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Juneau, Al aska
POSI TI ON STATEMENT: Sponsor of HB 28.

MARTY HESTER, Deputy Director

Di vision of |nsurance

Department of Commerce, Community and Econom c Devel opnent
Juneau, Al aska

POSI TI ON STATEMENT: Testified that the Division of |nsurance
does not oppose HB 28.

ACTI ON NARRATI VE

7:34:41 AM

CHAIR MKE DUNLEAVY called the Senate Labor and Commerce
Standing Cormittee neeting to order at 7:34 a.m Present at the
call to order were Senators O son, Mcciche, and Chair Dunl eavy.

HB 206- MOTOR VEHI CLE SERVI CE CONTRACTS

7:35:09 AM

CHAI R DUNLEAVY announced the consideration of HB 206. "An Act
relating to notor vehicle service contracts; exenpting notor
vehicle service contracts from regulation as insurance; and
providing for an effective date." He noted that this was the
first hearing and there was a work draft conmttee substitute
(CS), Version P

7:35:19 AM
SENATOR M CCI CHE noved to adopt the work draft Senate CS for HB
206, | abel ed 28-LS0501\ P, as the working docunent.

CHAI R DUNLEAVY obj ected for discussion purposes.

STEVE RICCI, Aide, Senate Labor and Comerce Standing Commttee,
introduced the Senate CS for HB 206. He explained that the CS
clarifies the language in service agreenents, focusing on the
repl acenent of fluids, oil filters, and replacenent parts during
regular notor vehicle naintenance. The CS also provides
clarifying |anguage about wundercoating. He deferred technical
guestions to Stephen MDaniel.

7:36:21 AM
CHAI R DUNLEAVY renoved his objection.

7:36: 32 AM

STEPHEN MCDANI EL, Assi stant Executive Director, Service Contract
| ndustry Council (SCIC), Tallahassee, Florida, said that SCIS is
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a national trade association that represents the service
contract industry before regulators and |egislators. He
explained that HB 206 is based on a nodel that was adopted by
the NAIC in the early 1980s and is consistent with the nationa
trend for the regulation of this product. HB 206 will provide a
manner of doing business in Alaska that is consistent with how
service contract businesses are treated in a mjority of the
country.

CHAI R DUNLEAVY asked himto describe what the bill does.
MR. MCDANIEL explained that the |legislation establishes a

regulatory framework for offering notor vehicle service
contracts in Al aska. Anyone providing these products nust

register wth the Dvision of Insurance and denonstrate
financial responsibility to ensure that Al askan consuners are
protected when they purchase the products. The bill also
establishes sonmething like a consurmer bill of rights so that the

service contracts have disclosures to ensure that consuners may
cancel the contracts at any tinme and receive pro rate refunds.
The Division of Insurance has enforcenent authority over the
i ndustry.

7:38:22 AM
SENATOR OLSON asked what problens or conplaints the bill 1is
intended to rectify.

MR MCDANIEL replied he didn't know that there have been
conplaints, but the bill allows the industry to do business with
some regulatory certainty in the state by registering and
conplying with requirenents simlar to those found in other
st at es.

SENATOR OLSON again asked what kind of direct consuner
conplaints the bill rectifies, and expressed doubt about the
need for the | aw

MR. MCDANI EL explained that this law protects Al aska consuners
who purchase these products. It ensures that providers adhere to
the promses they make in these contracts by requiring the
providers to carry insurance that backs their obligations. It
al so outlines the types of coverage that could be offered within
a service contract in Al aska.

SENATOR OLSON asked for confirmation that the bill is not

respondi ng to any conpl aints that have been made in the state of
Al aska.
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MR. MCDANI EL deferred the question to the Division of |Insurance.

CHAI R DUNLEAVY asked M. Hester if the Departnent of Comrerce
Communi ty and Econoni c Devel opnent (DCCED) had a position on the
bill.

7:40: 56 AM

MARTY HESTER, Deputy Director, Division of Insurance, Departnent
of Conmerce, Community and Econom c Devel opnent (DCCED), advised
that the division has worked on this legislation for years to
allow the industry to offer the products they've wanted to offer
while ensuring that Alaska consuners have the protections they
need. The division believes that HB 206 neets this goal.

SENATOR OLSON asked if Alaska law is unclear wth regard to
not or vehicle service contracts.

MR. HESTER replied the law isn't unclear but the different types
of products that different conpanies offer does create a clarity
issue. HB 206 would address the issue by providing the
regul atory structure for the products to be simlar in nature
by establishing the financial responsibilities of the contract
providers, and by allowing the division to oversee the consuner
protection aspects.

SENATOR OLSON conmented that he doesn't want sonebody who isn't
from Al aska dictating what happens in Al aska.

CHAI R DUNLEAVY opened and closed public testinmony. Finding no
further questions or comments, he solicited a notion.

7:43: 32 AM

SENATOR M CCICHE noved to report HB 206, Version P, from
conmmttee with individual reconmmendations and attached fiscal
not e(s).

CHAI R DUNLEAVY announced that w thout objection, SCS CSHB

206(L&C) noved from the Senate Labor and Commerce Standing
Commi ttee.

7:43: 54 AM
At Ease

HB 28-FI RE AND EMERGENCY MEDI CAL SERVI CES

7:44: 37 AM
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CHAI R DUNLEAVY reconvened the neeting and announced the
consideration of HB 28. "An Act exenpting solicitations or
voluntary agreenents to provide anbul ance, energency, or fire
department services from regulation as insurance.” This was the
first hearing.

7:44: 42 AM
REPRESENTATIVE ERIC FEIGE, Alaska State Legislature, Juneau,
Al aska, sponsor of HB 28, introduced the bill stating the
fol | ow ng:

HB 28 addresses an issue inportant to many

or gani zati ons: noney.

Capital grants from the State of Al aska and other
entities help nmany energency service organizations
exist. Unfortunately, noney is often available for
projects such as buying new equipment or repairing a
building, but noney is very rarely available for
oper ati ng expenses.

House Bill 28 provides a nmechanism to hel p energency
service agenci es mai ntai n sustai nability. Fire
departnments, anbul ance services and other energency
service organizations often struggle to keep the doors

open. In some comunities, the power to |evy taxes
provi des sufficient fundi ng to oper at e t hese
departnments. In others, it is not an option. Wen

sufficient funds are not available, organizations turn
to other sources for noney. Sonetimes it is a pancake
supper or a fish fry. Maybe it's a bake sale or sone
ot her project. Maybe BINGO. In different conmmunities,
different things work. The problem with these types of
activities is that they take even nore of the
energency volunteer's tine. Tine they need to spend
training and respondi ng to other energencies.

Donations also are very helpful, but it is becomng
increasingly difficult to convince people to give
noney to an organi zation. People have cone to expect
t he governnent to provide these services.

One alternative to entice people to provide donations
to help support fire and EMS services in the conmunity
is to offer a "no charge" policy to those that give to
the organization. Unfortunately, such a sinple concept
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is considered insurance in Alaska and subject to
numer ous | aws and regul ati on.

An anbul ance service can becone a health services
corporation and becone exenpt from nmany of the
insurance laws. To do so requires the organization to
put up a mninm bond of $100,000 along with other
requirenments. Hardly feasible for a few people in a
remote village who want to create a service to take
those that are sick or injured to the local clinic.
The alternative [is to] hope soneone cones along that
can take the injured or sick person because no
organi zed | ocal anbul ance service exists.

If you just charge the individual for the service,
it's no problem But if you ask for noney up front to
keep gas in the anbulance and to keep the fire station
heated in exchange for not charging the |ongtine donor
if you cone to assist them it falls wunder the
category of insurance and is subject to all the
regul ati ons of the Division of Insurance.

In a simlar situation, a community that has no fire
depart nment m ght want to start one. Oten
organi zations charge if they have to cone to help you

O hers ask for donations. You might hear it referred
to as a subscription fire departnent. In a
subscription departnent, you pay in advance to receive
the service and then receive a discount on costs if
you have to use the service. The State of Al aska
considers this insurance.

Thi s bill does only one t hi ng. It exenpt s
muni ci palities and comuni t y- based nonprofit
organi zati ons engaged in emergency services from the
insurance regulations for donations received that
result in a production of fees charged.

CHAI R DUNLEAVY requested a synopsis of what the bill does.

REPRESENTATI VE FEI GE said it renpoves subscription-type energency
organi zations fromthe regul ations of the D vision of Insurance.

CHAI R DUNLEAVY observed that it would help rural areas of the
st at e.

REPRESENTATI VE FEI CE agr eed.

SENATE L&C COW TTEE -7- April 18, 2014



SENATOR M CCICHE commented that the bill essentially calls
i nsurance sonet hing el se.

REPRESENTATIVE FEIGE clarified that it establishes that
subscription services are not insurance.

SENATOR OLSON asked if the Division of Insurance is in favor of
the bill.

7:50: 26 AM

MARTY HESTER, Deputy Director, Division of Insurance, Departnent
of Conmerce, Community and Econom c Devel opnent (DCCED), stated
that the division does not oppose HB 28. It is simlar to
| egislation that was carved out for the air ambul ance industry.
HB 28 would carve out for nunicipalities and comunity-based
nonprofits to offer simlar subscription services.

SENATOR OLSON adnoni shed the division for taking a neutral
stance on legislation that obviously would help energency
services in rural Alaska. He asked if it's true that the
division has a negative view of people that provide these
subscription-type services.

MR. HESTER replied it is not true. He said the division has to
enforce insurance statutes and it's been opined that these types
of subscription nmenberships are insurance. HB 28 would renove
muni ci palities and comunity-based nonprofits from regul ati on by
t he di vi sion.

SENATOR OLSON asked if he had lived in rural Al aska.

MR. HESTER answer ed no.

CHAI R DUNLEAVY asked if he sees any harm resulting from the
bill.

MR. HESTER answer ed no.

SENATOR M CCICHE said he supports the bill because energency
services are an appropriate application, but it shouldn't grow
beyond t hat.

CHAI R DUNLEAVY opened and cl osed public testinony.

7:53:17 AM
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SENATOR M CCICHE noved to report HB 28 from conmittee wth
i ndi vi dual recommendati ons and attached fiscal note(s).

CHAI R DUNLEAVY announced that w thout objection, HB 28 noved
fromthe Senate Labor and Commrerce Standing Commttee.

7:53:29 AM

There being no further business to cone before the conmttee,
Chair Dunl eavy adjourned the Senate Labor and Conmerce Standing
Commttee neeting at 7:53 a.m
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