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INTRODUCED "~~ _:::_::_~----------
~ ~ILL FOB AN ACT ENTITLED: "AN AC! TC ESTABLISH A JOINT 

UNDERW~ITING ~SSOCIATION FOR MEtiCAL LIABILITY INSUEANCE." 

EE IT ENACTED BY THE LIGISLATDBE OF THE STATf CF "ONTANA: 

Section 1. Purpose. (1) The legislature finds that a 

crisis exists because of the high ccst and i•pending 

unavailability of medical liability insurance. The purpose 

of this act is to provide an interi• solution to the 

unavailability of such insurance. This legislation will net 

resolve the underlying causes of the unavailability and high 

cost, which extend beyond the insurance 

anticipated that future legislation 

aecbanis•. It is 

will deal on a •ere 

permanent basis with th~ root causes of the current crisis. 

Accordingly, tbis act is enacted for a liaited feriod of 

time. 

~ection 2. Definitions. As used in 

following definitions dffly: 

(1) ·~edical liability insurance• 

coverage aqainst the legal liatility cf 

this act the 

means insurance 

the insured and 

against less, damage, or expe~se incident to a claim arising 

cut of the death or injury of any ferscn as ~he result cf 

negligence in rendering professional service by a licensed 
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physician or a hosFital, hospital-related facility, 

long-term care facility, as defined by 6~-5201. 

cr 

( 2) n Association" means the joint undenni ting 

association estatlished pursuant to the provisions of this 

act. 

(3) 0 Net direct premiuas" mean gross oirect Freaiu•s 

on personal injury liability insurance written pursuant tc 

the provisions of the insurance laws of ~cntana, including 

tbe liability co•ponent of &ultiple peril package policies 

as comFuted by the commissioner of insurance, less return 

pre•iu•s or the unused or unabsorbed portions cf Fre•in• 

deFosits. 

Sect ion 3. Joint underwriting association. (1) A joint 

underwriting association is bereby created, consisting of 

all insurers authorized to write and engaged in writing 

within this state on a direct basis insurance against legal 

liability for the death, injury, or disability of any rerson 

pursuant to the provisions of Title 40, including insurers 

coveriLg the perils in multiple peril package Folicies. Each 

of these insurers shall be a oember of the association and 

shall remain a memter as a ccnoition of its authority to 

continue to transact this kind of insurance in this state. 

The purpose of the association is tc Frovide medical 

liability insurance on a self-supporting basis. 

(2) The association •ay not commence underwriting 

-2- 313 .Y.!3/ 
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operijtlons to~ physicians until th~ cc••issioner of 

insurance, after due hearing and investigation, has 

deter•ined that aedical liabilitf insurance cannot be aade 

available for physicians in the Yoluntary aarket. Ofcn that 

determination the association is the exclusive agency 

through which aedical liability insurance aay be written in 

this state on a priaary basis for physicians. 

(3) The association aay not coaaence undetwriting 

operations for hospitals, hospital-related facilities, or 

long-tara care facilitie~ until the coaaissioner of 

insurance, after due hearing and iavestigation, bas 

deterained that aedical liability insurance is not readily 

available for these facilities in tbe voluntary •a~ket. Upon 

that deteraination the association is authorized to issue 

policies of aedical liability iasurance to hospitals, 

hospital-related facilities, cr long-ter• care facilities 

but need not be the exclusive agency through whicb this 

insurance aay be written on a primary basis in this state. 

(4) If tbe commissioner of insu~ance deteraines at any 

time t~at aedical liability insurance can be aade availatle 

in the voluntary market fer either physicians or hospitals, 

hosfital-related facilities, or lan9-term care 

the association sh~ll thereby ceas~ its 

operations for tb~ medical liability infurance 

facilities, 

under11riting 

which the 

co•missioner bas determined can be •ade available in the 
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voluntary aarket. 

(5) The association bas, pursuant to the prcvisicns cf 

this act and tbe plan of operation vith respect to medical 

liability insurance, tbe powe~ on behalf of its ae•ters to: 

(al subject to limits as s~ecified in the plan of 

operation but not to exceed !1 •illicn for each claiaant 

under one policy and S3 million for all claimants under cne 

policJ in any 1 year, issue or cause to be issued ~clicies 

of insurance to applicants, including incidental co•erages; 

(bl underwrite tbe insurance and as~u•e reinsurance 

from its meabers; and 

(c) cede reinsurance. 

(fl (a) Within 45 days following the creation of the 

association, the directors cf the association shall subRit 

to the coaaissioner of insurance for bis review a Froposed 

plan of operation consistent with the provisions cf this act 

to be fully effective and operative UfCD cr~er cf tbe 

comaissioner of insurance. 

(bl The plan cf operatioD shall Frcvide for econoaic, 

fair, and nondiscriminatory adainistraticn and for the 

frompt and efficient provisicn of aedical liability 

insurance and shall contain other provisions including tot 

not li~ited tc Freliminary assessaent of all •eabers for 

initial expenses necessary to commence operations, 

establishaent of necessary facilities, •anageaent of the 

-4-
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association, assessaent of ae•bers tc defray Jesses and 

expenses, coa•ission arrangements, reasonable and objective 

underwriting standards, acceptance and ces~ion of 

reinsurance, appoint•ent of servicing 

procedures for deter•ining a•ounts of 

provided by the association. 

carriers, 

insurance 

and 

to be 

Cc) !he plan of operation shall provide that any 

profit achieved by the association be added to the reserves 

of the association or returned to the policyholders as a 

dividend. 

(d) A•end•ents to the plan of operation •ay be •ade by 

the directors of the association, subject to the approval of 

the co••issioner of insurance, or shall be •ade at the 

direction of the co••issioner. 

SPction 4. Procedures. (1) ~) A licensed physician or 

hospital, on or after the effective date of the plan of 

operation, i~ entitled to apply to the association for 

cove<age. The application may ce •ade on behalf cf an 

anplicant by a broker o< agent authorized by tbe applicant. 

Ch) If the association deter•ines that the applicant 

meets the unde<vriting standards of the association as 

prescribed in the plan of operation and there is no unpaid, 

uncontested premia& due from the apflicant for prior 

in~urance, as shown by thP in~ured baving failed to •ake 

w~itten objections to the premium cha~ges within 30 days 
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aftP.r billing, then the association, upon receipt cf the 

pre•io• or snch portion therecf as is Frescribed in the plan 

of operation, shall cause to be issued a policy of 

professional liability insurance for a ter• of year. 

(2) (a) The rates, tating plans, rating roles, rating 

classifications, territories, and policy for•s applicable tc 

the insurance written by the association and statistics 

relating thereto are subject to the insurance laws of 

ftontana, giving due consideration to the past and 

prospective loss and e~pense e~perience for Bedical 

liability insurance of all of the •e•ter co•panies cf the 

association, trends in the frequency and severity of 

losses, the in~est•ent inco•e of the association, and such 

other infor•ation as the co••issioner of insurance •ay 

require. 

(hi Within such ti•e as the co••issioner of insurance 

directs, the association shall sub•it for the appro~al of 

the co••issioner an initial filing, in proper fer•, of 

policy forms, classifications, <ates, <ating plans, and 

rating <ules applicable to medical liability insurance to be 

w~ittPn by the association. In the event the comaissioner 

disapproves the initial filing, in whole cr in part, the 

association shall amend it in accordance with the direction 

of th<' comaissioner. If the commissioPet: is unatle to 

approve the filing cr amended filing within the tiae 

-6-
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specified, he shall prcaulgate the policy foras, 

classifications, rates, rating plans, and rules to be used 

by the association in writing s~ch ins~raace. 

(c) lny deficit sustained by the association in any 

year shall be recouped pursuant to the plan of operation and 

the rating plan then in effect by cne or beth of the 

following procedures: 

(i) an assessaent upon the policyholders; or 

(ii) a rate increase applicable pros~ectiYely. 

(d) Effectiwe after the initial year of OFeraticn, 

rates, rating plans, ratinq .rules, and any prowisicn for 

recoupsent through policyholder assesssent or presius rate 

increase shall be based upon the association's loss and 

e~pense e~perience, together with such ether inforsation 

based upon that e~perience as the cossissioner of ins~rance 

considers appropriate. The resultant presius rates shall be 

on an actuarially sound basis and shall be calculated to he 

self-supporting. 

(e) In the ewent that sufficient funds are not 

awailable for the sound financial operation cf the 

association, pending recoup•ent as pro•ided in suhaection 

(2) I d) of this section, all sea hers shall en a teiJ;oraq 

basis contribute to tbe financial requiresents of the 

association in the aanner provid~d for in [section 4). 

Contributions shall be reisborsed to the seabers followinq 
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recoup•ent as provided in subsection (2) (d) of tbis section. 

(f) The coaaissioner of insurance shall consider 

reguiring the association to offer FOlicies on both a clai•s 

made and occurrence basis so that ap~licants say select 

either policy at their ortion. However, the pre•iuw rate 

charged fer both claiss sade and occurrence fOlicies shall 

be at rates established on an actuarially sound basis and 

which are calculated to be self-supFOtting. 

Section s. Participation. Ill insurers which are 

seibers of the association shall participate in its 

writings, ezpenses, profits, and losses in the propcrtion 

that the net direct preaiaas of each se•ber written during 

the preceding calendar year, after ezcluding that portion of 

pre•iuss attributable to the operation of the association, 

bears to the aggregate net direct presiass written in this 

state ty all sesbers of the association. Each insurer's 

participation in the association shall be deter•ined 

annually on the basis of the net direct pre•iuws written 

during the preceding calendar year as reforted in the annual 

~tateaents and other reports filed by tbe insurer Mith the 

comsissioner of insurance. lo •ewber is obligated in 

year to rei•bnrse the association on account 

an:r 

of its 

proportionate share in the deficit fros operations of the 

association in that year in ezcess of 11 of its surplus to 

policyholders, and the aggregate ascunt not so reiirursed 

-8-
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shall be reallocated aaong 

accordance with the method of 

the remaining members in 

determining' participation 

prescribed in this section after excluding fro• the 

co.putation the total net direct premiu•s of all .embers not 

sharing in the excess deficit. In the event that the 

deficit from operations allocated- to all ae•bers of the 

association in any calendar year exceeds 1% of their 

respective surplus- to pol;cyholderso ·the a-aunt of the 

defici~ shall be allocated to each meiDber in accordance with 

the .ethod of determining participation prescribed in this 

section. 

Section 6. Directors. The association shall be 

governed by a board of directors, to be elected annually. 

Eight directors shall be elected by cuaulative voting of 

members of the associationt whose votes shall be weighted in 

accordance with each .ellber's net direct pre•iu•s written 

during the preceding calendar year. Three directors shall 

be appointed by the commissioner- of Insurance as 

representatives of the medical profession, the appoint.ents 

being made at or before each annual meeting. The eight 

directors serving on the first board who are to be elected 

by members of the association shall be elected at a meeting 

of the members held at a time and place designated by the 

co~~~missioner. 

Section 1. Appeals and judicial review. Ill Hith 

-9-

2 

3 

II 

5 

6 

7 

a 

9 

10 

11 

12 

13 

H 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2q 

25 

LC 07117;01 

respect to those ite•s the plan of operation defines as 

appealable aatters, an applicant to t·he association, a 

person insured pursuant to this act, his representative, or 

an affected insurer •ay aFpeal to the co••issioner of 

insurance within 30 days after a ruling acticn or decision 

by or en behalf of the association. 

(2) lll orders of the com•issioner of insurance •ade 

pursuant to this act are subject to judicial review as 

provided in Title ~o. 

Section 8. Privileged coa•unications. There is DO 

liability on the part of and no cause of action of any 

nature may arise against the association, its agents or 

e•ployees, an insurer, a licensed agent or troker, or the 

co••issioner of insurance or his authorized representatives 

for any state•ents made in good faith by the• in any reports 

or co••unications concerning risks insured or to be insured 

by the association or at any 

conducted in connection there~ith. 

administrative hearings 

Section 9. Annual state•ents. The association shall 

file in the office of the com•issioner of insurance annually 

on or before ~arch 1 a statement containing infor•ation with 

respect to its transactions, condition, o~eraticns, and 

affairs during the preceding year. The statement shall 

contain the matters and information prescribed and shall be 

in a for• approved by the ccm•issioner. The cc••issioner •ay 

- 10-
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at any ti•e require the association to furnish additional 

2 infor•atioa vith respect to its transactions, condition, or 

3 any •atter connected tberevitb considered to be aaterial and 

q of assistance in evaluating the scofe, operation, and 

5 experience of the association. 

6 Section 10. Eta•inations of association•s affairs. The 

7 co••issioner of insurance shall •ake an etaaination into the 

B affaits of the association at least annually. The 

9 etaaination shall be conducted and the report thereon filed 

10 in the Haner ptoTided bt la·w. T.be ezpenses cf eyery 

11 exaaination s&all be borne asd paid by tke association in 

12 tbe an11er prescritH!d lty lall'. 

13 Sectioa 11. Effecti~ dat4. This act is effective on 

1- its p4sSU9e aad ap~ro•al aud expires OD Deceaber 31, 1979, 

15 after vbi~b no ne• policies •ay be issued by tbe 

16 association. However, all issued policies continue in force 

17 until their expiration date. 

-!nd-
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FISCAL NOTE 
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for . _ .. ~~~t_e __ BJIL4~.L _ ---------- pursuant to Chapt1 53, Laws of Montana, 1965 · Thirty·Ninth Legislative Assembly. 

Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to membcr'

of the Legislature upon request. 

DESCRIPTION OF PROPOSED L~I']ISLATION: 

An act to establish a joint underwriting association for medical liability insurance. 

FISCAL IMPACT: 

None, unless the Commissioner of Insurance determines that the Association is required to provide coverage. If this is 
case, approximately $12,000 per year for actuarial services would be required. 

Office of Budget and Program Planning 

Date: _ _).,9--77 
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2 IN'IRODUCED FY 

~~ Bill NO. !f._J_7_ 

~------------------------------
physician or a hcsfital, hospital-~elated facility, cr 

2 long-term care facility, as defined by 69-5201. 

3 3 (2) "Association" means the joint underwriting 

II ~ PILL FOR AN AC'I EN'II'ILED: "AI ACT TC ES'IABLISH A JOINT II association estatlished pursuant to the provisions of this 

5 ONDERWBITING ASSOCIATICN FOR ~ECICAL LIABILITY INSUEANCE.• 5 act. 

6 6 (3) "Net direct presiu•s" ~ean gross direct fresiums 

7 BE IT ENACTED BY 'IHE LEGISLATURE OF THE STATE CF eON1ANA: 7 en personal injury liability insurance written pursuant to 

8 Section 1. Pu~pcse. (1). 'Ihe legislature finds that a 8 the provisions of the insurance laws of ecntana, iscloding 

'l crisis exists because of the high cost and i•fending 9 the liability co•ponent of •nltiple peril package policies 

10 unavailability of medical liahility insurance. The purpose 10 as comfuted by the cossissioner of insurance, less return 

11 of this act is to provide an inte~im solution to the 11 premiums or the unused or unabsorbed portions cf fremius 

12 unavailability of such insu~ance. This legislation will net 12 de fOSi ts. 

n resolve the underlying causes of the unavailability and high 13 Sect ion 3. Jci nt underwriting association. ( 1) A jci nt 

111 cost, which extend beyond the insurance •echanis•. It is 111 underwriting association is hereby created, consisting of 

15 anticipated that future legislation will deal en a •ere 15 all insurers authorized to write and engaged in writing 

H permanent basis with the root causes of the current crisis. 16 ~ithin this state en a direct basis insurance against legal 

n Accordir.gly, this act is enacted for a liEited feriod of 17 liability for the death, injury, or disability of any person 

18 time. 18 pursuant to the provisions cf Title 40, including insurers 

19 Section 2. Definitions. As used in this act the 19 covering the perils in multiple peril fackage policies. Each 

20 following definitions affly: 20 of these insurers shall be a memter of the associaticn and 

21 (1) "~edical liability insurance 11 •eans insurance 21 shall remain a member as a ccnditicn cf its authority to 

22 coverage against the lQgal liatility cf the insureQ and 22 continue to t~ansact this kind of insurance in this Etate. 

2J against less, da~age, or expense incident to a clais arising 23 The purpose of the association is tc frovide medical 

2q cut of the death or inju~y of any perscn as the result cf 211 liability insurance on a ~elf-supporting basis. 

25 negligence in rendering frofessicnal service by a licensed 25 (2) The association ~ay net ccmaence under~riting 

S E C 0 rl D R E A D I N G -2- 513 ,Y&/ 



2 

3 

II 

5 

6 

7 

8 

9 

10 

11 

12 

13 

1Q 

15 

16 

11 

18 

19 

20 

21 

22 

23 

211 

25 

LC 0747;01 

operations for physicians until th~ ccasissicnec of 

insurance, after due bearing and investigation, has 

determined that medical liability insurance cannot be •ade 

available for physicians in the voluntary market. OfCD that 

determination the association is the exclusive agency 

through vhicb medical liability insurance may be written in 

this state on a pri•ary basis for physicidns. 

(3) The association •ay not coamence underwriting 

operations for hospitals, hospital-related facilities, or 

long-term care facilities until the coaaissioner of 

insurance, after due bearing and investigation, bas 

deterained that medical liability insurance is not rEadily 

available for these facilities in the voluntary •arket. Upon 

that determination the association is authorized to issue 

policies of •edical liability insurance to hospitals, 

hospital-related facilities, or long-tera care facilities 

but need not be the exclusive agency through vbich this 

insurance aay be written on a primary basis in this state. 

(4) If the co•missioner of insurance determines at any 

ti•e that aedical liability insurance can be •ade available 

in the voluntary market fer either physicians or hospitals, 

bosfital-related facilities, or long-ter• care 

the association sh~ll thereby cease its 

operations for the medical liability in£urance 

facilities, 

underwriting 

which the 

co•missioner has deter•ined can he mace a~ailable in the 
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voluntary aarket. 

(5) The asscciatioo has, pursuant to the prcvisicns cf 

this act and the plan of operation vith respect to medical 

liability insurance, the power on behalf of its aeabers to: 

(a) subject to limits as specified in the plan of 

operation but not to exceed $1 aillicn for each clai•ant 

under one policy and $3 million far all claimants under cne 

policy in any 1 year, issue or cause to be issued policies 

of i~surance to applicants, including incidental coverages; 

(b) underwrite the insurance and assu•e reinsurance 

from its •eahers; and 

(c} cede reinsu:rance. 

(~) (a) Within 115 days following the creation of the 

association, the directors cf the association shall subEit 

to the co••issioner of insurance for his review a proposed 

plan of operation consistent with the Frovisions cf this act 

to be fully effective and operative upcn crder cf thE 

co•missioner of insurance. 

(t) The plan cf operation shall provide for econo•ic, 

fair, and nondiscri•inatory ad•inistration and for the 

frompt and efficient provision of medical liability 

insurance and shall contain other previsions including tot 

not limited tc preliminary assess•ent of all aembers fer 

initial expenses necessary to co•mence operations, 

establishaent of necessary facilities, •anagement cf the 

- ~-
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association, assessment of members tc det~ay lcsses and 

expenses, commission arrangements, reasonable and objective 

underwriting standards, acceptance and cession of 

reinsurance, appointment of servicing carriers, and 

procedures for determining amcunts cf insurance to be 

provided by the association. 

(c) The plan of operation shall provide that any 

profit achieved by the association be added to the reserves 

of the association or returned to the policyholders as a 

dividend. 

(d) Amendments to the rlan of operation aay be made by 

the directors of the association, subject to the apfroval of 

the ccm•issioner of insurance, or shall be •ade at the 

direction of the coRmissicner. 

SPction 4. Procedures. {11 ~l A licensed fhysician or 

hospital, on or after the effective date cf the rlan of 

cperaticn, i~ entitled to apply to the association for 

covgrage. The application may ~e •ade on behalf cf an 

anrlicant by a broker or agent authorized by the apFlicant. 

(h) If the association deter•ines that the a>rlicant 

meets the underwriting standards of tne association as 

prescribed in the plan cf cperaticn and there is no unraid, 

uncontested pr~•ium due fica the afflicant for prior 

in<urance, as shown by the insured having failed to make 

written objections to the premiu• charges within 30 days 
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after billing, then the association, uron receipt cf the 

premium or such portion therecf as is Frescribed in the plan 

of operation, shall cause to be issued a fOlicy of 

professional liability insurance for a term of 1 year. 

(2) (a) The rates, rating plans, rating rules, rating 

classifications, territories, and policy for•s applica~le tc 

the insurance written by the association and statistics 

relating thereto are sutject to the insurance laws of 

l!ontana, giving due consideration to the past and 

prospective loss and 

liability insurance 

association, trends 

eipense eiperience for medical 

of all of the ae•ter companies cf the 

in the frequency and severity of 

losses, the invest•ent inco•e of the association, and such 

other infor•ation as the com•issioner of insurance •ay 

require. 

(b) Within such ti•e as the commissioner cf insurance 

directs, the association shall sub•it for the approval of 

the commissioner an initial filing, in proper fer•, cf 

policy forms, classifications, rates, rating plans, and 

rating rules applicable to medical liability insurance to be 

written by the association. In the event the co•missioner 

disapn•oves tbe initial filing, in whole cr in part, the 

association shall amend it in accordance with the direction 

of the commissioner. If the commissioner is unatle to 

approv€ the filing cr amended filing within the time 

-6-
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shall promulgate the policy forms, 

rates, rating Flans, and rules to be used 

by the association in writing such insurance. 

(c) llny deficit sustainEd by the association in any 

year shall be recouped pursuant to the plan of operation and 

the rating plan then in effect by one or beth cf the 

following procedures: 

(i) an assessaent upon the policyholders; or 

(ii) a rate increase applicable prosrectively. 

(d) Effective after the initial year of oreraticn, 

rates, rating plans, rating rules, and any provision for 

recoupaent through policyholder assessaent or premium rate 

increase shall be based upon the association's loss and 

expense experience, together with such ether inforaation 

based upon that experience as the coaaissioner of insurance 

considers appropriate. The resultant preEina rates shall be 

on an actuarially sound tasis and shall be calculated to be 

self-supporting. 

(e) In the event that sufficient funds are not 

available for the sound financial operation cf the 

association, pending recoupment as provided in subsection 

(2) (d) of this section, all aemhers shall en a temfora.q 

basis contribute to the financial requireaents of the 

asscciaticn in the ~anner provided for in (section 4]. 

contritutions shall be rei»bnrsed to the membe~s following 
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~ecoupaent as provided in subsection (2) (d) of this section. 

(f) The coamiss ioner of insu~a nee sba 11 consider 

requiring the association to cffer ~olicies en beth a claims 

made and occu~rence basis so that ap~licants aay select 

either policy at their Ofticn. However, the pre•iua rate 

charged fer both claims aade·and occurrence fOlicies shall 

be at rates established on an actuarially sound basis and 

which are calculated to be self-suprorting. 

section 5. Participation. All insurers which are 

aeabers of the association shall participate in its 

writings, expenses, profits, and losses in the propcrticn 

that the net direct premiums of each •ember Mrittec du~ing 

the preceding calendar year, after excluding that portion of 

premiums attributable to the operation cf the association, 

bears to the aggregate net direct preaiuas written in this 

state ty all me•bers of the asscciaticn. Each insurer's 

participation in the association shall be deter~ined 

annually co the basis of the net direct p~emiu•s written 

during the preceding calendar year as re>orted in the annual 

statements and ether ~eforts filed by the insurer with the 

comaissioner of insurance. 

year to reiabu~se the 

No me•ber is obligated in 

association on account 

any 

of its 

proportionate sba~e in the deficit fro~ operations of the 

associaticn in that year in excess of 11 of its surplus to 

policyholders, and the aggregate amcunt not so rei•tursed 

-8-
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shall be reallocated among the remaining members in 

accordance with the method of determining participation 

prescribed in this section after excluding from the 

computation the total net direct premiums of all .embers not 

sharing in the excess deficit. In the event that the 

deficit from operations allocated to all .embers of the 

association in any calendar year exceeds 1% of their 

respective surplus to policyholders, the aaount of the 

deficit shall be allocated to each member in accordance with 

the method of determining participation prescribed 

section. 

in 

Section 6. Directors. The association shall 

this 

be 

governed by a board of directors, to be elected annually. 

Eight directors shall be elected by cumulative voting of 

members of the association• whose votes shall be weighted in 

accordance with each ~~e.t>e.r"s net direct premiums written 

durin~ the preceding calendar year. Three directors shall 

be appointed by 

representatives 

being made at or 

the COIMiissioner of insurance as 

of the medical profession, the appoint.ents 

before each annual meeting. The eight 

directors serving on the first board who are to be elected 

22 - by members of the association shall be elected at a meeting 

23 

24 

25 

of the members held at a time and place designated by the 

commissioner. 

Section 7. Appeals and judicial review. ( 1) With 
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the plan of operation defiDes 

applicant to the associaticn, 

as 

30 days after a ruling acticn or decision 

by or en behalf of the association. 

(2) All orders of the com•issioner cf insurance made 

pursuant to this act are subject to judicial review as 

provided in Title 40. 

sect ion B. 

liability on 

Privileged 

the part of 

co••unications. There is no 

and no cause of action of any 

nature may arise against the association, its agents or 

employees, an insurer, a licensed agent or broker, or the 

commissioner of insurance or his authorized representatives 

for any statements made in good faith by them in any reports 

or communications concerning risks insured or to be insured 

by the association or at any administrative hearings 

conducted in connection therewith. 

Section 9. Annual statements. The association shall 

file in the cffice of the commissioner of insurance annually 

on or before ~arch 1 a statement containiEg infor•ation with 

respect to its transactions, condition, operaticns, and 

affairs during the preceding year. !he statement shall 

contair. the matters and information prescribed and shall te 

in a fora approved by the commissioner. The ccm•issioner may 

-10-
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at any time rPguire the association to furnish additional 

2 information with resp~ct to its transactions, condition, or 

3 any matter connected therewith considered to be •aterial and 

4 of assistance in evaluating the sccpe, operation, and 

5 ezperience of the association. 

6 

7 

B 

9 

10 

1 1 

S~ction 10. Ezaminations of association's affairs. !he 

co•missioner of insurance shall make an exa•inatioo into the 

affairs of the association at least annually. 'rhe 

examination shall be conducted and tbe rerort thereon filed 

in the aanner provided by law. Tbe ezpenses cf every 

examination shall be borne and paid by the asscciaticn in 

12 the •anner prescribed by law. 

13 Section 11, Effective date, This act is effective en 

111 

15 

its passage 

after which 

and approval and ezrires en Cece•ber 31, 1979, 

no nev policies •ay be issued by the 

16 association, However, all issued rclicies continue in force 

17 until their expiration date, 

-End-
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l BILL fOR 11 lCT ER~ITLBD: •AB ICT TO !S~IBLISH I ~OIHT 

DRDEBWBITIHG ISSOCilTIOI fOB !EtlClL LIABILITY IJSOiliCE.~ 

BE IT ENACTED BJ THE LEGISLATOBB Of THE STATE OF !OBTlll: 

Section 1. Purpose. (1) · The legislature finds tbat a 

crisis exists because of the high cost and i•peuding 

unawailability of •edical liability insurance. T~e purpose 

of this act is to provide an interi• solution to the 

unavailability of such insurance. This legislation will net 

resolve the underlying causes of the unawailability and high 

cost, which extend beyond the insurance aechanis•. It is 

anticipated that future legislation will deal on a acre 

peraanent basis ~ith the root causes of the current crisis. 

Accordingly, tbis act is enacted for a liaited Feriod of 

time. 

Section 2. Definitions. Is osed in tbis act the 

following definitions afply: 

(1) "Medical liability insurance• aeans insurance 

coverage agai11st the legal liability of the .i11sured and 

against less. daaage. or expense incident to a claia arising 

out of the death or injury of any perscn as the result cf 

negligence in rendering professional service by a lice11sed 

T H I R D R E A D I N G 
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physician or a hospital, hospital-related £acility, or 

long-tera care facility. as defined by 69-5201. 

(2) "Association• aeans tbe joint nndertu:i ting 

association established pursuant to the provisions of this 

act. 

(3) •Ret direct preaiuas• aean gross direct preaiuas 

on personal injury liability i11surance written pursuant to 

the provisio11s of the insura11ce laas of !cntaaa. iacluding 

the liability coaponent of aaltiple peril package policies 

as coaFuted by the coaaissioner of insura11ce, less return 

preaiuas or the unused or unabsorbed portions of preaiu• 

deposits. 

Section J. ~oint undervritiug associatioJJ. (1) 1 joint 

underwriting associatio11 is hereby created, consisting of 

all insurers authorized to write and engaged i11 writing 

within this state on a direct basis in~urance against legal 

liability for the death. injury. or disability of any person 

pursuant to the provisions of Title 40, including insurers 

covering the perils in anltiple peril package policies. Each 

of these insurers shall be a aeaber of the association and 

shall remain a aeaber as a condition of its authority to 

continue to transact tbis kind of insurance in this state. 

The purpose of the association is tc prowide aedical 

liability insurance on a self-supporting basis. 

(2) The association •ay not coaaence underwriting 

-2- 313 jl'~/ 
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operations for pbysiciaus until the coaaissioner of 

insuraace, after due heariag and inYestiqation, bas 

deterained tbat aedical liability insurance cannot be aade 

aYailable for physiciaas in the voluntary aarket. Opcu that 

deteraination the association is the eEclusiYe agencJ 

through which aedical liability insurance aay he written in 

this state on a priaary basis for physicians. 

(3} The association aay not coaaence underwriting 

operations for hospitals, hospital-related facilities, or 

lcug-tera 

insurance, 

deteraiued 

care 

after 

that 

facilities uutil the coaaissiouer of 

due hearing and investigatiou, has 

aedical liability insurance is not readily 

aYailable for these facilities in the Yoluntary aarket. Upon 

that deteraination the association is authorized to issue 

policies of aedical liability insurance to hospitals, 

hospital-related facilities, or long-ter• care facilities 

but need not be the exclusiYe aqency through which this 

insurance aay he written on a priaary basis in this state. 

(Q} If the coamissioner of insurance deteraines at any 

tiae that aedical liability insurance can be •ade available 

in the voluntary market for either physicians or hospitals, 

hospital-related facilities, or long-ter• care 

the association sh3ll thereby cease its 

operations for the •edical liability infurance 

facilities, 

nDdervriting 

vhich the 

coaaissioner has deterained can be •ade available in the 

-3-

1 

2 

3 

q 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0747/01 

Yoluntary aarket. 

(5) The association has, parsuant to the provisicns of 

this act and the plan of operation with respect to aedical 

liability insurance, the power on behalf of its aeahers to: 

(a) subject to liaits as specified iu t~e plan of 

operation but not to exceed $1 aillion for each claiaant 

under one policy and $3 •illion for all claiaants under cne 

policy in any 1 year. issue or cause to be issued policies 

of insurauce to applicants, iucluding iucidental covera9es; 

(b) underwrite the insurance and assuae reinsurance 

fro• its •eabers; and 

{c) cede reiasurance. 

(6) (a} Jitbin 115 days following the creation of the 

association. the directors of the association shall subeit 

to the co•aissioner of insurance for his review a proposed 

plan of operation consistent with the proYisions of this act 

to be fully effective and operatiYe upcn crder of the 

co••issioner of insurance. 

(b) The plan of operation shall prcYide for econoaic, 

fair, and nondiscri•inatory adainistration and for the 

proapt and efficient proYisicn of aedical liability 

insurance and shall contain other provisions including tot 

not liaited tc preliainary assessaent of all aeabers for 

initial expenses necessary to coaaence operations, 

establishaent of necessary facilities, •anaqeaent of the 

-4-
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association, assessaent of seabers to defray losses and 

expenses. coaaission arrangeaents, reasonable and objectiwe 

underwriting standards, acceptance aad cession of 

reinsurance, appointaent of servicing carriers, and 

procedures for deteraining aaonnts cf insurance to be 

provided by the association. 

(c) The plan ot operation shall provide that any 

profit acbiewed by the association be added to the reserwes 

of the association or returned to the policyholders as a 

dividend. 

(d) Aaendaents to the plan of operation aay be aade by 

the directors of the association, subject to the aprroval of 

the coaaissioner of insurance, or shall be aade at the 

direction of the coaaissioner. 

Section 4. Procedures. 11) ja) A licensed physician or 

hospital, on or after tbe effective date of the plan of 

operation, is entitled to apply to the association for 

coverage. The application aay be aade oa behalf cf an 

applicant by a broker or agent authorized by the applicant. 

(b) If the association deteraines that the applicant 

aeets the underwriting standards of the association as 

prescribed in the plan of operation and there is no unpaid, 

uncontested preaiua due from the applicant for prior 

insurance, as shown by the insured having failed to •ake 

written objections to the preaiua charges withiD 30 days 
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after billing, then the association, upon receipt of the 

preaiua or such portion thereof as is frescribed in the plan 

of operation, shall cause to be issued a policy of 

professional liability insurance for a ter• of 1 year. 

(2) (a) The rates, rating plans, rating rules, rating 

classifications, territories, and policy foras applicable to 

the insurance written by the association and statistics 

relating thereto are subject to the insurance la11s of 

consideration to t.b.e past and nontana, givinq due 

prospective loss and 

liability insurance of 

ezpense ezperience for aedical 

all of the aeaber coapanies cf the 

in the frequency and severity of association, trends 

losses, the inwestaent incoae of the association, and such 

other inforsation as the coasissioner of insurance aay 

require. 

(bl Within such tiae as the co•aissioner of insurance 

directs, the association shall sub1it for 

the coaaissioner an initial filing, 

policy foras, classifications, rates, 

the approval of 

in proper fora, of 

rating plans, and 

rating rules applicable to aedical lianilitr insurance to be 

written by the association. In the event the coaaissioner 

disapprowes the initial filing, in whole cr in part, tbe 

association shall amend it in accordanc€ with the direction 

of the commissioner. If the com•issioner is unatle to 

approve the filing or amended filing within the ti•e 

-6-
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shall prcaolgate the policy forcs, 

rates, rating plans, and rules to te used 

by the association in writing such insurance. 

(c) Any deficit sustained by the association in any 

year shall be recouped rursuant to the plan of operation and 

the rating plan then in effect by one or both of thE 

following procedures: 

(i) an assess•ent upon the policyholders; or 

(ii) a rate increase applicable prosfectively. 

(d) Effective after the initial yEar of creration, 

rates, rating plans, rating rules, and any pro•ision for 

reconp•ent through policyholder assess•ent or pre•iu• rate 

increase shall be based upon the association's loss and 

expense experience, together with such ether infcr•ation 

based upon that experience as the co•aissioner of insurance 

considers appropriate. The resultant pre•iu• rates shall be 

on an actuarially sound tasis and shall be calculated to be 

self-supporting. 

(e) In the event that sufficient funds are not 

available for the sound financial operation cf the 

association, pending recoupment as provided iu sutsection 

(2) {d) of this section, all •embers shall cn a te•porarJ 

basis contribute to the financial reguire•ents of the 

asscciaticn in the manner provided for in [section ij]. 

Contributions shall be rei•bursed to the me•bers following 
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recoup•ent as provided in subsection (2) (d) of this section. 

(f) The commissioner of insurance shall consider 

requiring the association to offer policies en both a clai•s 

made an~ occurrence basis so that applicants •ay select 

either policr at their option. Bovever. the pre•ium rate 

charged fer both clai•s •ade and occurrence policies shall 

be at rates established on an actuarially sound basis and 

vhicb are calculated to be self-supporting. 

Section s. Participation. lll insurers which are 

me•bers of the association shall participate in its 

writings. expenses, profits, and lcsses in the proportion 

that the net direct pre•iu•s of each •ember written during 

the preceding calendar year, after eicluding that portion of 

premiu•s attributable to the operation cf the association, 

bears to the aggregate net direct pre•iu•s written in this 

state ty all •e•bers of tbe association. Each insurer's 

participation in the association shall be deter•ined 

annually en the basis of the net direct pre•iums written 

during the preceding calendar year as reported in the annual 

~tateaents and ether reports filed by the insurer with th~ 

com•issioner cf insurance. No me•ber is obligated in any 

year to rei•burse the association on account of its 

proportionate share in the deficit frc• operations of the 

association in that year in excess of 11 of its surplus to 

policyholders, and the aggregate aacunt not so rei•tursed 

-8-
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shall be reallocated a.ong the re.aining .a•bers in 

accordance with the aethod of deter111ini-nq participation 

prescribed in this section· after excluding fro• the 

conputatlon the total net direct pre•iu•s of all .e~rs not 

sharing in the excess· deficit. In the event that the 

deflci·t fro• operations atlocated· to all ··-lllbers of the 

association in any calendar year exceeds 1~ of their 

respective surplus· to pol·iqholdersw ·the aiiOUnt ·of the 

deflcl~ shall be alloca~ed to each .elllber in accordance with 

the lllethod o~ determining partici·pation prescribed in 

section. 

Section 6. Directors. The association shall 

this· 

be 

governed by a board of directors, to be elected annually• 

Eig~ directors shall be ·elected by cu.ulative voting of 

members of the association• whose votes shall be weighted in 

accordance with each ae.oer•s net direct premlu•s written 

durrng the preceding calendar year. Three directors shall 

be appointed by the co-issioner of IR$urance as 

representatives of the .edical profession, the appointments 

being 111ade at or before each ·annual meeting. The eight 

directors serving on the first board who are to be elected 

by me~ers of the association shall be elected at a meeting 

of the members held at a time and place designated by the 

commissioner. 

Section 7. Appeal5 and judicial review. (1) With 
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respect to those ite•s the plan of operation defines as 

appealable aatters, an applicant to the associaticn, a 

person insured pursuant to this act, his representative, or 

an affected insurer aay affeal to the co••issioner of 

insurance within 30 days after a ruling action or decision 

by or en bebalf of the association. 

(2) All orders of the co••issioner of insurance aadE 

pursuant to t~is act are subject to judicial review as 

provided in Title 40. 

Section 8. 

liability on 

Privileged 

the fart of 

nature may arise against thE 

co••unications. Taere is no 

and no cause of action of any 

association, its agents or 

eaployees, an insurer, a licensed agent or broker, or the 

coaaissioner of insurance or his authorized representatives 

for any statements aade in good faith by thea in any reports 

or coaaunications concerning risks insured or to be insured 

by the association or at any adaiuistrative 

conducted in connection therewith. 

hearings 

Section 9. Annual stateaents. The association shall 

file in the office of the co••issioner of insurance annually 

en or before ~arch 1 a statement containing infor•ation with 

respect to its transactions, condition, operations, and 

affairs during the preceding year. The state•ent shall 

contain the matters and information prescribed and snail te 

in a for• approved by the cc••issioner. The cc••issioner •ay 

-10-



LC ()7q1/0l 

1 at any ti•e ~equire t~e association to furnish additional 

2 inforaation with res~ect to tts transactions, condition, or 

3 any aatter connected therewith considered to be aatexial and 

4 of assistance in evaluating the SCOfe• operation, and 

5 experience of the association. 

6 section 10. Exaainations of association•s affairs. The 

7 coaaissioner of insurance shall aake an exaaination into the 

8 affairs of the association at least auuually. The 

9 exaaination shall be conducted and the report thereon filed 

10 in the aanuer provided by law. The expenses of every 

11 exaaination shall be borne aad paid by the association in 

12 the •anner prescribed by law. 

13 section 11. Effective date. This act is effective on 

1' its passage and approval and exFires on Deceaber 31. 1979 1 

15 after which no new policies aay be issued by the 

16 associatioa. However. all issued policies continue iu force 

17 until their expiration date. 

-2nd-
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SENATE Bill NO. 437 

INTROOUCED BY DUNKLE 

A BILL fOR AN ACT ENTITLEO: •AN ACT TO ESTARLISH A JOINT 

UNOtR"RITIN& ~SSOCIATION FOR MEOICAL LIABILITY INSURANCE.• 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE Of MONTANA: 

Section 1. Purpose. (1t The le~islature finds that a 

crisis exists because of the hi~h cost and i~ending 

unavailability of •edical liability insurance. The purpose 

of this act is to provide an interi• solution to the 

unavailability of such insurance~ This legislation ~ill not 

resolve the underlying causes of the unavailability and high 

costo which extend beyond the insurance mechanis~. It is 

anticipated that future legislation ~ill deal on a •ore 

per•anent basis ~ith the root causes of the current crisis. 

AGcordingly 0 this act is enacted for a 1 i•ited oeriod of 

tiMe• 

Section 2. Definition~. As used in this act 

following definitions apply: 

the 

(1) •Medical liability insurance• ~eans insurance 

cover~q~ against the leoal liability of the insured and 

against losso damage, or exoense incident to a claim arisinry 

out of the death or injury of any person as thP result of 

negli~ence in renderin~ professional service hy a licensed 
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physician or a hospital, hospital-related facility, or 

long-term care facility, as defined by 69-5201. 

(c) •Association• •eans the joint under~riting 

association established pursuant to the provisions of this 

act. 

(31 •Met direct preaiuMs" mean gross direct preaiu•s 

on personal injury liability insurance vritten pursuant to 

the provisions of the insurance l~s of "ontanao including 

the liability co•ponent of aultiple peril package policies 

as computed by the co .. issioner of insurance, less return 

pre•iuas or the unused or unabsorbed portions of pre•lu• 

deposits. 

Section 3. Joint under~riting association. (1) A joint 

underwriting association is hereby created. consisting of 

all insurers authorized to vrite and engaged in vritin~ 

vithi~ this state on a direct basis insurance against legal 

liability for the death• injury. or disability of any person 

pursuant to the provisions of Title 'tOo including insurers 

covering the perils in aultiple peril package policies. Each 

of these insurers shall be a aember of the association and 

shall reaain a •ember as a condition of its authority to 

conti.~ue to transact this kind of insurance in this state. 

The ~urpose of the association is to provide medical 

liability insurance on a self-supporting basis. 

(21 The association may not commence underwriting 

-2- SB 431 
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operations for physicians until the coamissioner of 

insurance, after due hearing and investigation, has 

deter~ined that medical liability insurance cannot be made 

available for physicians in the voluntary market. Upon that 

deter•ination the association is the exclusive agency 

through which medical liability insurance may be written in 

this state on a pri~ry basis for physicians. 

(3) The association MaY not com.ence underwriting 

operations for hospitals, hospital-related facilities, or 

long-term care faci I ities until the com•issioner of 

insurance, after due hearing and investigation, has 

deter•ined that •edical liability insurance is not readily 

available for these facilities in the voluntary aarket. Upon 

that cieter•ination the association is authorized to issue 

policies of medical 1 iability insurance to hospitals, 

hospital-related" facilities, or long-term care facilities 

but need not be the exclusive agency through which this 

insurance may be written on a primary basis in this state. 

(It) If the commissioner of insurance determines at any 

ti•e that medical liability insurance can be made available 

in the voluntary market for either physicians or "hospitals, 

hospital-related facilities, or long-term care facilities, 

the association shall thereby cease its undA.rwritinq 

operations for the medical liability insurance which the 

commissioner has determined can be made available in the 
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voluntary market. 

(5) The association has, pursuant to the provisions of 

this act and the plan of operation with respect to medical 

liability insurance, the power on behalf of its Members to: 

(a) subject to limits as specified in the plan of 

operation but not to exceed Sl million for each claimant 

under one policy and S3 million for all claimants under one 

policy in any 1 yaar, issue or cause to be issued policies 

of insurance to applicants, including incidental coverages; 

(b) underwrite the insurance and assume reinsurance 

fro• its aeabers; and 

(c) cede reinsurance. 

(6) (a) Within ~5 days following the creation of the 

association, the directors of the association shall submit 

to the co••issioner of insurance for his review a proposed 

plan of operation consistent with the provisions of this act 

to be fully effective and operative upon order of the 

commissioner ot insurance. 

(o) The plan of operation shall provide for economic., 

fair, and nondiscriMinatory administration and for the 

prompt and efficient provision of 11edical l i ab i1 i ty 

insurance and shall contain other provisions includinq but 

not limited to preliminary assessment of all members for 

i ni ti al expenses necessary to coml'lence operations, 

est3blishment of necessary facilities, manaqement of the 

_,.._ 
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assDciation, assess~nt of me~rs to defray losses and 

expens~s, commission arrangements. reasonable and objective 

under~riting standards, acceptance and cession of 

reinsurance, appointwent of servicinq carriers. and 

procedures for determining amounts of insurance to be 

provided by the association. 

(c) The plan of operation shall provide that any 

profit achieved by the association be added to the reserves 

of the association or returned to the policyholders as a 

dividend. 

(d) Aaend•ents to the plan of operation •ay be •ade by 

the directors of the association• subject to the approval of 

the co•missioner of insurance, or shall be •ade at the 

direction of the co~lssioner. 

Section 4• Procedures. (l) (a) A licensed physician or 

hospital, on or after the effective date of the plan of 

operation, is entitled to apply to the association for 

coverage. The application may be made on behalf of an 

applicdnt by a broker or agent authorized by the applicant. 

(b) If the association determines that the ap,licant 

meets the under~ritino standards of the association as 

prescrioed in the plan of operation and there is no unpaid, 

uncontested premium due from the applicant for prior 

insurance, as shown by the insured havinq failed to make 

written objections to the premium charoes within 30 days 
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after billing, then the association, upon receipt of the 

premium or such portion thereof as is prescribed in the plan 

of operation, shall cause to be issued a policy of 

professional liability insurance for a term of l year. 

(21 (a) The rates, rating plans, rating rules, ratinq 

classifications, territ~ries, and policy for•s applicable to 

the insurance written by the association and statistics 

relating thereto are subject to the insurance laws of 

"onta01ao giving due consideration to the past and 

prospective loss and expense experience for .adical 

liability Insurance of all of the .e•ber co•panies of the 

association, trends in the frequency and severity of 

losses, the invest•ent incOMe of the association, and such 

other information as the co~missioner of insurance may 

requi-r-e. 

(D) Within such time as the commissioner of insurance 

direct~, the association shall submit for the approval of 

the co•missioner an initial filing, in proper formo of 

polic~ forms, classifications, rates, rating plans, and 

ratinc rules applicable to medical liability insurance to be 

written by the association. In the event the commissioner 

disap.,r:wes the initial filing, in whole or in p'lrt, the 

association shall amend it in accordance with the direction 

of th~ co~missioner. If the commissioner is unable to 

approve the tilinq or amended filing within the time 

-6- SB 437 
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pr0111ulgate the policy forMs, 

rating plans, and rules to be used 

by tha association in writinq such insurance. 

(c) Any deficit sustained by the association in any 1 

year shall be recouped pursuant to the plan of operation and 

the rating plan then in effect by one or both of the 

follo~inq procedures: 

( i j an assessaent upon the policyholders; or 

(ii) a rate increase applicable prospectively. 

(dJ Effective after the initial year of operation, 

rates, rating plans, rating rules, and any provision for 

recoupment through policyholder assessment or preniu• rate 

increase shall be based upon the association's loss and 

expense experience, together with such other infor111ation 

based upon that experience as the co.Missioner of insurance 

consijers appropriate. The resultant premium rates shall be 

on an actuarially sound basis and shall be calculated to be 

sel f-su;>porti n<:;• 

{e) In the event that sufficient funds are not 

avail<JCle for the sound financial operation of the 

association, pending recoupment as provided in subsection 

(2)(dl of this section, all .embers shall on a te~porary 

basis contribute to the financial requirements of the 

association in the manner provided for in [section It]. 

Contributions shall be reimbursed to the members following 
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recoupment as provided in subsection (l)(d) of this section. 

(f) The commissioner of insurance shall consider 

requiring the association to offer policies on both a claims 

made and occurrence basis so that applicants may select 

either policy at their option. However, the preaiu111 rate 

charged for both clair.s made and occurrence policies shall 

be at rates established on an actuarially sound basis and 

which are calculated to be self-supporting. 

Section 5. Participation. All insurers which are 

•e•bers of the association shall participate in its 

writings, expenses, profits. and losses in the proportion 

that the net direct preaiums of each eeaber written during 

the preceding calendar year. after excluding that portion of 

pre•iums attributable to the operation of the association. 

bears to the aggregate net direct premiums written in this 

state by all .ambers of the association. Each insurer•s 

participation in the association sh<Jll be determined 

annually on the basis of the net direct premiums written 

during the preceding calendar year as reported in the annual 

stateaents and other reports filed by the insurer with the 

coamissioner of insurance. No meaber is obligated in any 

yedr to reimburse the association on account of its 

proportionate shar~ in the deficit fro• operations of the 

association in that year in excess of 1~ of its surplus to 

policyholders. and the agqregate aMOunt not so reimbursed 
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the re•aininq members in 

determining participation 

after excluding from the 

computation the total net direct pre•iu•s of all .embers not 

snaring in the excess deficit. In the event that the 

deficit fro• operations allocated to all eembers of the 

association in any calendar year exceeds 1¥ of their 

respective surplus to policyholders, the a.ount of the 

deficit shall be allocated to each eeeber in accordance vith 

the eethod of detereining participation prescribed 

section. 

Section 6. Directors. The association 

in this 

shall be 

governed by a board of directors, to be elected annually. 

~ight directors shall be elected by cumulative voting of 

meebers of the association, whose votes shall be weighted in 

accordance with each .enber•s net direct pre•iu•s written 

durinq the preceding calendar year. Three directors shall 

be a~pointed by the co~issioner of insurance as 

representatives of the medical profession, the a~pointments 

being made at or before each annual meeting. The eiqht 

directors servinq on the first board who are to be elected 

by me~bers of the association shall be elected at a meetinq 

of the .e•bers held at a time and place designated by the 

commissioner. 

Section 7. Appeals and judicial review. (1) With 
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respect to those items the plan of operation defines as 

appealable matterso an applicant to the association, a 

person insured pursuant to this act, his representative, or 

an affected insurer •ay appeal to the co••issioner of 

insurance within 30 days after a ruling action or decision 

by or on behalf of the association. 

(2) All orders of the co .. issioner of insurance eade 

pursuant to this act are subject to judicial review as 

provid~d in Title ~o. 

Sections. Privileged 

liability on the part of 

co•eunications. There is no 

and no cause of action of any 

nature eay arise against the association, its agents or 

e•ployeP-so an insurer, a licensed agent or broker. or the 

co••issioner of insurance or his authorized representatives 

for any state.ants aade in good faith by the• in any reports 

or com~unications concerning risks insured or to be insured 

by tne association or at any ad•inistrative 

conducted in connection therewith. 

hearings 

Section 9. Annual statements. The association shall 

file in the office of the commissioner of insurance annually 

on or before March 1 a statement containing information with 

r~spect to its transactions, condition, operations. and 

atfairs during the precedino year. The statement shall 

contain the matters and information prescribed and shall be 

in a form approved by the commissioner. The coMmissioner •ay 
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1 at any ti•e require the association to furnish additional 

l inforeation with respect to its transactions, condition. or 

3 any •atter connected therewith considered to be material and 

4 of assistance in evaluating the scope. operation, and 

5 experience of the association. 

6 Section 10. Exa•inations of association•s affairs. The 

1 coa•i~.sioner of insurance shall -ke an exaaination into th .. 

8 affairs of the association at least annually. The 

9 exa•ination shall be conducted and the report thereon fil .. d 

10 in the •anner provid<>d by law. The expenses of every 

ll exa•ination shall be borne and paid by the association in 

12 the aann .. r prescribed by law. 

13 s .. ction 11. Effective date. This act is effective on 

14 its passage and approval and .. xpires on December 3lr 19l9o 

lS after which no new policies •ay be issued by the 

16 association. However, all issued policies continue in force 

17 until their expiration date. 

-End-
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