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CSSB 546 (L & C)

CSSB 546 (L 8 C) IS INTENDED TO PERMIT AUTOMOBILE CLUBS,
SUCH AS A,A,A,, TO FORM AND OPERATE IN ALASKA. AS AUTO
CLUBS DO PROVIDE LIMITED FORMS OF INSURANCE, UNDER THE
PRESENT STATUTES THE CLUBS ARE REQUIRED TO FORM AS AN
INSURER UNDER TITLE 21. THE DIVISION OF INSURANCE
RECOGNI2F.D THAT THE REQUIREMENTS FOR AUTOMOBILE CORPORATIONS
DO MOT NEED TO BE AS STRINGENT AS FOR A NORMAL [INSURER.
THEREFORE, THE DIVISION WAS INSTRUMENTAL IN DRAFTING THIS
LEGISLATION AND STRONGLY SUPPORTS THE CONCEPT ENCOMPASSED IN

CSSB v«46.

THIS COMMITTEE SUBSTITUTE WILL ENABLE AUTOMOBILE CLUBS TO
OFFER rHEIR SERVICES TO ALASKANS THIS SUMMER. 1 RECOMMEND

PASSAGE OF CSSB 546 (L & C),

ADDITIONAL INFORMATION

1) ON APRIL 23, 1984, THE HOUSE PASS*D VIRTUALLY IDENTICAL
LEGISLATION, IIB 704, 36 - O. THE V FECTIVE PATE CLAUSE"
WAS MOT ON THE HOUSE VERSION AND STEVE  SILVER,

REPRESENTATIVE FROM A_A_A., FELT THIS CLAUSE WAS NECESSARY.

_2) Nasid  isr  she- <rdij AlalC, iiv.ch  CINE»

nor cuirer.+tly a,,ow AH 40 °PMA-



ALASKA STATE LEGISLATURE - SENATE
COMMITTEE ON LABOR AND COMMERCE

SENATOR R|CHA.RD I. ELIASON POUCH V JUNEAU. ALASKA 99811
. a CHAI " .MN (907) 485-0844
OomCIAL business

MEMORANDUM

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 36-0 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 545. 4116/04.

This proposal 1is intended to permit automobile service corporations (auto
clubs) to form and operate in Alaska. Since automobile service
corporations do provide very limited forms of insurance, they are
currently required to form as an insurer under Title 21, This 1is
effectively a barrier since those requirements are aimed at a different
kind of entity. The division recognizes that the requirements for an
automobile service corporation do not need to be as stringent as for a
normal insurer and support the concept encompassed in SB 546. This bill

is very similar to CSHB 704(L&C).

Sec. 21.59.010. Page 1, lines 10-10.

This section requires that an automobile service corporation is subject
to the provisions of the new chapter. It excludes 1insurers uith a
certificate of authority issued under AS 21.09. It alpo provides that
only provisions referred to or contained in AS 21.53 apply to an
automobile service corporation.

Sec. 21.59.020. Page 1» lines 19-29 and page 2, lines 1-7.

This section requires that the automobile service corporation be a
nonprofit corporation and hold a certificate of authority 1issued by the
director. It also establishes some procedural requirements about order of
filing certain documents if the automobile service corporation is a
domest ic.

Sec. 21.59.030. Page 2* lines 8-22.

This section establishes qualifications for a certificate cf authority.
The automobile service corporation must be financially Bound and it must
post a bond assuring that it will meet 1its contractual obligations.

Sec. 21.59.040. Page 2? lines 23-29 and page 3. Il.nes 1-21.

This section lists the documents needed to obtain a certificate of
authority. (4) provides an option of two ways to provide some evidence of
financial soundness. The rest is almost boilerplate requirements for
issuance of a certificate of authority. On page 3, line 10. the first of
three differences between the Senate arid House versions of this bill
appear. SB 545 uses "four fiscal years" while CSHB 704 (L&C) uses "three
fiscal years". The division has no preference on this item.

Sec. 21.59.050. Page 3. lines 22-29 and page 4. lines 1-14.

Subsections (a) and (b) provide the reserves needed if the bond filed
under Sec. 21.59.030(2) is for $50,000. Srbsection (c¢) makes no special
reserve requirements 1if the bond filed under Sec. 21.59.030(2) is for
$250,000. Since the ts for which the automobile service corporation
will be at risk ar.Y low for each subscriber, the bond is a good
substi tute.



SsCi 21:59.050. Page 4. lines 15-21.

This Bection requires that records be kept on a generally accepted
accounting principles basis rather than that ur 1 to an insurer, a
statutory basis.

Sec. 21.59.070. Page 4. lines 22-29 and all of page 5.

Since this 1is an exclusive statute, one to which provisions outside of
the chapter do not apply, this section 1is needed to bring other
appropriate sections of the insurance code to bear on automobile servi a
corporations. The second difference betueen the Senate and House versions
of this bill appears on page 4, line 28. The Senate version considers
automobile service corporations "mutual 1insurers”, while the House

version considers them "stock 1insurers"”. The division prefers "stock
insurers" since there are impediments in the Title for this kind of
corporation when considered a "mutual insurer”. The third difference

between the Senate and House versions of this bill appears on page 5.
lir.s 3. In the Senate version AS 21.09.100 - 21.09.260 apply to
automobile service corporations, while 1in the Huuse version AS 21.09.100.
and AS 21.09.120 - 21.09.210. The division prefers thB laitter since AS
21.09.110 and AS 21.09.220 - 21.09.260 are not appropriately applied to
an automobile service corporation.

AS 21.03. This chapter deals with the scope of the insurance code.

AS 21.CC. Tj-.is -.~.pter establishes the authority and powers of the
director of 1insurance.

AS 21.09.05/0, ThiB section bars misleading or duplication of 1insurer
names.

AS 21.09.100. This section deals with management and affiliations of
insurers.

AS 21.09.110. ThiB section dealB with application for a certificate
of =Z,thori ty. It should be removed since Sec. 21.59.040 adequately deals
with the subject.

AS 21.09 120-170. These sections deal with the certificate of
authority. |Issuance, refusal to 1issue, ownership, continuance,
expiration, reinstatement, ammendment. revocation, suspension, and
duration of suspension of a certificate of authority.

AS 21.09.180-190. These sections deal with service of process.

AS 21.09.200. This section deals with an annual statement.

AS 21.09.210. This section deals with taxation.

AS 21.09.220-260. These sections deal with the countersignature law
and acts connected with a business conducted through an agency systenm.
Since this is not the way that automobile service corporations ordinarily
conduct business, the sections should be removed.

AS 21.12. This chapter defines the kinds of 1 surance.
AS 21.36. This chapter deals with unfair trade practices ard frauds.
AS 21.69. ThiB chapter deals with organization and corporate

procedure for domestic corporations.

AS 21.78. This chapter deals with rehabilitation and liquidation of
impaired or 1insolvent insurers.

AS 21.90. This chapter contains the general penalty Bection and
general definitions for the insurance code.

Sec 21.59.900.
Definition Bection.



SUGGESTED AMMENDMENTS TCI SB 546.
On page 4. line 28» change the word "mutual"™ to read "stock""

On page 5, line , change "AS 21.09.100 - 21.09.260" to read "AS
2 7 <=9.100 and AS 21.09.120 - 21.09.210".

Pfoposed Arhtn dmcrAs*
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SENATE BILL NO. 546, by the Labor and Commerce Committee.

Sets out statutory requirements for automobile service corpora-
tions under ' ,.tle 21 (lnsurance):

— Would require a person providing or intending to provide
automobile service corporation services to be incorporated as a
nonprofit corporation and be currently authorized as an automobile
‘ervice corporation under a certificate of authority issued by the

ctor of the Division of Insurance. Articles of incorporation
_; to be submitted to the Director before they are filed with the
> ssioner of Commerce and Economic Development, and the

xssioner is not allowed to file the articles or amendments

.as the Director's approval is endorsed.

— The Director is not allowed to issue a certificate of authority
auu 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 wit), the
Director and must fulfill all other applicable statutory

requirements.

— Outlines procedures for applying for a certificate cf 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 requected by
the Director of the Division of Insurance.

— Requires an automobile service corporation to establish and
maintain unimpaired 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 uaount
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 "ime of determination of the
corporation's financial ccV ’ and (3) a reserve equal to 50
percent of all sumo chargea ? 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 wan last paid and unexpired at the date of the
financial statement.” The reserves constitute a liability of the
corporation in a dete:nination of its financial condition. Instead
of the reserves requir d, and the bond required, the auto service
corporation may file * bond in the amount of $250,000.

— Requires the corporation to establish and maintain complete and
accurate records aud accounts, and lists 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).

Tnt'rnHnrofl Anril 0 and referred to Labor & Commerce and Judiciarv.
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