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RE: SB 546 - "An Act relating to automobile service corporations

CSSB 546 (L & C) is intended to permit automobile service corporations 

(auto clubs) to form and operate in Alaska. The Division of Insurance 

was instrumental in drafting this legislation and strongly supports the 
concept encompassed in CSSB 546.

A virtually identical bill, HB 704, is currently in Senate Rules having 
passed the House 36 - 0 on April 23. An immediate effective date clause 
included in the Senate version is the only difference between those two 
bills. At the request of Steve Silver, a representative of the American
Automobile Association, the Labor and Commerce Committee passed a

committee substitute which would enable auto clubs to organize in the 
state as soon as this legislation is passed. Unfortunately, the 
immediate effective date clause could not have been added to HB 704 as it
would have required a change in title.
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SENATE BILL NO. 546. by the Labor and Commerce Committee.

Sets out statutory requirements for automobile service corpora­
tions under Title 21 (Insurance):

— Would require a person providing or intending to provide 

automobile service corporation services to be incorporated as a 
nonprofit corporation and be currently authorised as an automobile 
service corporation under a certificate of authority issued by the 
Director of the Division of Insurance. Articles of incorporation 
are to be submitted to the Director before they are filed with the 
Commissioner of Commerce and Economic Development, and the 
Commissioner i;i not allowed to file the articles or amendments 
unless the Director's approval is endorsed.

— The Director is not allowed to issue a certificate of authority 
and is required to revoke an existing certificate unless the 
corporation, if newly formed, possesses sufficient available 
working funds to pay all reasonably anticipated costs of 
acquisition of new business and operating expenses, other than 
losses, for a period of not less than six months following the date

of issuance of the certificate of authority. The auto service 
corporation must post a bond in the amount of $50,000 with the 
Director and must fulfill all other applicable statutory 
requirements.

— Outlines procedures for applying for a certificate of authority 
through the Division of Insurance. Applicants are required to file 
articles of incorporation, a copy of the bylaws, copies of proposed 
subscribers' contracts, financial statements, the required bond, 
and a copy of any other relevant document reasonably requested by 
the Director of the Division of Insurance.

— Requires an automobile service corporation to establish and 

maintain unimprircd reserves as follows: "... (1) a reserve in an
amount not less than all legal obligations of the corporation, 
other than claims originating under subscriber's contracts, due but 
unpaid; (2) a reserve equal to but not less than the amount 
necessary by reasonable estimate to pay all claims incurred under 
subscriber's contracts but currently unpaid, and including a 
reasonable additional amount to cover claims incurred but not 
reported to the corporation at the time of determination of the 
corporation's financial condition; and (3) a reserve equal to 50 
percent of all sumo charged and received by the corporation during 
the calendar period covered by the financial statement, on account 
of indemnity benefits provided in subscriber's contracts for terms 
for which premium was last paid and unexpired at the date of the 
financial statement." The reserves constitute a liability of the 
corporation in a determination of its financial condition. Instead 
of the reserves required, and the bond required, the auto service 
corporation may file n bond in the amount of $250,000.

— Requires the corporation to establish and maintain complete and 
accurate records and accounts, and list3 other provisions of 
insurance statutes that apply to automobile service corporations. 
Defines terms used.

Does not provide for an effective date (becomes law 90 days 
following Governor's signature).



SECTION BY SECTION ANALYSIS OF SB 546. 4/16/84.

T h i s  p r o p o s a l  i s  i n t e n d e d  t o  p e r m i t  a u t o m o b . l e  s e r v i c e  c o r p o r a t i o n s  ( a u t o  

c l u b s )  t o  f o r m  a n d  o p e r a t e  i n  A l a s k a .  S i n c e  a u t o m o b i l e  s e r v i c e  

c o r p o r a t i o n s  d o  p r o v i d e  v e r y  l i m i t e d  f o r m s  o f  i n s u r a n c e ,  t h e y  a r e  

c u r r e n t l y  r e q u i r e d  t o  f o r m  a s  a n  i n s u r e r  u n d e r  T i t l e  2 1 .  T h i s  i s  

e f f e c t i v e l y  a  b a r r i e r  s i n c e  t h o s e  r e q u i r e m e n t s  a r e  a i m e d  a t  a  d i f f e r e n t  

k i n d  o f  e n t i t y .  T h e  d i v i s i o n  r e c o g n i s e s  t h a t  t h e  r e q u i r e m e n t s  f o r  a n  

a u t o m o b i l e  s e r v i c e  c o r p o r a t i o n  d o  n o t  n e e d  t o  b e  a s  s t r i n g e n t  a s  f o r  a 

n o r m a l  i n s u r e r  a n d  B u p p o r t  t h e  c o n c e p t  e n c o m p a s s e d  i n  S B  5 4 6 .  T h i s  b i l l  

i s  v e r y  s i m i l a r  t o  C S H B  7 0 4 ( L & C ) .

S e c .  2 1 . 5 9 . 0 1 0 .  P a g e  1. l i n e s  1 0 - 1 8 .

T h i s  s e c t i o n  r e q u i r e s  t h a t  a n  a u t o m o b i l e  s e r v i c e  c o r p o r a t i o n  is  s u b j e c t  

t o  t h e  p r o v i s i o n s  o f  t h e  n e w  c h ?  s r .  It e x c l u d e s  i n s u r e r s  w i t h  a 

c e r t i f i c a t e  o f  a u t h o r i t y  i s s u e d  ; n d e r  A S  2 1 . 0 9 .  It a l s o  p r o v i d e s  t h a t  

o n l y  p r o v i s i o n s  r e f e r r e d  t o  o r  c o n t a i n e d  i n  A S  2 1 . 5 9  a p p l y  t o  a n  

a u t o m o b i l e  s e r v i c e  c o r p o r a t i o n .

S e c .  2 1 . 5 9 . 0 2 0 .  P a g e  1. l i n e s  1 9 - 2 9  a n d  p a g e  2. l i n e s  1 - 7 .

T h i s  s e c t i o n  r e q u i r e s  t h a t  t h e  a u t o m o b i l e  s e r v i c e  c o r p o r a t i o n  b e  a 

n o n p r o f i t  c o r p o r a t i o n  a n d  h o l d  a c e r t i f i c a t e  o f  a u t h o r i t y  i s s u e d  b y  t h e  

d i r e c t o r .  It a l s o  e s t a b l i s h e s  s o m e  p r o c e d u r a l  r e q u i r e m e n t s  a b o u t  o r d e r  o f  

f i l i n g  c e r t a i n  d o c u m e n t s  if t h e  a u t o m o b i l e  s e r v i c e  c o r p o r a t i o n  i s  a 

d o m e s t  i c .

S e c .  2 1 . 5 9 . 0 3 0 .  P a g e  2. l i n e s  8 - 2 2 .

T h i s  s e c t i o n  e s t a b l i s h e s  q u a l i f i c a t i o n s  f o r  a  c e r t i f i c a t e  o f  a u t h o r i t y .  

T h e  a u t o m o b i l e  s e r v i c e  c o r p o r a t i o n  m u s t  b e  f i n a n c i a l l y  s o u n d  a n d  it m u s t  

p o s t  a  b o n d  a s s u r i n g  t h a t  it w i l l  m e e t  i t s  c o n t r a c t u a l  o b l i g a t i o n s .

S e c .  2 1 . 5 9 . 0 4 0 .  P a g e  2. l i n e s  2 3 - 2 9  a n d  p a g e  3. l i n e s  1 - 2 1 .

T h i s  s e c t i o n  l i s t s  t h e  d o c u m e n t s  n e e d e d  t o  o b t a i n  a  c e r t i f i c a t e  o f  

a u t h o r i t y .  (4) p r o v i d e s  a n  o p t i o n  o f  t w o  w a y s  t o  p r o v i d e  s o m e  e v i d e n c e  o f  

f i n a n c i a l  s o u n d n e s s .  T h e  r e s t  i s  a l m o B t  b o i l e r p l a t e  r e q u i r e m e n t s  f o r  

i s s u a n c e  o f  a  c e r t i f i c a t e  o f  a u t h o r i t y .  O n  p a g e  3. l i n e  10. t h e  f i r s t  o f  

t h r e e  d i f f e r e n c e s  b e t w e e n  t h e  S e n a t e  a n d  H o u e e  v e r s i o n s  o f  t h i s  b i l l  

a p p e a r .  S B  5 4 6  u s e e  " f o u r  f i s c a l  y e a r s "  w h i l e  C S H B  7 0 4 ( L & C )  u s e e  " t h r e e  

f i s c a l  y e a r s " .  T h e  d i v i s i o n  h a s  n o  p r e f e r e n c e  o n  t h i B  i t e m .

S e c .  2 1 . 5 9 . 0 5 0 .  P a g e  3. l i n e s  2 2 - 2 9  a n d  p a g e  4. l i n e s  1 - 1 4 .

S u b s e c t i o n s  (a) a n d  (b) p r o v i d e  t h e  r e s e r v e s  n e e d e d  if t h e  b o n d  f i l e d  

u n d e r  S e c .  2 1 . 5 9 . 0 3 0 ( 2 )  i s f o r  $ 5 0 , 0 0 0 .  S u b s e c t i o n  (c) m a k e s  n o  s p e c i a l  

r e s e r v e  r e q u i r e m e n t s  if t h e  b o n d  f i l e d  u n d e r  S e c .  2 1 . 5 9 . 0 3 0 ( 2 )  i s  f o r  

$ 2 5 0 , 0 0 0 .  S i n c e  t h e  a m o u n t s  f o r  w h i c h  t h e  a u t o m o b i l e  s e r v i c e  c o r p o r a t i o n  

w i l l  b e  a t  r i s k  a r e  v e r y  l o w  f o r  e a c h  s u b s c r i b e r ,  t h e  b o n d  i s  a  g o o d  

s u b s t l t u t e .



S e c .  21, VS). 0 5 0 .  P a g e  4. l i n e s  1 5 - 2 1 .

T h i s  s e c t i o n  r e q u i r e s  t h a t  r e c o r d s  b e  k e p t  o n  a  g e n e r a l l y  a c c e p t e d  

a c c o u n t i n g  p r i n c i p l e s  b a s i s  r a t h e r  t h a n  t h a t  u s u a l  t o  a n  i n s u r e r ,  a  

s t a t u t o r y  b a s i s .

S e c .  2 1 . 5 9 . 0 7 0 .  P a g e  4. l i n e s  2 2 - 2 9  a n d  a l l  o f  p a g e  5.

S i n c e  t h i s  i s  a n  e x c l u s i v e  s t a t u t e ,  o n e  t o  w h i c h  p r o v i s i o n s  o u t s i d e  o f  

t h e  c h a p t e r  d o  n o t  a p p l y ,  t h i s  s e c t i o n  i s  n e e d e d  t o  b r i n g  o t h e r  

a p p r o p r i a t e  s e c t i o n s  o f  t h e  i n s u r a n c e  c o d e  t o  b e a r  o n  a u t o m o b i l e  s e r v i c e  

c o r p o r a t i o n s .  T h e  s e c o n d  d i f f e r e n c e  b e t w e e n  t h e  S e n a t e  a n d  H o u s e  v e r s i o n s  

o f  t h i s  b i l l  a p p e a r s  o n  p a g e  4. l i n e  2 8 .  T h e  S e n a t e  v e r s i o n  c o n s i d e r s  

a u t o m o b i l e  s e r v i c e  c o r p o r a t i o n s  " m u t u a l  i n s u r e r s " ,  w h i l e  t h e  H o u s e  

v e r s i o n  c o n s i d e r s  t h e m  " s t o c k  i n s u r e r s " .  T h e  d i v i s i o n  p r e f e r s  " s t o c k  

i n s u r e r s "  s i n c e  t h e r e  a r e  i m p e d i m e n t s  in  t h e  T i t l e  f o r  t h i s  k i n d  o f  

c o r p o r a t i o n  w h e n  c o n s i d e r e d  a  " m u t u a l  i n s u r e r " .  T h e  t h i r d  d i f f e r e n c e  

b e t w e e n  t h e  S e n a t e  a n d  H o u s e  v e r s i o n s  o f  t h i s  b i l l  a p p e a r s  o n  p a g e  5. 

l i n e  3. In t h e  S e n a t e  v e r s i o n  A S  2 1 . 0 9 . 1 0 0  -  2 1 . 0 9 . 2 6 0  a p p l y  t o  

a u t o m o b i l e  s e r v i c e  c o r p o r a t i o n s ,  w h i l e  in  t h e  H o u s e  v e r s i o n  A S  2 1 . 0 9 . 1 0 0 .  

a n d  A S  2 1 . 0 9 . 1 2 0  —  2 1 . 0 9 . 2 1 0 .  T h e  d i v i s i o n  p r e f e r s  t h e  l a t t e r  s i n c e  A S  

2 1 . 0 9 . 1 1 0  a n d  A S  2 1 . 0 9 . 2 2 0  —  2 1 . 0 9 . 2 8 0  a r e  n o t  a p p r o p r i a t e l y  a p p l i e d  t o  

a n  a u t o m o b i l e  s e r v i c e  c o r p o r a t i o n .

A S  2 1 . 0 3 .  T h i s  c h a p t e r  d e a l s  w i t h  t h e  s c o p e  o f  t h e  i n s u r a n c e  c o d e .

A S  2 1 . 0 5 .  T h i s  c h a p t e r  e s t a b l i s h e s  t h e  a u t h o r i t y  a n d  p o w e r s  o f  t h e  

d i r e c t o r  o f  i n s u r a n c e .

A S  2 1 . 0 9 . 0 5 0 .  T h i s  s e c t i o n  b a r s  m i s l e a d i n g  o r  d u p l i c a t i o n  o f  i n s u r e r  

n a m e s .

A S  2 1 . 0 9 . 1 0 0 .  T h i s  s e c t i o n  d e a l s  w i t h  m a n a g e m e n t  a n d  a f f i l i a t i o n s  o f  

i n s u r e r s .

A S  2 1 . 0 9 . 1 1 0 .  T h i s  s e c t i o n  d e a l s  w i t h  a p p l i c a t i o n  f o r  a  c e r t i f i c a t e  

o f  a u t h o r i t y .  It s h o u l d  b e  r e m o v e d  s i n c e  S e c .  2 1 . 5 9 . 0 4 0  a d e q u a t e l y  d e a l s  

w i t h  t h e  s u b j e c t .

A S  2 1 . 0 9  1 2 0 - 1 7 0 .  T h e s e  s e c t i o n s  d e a l  w i t h  t h e  c e r t i f i c a t e  o f  

a u t h o r i t y .  I s s u a n c e ,  r e f u s a l  t o  i s s u e ,  o w n e r s h i p ,  c o n t i n u a n c e ,  

e x p i r a t i o n ,  r e i n s t a t e m e n t ,  a m m e n d m e n t .  r e v o c a t i o n ,  s u s p e n s i o n ,  a n d  

d u r a t i o n  o f  s u s p e n s i o n  o f  a  c e r t i f i c a t e  o f  a u t h o r i t y .

A S  2 1 . 0 9 . 1 8 0 - 1 9 0 .  T h e s e  s e c t i o n s  d e a l  w i t h  B e r v i c e  o f  p r o c e s s .

A S  2 1 . 0 9 . 2 0 0 .  T h i s  s e c t i o n  d e a l s  w i t h  a n  a n n u a l  s t a t e m e n t .

A S  2 1 . 0 9 . 2 1 0 .  T h i s  s e c t i o n  d e a l s  w i t h  t a x a t i o n .

A S  2 1 . 0 9 . 2 2 0 - 2 5 0 .  T h e s e  s e c t i o n s  d e a l  w i t h  t h e  c o u n t e r s i g n a t u r e  l a w  

a n d  a c t s  c o n n e c t e d  w i t h  a b u s i n e s s  c o n d u c t e d  t h r o u g h  a n  a g e n c y  B y s t e m .  

S i n c e  t h i s  i 3  n o t  t h e  w a y  t h a t  a u t o m o b i l e  s e r v i c e  c o r p o r a t i o n s  o r d i n a r i l y  

c o n d u c t  b u s i n e s s ,  t h e  s e c t i o n s  s h o u l d  b e  r e m o v e d .

A S  2 1 . 1 2 .  T h i s  c h a p t e r  d e f i n e s  t h e  k i n d s  o f  i n s u r a n c e .

A S  2 1 . 3 6 .  T h i s  c h a p t e r  d e a I s  w i t h  u n f a i r  t r a d e  p r a c t i c e s  a n d  f r a u d s .

A S  2 1 . 6 9 .  T h i s  c h a p t e r  d e a l s  w i t h  o r g a n i z a t i o n  a n d  c o r p o r a t e

p r o c e d u r e  f o r  d o m e s t i c  c o r p o r a t i o n s .

A S  2 1 . 7 8 .  T h i s  c h a p t e r  d e a l s  w i t h  r e h a b i l i t a t i o n  a n d  l i q u i d a t i o n  o f  

i m p a i r e d  o r  i n s o l v e n t  i n s u r e r s .

A S  2 1 . 9 0 .  T h i s  c h a p t e r  c o n t a i n s  t h e  g e n e r a l  p e n a l t y  s e c t i o n  a n d

g e n e r a l  d e f i n i t i o n s  f o r  t h e  i n s u r a n c e  c o d e .

S e c  2 1 . 5 9 . 9 0 0 .  

D e f i n i t i o n  s e c t i o n .



S U G G E S T E D  A M M E N D M E N T S  T O  S B  5 A 6 .

O n  p a g e  A. l i n e  2 8 »  c h a n g e  t h e  w o r d  " m u t u a l "  t o  r e a d  " s t o c k " ’

O n  p a g e  5, l i n e ^ ,  c h a n g e  " A S  2 1 . 0 9 . 1 0 0  -  2 1 . 0 9 . 2 6 0 "  t o  r e a d  " A S  

2 1 . 0 9 . 1 0 0  a n d  A S  2 1 . 0 9 . 1 2 0  -  2 1 . 0 9 . 2 1 0 " .
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