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CS S B  546 (L & C)

C S S B  546 (L 8 C) IS I N T E N D E D  T O  P E R M I T  A U T O M O B I L E  CLUBS, 

S U C H  AS A,A,A,, TO  F O R M  AND O P E R A T E  IN A L A SKA. AS AU T O  

C L U B S  DO P R O V I D E  L I M I T E D  F O R M S  OF INS U R A N C E ,  U N D E R  THE 

P R E S E N T  S T A T U T E S  T H E  C L U B S  A R E  R E Q U I R E D  TO F O R M  AS AN 

I N S U R E R  U N D E R  T I T L E  21. T H E  D I V I S I O N  OF I N S U R A N C E  

RECOGNI2F.D T H A T  T H E  R E Q U I R E M E N T S  FOR A U T O M O B I L E  C O R P O R A T I O N S  

DO M O T  NE E D  TO B E  AS S T R I N G E N T  AS FOR A N O R M A L  INSURER. 

T H E R E F O R E ,  T H E  D I V I S I O N  W A S  I N S T R U M E N T A L  IN D R A F T I N G  T H I S  

L E G I S L A T I O N  A N D  S T R O N G L Y  S U P P O R T S  T H E  C O N C E P T  E N C O M P A S S E D  IN 

C S S B  v:«46.

T H I S  C O M M I T T E E  S U B S T I T U T E  W I L L  E N A B L E  A U T O M O B I L E  C L U B S  TO 

O F F E R  rHE I R  S E R V I C E S  T O  A L A S K A N S  T H I S  SUMMER. 1 R E C O M M E N D  

P A S S A G E  OF CSSB 546 (L & C),

A D D I T I O N A L  IN F O R M A T I O N

1) ON A P R I L  23, 1984, T H E  H O U S E  P A S S ' D  V I R T U A L L Y  I D E N T I C A L  

L E G I S L A T I O N ,  IIB 704, 36 - 0. T H E  V  F E C T I V E  P A T E  C L A U S E "  

WAS MOT ON T H E  H O U S E  V E R S I O N  AND S T E V E  SILVER,

R E P R E S E N T A T I V E  F R O M  A . A .A., F E L T  T H I S  C L A U S E  W A S  N E C E S S A R Y .

-2) h a s  I d  is* + h e -  <rJij ^  laic, uiiv.ch cines»

nor cuirer.+ly a , , o w  AH  4o °P ^^ -



ornciAL business

A L A S K A  S T A T E  L E G IS L A T U R E  - S E N A T E  
C O M M I T T E E  O N  L A B O R  A N D  C O M M E R C E

S E N A T O R  R IC H A R D  I. E L IA S O N  
CHAl '.MAN

P O U C H  V  J U N E A U .  A L A S K A  9 9 8 1 1  ( 9 0 7 )  4 8 5 - 0 8 4 4

M E M O R A N D U M

TO: Senator Bill Ray, Chair
Senate Judiciary Committee

FROM: Senator Dick Eliason

DATE: May 8, 1984

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

CSSB j46 (L & C) is intended *o permit automobile service corporations 
(auto clubs) to form and operate in Alaska. The Division of Insurance 
was instrumental in drafting tills legislation and strongly supports the 
concept enconv .ssed in CSSB 546.

A virtually identical bill, MB 704, is currently in Senate Rules having 
passed the House 3 6 - 0  on April 23. An immediate effective date clause 
Included in the senate version in the only difference between these 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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SECTION 3Y SECTION ANALYSIS OF SB 5 4 5 . 4 / 1 6 / 0 4 .

T h i s  p r o p o s a l  is i n t e n d e d  to p e r m i 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  (auto 
c lubs) to form a n d  o p e r a t e  in Alaska. 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  do p r o v i d e  v e r y  l i m i t e d  f orms of insurance, th e y  a r e  
c u r r e n t l y  r e q u i r e d  to form as an i n s u r e r  u n d e r  T i t l e  21, T h i s  is 
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  at a d i f f e r e n t  
k i n d  of entity. T h e  d i v i s i o n  r e c o g n i z e s  that the r e q u i r e m e n t s  for an 
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  do not n e e d  to be as s t r i n g e n t  a s  for a 
no r m a l  i n s u r e r  and s u p p o r t  the c o n c e p t  e n c o m p a s s e d  in SB 546. T h i s  bill 
is v e r y  s i m i l a r  to C S H B  704(L&C).

Sec. 2 1 . 5 9 . 0 1 0 .  P a g e  1, lines 10-10.
T h i s  s e c t i o n  r e q u i r e s  that an 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  
to the p r o v i s i o n s  of the new ch a p t e r .  It e x c l u d e s  i n s u r e r s  u i t h  a 
c e r t i f i c a t e  of a u t h o r i t y  is s u e d  u n d e r  AS  21.09. It a l p o  p r o v i d e s  that 
o n l y  p r o v i s i o n s  r e f e r r e d  to or c o n t a i n e d  in AS 2 1 . 5 3  a p p l y  to an 
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 .

Sec. 2 1 . 5 9 . 0 2 0 .  P a g e  1» lines 19-29 a n d  p a g e  2, lines 1-7.
T h i s  s e c t i o n  r e q u i r e s  that the 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  be a 
n o n p r o f i t  c o r p o r a t i o n  and h o l d  a c e r t i f i c a t e  of a u t h o r i t y  issued by the 
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  of 
f iling c e r t a i n  d o c u m e n t s  if the 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 a 
d o m e s t  ic.

Sec. 2 1 . 5 9 . 0 3 0 .  P a g e  2* lines 8-22.
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  for a c e r t i f i c a t e  cf 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  mu s t  be f i n a n c i a l l y  B o u n d  a n d  it m u s t  
po s t  a b o n d  a s s u r i n g  that it will m e e t  its c o n t r a c t u a l  o b l i g a t i o n s .

Sec. 2 1 . 5 9 . 0 4 0 .  P a g e  2? lines 2 3 - 2 9  and p a g e  3. l.nes 1-21.
T h i s  s e c t i o n  l ists the d o c u m e n t s  n e e d e d  to o b t a i n  a c e r t i f i c a t e  of 
a u t h o r i t y .  (4) p r o v i d e s  an o p t i o n  of two w a y s  to p r o v i d e  s o m e  e v i d e n c e  of 
f inancial s o u n d n e s s .  T h e  rest is a l m o s t  b o i l e r p l a t e  r e q u i r e m e n t s  for 
i s s u a n c e  of a c e r t i f i c a t e  of a u t h o r i t y .  On p a g e  3, line 10. the first of 
t h r e e  d i f f e r e n c e s  b e t w e e n  the S e n a t e  arid H o u s e  v e r s i o n s  of this bill 
appear. SB 5 4 5  u s e s  "four fiscal y e a r s "  w h i l e  C S H B  7 0 4 (L&C) u s e s  " t h r e e  
fiscal years". T h e  d i v i s i o n  h a s  no p r e f e r e n c e  on this item.

Sec. 2 1 . 5 9 . 0 5 0 .  P a g e  3. lines 2 2 - 2 9  a n d  pa g e  4. lines 1-14.
S u b s e c t i o n s  (a) a n d  (b) p r o v i d e  the r e s e r v e s  n e e d e d  if the bo n d  filed 
u n d e r  Sec. 2 1 . 5 9 . 0 3 0 ( 2 )  is for $5 0 , 0 0 0 .  S r b s e c t i o n  (c) m a k e s  no 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 the bo n d  filed u n d e r  Sec. 2 1 . 5 9 . 0 3 0 ( 2 )  is for 
$ 2 5 0 , 0 0 0 .  S i n c e  the a m o u n t s  for w h i c h  the 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  
will be at risk ar.Y 'rery low for e a c h  s u b s c r i b e r ,  the bond is a g o o d  
s u b s t i  tute.



- Ir

SsCi 2 1 : 5 9 . 0 5 0 .  P a g e  4. lines 15-21.
T h i s  B e c t i o n  r e q u i r e s  that r e c o r d s  be kept on 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  than that ur 1 to an insurer, a 
s t a t u t o r y  basis.

t

Sec. 2 1 . 5 9 . 0 7 0 .  P a g e  4. lines 2 2 - 2 9  and all of p a g e  5.
S i n c e  th i s  is an e x c l u s i v e  sta t u t e ,  one to w h i c h  p r o v i s i o n s  o u t s i d e  of 
the c h a p t e r  do not apply, this s e c t i o n  is n e e d e d  to 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  of the i n s u r a n c e  c o d e  to b e a r  on a u t o m o b i l e  servi a 
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 u e e n  the S e n a t e  and H o u s e  v e r s i o n s  
of this bill a p p e a r s  on p a g e  4, line 28. 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  "mutual insurers", w h i l e  the H o u s e  
v e r s i o n  c o n s i d e r s  th e m  "s t o c k  i n s u rers". T h e  d i v i s i o n  p r e f e r s  "stock 
in 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 the T i t l e  for this k i n d  of 
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 "mutual insurer". T h e  t hird d i f f e r e n c e  
b e t w e e n  the S e n a t e  a n d  H o u s e  v e r s i o n s  of this bill a p p e a r s  on p a g e  5. 
lir.s 3. In the S e n a t e  v e r s i o n  AS 2 1 . 0 9 . 1 0 0  - 2 1 . 0 9 . 2 6 0  a p p l y  to 
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 the H u u s e  v e r s i o n  AS 21. 0 9 . 1 0 0 .  
and AS 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  thB laitter s i n c e  AS 
2 1 . 0 9 . 1 1 0  and AS 2 1 . 0 9 . 2 2 0  - 2 1 . 0 9 . 2 6 0  are not a p p r o p r i a t e l y  a p p l i e d  to 
an 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 .

AS 21.03. T h i s  c h a p t e r  d e a l s  w i t h  the s c o p e  of the i n s u r a n c e  code.
AS 2I.CC. Tj-.is -.^.pter e s t a b l i s h e s  the a u t h o r i t y  and p o w e r s  of the 

d i r e c t o r  of insurance.
AS 21.09.05/0, T h i B  s e c t i o n  b a r s  m i s l e a d i n g  or d u p l i c a t i o n  of i n s u r e r  

names.
AS 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  and a f f i l i a t i o n s  of 

i nsurers.
AS 2 1 . 0 9 . 1 1 0 .  T h i B  s e c t i o n  d e a l B  w i t h  a p p l i c a t i o n  for a c e r t i f i c a t e  

of =’._,thori ty. It s h o u l d  be r e m o v e d  s i n c e  Sec. 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  the s ubject.

AS 2 1 . 0 9  120-170. T h e s e  s e c t i o n s  deal w i t h  the c e r t i f i c a t e  of 
a u t h o r i t y .  Issuance, refusal to issue, own 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 evocation, s u s p e n s i o n ,  and 
d u r a t i o n  of s u s p e n s i o n  of a c e r t i f i c a t e  of aut h o r i t y .

AS 2 1 . 0 9 . 1 8 0 - 1 9 0 .  T h e s e  s e c t i o n s  deal w i t h  s e r v i c e  of process.
AS 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  an annual sta t e m e n t .
AS 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  taxation.
AS 2 1 . 0 9 . 2 2 0 - 2 6 0 .  T h e s e  s e c t i o n s  deal w i t h  the c o u n t e r s i g n a t u r e  law 

and 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  an a g e n c y  system. 
S i n c e  this is not the way that 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  busin e s s ,  the s e c t i o n s  s h o u l d  be removed.

AS 21.12. T h i s  c h a p t e r  d e f i n e s  the k i n d s  of l surance.
AS 21.36. T h i s  c h a p t e r  d e a l 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  ard frauds.
AS 21.69. T h i B  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  and c o r p o r a t e

p r o c e d u r e  for d o m e s t i c  c o r p o r a t i o n s .
AS 21.78. 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  and l i q u i d a t i o n  of 

i m p a i r e d  or i n s o l v e n t  insurers.
AS 21.90. T h i s  c h a p t e r  c o n t a i n s  the g e n eral p e n a l t y  B e c t i o n  and

g e n e r a l  d e f i n i t i o n s  for the i n s u r a n c e  code.

Sec 21. 5 9 . 9 0 0 .  
D e f i n i t i o n  Bection.
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On p a g e  4. line 28» c h a n g e  the w o r d  " m u t u a l "  to read

On p a g e  5, line , c h a n g e  "AS 2 1 . 0 9 . 1 0 0  - 2 1 . 0 9 . 2 6 0 "  
2 ’ °9.100 a n d  AS 2 1 . 0 9 . 1 2 0  - 2 1 . 0 9 . 2 1 0 " .

P f o p o s e d  A r h t n  d m c r A s *

" s t o c k " ' 

to read "AS



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

page 755

#

SENATE B I L L  NO.  5 4 6 , b y  t h e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e .
S e t s  o u t  s t a t u t o r y  r e q u i r e m e n t s  f o r  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  u n d e r  '  , . t l e  21  ( I n s u r a n c e ) :

— W o u l d  r e q u i r e  a  p e r s o n  p r o v i d i n g  o r  i n t e n d i n g  t o  p r o v i d 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 e r v i c e s  t o  b e  i n c o r p o r a t e d  a s  a  
n o n p r o f i t  c o r p o r a t i o n  a n d  b e  c u r r e n t l y  a u t h o r i z e d  a s  a n  a u t o m o b i l e  
‘ e r v i c e  c o r p o r a t i o n  u n d e r  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  

c t o r  o f  t h e  D i v i s i o n  o f  I n s u r a n c e .  A r t i c l e s  o f  i n c o r p o r a t i o n  
: _ ;  t o  b e  s u b m i t t e d  t o  t h e  D i r e c t o r  b e f o r e  t h e y  a r e  f i l e d  w i t h  t h e  
>• s s i o n e r  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t ,  a n d  t h e

x s s i o n e r  i s  n o t  a l l o w e d  t o  f i l e  t h e  a r t i c l e s  o r  a m e n d m e n t s  
. a s  t h e  D i r e c t o r ' s  a p p r o v a l  i s  e n d o r s e d .

— T h e  D i r e c t o r  i s  n o t  a l l o w e d  t o  i s s u e  a  c e r t i f i c a t e  o f  a u t h o r i t y  
a u u  i s  r e q u i r e d  t o  r e v o k e  a n  e x i s t i n g  c e r t i f i c a t e  u n l e s s  t h e  
c o r p o r a t i o n ,  i f  n e w l y  f o r m e d ,  p o s s e s s e s  s u f f i c i e n t  a v a i l a b l e  
w o r k i n g  f u n d s  t o  p a y  a l l  r e a s o n a b l y  a n t i c i p a t e d  c o s t s  o f  
a c q u i s i t i o n  o f  n e w  b u s i n e s s  a n d  o p e r a t i n g  e x p e n s e s ,  o t h e r  t h a n  
l o s s e s ,  f o r  a  p e r i o d  o f  n o t  l e s s  t h a n  s i x  m o n t h s  f o l l o w i n g  t h e  d a t e

o f  i s s u a n c e  o f  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 .  T h e  a u t o  s e r v i c e  
c o r p o r a t i o n  m u s t  p o s t  a  b o n d  i n  t h e  a m o u n t  o f  $ 5 0 , 0 0 0  w i t ) ,  t h e  
D i r e c t o r  a n d  m u s t  f u l f i l l  a l l  o t h e r  a p p l i c a b l e  s t a t u t o r y  
r e q u i r e m e n t s .

— O u t l i n e s  p r o c e d u r e s  f o r  a p p l y i n g  f o r  a  c e r t i f i c a t e  c f  a u t h o r i t y  
t h r o u g h  t h e  D i v i s i o n  o f  I n s u r a n c e .  A p p l i c a n t s  a r e  r e q u i r e d  t o  f i l e  
a r t i c l e s  o f  i n c o r p o r a t i o n ,  a  c o p y  o f  t h e  b y l a w s ,  c o p i e s  o f  p r o p o s e d  
s u b s c r i b e r s '  c o n t r a c t s ,  f i n a n c i a l  s t a t e m e n t s ,  t h e  r e q u i r e d  b o n d ,  
a n d  a  c o p y  o f  a n y  o t h e r  r e l e v a n t  d o c u m e n t  r e a s o n a b l y  r e q u e c t e d  b y  
t h e  D i r e c t o r  o f  t h e  D i v i s i o n  o f  I n s u r a n c e .

— R e q u i r e s  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  t o  e s t a b l i s h  a n d  
m a i n t a i n  u n i m p a i r e d  r e s e r v e s  a s  f o l l o w s :  " . . .  ( 1 )  a  r e s e r v e  i n  a n
a m o u n t  n o t  l e s s  t h a n  a l l  l e g a l  o b l i g a t i o n s  o f  t h e  c o r p o r a t i o n ,  
o t h e r  t h a n  c l a i m s  o r i g i n a t i n g  u n d e r  s u b s c r i b e r ' s  c o n t r a c t s ,  d u e  b u t  
u n p a i d ;  ( 2 )  a  r e s e r v e  e q u a l  t o  b u t  n o t  l e s s  t h a n  t h e  u a o u n t  
n e c e s s a r y  b y  r e a s o n a b l e  e s t i m a t e  t o  p a y  a l l  c l a i m s  i n c u r r e d  u n d e r  
s u b s c r i b e r ' s  c o n t r a c t s  b u t  c u r r e n t l y  u n p a i d ,  a n d  i n c l u d i n g  a  
r e a s o n a b l e  a d d i t i o n a l  a m o u n t  t o  c o v e r  c l a i m s  i n c u r r e d  b u t  n o t  
r e p o r t e d  t o  t h e  c o r p o r a t i o n  a t  t h e  " i m e  o f  d e t e r m i n a t i o n  o f  t h e  
c o r p o r a t i o n ' s  f i n a n c i a l  cc  V  ’ a n d  ( 3 )  a  r e s e r v e  e q u a l  t o  50
p e r c e n t  o f  a l l  s um o  c h a r g e a  ?  r e c e i v e d  b y  t h e  c o r p o r a t i o n  d u r i n g  
t h e  c a l e n d a r  p e r i o d  c o v e r e d  b y  t h e  f i n a n c i a l  s t a t e m e n t ,  o n  a c c o u n t  
o f  i n d e m n i t y  b e n e f i t s  p r o v i d e d  i n  s u b s c r i b e r ' s  c o n t r a c t s  f o r  t e r m s  
f o r  w h i c h  p r e m i u m  w an  l a s t  p a i d  a n d  u n e x p i r e d  a t  t h e  d a t e  o f  t h e  
f i n a n c i a l  s t a t e m e n t . "  T h e  r e s e r v e s  c o n s t i t u t e  a  l i a b i l i t y  o f  t h e  
c o r p o r a t i o n  i n  a  d e t e : n i n a t i o n  o f  i t s  f i n a n c i a l  c o n d i t i o n .  I n s t e a d  
o f  t h e  r e s e r v e s  r e q u i r  d ,  a n d  t h e  b o n d  r e q u i r e d ,  t h e  a u t o  s e r v i c e  
c o r p o r a t i o n  m a y  f i l e  *. b o n d  i n  t h e  a m o u n t  o f  $ 2 5 0 , 0 0 0 .

— R e q u i r e s  t h e  c o r p o r a t i o n  t o  e s t a b l i s h  a n d  m a i n t a i n  c o m p l e t e  a n d  
a c c u r a t e  r e c o r d s  a u d  a c c o u n t s ,  a n d  l i s t s  o t h e r  p r o v i s i o n s  o f  
i n s u r a n c e  s t a t u t e s  t h a t  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 .  
D e f i n e s  t e r m s  u s e d .

D o e s  n o t  p r o v i d e  f o r  a n  e f f e c t i v e  d a t e  ( b e c o m e s  l a w  9 0  d a y s  
f o l l o w i n g  G o v e r n o r ' s  s i g n a t u r e ) .

Tn t ' rnHnrof l  A n r i l  0 an d  r e f e r r e d  t o  L a b o r  & Commerce  a n d  J u d i c i a r v .
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