


Alaska State Legislature
H o u s e  o f  R e p r e s e n ta t iv e s

O fficial B usiness C O M M I T T E E  O N  R U L E S  

Representative Norman Rokeberg, Chairman

Stale Capitol. Rm. 214 
Juneau, Ak 1)9801-1182 
(907) 465-3764

MEMORANDUM

TO: House Rules Committee Members

FROM: Rep. Norman Rokeberg, Chairman
House Rules Committee

DATE: April 10 ,2003

RE: MB 120, Amendment 2

Attached are CS HB 120 (R LS ) and a memorandum from Mike Ford, Legal Services.

I have checked with the sponsor o f  the amendment (Rep. McGuire) and the sponsor o f  
the legislation (Rep. Coghill) and both are satisfied with the amendment. Therefore, 1 
have filed the committee substitute with the C lerk ’ s Office.

I f  you have any questions, please do not hesitate to contact me.



A M EN D M EN T

OFFERED  IN  TH E  H OUSE  RULES  B Y  REPRESENTAT IVE  COGH ILL

TO: HB 120\Version V

1 Pase 2, tine 19.c-* '

2 Insert:

3 (3 ) is not a contract o f insurance under Alaska law.



LEGAL SERVICES

( 9 0 7 )  4 6 5 - 3 8 6 7  o r  4 6 5 - 2 4 5 0  
FA X  ( 9 0 7 )  4 6 5 - 2 0 2 9  
M ail S to p  3 1 0 1

DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY

STATE OF ALASKA S ta te  C ap ito l
J u n e a u , A la s k a  9 9 8 0 1 - 1 1 8 2  

D e liv e r ie s  to : 1 2 9  6 th  S t ., R m . 3 2 9

M E M O R A N D U M April 10 ,2003

S U B J E C T :  Service contracts as insurance (CSHB 120 (RLS ))

T O :  Representative Norman Rokeberg
Attn: Janet

F R O M :  Michael F. Ford
Legislative Counsel

The CS you requested is attached. I included amendment #2 adopted by the committee, 
but did so in a different manner than that adopted by the committee. I included the 
language o f  amendment #2 as a new clause in the beginning o f  subsection (e) to avoid 
putting substantive provisions in the definition.

Please contact me i f  you have further questions.

MFFmidr 
03-07 l.m dr

Enclosure:



A M E N D M E N T

T O :  C S  H B  1 2 0  ( R L S )  B Y :  R o k e b e r g
2 3 - L S 0 5 3 7 \ F o r d ,  4 / 8 / 0 3

O F F E R E D  B E F O R E :  T h e  H o u s e  R u l e s  C o m m i t t e e  

P a g e  2 ,  l i n e  1 8 :

D E L E T E :  “ ,  o r  a  p a r t  o f  t h e  h o u s e h o l d  s t r u c t u r e ”  
I N S E R T :  a f t e r  “ s y s t e m , ” ,  i n s e r t  “ o r ”

L i n e  1 8  w o u l d  t h e n  r e a d :

“ l i m i t e d  t o  a  h o u s e h o l d  s y s t e m  o r  a p p l i a n c e . ”



FISCAL NOTE

R e v is i  3n D a t e / T im e  (N o t e  i f  c o r r e c t i o n ) :___________________________ D ep t. A ffe c te d ;_____________ D C E D _____________
T itle  E x c lu d in g  S e rv ic e  C o n t ra c ts  from  Rec_______________B R U  In s u ra n c e  ( 1 1 6 )_________________
______________________________________________________________________________ C o m p o n e n t  In s u ra n c e ________________________
S p o n s o r  R e p . C ogh il'_____________________________________________  ____________________________________
R e q u e s te r  H o u s e  R u le s ____________________________________________ C o m p o n e n t  N o . 3 5 4

STA TE OF A LA SK A  Fiscal Nole Number: ________________
2.003 LE G IS L A T IV E  SESSION Bill Version: C SH B120 (RLS)

() Publish Date: _______________

E xp e n d itu re s /R e ve n u e s ______________________________________________(T h o u s a n d s  o f  D o l l a r s )
N o te : A m oun ts d o  n o t in c lu d e  in fla tion  u n le s s  o th e rw ise  n o te d  b e low .
OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
P e rs o n a l S e rv ic e s
T ra v e l
C on tra c tu a l
S u p p lie s
Equ ipm en t
L an d  & S t ru c tu re s
G ra n ts  & C la im s
M is c e lla n e o u s

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE (T h o u s a n d s  o f  D o lla r s )
1 0 0 2  F e d e ra l R e c e ip ts
1 0 0 3  G F  M atch
1 0 0 4  G F
1 0 0 5  G F /P ro g ram  R e c e ip ts
1 0 3 7  G F /M en ta l H e a lth
O th e r  (Specify T y p e -D o  not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate o f any cu rren t year (FY2003) cost: 0 .0
Mark this box (X) if  fund ing fo r th is b ill is included in the Governor's FY 2004 budget proposal:

POSITIONS
Fu ll-tim e
Pa rt-tim e
T em p o ra ry

ANALYSIS: (Attach a separate page if necessary)

P h o n e  ( 9 0 7 )  4 6 5 - 3 7 6 4  
D a te /T im e  4 / 9 / 0 3  7 :5 2  PM

Approved by: Representative Norman Rokeberg, Chairman_________________________Date 4/9/2003______
Agency House Rules Committee_____________________________________

P re p a re d  by : J a n e t  S . S e i t z , S t a f f
D iv is ion  H o u s e  R u le s  C om m itte e

(Revised 9/2002 OMB) Page 1 o f  1



0 0 0  A  Q u i c k  F a x  L e t t e r  0 0 0

C h a r t r a n d  L a w  O f f i c e

130 N. Cherry, Suite 202 • Olathe, KS 66061 • Phone: 913-768-4700 • Fax:913-768-4900
24 hour voice mail/wireless phone 913-269-4701 
E-mail: CHARTLAW @ aol.com April 10, 2003

F ro m : A r th u r  J .  C h a r t r a n d , E sq . 9:35 AM CST

t o :  J a n e t

AT: R u l e s  c o m m i t e e V o i c e  P h o n e  9 0 7 - 4 6 5 - 4 9 6 8

FAX # 9 0 7 - 4 6 5 - 2 0 4 0 Temp Fax

Fax H om e

Pages to follow:___ 2
Re: HB 120
Dear Janet:
Thanks for the teleconference yesterday. Again we fully support HB 120 as is and desire it being adopted. Unfortunately, the DOI has just not afforded itself an education yet to fully understand this industry and all the new thinking since NAIC declared these not to be the business of insurance. I think I made some limited progress with staffers there this week, but they clearly are misinfomred on the status of the industry and current legal thinking on what is insurance.
Attached is the Mississippi law signed into law ins', a few weeks ago. We fully expect similar type law to be enacted within weeks in Ohio, arid related proposals to effectively accomplish the same in Oregon and Nevada. This comes on clear and total trend in recent years of South Dakota, North Dakota, Idaho and Montana and nearly passed measure in New Hampshire-the latter tabled action until 2004 but indications are it will easily pass it out in 2004. There remain less than a handful of states with remnants of Insurance Code treatment and NO STATE in over ten years has taken any measure to declare service contracts to be insurance. The remaining confusion is largely based upon the incorrect notion of a "home warranty." "Warranty" is a generic marketing tern. Mvering a market which is almost entirely of prepaid household service contracts.
Two suggestions if possible and if will not hinder adoption:
1.) Add clear statement below E:“Said contracts as defined above are not contracts of insurance under Alaska law.Exemption from the code is great, but this clause forecloses future arguments and is the NAIC position.
2.) We would prefer the "part of a household structure” language remain only to extent that some household service contacts do provide to service or repair leaks in roofing systems. This is a valuable consumer benefit and adds little if any to cost of contract. Some states simply add a clause saying "and may cover service, repair or replacement to roofing systems." The term “household system" may not be enough for those later to conclude roof systems allowed because may argue roof systems are structural part of house.
This still leaves a large and important distinction between household service contracts and true “home warranties” that are often offered by builders or others that purport to cover the entire house structure. Thank you. I would appreciate it if we could be kept apprised of developments. We are willing to help in any way. sy)

Visit us at W W W .CHARTLAW .COM /  V J'Z g '

• cl 0 0 6 *  8 9 L E I 6 d n o j g  p u e j ^ j e q a  & Z . * : 6 0  EO 01  -"' ’d

http://WWW.CHARTLAW.COM


HOUSE B IL L  NO. 1073

AN ACT TO DEPINE THE TERM "SERVICE CONTRACT"; TO PROVIDE THAT 
SERVICE CONTRACTS ARE NOT A CONTRACT OF INSURANCE UNDER 
M ISS ISS IPP I LAV) AND. IS  EXEMPT FROM T ITLE  8 3 , M ISS ISS IPP I CODE OF 
1 9 7 2 ; TO PROVIDE THAT SERVICE CONTRACTS ARE SUBJECT TO THE 
M ISS ISS IPP I CONSUMER PROTECTION ACT; TO REPEAL SECTIONS 8 3 - 5 7 - 1  
THROUGH 8 3 - 5 7 - 7 9 ,  M ISS ISS IPP I CODE OF 1972,, WHICH PROVIDE FOR THE 
REGULATION OF HOME WARRANTIES BY THE COMMISSIONER OF INSURANCE;
AND FOR RELATED PURPOSES.

BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF M IS S IS S IP P I :
SECTION 1 .  (1 ) The te rm s " s e r v ic e  c o n t r a c t ,"  "home

w a rran ty " o r  "home s e r v ic e  c o n t r a c t ,"  a s  u sed  in  t h i s  s e c t i o n ,  
means a c o n t r a c t  o r  agreem ent f o r  a s e p a r a t e ly  s t a t e d  
c o n s id e r a t io n  f o r  a s p e c i f i c  d u r a t io n  t o  p e r fo rm  th e  r e p a i r ,  
rep la cem en t o r  m ain tenance o f  p r o p e r t y  o r  t o  re im b u rs e , in  w hole  
o r  in  p a r t ,  th e  owner o f  s u c h  p r o p e r t y  f o r  th e  r e p a i r ,  re p la c em en t  
o r  m a in ten an ce  o f  p r o p e r ty  i f  s o  o p e r a t io n a l  o r  s t r u c t u r a l  f a i l u r e  
i s  due t o  a d e f e c t  in  m a t e r i a l s  o r  m an u fa c tu r in g  o r  t o  n o rm a l w ear 
and t e a r .  A s e r v i c e  c o n t r a c t  may c o n t a in  a p r o v i s io n  f o r  
in c id e n t a l  payment under s u c h  c o n t r a c t  where s e r v i c e ,  r e p a i r  o r  
rep la cem en t i s  n o t  f e a s i b l e  o r  e c o n o m ic a l .

(2 ) The m a rk e t in g , s a l e ,  o f f e r i n g  f o r  s a l e ,  is s u a n c e , 
making, p r o p o s in g  t o  make and a d m in is t r a t io n  o f  a s e r v ic e  c o n t r a c t  
i s  n o t a c o n t r a c t  o f  in s u ra n c e  un de r M is s i s s ip p i  law  and i s  exempt 
from  th e  p r o v i s i o n s  o f  T i t l e  8 3 , M is s i s s i p p i  Code o f  1 9 7 2 .

(3 )  S e r v ic e  c o n t r a c t s  s h a l l  be s u b je c t  t o  th e  p r o v i s i o n s  o f  
th e  M i s s i s s i p p i  Consumer P r o t e c t i o n  A c t ,  S e c t io n  7 5 - 2 4 - 1  e t  s e q .

(4 )  N o th in g  c o n ta in e d  h e r e in  s h a l l  r e p e a l  o r  a l t e r  th e  
r e g u la t i o n  o f  v e h i c l e  s e r v i c e  c o n t r a c t s  c u r r e n t l y  d e f in e d  and  
r e g u la t e d  un d e r S e c t io n  8 3 - 6 5 - 1 0 1  e t  s e q .

H . B . No. 1073 
03/HR03/R149GPH 
Page 1
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A9

SECTION 2 . S e c t io n s  8 3 - 5 7 - 1 ,  8 3 - 5 7 - 3 ,  8 3 - 5 7 - 5 ,  8 3 -5 7 -7 ^  
8 3 -5 7 - 9 ,  8 : i - 5 7 - l l ,  8 3 - 5 7 - 1 3 ,  8 3 - 5 7 - 1 5 ,  8 3 - 5 7 - 1 7 ,  8 3 - 5 7 - 1 9 ,  
8 3 -5 7 - 2 1 ,  f / 3 -5 7 -2 3 , 8 3 - 5 7 - 2 5 ,  8 3 - 5 7 - 2 7 ,  8 3 - 5 7 - 2 9 ,  8 3 - 5 7 - 3 1 ,
3 3 - 5 7 - 3 3 ,  3 3 -5 7 -3 5 ,  8 3 - 5 7 - 3 ? ,  0 3 - 5 7 - 3 9 ,  B 3 - 5 7 -4 1 ,  8 3 - 5 7 - 4 3 ,
8 3 - 5 7 - 4 5 ,  E 3 - 5 7 -4 7 , 8 3 - 5 7 - 4 9 ,  8 3 - 5 7 - 5 1 ,  8 3 - 5 7 - 5 3 ,  8 3 - 5 7 - 5 5 ,
8 3 -5 7 - 5 7 ,  8 3 - 5 7 - 5 9 ,  8 3 - 5 7 - 6 1 ,  8 3 - 5 7 - 6 3 ,  8 3 - 5 7 - 6 5 ,  B 3 -5 7 -6 7 ,
8 3 - 5 7 - 6 9 ,  8 3 - 5 7 - 7 1 ,  8 3 - 5 7 - 7 3 ,  8 3 - 5 7 - 7 5 ,  8 3 -5 7 -7 7  and 8 3 - 5 7 - 7 9 ,  
M is s i s s ip p i  Coue o f  1 9 7 2 , w h ich  p r o v id e  f o r  th e  r e g u la t io n  o f  home 
w a rra n t ie s  by th e  C om m ission er o f  In s u r a n c e , a r e  h e re b y  r e p e a le d .

SECTION 3 . T h is  a c t  s h a l l  ta k e  e f f e c t  and be  in  f o r c e  from  
and a f t e r  i t s  p a s s a g e , and s h a l l  be a p p l i c a b le  t o  a l l  p ro c e ed in g s  
pend ing  b e fo r e  th e  D epartm ent o f  In su ra n ce  o r  th e  c o u r t s  o f  t h i s  
s t a t e  on th e  e f f e c t i v e  d a te  o f  t h i s  a c t .

PASSED BY THE SENATE 
March/€\ 2003

H. B . No. 1073 
03/11R03/R1496PH 
Page 2
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Alaska State Legislature
H o u s e  o f  R e p r e s e n t a t i v e s

State Capitol, Rm. 214 
Juneau, Ak 99801-1182

Official Business C O M M IT T E E  ON R U LES  <907> 465-3764
Representative Norman Rokeberg, Chairman

H O USE  R U LE S  C O M M IT T E E  F IL E S  
F O R  A P R IL  10, 2003 M E E T IN G

Attached are :

1. C SH B  120 (R L S ), 23 -LS0537W , Fo rd , 4/8/03. Change from  last R L S  
d ra ft is on page 2, lines 22-27, basically the addition o f  lines 26-27.

2. F iscal note, C S IIB  120 (R L S )

Please b ring  the fo llow ing files to the meeting tom orrow :

H B  120 
I IC R  7 
H C R  16

Thank  you.



WORK DRAFT WORK DRAFT WORK DRAFT

23-LS0537W
Ford

4/8/03

CS F O R  H O U SE  B IL L  NO . 120 (R L S )

IN  THE LEG ISLA TU RE  OF THE STATE OF ALASKA

TW EN TY -TH IRD  LEG ISLA TU RE  - F IR ST  SESSION
BY THE HOUSE RULES COM M ITTEE

Offered:
Referred:

Sponsors): REPRESENTATIVE COGHILL

A  B IL L  

F O R  AN  A C T  E N T IT L E D  

"An Act excluding service contracts from  regulat* .1 as insurance; re la ting  to insurance 

licensing fo r  m oto r vehicle service contracts and home w arran ties ; and p rovid ing fo r  an 

effective date ."

B E  IT  EN A C TED  B Y  T H E  L E G IS L A T U R E  O F  T H E  STA TE  O F  A LA SK A :

* Section 1. AS 21.03.021 is amended by adding a new subsection to read:
(e) This title does not apply to a service contract offered, issued fo r delivery, 

delivered, or renewed in this state. In this subsection, "service contract"
( 1) means a contract or agreement fo r a separate or additional 

consideration, fo r a specific duration, to
(A ) maintain, service, repair, o r replace tangible personal 

property, or to indemnify fo r repair, replacement, or maintenance, fo r an 
operational or structural failure due to a defect in materials o r workmanship or 
normal wear and tear, with or without additional provision fo r incidental 
indemnity payments when service, repair, or replacement is not reasonably or

-1- CSHB 120(RLS)
Ne>v T e x t:  U n d e r l i n e d  [DELETED TE XT BRACKETED]



WORK DRAFT WORK DRAFT 23-LS0537W

commercially feasible;
(B ) repair, replace, or maintain tangible personal property 

damaged as a result o f power surges o r as a result o f accidental damage from  
the handling o f property damaged by power surges; or

(C ) repair, replace, o r maintain household consumer goods, 
household appliances, and household systems, including damage resulting 
from  operational or structural failure due to a defect in materials or 
workmanship or normal wear and tear;

(2) does not include
(A ) mechanical breakdown insurance;
(B ) a contract that requires an indemnity payment per incident 

and the payment exceeds the purchase price o f the property serviced;
(C ) retainers paid to licensed attorneys;
(D ) insurance on a motor vehicle subject to registration under 

AS 28 .10 .011; or
(E ) a home warranty; in this subparagraph, "home warranty"

means a warranty that covers the entire home and does not include a warranty
limited to a household system, appliance, o r a part o f the household structure.

*  Sec. 2. AS 21 .27 .010(h ) is amended to read;
(h ) This chapter does not apply to a person

(1) licensed to practice as an attorney at law while the person is acting 
as an attorney at law ; o r

(21 who sells, solicits, o r negotiates a
(A ) service contract on a m oto r vehicle subject to

reg istration under AS 28.10 .011 ; o r
(B ) home w arran ty ; in this subparag raph , "hom e

w a rran ty " has the meaning given in AS 21 .0 3 .0 2 1 (e )(2 )(E ),
* Sec. 3. This Act takes effect immediately under AS 01 .10 .070(c ).

CSHB 120(RLS) -2-
N ew  T ex t:  U n d e r l i n e d  [DELETED TE X T  BRACKETED]



FISCAL NOTE

2 0 0 3  LEG IS LA T IV E  SESSION Bill V e rs ion : C S H B 12 0  (R L S )
() Pub lish  D ate : ___________________

STATE OF ALASKA Fiscal Note Number: _______________

R e v is io n  D a t e /T im e  (N o te  if c o r r e c t io n ) :__________________________ Dept. A ffec ted: Community & Economic Development
Title S e rv ic e  C on trac t S a le s  A re BRU In su rance (1 1 6 )

Not In su rance C om ponen t In su rance
S p o n s o r  R ep re sen ta tiv e  Cogh ill
R eq u e s te r H ou se  R u le s C om ponen t No. 3 5 4

E x p e n d i t u r e s / R e v e n u e s (T h o u s a n d s  o f  D o l la r s )
N ote : Am ounts d o  not inc lude in flation u n le ss  o the rw ise  noted  below .
O PE R A T IN G  E X P E N D IT U R E S FY  2 0 0 4 F Y  2 0 0 5 FY  2 0 0 6 FY  2 0 0 7 FY  2 0 0 8 FY  2 0 0 9
P e rso n a l S e rv ic e s
T rave l
C on trac tua l
Supp lies
Equipment
Land & S truc tu res
G ran ts  & C la im s
M isce llan eou s

TO TA L  O PE R A T IN G 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

C A P ITA L  E X P E N D IT U R E S  |
CH AN GE IN R E V E N U E S  (1 0 0 4 ) (1 8 .0 ) (1 8 .0 ) (1 8 .0 ) (1 8 .0 ) (1 8 .0 ) (1 8 .0 )
FUN D  S O U R C E (T hou sand s o f D o lla rs )
1 0 0 2  F ed e ra l R ece ip ts
1 0 0 3  G F  Match
10 0 4  G F  (P rem ium  T axe s )
1 0 0 5  G F /P rog ram  R ece ip ts
1 0 3 7  G F /M enta l H ealth

TO TAL 0 .0 0 .0 0 .0 0 .0 0 .0 t.O

E s tim a te  o f  a n y  c u r re n t  y e a r  (F Y 2 0 0 3 ) c o s t : 0 .0
M ark th is  b o x  (X ) if fu n d in g  f o r  th is  b i ll is  in c lu d e d  in th e  G o v e rn o r 's  FY  2 0 0 4  b u d g e t p r o p o s a l :
PO S IT IO N S
Full-tim e
Part-tim e
T em po ra ry

A N A LY S IS : (Attach a separata page if necessary)

T h is  le g is la t io n  w o u ld  e x e m p t  s e r v ic e  c o n t ra c t s  fro m  th e  d e fin it io n  o f  in s u ra n c e , t h e r e fo r e ,  in s u ra n c e  
c o m p a n ie s  s e rv ic in g  th em  w ill n o  lo n g e r  p a y  p rem iu m  ta x e s . If th is  o c c u rs  th e  d iv is io n  e s t im a te s  a  lo s s  o f  
up  to  $ 1 8 , 0 0 0 . 0 0  p e r  y e a r  in p re m iu m  ta x e s , b u t m o s t  lik e ly  a  le s s e r  am o u n t .

P rep a red  by: Linda S . Hall__________________________________________________________  P h o n e  9 0 7 -2 6 9 -7 9 0 0
D ivision In su rance  ___________________________________________________________  Date/T im e 4 /8 /0 3  5 :4 6  PM
Approved by: Commissioner Edgar Blatchford____________________________________Date 4/8/2003______
Agency Community & Economic Development________________________

(Rovisod 9/2002 OMO) Page 1 o f  1__



WORK DRAFT WORK DRAFT

23-LS0537\U
Ford

4/4/03

WORK DRAFT

CS F O R  H O USE  B IL L  NO . 1 20 (R L S )

IN  THE LEG ISLA TURE  OF THE STATE OF ALASKA

TW EN TY -TH IRD  LEG ISLATURE  - F IR ST  SESSION
BY TIIE HOUSE RULES COM M ITTEE

Offered:
Referred:

Sponsor(s): REPRESENTATIVE COGHILL

A B IL L  

FO R  AN ACT E N T IT L E D

1 "A n Act excluding service contracts from  regulation as insurance; re lating to insurance

2 licensing fo r  m otor vehicle service contracts; and provid ing fo r  an effective date."

3 |  BE  IT  EN A CTED  B Y  TH E  L E G IS LA T U R E  O F  TH E  STA TE  O F  A LA SKA :

4 II * Section 1. AS 21.03.021 is ame ided by adding a new subsection to read:
5 (e) This title does not apply to a service contract offered, issued fo r delivery,
6 delivered, or renewed in this state. In this subsection, "service contract"
7 ( 1) means a contract or agreement fo r a separate or additional
8 consideration, fo r a specific duration, to
9 (A ) maintain, service, repair, o r replace tangible personal

10 || property, or to indemnify for repair, replacement, o r maintenance, fo r an
11 || operational or structural failure due to a defect in materials or workmanship or
12 || normal wear and tear, with or without additional provision fo r incidental
13 || indemnity payments when service, repair, or replacement is not reasonably or
14 || commercially feasible;

L
-1-

N ew  T e x t  U n d e r l i n e d  [DELETED TEXT BRACKETED]
CSIIB I20(RLS)
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WORK DRAFT WORK DRAFT 23-LS0537\U

(B ) repair, replace, or maintain tangible personal property 
damaged as a result o f power surges o r as a result o f accidental damage from 
the handling o f property damaged by power surges; or

(C ) repair, replace, or maintain household consumer goods, 
household appliances, and household systems, including damage resulting 
from operational or structural failure due to a defect in materials or 
workmanship o r normal wear and tear;

(2) does not include
(A ) mechanical breakdown insurance;
(B ) a contract that requires an indemnity payment per incident 

and the payment exceeds the purchase price o f the property serviced;
(C ) retainers paid to licensed attorneys;
(D ) insurance on a motor vehicle subject to registration under 

AS 28.10 .011; or
(E ) a home warranty; in this subparagraph, "home warranty" 

means a warranty that covers the entire home and does not include a warranty 
limited to a household system, appliance, or a part o f the household structure.

* Sec. 2. AS 21 .27 .010 (h ) is amended to read:
(h ) This chapter does not apply to a person

(1) licensed to practice as an attorney at law while the person is acting 
as an attorney at law: o r

(2) who sells, solicits, o r  negotiates a service contract on a motor 
vehicle subject to registration under AS 28 .10 .011 .

* Sec. 3. This Act takes effect immediately under AS 01 .10 .070(c ).

CSHB 120(RLS) -2-
N ew  T ex t:  U n d e r l i n e d  [DELETED TEXT BRACKETED)



Frank H. Murkowski, Governor

D e p a r tm e n t  o f  C o m m u n ity  
a n d  E c o n o m ic  D e u e lo p m e n t

Division of Insurance
P.O. Box 110805, J u n e a u , AK 998 1 1 -0 8 0 5
T elephone: (907) 4 6 5 -2 5 1 5  • Fax: (907) 4 6 5 -3 4 2 2  • Text Telephone: (907) 465-5437 
Email: ln s u ra n c e @ d c e d .s ta te .a k .u s  • W ebsite : w w w .d c e d .s ta te .a k .u s /in su ran c e /

A p r i l 1, 2 0 0 3

R e p re s e n ta t iv e  J o h n  C o g h i ll 
H o u se  M a jo r ity  L e a d e r 
S ta te  C a p ito l R o om  2 0 4  
J u n e a u , A la s k a  9 9 8 0 1

D e a r  R e p re s e n ta t iv e  C o g h i ll:

A tta c h ed  p le a s e  f in d  a  p a r t ia l l i s t  o f  c om p a n ie s  w h o  s e ll e x ten d ed  
w a r ra n t ie s  in  A la s k a . T h e  lis t  h a s  th re e  c a te g o r ie s , e x ten d ed  w a r ra n ty  
o th e r  th a n  a u to , e x te n d e d  w a r ra n ty  m e c h a n ic a l b re a k d ow n  a n d  e x ten d ed  
w a r r a n ty  a u to  s e rv ic e  c o n t ra c t . A s y o u  c a n  see , th e  p re m iu m  ta x  
b re a k d o w n  fo r  h om e  a n d  a u to  w a r ra n t ie s  a re  s p li t  a lm o s t  e ven ly .

T h is  in fo rm a t io n  w a s  a v a i la b le  a t th e  la s t  h e a r in g , h ow eve r, th e  b i l l 
p a s s e d  o u t  o f  c om m itte e  w ith o u t  te s t im o n y . A s p re v io u s ly  s ta ted , 
in s u ra n c e  c om p a n ie s  d o  n o t  seg reg a te  th e se  p re m iu m  a m o u n ts  o n  th e ir  
a n n u a l re p o r t s . T h e re fo re  we c a lle d  the  to p  five , p lu s  a  few  o th e rs  a s  
t im e  p e rm it te d , b e fo re  th e  la s t  h e a r in g  to  g a th e r  th e  in fo rm a t io n  y o u  
re q u e s te d  o n  a u to  a n d  h o m e  w a r ra n ty  p re m iu m s .

O u r  c o n c e rn  fo r  h om e  w a r ra n t ie s  is  tw o - fo ld ; th e  im p a c t th e  e x em p tio n  
h a s  o n  p re m iu m  ta x e s  a n d  m o re  im p o r ta n t ly , th e  la c k  o f  p ro te c t io n  
a v a i la b le  to  c o n s u m e rs  w h en  th e se  p ro d u c ts  a re  e x c lu d e d  fro m  be ing  
c o n s id e re d  in s u ra n c e  p ro d u c ts . W h e n  c o n s id e re d  a n  in s u ra n c e  p ro d u c t , 
th e  d iv is io n  is  a b le  to  a s s is t  c o n s u m e rs  i f  q u e s t io n s  o r  p ro b le m s  a b o u t  
th e ir  c ove rag e  a r is e . W h e n  se rv ice  c o n t ra c ts  a re  n o t  c o n s id e re d  
in s u ra n c e  p ro d u c ts , c o n s u m e rs  m u s t  u s e  th e ir  ow n  re s o u rc e s  to  re so lv e  
p ro b le m s  w ith  th e  se rv ic e  c o n t ra c t  p ro v id e r .

W e  a re  w illin g  to  c o n s id e r  m o re  e n c om p a s s in g  la n g u a g e  to  re p la c e  
“ p o r ta b le  a i r  c o n d it io n e rs , h e a te rs  a n d  h o t  tu b s ” i f  a p p ro p r ia te  
te rm in o lo g y  c a n  be fo u n d  th a t  c le a r ly  d e sc r ib e s  w h a t is  to  be e xem p t. 
W ith o u t  c le a r  la n g u a g e  th e  d iv is io n  w ill n e e d  to  c o n t in u e  to  re sp o n d  to

"Promoting a healthy economy and strong communities"

mailto:lnsurance@dced.state.ak.us
http://www.dced.state.ak.us/insurance/


q u e s t io n s  to c la r i fy  w h a t p ro d u c ts  a re  e x em p t a n d  w h a t p ro d u c ts  a re  
n o t .

I h o p e  th is  in fo rm a t io n  is h e lp fu l.  I a m  a v a i la b le  to d is c u s s  th is  a t  y o u r  
con ven ien ce .

S in c e re ly , *

S ta n  R idg ew ay (J  ^
D e p u ty  D ire c to r



1  *
f  Extended Warranty Other Than Auto

Prem ium s
| Top 5 taxpayers in this category: Written Tax
| Am erican Bankers Ins C o  fo Florida 19,238.00 519.43
I  Balboa Insurance Co - -

f  Continental Casualty C o - -

•, Insurance C o  of the State of PA - -

Gulf Ins C o - -

19,238.00 519.43
% Other taxpayers:

Greenwich Ins C o  - Contractual Liability 91,381.00 2,467.29
% W estchester Fire Ins C o  - blank 435,378.00 11,755.21
£ Com bined Specialty Ins C o  - Contractual liab. 141,845.00 3,829.82

668,604.00 18,052.31

Extended Warranty Mechanical Breakdown
Prem ium s

Top 5 taxpayers in this category: Written Tax
■j American Bankers Ins C o  fo Florida 19,238.00 519.43
| Federal Ins Co - -

| Royal Ins C o  of America - -

j  Firemans Fund Ins Co 53,911.00 1,455.60
jj Allstate Ins Co (379.00) (10.23)

72,770.00 1,964.79
| Other taxpayers:
i C IM  Ins Corporation (41,885.00) (1,130.90)
] Lyndon Property Ins C o  - Warranty 68,588.00 1,851.88
'j M IC Property and Casualty Ins Corp 602,875.00 16,277.63

F F G  Ins C o  - Liability for Automobile repairs 20,469.00 552.66
650,047.00 17,551.27

Extended Warranty Auto Service Contract
All Taxpayers:
W estern Diversified Casualty Ins C o (3,489.00) (94.20)
Am erican Road Ins C o  - A S C (257,610.00) (6,955.47)
Am erican Road Ins C o  - Automobile Floorplan 169,022.00 4,563.59
Heritage Indemnity C o 217,556.00 5,874.01
Triton Ins C o  - V S I - Collateral Protection 1,136,888.00 30,695.98

1,262,367.00 34,083.91

* a . PI-7)
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CS F O R  H O U SE  B IL L  NO . 120( )

IN  THE LEG ISLA TU RE  OF THE STATE OF ALASKA  

TW EN TY -TH IRD  LEG ISLA TU RE  - F IRST  SESSION
BY

Offered:
Referred:

S ponsors): REPRESENTATIVE COGHILL

A B IL L

F O R  AN  A C T  E N T IT L E D  

"A n Act excluding service contracts from  regu lation as insurance; re la ting to insurance 

licensing fo r m otor vehicle service contracts; and provid ing fo r an effective d a le ."

BE  IT  EN A CTED  B Y  T H E  L E G IS L A T U R E  O F  T H E  STA TE  O F  A LA SKA :

* Section 1. AS 21.03.021 is amended by adding a new subsection to read:
(e) This title does not apply to a service contract offered, issued fo r delivery, 

delivered, or renewed in this state. In this subsection, "service contract"
( 1) means a contract or agreement fo r a separate or additional 

consideration, fo r a specific duration, to
(A ) mrintain, service, repair, or replace tangible personal 

property, o r to indemnify fo r repair, replacement, or maintenance, fo r an 
operational or structural failure due to a defect in materials or workmanship or 
normal wear and tear, with or without additional provision fo r incidental 
indemnity payments when service, repair, or replacement is not reasonably or 
commercially feasible;

-1- CSIIB 120( )
N ew  T e x t:  U n d e r l i n e d  [DELETED TEXT BRACKETED]
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(B ) repair, replace, or maintain tangible personal property 
damaged as a result o f power surges or as a result o f accidental damage from 
the handling o f property damaged by power surges;

(C ) repair, replace, or maintain household consumer goods, 
household appliances, and household systems, including damage resulting 
from operational or structural failure due to a defect in materials or 
workmanship or normal wear and tear;

(D ) provide a home warranty;
(2) does not include

(A ) mechanical breakdown insurance;
(B ) a contract that requires an indemnity payment per incident 

and the payment exceeds the purchase price o f the property serviced;
(C ) retainers paid to licensed attorneys; or
(D ) insurance on a motor vehicle subject to registration under

AS 28.10.011.
* Sec. 2. AS 21.27.010(h) is amended to read:

(h) This chapter does not apply to a person
(1) licensed to practice as an attorney at law while the person is acting 

as an attorney at law; o r
(2) who sells, solicits, o r negotiates a service contract on a m otor 

vehicle subject to registration under AS 28 .10 .011 .
* Sec. 3. This Act takes effect immediately under AS 01 .10 .070(c ).
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ALASKA STATE HOUSE OF REPRESENTATIVES

Interim Address:

3340 Badger R oad , Suite 290 
N orth  Po le , A K  99705
(907 )-488-5725
Fax# (907)-4S8-4721

Session Contact: 
(907 )-465-3719
FAX# (907)-465-3258

State Capito l 
R oom  204

REPRESENTATIVE JOHN COGHILL

SPONSOR STATEMENT-HB 120

The last administration and its director o f the Division o f Insurance concluded that 
service contracts are considered insurance. Leaving the interpretation o f service 
contracts to the will o f an administration could eliminate the willingness o f 
manufacturers to o ffe r such contracts in Alaska.

In a 1980, Attorney General’ s Opinion, Avrum Gross set out guidelines fo r 
determining whether a prepaid legal services plan was insurance. He determined it 
was not. One determinate was that the "plan was principally engaged in offering 
service, not in indemnifying against risks.”

Twenty states have adopted statutes o r regulations treating service contracts as 
separate and distinct from insurance, hut have done so by adopting provisions that 
require more government and more .^guluiion overview. These states include 
Washington, Illinois, Texas, South Carolina, New York, Nevada, Wyoming and 
others.

HB 120 exempts service contracts from Title 21 regarding insurance. Six other 
states, Idaho, Montana, Nebraska, North Dakota, South Dakota and West Virginia, 
have taken the same approach as HB 120 and exempted service contracts from 
insurance statutes rather than creating more bureaucracy.

Insurance covers repair or replacement from perils such as fire, earthquake, or 
flood. Service contracts cover repair and replacement from a faulty part or normal 
wear and tear that is pretty predictable.

Incidental indemnity is in the legislation to cover a cash settlement fo r an appliance 
that repair is not possible fo r a variety o f reasons including the possibility that parts 
are no longer made fo r the appliance. Incidental is the key word because a cash 
settlement would be rare and is not the primary function o f the contract. I f  
incidental indemnity is not in the statute, claims that would otherwise be settled 
through a cash payment would be denied.

Finally, HB 120 provides that persons who sell motor vehicle service contracts do 
not have to be licensed to sell insurance.

Kepre.scntativc_John_Coghill@LrcGIS.stutc.ak.us
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