n s u r e
5 board.
6 0.  Family physicians  who perform less  than f i f t y  c e l i v e r i e s  per
7 year  and who are requi red to pay an a d d i t i on a l  premium to perform
8 o b s t e t r i c a l  s e r v i c e s  s n a i l  be e l i g i b l e  to r e c e i v e  an amount not  to e xceed
9 f ive  thousand d o l l a r s .  Family phys i c i a ns  who perform more than f i f t y

10 d e l i v e r i e s  p e r  year  and who are r e q u i re d  to pay an addi t i onal  premium to
11 perform O D S t e t r i c a l  s e r v i c e s  s h a l l  be e l i g i b l e  to r e c e i v e  an amount not  t o
12 exceed ten thousand d o l l a r s .  O b s t e t r i c i a n s  who are r equi red to pay an
13 a d d i t i on a l  premium to provide o b s t e t r i c a l  s e r v i c e s  s ha l l  be e l i g i b l e  to
14 r ece i ve  an amount not to exceed ten thousand d o l l a r s .  Payment of o n e - h a l f
15 of the f i n a n c i a l  a s s i s t a n c e  i d e n t i f i e d  in t h i s  s ec t ion  s h a l l  be c o n t i n g e n t
15 upon r e c e i p t  of the r e p o r t  r eq u i r e d  pur suant  to subsect ion F o f  t h i s
17 s e c t io n .  The second payment s h a l l  be paid upon r e c e i p t  of the second
18 r e p o r t  r e q u i r e d  pursuant  to s ubsect i on F of  t h i s  sect ion.
19 E. P hys i c i a ns  seeking f i n a n c i a l  a s s i s t a n c e  s h a l l  respond to the
20 depar tment ' s  n o t i c e  wi thin t h i r t y  days of  r e c e i p t  of  such not ice  . in a
21 format p r e s c r i b e d  by the department .  The department  s n a i l  e v a l u a t e  the
22 p h y s i c i a n ' s  r e q u e s t  for  f i n a n c i a l  a s s i s t a n c e  and s h a l l  c l a s s i f y  the
23 r eques t s  according to the c i t y  or  town's need f or  o b s t e t r i c a l  s e r v i c e s  and
24 a b i l i t y  to meet a l l  or a t  l e a s t  one of  the c r i t e r i a  s p e c i f i e d  -1n
25 subsect ion B of  t h i s  s e c t io n .  The h i g h e s t  c l a s s i f i c a t i o n  s h a l l  be
25 assigned to t hos e  c i t i e s  or  towns which meet a l l  of the c r i t e r i a  s p e c i f i e d
27 in s ubsec t i on  8 of t h i s  s e c t io n .  The lowest  c l a s s i f i c a t i o n  s h a l l  be
29 assigned to t hose  c i t i e s  or towns which meet a t  l e a s t  one of the c r i t e r i a
29 s p e c i f i e d  in s ubsect i on B of t h i s  s e c t i o n .  The department shal l  e s t a b l i s h
30 c o nt r ac t s  wi th those physicians  whose r e q u e s t s  are assigned the h i g h e s t
31 c l a s s i f i c a t i o n .  I f  funds remain a v a i l a b l e ,  the department shal l  proceed
32 in descending order  to e s t a b l i s h  c o n t r a c t s  with those physicians  whose
33 r eques t s  have been assigned a lower c l a s s i f i c a t i o n  u n t i l  funding is
34 depl e t ed .
35 F. The f i n a n c i a l  a s s i s t a n c e  awarded pursuant  to subsect ion E o f
35 t h i s  s ec t ion  s h a l l  be used f o r  each phys ic i an  who meets the q u a l i f i c a t i o n s
37 of s ubsect ion C of t h i s  s e c t i o n ,  i s  under c o n t r a c t  with the department  to
33 remain in p r a c t i c e  in the r u r a l  area f o r  the c on t r a c t  year and who
39 provides  a r e p o r t  upon completion of o n e - h a l f  of  the c o n t r a c t  term and
40 upon concl us ion  of the c o n t r a c t  to the depar tment  which i d e n t i f i e s  the
41 numoer of  women to whom the phys ician has provided medical servi ces  dur i ng
42 c e l i v e r y ,  the  ages of the women, the numoer of  pr e n a t a l  v i s i t s  eacn woman
43 r e c e i ve d ,  the  numoer of women who are a t  or  below federal  p o v e r t y
44 s tanda rd,  the numoer of Arizona h e a l t h  c a r e  c os t  containment system
45 e n r o l le d  women served and the insurance s t a t u s  of  the women. C o n t r a c t s
46 pursuant  to t h i s  sect ion are exempt from the requirements  of t i t l e  41 ,
47 chapt er  23,  Arizona Revised S t a t u t e s .
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G. The u n i v e r s i t y  of  Arizona col lege of  medicine s h a l l  examine the 
adequacy of  o b s t e t r i c a l  servi ces  in r u r a l  underserved areas .  The 
u n i v e r s i t y  of Arizona c ol l ege  of medicine s h a l l  develop a plan which may 
include the use of  educat ional  subsidies  designed to overcome any 
i d e n t i f i e d  inadequacies  in the del ivery of o b s t e t r i c a l  care or  o t h e r  
primary hea l t h  care  s e r v i c e s  in rural  Arizona.  The plan s ha l l  include 
recommendations regardi ng  educat ional  s u b s i d i e s ,  i d e n t i f i c a t i o n  of funding 
needs,  i d e n t i f i c a t i o n  of a l t e r n a t i v e  funding sources and necessary 
l e g i s l a t i v e  a c t i o n  to implement the recommendations.  The u n i v e r s i t y  of  
Arizona c ol l ege  of  medicine shal l  submit t n e i r  r e p o r t  to the governor,  
p r e s i de n t  of the senate  and speaxer of the house of r e p r e s e n t a t i v e s  by 
February 1, 1990.

H. The department  s h a l l  submit a w r i t t e n  r e p o r t  to the governor,  
the p r es i de n t  of  the senate and the speaker  of the house of  
r e p r e s e n t a t i v e s  on or  before February 1, 1990 on t he  number of physicians  
who have appl i ed  and the numoer of ph y s i c i a n s  who r ece i ved  f i n a n c i a l  
a s s i s t a n c e  provided pursuant  to subsect ion E of  t h i s  s e c t i o n .  One year  
from the e f f e c t i v e  dat e  of t h i s  sect ion,  the depar tment  s h a l l  evaluate  the 
e f f e c t i v e n e s s  of  the f i n a n c i a l  ass i s tanc e  provided pursuant  to t h i s  
s e c t io n  and s h a l l  on or  before  January 1, 1991,  submit  a w r i t t e n  r e p o r t  of  
i t s  f indings  to the governor,  the pres ident  of  the senate and the speaker  
of the house of r e p r e s e n t a t i v e s .  The r epor t  s h a l l  include recommendation's 
regardi ng  c o n t i n u a t i o n  of  the f ina nci a l  a s s i s t a n c e ,  the numoer o f  
pnysic ians  who recei ved  f i n a n c i a l  a s s i s t a n c e  who plan to cont inue 
providing p r en a t a l  and d e l i v e r y  services  in r u r a l  Arizona and l e g i s l a t i v e  
ac t i on  necessary to improve the c o n t r o l ,  d i s t r i b u t i o n  and c o s t  
e f f e c t i v e n e s s  of the f i n a n c i a l  ass i s tance .

I .  The a p p r op r i a t i o n  made in t h i s  s e c t i o n  is  exempt from s ec t i on  
3 5- 1 9 0 ,  Arizona Revised S t a t u t e s ,  r e l a t i n g  to l aps i ng  of a p p r op r i a t i o n s .

p p r o v e d  b y  th e  G o v e r n o r  J u n e  2 3 , 1 9 8 9 .

In  th e  O f f i c e  o f  S e c r e t a r y ’ o f  S t a t e  J u n e  2 8 , 1 9 8 9
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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 Araska and 
has created a situation in which there may not be adequate compei sation in 
cases of medical malpractice because claims may be uninsured.

SECTION 2.

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

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

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

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

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



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

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

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

5744D
112089a



MICA Medical Indemnity 
Corporation of Alaska

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

February 2 3 , 1990

R ep resen tativ e  D avid D o n ley , C hairm en 
House Labor and C om m erce C om m ittee 
State o f  Alaska 
P.O. Box V
Juneau, A laska 9 9S11  

D ear Chairm an D o n ley :

I \va3 requested in a leg isla tiv e  hearing on Tuesday, February 2 0 , to supply the
co m m ittee with num bers o f  d e liv eries m ade per p h ysician  from in form ation
gathered on a questionnaire distributed by A SM A  to private p ractice
p h ysician s in the state.

T he in form ation  fo llo w s:

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

F ew e r than
10 1 0 -2 0 21 -4 0 4 1 -1 0 0 1 0 1 -2 0 0

A n ch o ra g e  * 1 3 6
F a i r b a n k s 4 1
K cn ai P en in su la 2 4 3 1
South E ast 1 3 6 3 1
N o r th I *  *

*  - A nchorage includes M at-Su  V alley  

* *  - covered by Federal G overnm ent

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

F e w e r than
10 1 0 -2 0  2 1 -4 0  4 1 -1 0 0  1 0 1 -2 0 0  over 2 0 0

S o u th e a s t



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

10 1 0 -2 0 2 1 -4 0 4 1 -1 0 0 1 0 1 -2 0 0 o v er 2 0 0

A n ch o rag e 1 *  *  * 2 11 3
K en a i P en in su la 1
F a i r b a n k s 4

* * *  T h is physician noted that he only does 4 0  deliveries because CNA (his 
carrier) in creases the rates with an in crease in d eliv eries.

T he fo llow ing arc the sta tistics I testified  to during the hearings.

T o tll: 321 Uninsured: 48  or 15%
1 8 "  o f  total doctors reside in A nchorage

D elivering  or Had B een  D elivering  B ab ies Not D oing D eliveries

T o ta l
U n in s u r e d  
U ninsu red  L o cated

Stopped C overage 
b efo re  1 9 8 7

131
27 or 2 0 .6 %
14 - A n ch o rag e 

7 - K enai Peninsula 
2 - F a irb an k s 
2 - North 
2 - Sou th east

190
21  or 11%
14 - A n ch o rag e  

4  - K enai Peninsu la 
3 - So u th east

% o f  G ross Incom e w illing to Pay

M i n i m u m
M a x i m u m
A v e r a g e

5%
2 5 %
10%

1%
10%
5 - 1 0 %

No L o n g er D eliv erin g
B a b i e s  42  *  or 32%

*  - 33 doctors in the insured group were no longer delivering babies aU. due to 
c o s t .

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

I hope this inform ation proves usefu l. I've attached a copy o f  the 
question n aire  form that was distributed to the 6 1 6  private p ractice  p h ysician .

S i n c e r e l y ,

M ary A ^ /P iercc  
E xecu tive  D irector, M IC A



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

4107 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. 'iTiis survey will help us gather the data 
regarding Alaska and match it with the larger picture of the nation and other 
nations of the world.

The information will be kept confidential. It is important that you realize 
that your name or even the coding will only be known to two or three members of 
the ASM A staff. Secondly, the information you provide should tr  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 corner is in three parts. The first part: G =
Group, S =  Solo (single practioner). The second part is the speciality code as 

. desiginated by the American Medical Association. A  copy of the list with codes 
/ ,  is on the back of the survey form. The third part is location and that is: N =

North, W  =  West, A  =  Anchorage, F  =  Fairbanks, SE =  Southeast, and P =  Kenai 
Peninsula. Please check the code to be sure that it. does apply to vou and to 
vour practice.

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

RAH/jlw



LIABILITY INSURANCE SURVEY

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

If yes, how lo n g ?___________________________________________

With what c a rr ie r? _________________________________________

If no, when did you cancel?___________________________________

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

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

Is this economic, or because of other factors that have forced your choice?  Y e s  No

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

3. What is your 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

If yes, how many per y ea r?_______________________________________

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 fa c to r?  Y e s  No

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

Please verify the code in the top right hand corner of this survey (as noted in the accomanying 
letter) and return the survey in the enclosed envelope. Thank you.


