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Introd u c e d : 4/9/84 
R e f erred: L abor a n d  C o m m e r c e  and

J u d i c i ar y

B Y  T HE  LABOR A N D
1 I N  TH E  S E N A T E  C O M M E R C E  COMMITTEE

2 SE N AT E  B I L L  NO. 546

3 IN T H E  L E G I S L A T U R E  O F  T H E  STATE OF A L A S K A

4 T H I R T E E N T H  L E G I S L A T U R E  - SECOND SESSION

5 A  B I L L

6 Fo r  an A c t  entitled: "An Act r e l a t i n g  to au tomobile service corporations."

7 BE IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  TH E  STATE OF ALASKA:

8 * S e c t i o n  1. A S  21 is a m e n d e d by a d d i n g  a n e w  chap t e r  to read:

9 C H A P T E R  59. A U T O M O B I L E  SERV I C E  CORPORATIONS.

10 - Sec. 2 1.59.010. A P P L I CA B I L I T Y .  (a) Thi s  chapter applies to a

11 person, firm, corporation, or o r g a n i z a t i o n  p r o v i d i n g  or i n tending to

12 p r o v i d e  a u t om o b i l e  service c o r p o r a t i o n  services as d e f i n e d  in A S  21.-

13 5 9 . 9 0 0  for s u b s c r i b e r s  in e x c h a n g e  for p e r i o d i c  prepay m e n t s  by a

14 subscriber.

15 (b) Thi s  c h a p t e r  does not a p p ly  to a p e r s o n  issued a certificate

16 o f  au thority u n d e r  A S  21.09.

17 (c) O t h e r  p r o vi s i o n s  of this title do not apply to an automobile

18 serv i c e  c o r p o r a t i o n  except as e x p r e s s l y  p r o v i d e d  in this chapter.

19 Sec. 21.59.020. I N C O R P O R A T I O N  A N D  C E R T I F I C A T E  OF A U T H O R I T Y  RE-

20 QUIRED. (a) A  p e r s o n  p r o v i d i n g  or i n t e n d i n g  to p r o v i d e  automobile

2 1  service c o r p o r a t i o n  services shall be i n c o r p o ra t e d  as a nonprofit

22 c o r p o r a t i o n  and be curr e n t l y  a ut h o r i z e d  as an automo b i l e  service

23 c o r p o r a t i o n  u n d e r  a ce r t if i c a t e  of au th o r i t y  issued by the director

24 u n d e r  this chapter.

25 (b) If the c o r p o r a t i o n  is to be fo r m e d u n d e r  the laws o f  this

26 state, the a r ticles of i n c o r p o r a t i o n  of the p r o p o s e d  c o rp o r a t i o n  or

27 amen d m e n ts  to e x i s t i n g  ar t i c l e s  of i n c o r p o r a ti o n  shall be subm i t t e d  to

28 the d i r e c t o r  b ef o r e  they are be filed w i t h  the commissioner of

29 commerce and e c o n om i c  dev e l o p m e nt .  The c o m m i s s i on e r  of commerce and
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econo m i c  development may not file the articles or amendments unless 

the director's approval is endorsed. The d ir ector shall approve the 

articles or amendments unless the director finds that the articles or 

amendments do not comply w i t h  law. If not approved, the director 

shall return the proposed articles of incorporation to the i nc orpora­

tors or amendments to the corporation, together w i t h  a written, 

detailed statement of the reasons for nonapproval.

Sec. 21.59.030. QUALIFICATIONS FOR C ERTIFICATE OF AUTHORITY. 

The d i r ector may not issue a certificate of authority to be or act as

an automobile service corporation and shall revoke an existing certifi

cate of authority unless the corporation:

(1) if a newly formed corporation, possesses sufficient 

available work i n g  funds to pay all reasonably anticipated costs of 

acquisition of new business and operating expenses, o t h e r  than losses, 

for a period of not less than six months following the date of is s u­

ance of the certificate of authority;

(2) posts w i t h  the director a bond in the amount of

$50,000, issued by a corporate surety authorized u nder this title to 

act as surety and conditioned upon the organization's faithful fulfill 

ment of its contracts; and

(3) fulfills all other applicable requirements of this

chapter.

Sec. 21.59.040. CERTIFICATE OF AUTHORITY. (a) Ap p l i c a ti o n  for 

a certificate of authority to transact business as an automobile

service corporation shall be made to the director, o n  forms furnished 

by the director and requiring the information about the applicant, its 

directors, officers, and affairs as the d i r e c t o r  m a y  reasonably r e­

quire consistent w i t h  this chapter.

(b) The applicant shall file the following documents wit h  the



application:

(1) a copy of the applicant's articles of i n c o r p o ra t i o n  and 

all amendments, certified by the ap p r o pr i a t e  official of the state of

i n c o rporation

(2) a copy of the applicant's bylaws, c e r t i f i e d  by its

a copy of each subscriber^' contract p r o p o s e d  to be

audited financial statements for the four fiscal

years immediately preceding the application; or

(B) a financial statement of the applicant prepared by 

a certified pu b l i c  accountant a n d dated not mor e than 30 days 

b efore the filing of the application, showing the amount of 

w o r k i n g  funds available to the applicant, a r e c o n c i l i a t i o n  of the 

net w o r t h  or capital account, the source and a p p l i c a t i o n  of the 

funds, and any data pertinent to the financial statement;

(5) the bond  required u n d e r  AS 21.59.030(2) or 21.59.-

(6) a copy of any other relevant document reasonably r e­

quested by the director.

Sec. 21.59.050. RESERVES. (a) A n  automobile service corp o r a­

tion shall establish and maint a i n  u n i m p a i r e d  reserves as follows:

(1) a reserve in an amount not less than all legal o b l i g a­

tions of the corporation, other t h a n  claims o r i g i na t i n g  under s u b­

scriber's contracts, due but unpaid;

(2) a reserve equal to not less than the amount n e cessary 

by reasonable estimate to pay all claims incurred u n d e r  subscriber's 

contracts but currently unpaid, an d  including a reas o n ab l e  additional



1 amount to c o v e r  cl a i m s incurred but not r e p o r t e d  to the c o r p o r a t i o n  at

2 the time of d e t e r m i n a t i o n  of the c o r p o r a t i o n ' s  financial condition;

3 and

4 (3) a reserve equal to 50 p e r c e n t  of all sums c h a r g e d  and

5 r e c e i v e d by the c o r p o r a t i o n  d u r i n g  the c a l e n d a r  p e r i o d  c o v e r e d  by the

6 financial state m e nt ,  on account of in d e m n i t y  b e n efits p r o v i d e d  in

7 s u b s c r i b e r ' s  c o n t r ac t s  for terms for w h i c h  p r e m i u m  was last p a i d  and

8 u n e x p i r e d  at the d a t e  of the f i n ancial statement.

9 (b) Th e  r e s e r v e s  r e q u i r e d  u n d e r  (a) of this sect io n  c o n s t i t u t e  a

10 liability of the c o r p o r a t i o n  in a d e t e r m i n a t i o n  of its f i n a n c ia l

11 condition.

12 (c) I n s t e a d  of the r e s erves r e q u i r e d  by (a) of this s e c t i o n  and

13 the bon d  r e q u i r e d  by AS 21.59 . 0 3 0 ( 2 ),  the a u to m o b i l e  serv i c e corpora-

14 tion ma y  file a b o n d  in the amount of $250,000.

15 Sec. 2 1.59.060. R E C O R D S  A N D  AC CO U N T S .  (a) A n  a u t o m o b i l e  ser-

16 vice  c o r p o r a t i o n  shall e s t a b l i s h  an d  m a i n t a i n  complete a n d  a c c u r a t e

17 records a n d  a c c o un t s  c o v e ri n g  its t ra n s a c t i o n s  an d  affairs, in accor-

18 dance w i t h  g e n e r a l l y  a c ce p t e d  a c c o u n t i n g  p r i n c i p l e s  as a p p l i e d  to the

19 busin e s s  of the corporation.

20 (b) The d i r e c t o r  m a y  accept a n  a u d i t e d  f i nancial sta t e m en t

21 instead of the e x a m i n a t i o n  r e q u i r e d  u n d e r  AS 21.06.120.

22 Sec. 21.59.070. O T H E R  P R O V I S I O N S  AP P L I C A B L E.  In a d d i t i o n  to the

23 p r o v i s i o n s  of this chapter, the f o l l o w i n g  p r o v i s i o n s o f  this title

24 shall a p p l y  to auto m o b i le  serv i c e  c or p orations, to the e x t e n t  applic-

25 able an d  not i n  conflict w i t h  the expr e s s  p r ov i s i o n s  of this c h ap t e r

26 and the r e a s o n a b l e  implications of the express p r o v i sions, and f o r the

27 pu r poses of the a p p l i c a t i o n  the c o r p o r at i o n s  shall be c o n s i d e r e d  to be

28 mu t ua l  insurers:

29 (1) A S  21.03
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1 (2) AS 21.06

2 (3) AS 21.0 9 . 0 5 0

3 (4) AS 2 1 . 0 9 . 1 00  - 21.09.260

4 (5) AS 21.12

5 (6) AS 21.36

6 (7) AS 21.69

7 (8) AS 21.78

8 (9) AS 2 1.90

9 Sec. 21.59.900. DEFINITIONS. In this chapter

10 (1) " a u t omobile service cor p o r a t i o n"  means a c o r p o r a t i o n

11 p ro v i d i n g  all or part of one or more a u t o m o b i l e  service c o r p o r a t i o n

12 services for s ubscribers in exchange for p er i o d i c  prepayment in iden-

13 tifiable amount by o r  as to the subscribers;

14 (2) " au t o m o b i l e service c o r p o r a t i o n  services" means any

15 p r o f e s s i o n a l  service, technical service, r ep l a cement of goods that the

16 c o r p o r a t i o n  may b e c o m e  o b ligated to p r o v i d e  u p o n  a contingent e v e n t  or

17 a c e r t a i n  event that may occur at an u n c e r t a i n  tim e  and for w h i c h  a

18 s p e c i f i e d  single or periodic prep ay m e n t  is charged or collected,

19 including, but not limited to (A) e m e r g e n c y  road service; (B) reim-

20 b u r s e m e n t  of legal fees for r e p r e s e n t a t i o n  on traffic offenses; and

21 (C) p r o v i d i n g  bai l  bonds for traffic offenses; a n  automobile s e r v i c e

22 c o r p o r a t i o n  may p r o v i d e  other services o r  benef i t s  that do not fall

23 w i t h i n  the d e f i n i t i o n  of an automobile service c o r p or a t i o n  services;

24 (3) "subs cr i b e r ' s  contract" m eans the contract b e t w e e n  the

25 a u t o m o b i l e  service c o rp o r a t i o n  and its s u bs c r i b e r  under w h i ch  all or a

26 part o f  one or m o r e  services is to be r e n dered to or on behalf of the

27 s u b s c r i b e r  by an auto m o b i le  service c o r p o r a t i o n  or by a p r o v i d e r  that

28 has e n t e r e d  into a service agreement w i t h  the automobile service

29 corporation.
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