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Explanation or reason for introduction of bill/resolution: 

 
Regulation of guaranteed asset protection waivers. 
 

Minutes:                                                 Attachment 1, 2 

 
Chairman Keiser:  Opens the hearing on HB 1181. 
 
Amy Hullet~NDAR:  Introduces Matt Nowels. 
 
Matt Nowels~on behalf of the Guaranteed Asset Protection Alliance:  Attachment 1.  
 
2:55 
 
Rep Laning:  My understanding is this is an optional piece of coverage. 
 
Matt Nowels:  Correct. 
 
Rep Laning:  Is it going to be mandatorily mentioned to the purchaser at the time he buys 
it? 
 
Matt Nowels:  It better not be.  That’s part of the requirement that it has to be optional & we 
tell that them that it is optional. 
 
Rep Laning:  Is it going to be mandatory that that buyer be told about this availability? 
 
Matt Nowels:  No, I don’t think so. 
 
Rep Ruby:  Is this a short period of time, a short term buyer? 
 
Matt Nowels:  This isn’t a dider on your insurance policy, this is part of your finance offered 
by your creditor.  
 
Rep Ruby:  This would be for the period that the loan is higher than the book value? 
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Matt Nowels:  Right. 
 
Rep Kasper:  Page 2, line 16, what insurance companies sell those products now? 
 
Matt Nowels:  This particular is not an insurance product.  So insurers define for other 
purposes not the gap waiver? 
 
Rep Kasper:  What companies are selling these products? 
 
Matt Nowels:  It’s a transaction that the dealer offers it to you.  
 
Rep Kasper:  What does a company make in a guarantee? 
 
Matt Nowels:  It’s your creditor. 
 
Rep Kasper:  What we have here is an additional credit instrument, that’s not a product, but 
customer has to pay for? 
 
Matt Nowels:  It’s a product often designed by a 3rd entity.  It is a promise from your creditor 
to not come after you for the extra amount. 
 
Rep Kasper:  There is no other outside company involved in providing protection to the 
creditor, but there is a risk? 
 
Matt Nowels:  The creditor can & often times do.  It’s common for a creditor to a for stop gap 
coverage. 
 
Rep Kasper:  Who is that insurance company? 
 
Matt Nowels:  All State, Arch, Zurich & down the chain. 
 
Rep Ruby:  Don’t banks already offer this? 
 
Matt Nowels:  That’s correct.   
 
Rep Adams:  Would this work the same way as life insurance, except it’s the gap between 
book & loan value? 
 
Matt Nowels: It’s just not an insurance product, but the way you think about it is correct. 
 
Chairman Keiser:  Does gap apply to damaged title depreciation? 
 
Matt Nowels:  It would not cover that but there is a product out there. 
 
Rep M Nelson:  If the policy was canceled, they are supposed to calculate the refund using 
sum of the digits method.  Can you explain the sum of the digit refund method? 
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Matt Nowels:  It’s commonly called the Rules of 78 & that refund method accounts for the 
idea we spoke about earlier, that the coverage declines verily steeply at first.  Then it narrows 
out & they are above water in the finance area.  If the product was canceled, the sum of digit 
refund allows the company to refund a higher refund.   
 
Rep Kasper:  Is there any time in the life of this contract where the owner of the vehicle who 
has an accident & totaled, will they be obligated to any additional money to cover the loan. 
Is this going to cover 100% of the gap all of the time? 
 
Matt Nowels:  If the borrower has 3 missed payments, the product is not designed to say if 
you miss the payment, you get a windfall now.  They expect that the customer is current on 
the amount they owe.  There are reason they doesn’t all or entire balance. 
 
Chairman Keiser:  If the service contract is part of the financing & increases the cost, there 
is no wind fall. 
 
Matt Nowel:  That’s correct. 
 
Rep Kasper:  On the service contract, you are paying extra fee & the premium.  Then you 
have the coverage.  You are paying an extra fee & premium for the gap coverage as well.   
Why should the consumer receive the dollars back that they are entitled to?  They are paying 
the premium but not getting back because it appears you are off setting with the gap coverage 
with any other contract that they are paying a premium for. 
 
Matt Nowels:  The idea is; the gap waiver says we would waive; you’re out paying balance.  
You get a windfall because you get a $2,000 refund.   
 
Chairman Keiser:  The word financing, that’s the problem that was included in your financing 
contract.  They lent you the money to pay it & so it’s only fair to get it back? 
 
Matt Nowels:  Correct. 
 
Rep M Nelson:  Is this done a 1-time financing fee even though it’s space out for the life of 
the loan.  The amount you’re paying on that, is that also following that sum of the digits 
method or equal as it goes. 
 
Matt Nowels:  I don’t know for sure, but I suspicion is, it’s over the time limit. 
 
Steve Schneider~AIADC:  Attachment 2.  Submitted testimony. 
 
Chairman Keiser:  Anyone here to testify in support, opposition, neutral. 
 
Jon Godfread~Insurance Commissioner:  We treat this anyway.  There are some benefits 
maybe on the supportive side.  It’s essentially a private agreement between two parties.  It 
puts more structure into it.  We support this & the amendment. 
 
Chairman Keiser:  What are the wishes of the committee?   
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Rep Adams:  Moves the amendment 19.074.01001. 
 
Vice Chairman Lefor:  Second. 
 
Chairman Keiser:  Questions on the amendment? 
 
Rep M Nelson:  If we move this to the insurance commissioner, but it’s not insurance.  How 
do you regulate this? 
 
Jon Godfread:  We kicked around where we would put this.  It makes the most sense is with 
the insurance department because we receive the phone calls.  We would regulate it by 
creating this law. 
 
Rep M Nelson:  It’s not your thing, I’m hunting for the assist to the consumer.  Would there 
be a new type of licensing?  Where’s the control. 
 
Godfread:  The control is on the last page of the bill. 
 
Rep M Nelson:  I’m having trouble reigning down the shady operator. 
 
Jon Godfread:  There is more construct around it. 
 
Chairman Keiser:  On an older used car there is no gap, typically.  This is designed for the 
new car driven off the lot. 
 
Rep Ruby:  Other than the enforcement that’s included on the last page, also your 
involvement the insurance company would not cover the full amount that they would. 
 
Jon Godfread:  Correct. 
 
Chairman Keiser:  Back to the amendment. 
 
Voice vote~motion carried. 
 
Chairman Keiser:  Further questions?  What are the wishes of the committee? 
 
Rep D Ruby:  Moves a Do Pass as Amended. 
 
Rep Kasper:  Second. 
 
Roll call was taken for a Do Pass as Amended on HB 1181 with 13 yes, 0 no, 1 absent 
& Rep D Ruby is the carrier. 
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Explanation or reason for introduction of bill/resolution: 

 
Relating to the regulation of guaranteed asset protection waivers; to provide a penalty; and 

to provide for application. 

 

Minutes:                                                 Att. #1 

 
Chairman Klein: Opened the hearing on HB 1181. All members were present.  
 
Representative Keiser, District 47: introduced the bill. This bill deals with the regulation of 
Guaranteed Asset Protection waivers also known as GAP waivers, to provide a penalty and 
provide for application. This isn’t an insurance product but it does look and sound like one. 
GAP insurance is similar to warranty insurance. When you finance a loan, and you can buy 
an extension. GAP coverage is made available at the time of purchase, you offer coverage 
for the difference between the cost of the vehicle and the value after a short period of time. 
If your car is totaled you’re paid your insurance total but it will be somewhat less than what 
you have left on your loan. Typically, you’ll lose $3-5,000. This GAP coverage agrees to pay 
the difference between purchase price and what the value is at the time the vehicle is involved 
in a total accident; it’s like a warranty. Offered in 26 states, now being heard in North Dakota 
and many other states. Representative Keiser went through the bill line by line and explained 
changes to the committee. On  
 
Chairman Klein: So what we had in the code was nothing that related to this GAP insurance, 
and now we have clear guidelines and definitions for folks who are selling the GAP 
insurance? 
 
Representative Keiser: That is correct.   
 
Senator Burckhard: Is this like somebody taking out a 72-month loan out on the car and 
they decide to trade it in after 60 months and find out they have negative equity? 
 
Representative Keiser: No, this is really a collision product.  
 
Chairman Klein: But you have to purchase that at the time, from an agent? 
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Representative Keiser: You opt in or opt out. Its bought at the same time you’re financing 
your loan for your car. Four years after you purchase your car, the price on your car and on 
your loan are about the same. This is for that loss associated with depreciation.  
 
Chairman Klein: I think there is a company out there that is selling that you got in an accident 
and didn’t get a new car out of the deal.  
 
Representative Keiser: There isn’t one insurance company that markets, we insure for the 
full value of your car.  
 
Chairman Klein: But you pay for that? 
 
Representative Keiser: Yep.   
 
Senator Burckhard: This is something that if you buy a new car, the finance person at the 
dealership would suggest it?  
 
Representative Keiser: That’s correct.  
 
Levi Andrist, J Group on behalf of the Asset Protection Alliance: testified in support. We 
worked with the prime sponsor, as well as the attorney general’s consumer protection 
division, the department of financial institutions, the two insurance agent organizations, the 
two banking organizations in the state, as well as the automobile dealers’ association in order 
to get this bill in the shape that it is.  
 
Chairman Klein: Is this the bill you have someone flying in to talk to us about, but his flight 
is delayed? 
 
Levi: Yes.  
 
Jeff Ubben, Deputy Insurance Commissioner: testified in support. This is already being 
done by the insurance department. There really isn’t much law regarding these products, 
we’ve had the opportunity to see this from time to time so we’ve drafted a kind of internal 
memo for guidance for our staff but this would be much better because we could have a law 
to follow instead of just an in-house memo. 
 
Senator Kreun: Does this just apply to vehicles? 
 
Jeff: Yes, as far as I know it is only used on vehicles. I’ve pretty much only seen it used on 
vehicles anyways. The language in here is pretty specific to vehicles.  
 
Vice Chairman Vedaa: Most homes have replacement cost value on their insurance policy.  
 
Chairman Klein: Do you get calls and comments about this? Or is this more so just as you 
do get a call from time to time, this just helps your agency work through any concerns or 
questions the public may have? 
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Jeff: That is exactly right. We get calls from time to time but it’s been pretty infrequent. When 
they do come up we’re usually able to work our way through those for the most part. Folks 
understand that this is not insurance however, there should be some parameters and policies 
around that and before it was just what the insurance department thought was appropriate 
and now the legislative assembly has a chance to put that forward.  
 
Vice Chairman Vedaa: I believe there are insurance companies out there that offer this, is 
that correct? 
 
Jeff: I believe so yes.  
 
Chairman Klein: Closed the hearing on HB 1181.  
 
See attachment #1 for additional testimony submitted to the committee.  
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Explanation or reason for introduction of bill/resolution: 

 
Relating to the regulation of guaranteed asset protection waivers; to provide a penalty; and 

to provide for application. 

 

Minutes:                                                 None.  

 
Chairman Klein: Opened the committee work session on HB 1181. I think there isn’t much 
opposition to this.  
 
Vice Chairman Vedaa: Moved a Do Pass.  
 
Senator Roers: Seconded.  
 
Chairman Klein: I didn’t realize that there wasn’t language for this yet.  
 
Senator Piepkorn: So this would normally be offered at the time of purchase at the 
dealership and people and just decide if they want to take it or not?   
 
Chairman Klein: I believe so yes. The idea being that the $40,000 new car, and we know 
it’s a discussion because that’s what the ads tell us and we know that when we drive the car 
off the lot it loses a lot of its value.   
 
Vice Chairman Vedaa: I would say there are probably a lot of lenders behind this if its offered 
at the dealership.   

 
Senator Kreun: Is this a onetime payment for insurance or is it renewed annually? Is there 
a time frame?  
 
Levi Andrist, Guaranteed Asset Protection Alliance: Typically, it’s an initial upfront fee. 
To answer the other questions, these are the General Motor finance companies, they are the 
ones that hold the dollars if there is a loss and cover the gap.  
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Senator Kreun: In the testimony it indicated that after about four years it evens out, can you 
cancel it and get a portion of it back after four years if you’ve got a six-year loan? 
 
Levi: I don’t have a direct answer to that. What I would say is a very important consumer 
protection in the bill was a 30-day free look back. So if in the first 30 days they decide they 
actually don’t want this coverage, they can go back on it.  
 
Senator Kreun: But just for 30 days? 
 
Levi: Right, that’s the free look back.  
 
Senator Kreun: So can you say you only want it for four years instead of the 6-year loan? 
 
Levi: There are cancellation provisions in the bill.  
 
Vice Chairman Vedaa: The way I understood that was typically as you pay your loan off, 
that major depreciation was right at the beginning so after four years it kind of catches up 
with your loan.  
 
Senator Kreun: (Inaudible).  
 
Vice Chairman Vedaa: It’s like when you get a mortgage and you have to buy that mortgage 
insurance.   
 
Chairman Klein: Levi? 
 
Levi: It is utterly optional.  
 
Chairman Klein: Who explains to the consumer that there is gonna be a gap? Do most 
people understand that right out of the shoot? 
 
Levi: From the anecdotes that we have heard it really depends on how astute the customer 
is, the value of the vehicle, if somebody has had a bad experience previously. The other this 
is the chief salesperson is really the point of sale at the dealership, so it’s really at the 
dealership.  
 
Chairman Klein: So you’re extending your warranty, you’re probably financing it at the 
dealership and then that is another sale option you can purchase also? Cause you’re making 
payments anyway?  
 
Levi: Yes, they are absolutely optional.  
 
Senator Piepkorn: I would imagine there is a difference in the rate between your average 
economy car and a luxury vehicle? Do you have any idea about that? 
 
Levi: It’s a good question, on the house side they testified that for a $40,000 vehicle this 
would be in the hundreds of dollars. Again, every company is gonna vary, it depends on the 
value of the vehicle.  
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Chairman Klein: And it’s a one-time payment that’s a part of your financing package, so you 
aren’t coming back every couple of years? 
 
Levi: That’s correct.   
 
Vice Chairman Vedaa: You also can get this on your car insurance as well. It just depends 
when you want to pay for it, on a premium payment or whatever. But it’s typically in your 
initial payment.   
 
Chairman Klein: What I’m hearing is your agent, you’ve got your new car, you call your 
agent and say you just got a new car and I want it insured for what I paid for it?  
 
Jeff Ubben, Deputy Insurance Commissioner: If you are purchasing through an agent at 
an insurance company, that we still consider insurance and that would not fall under the 
scope of this bill. This is just between the borrower and the lender, if there is a two party 
agreement between those two parties then it’s a GAP waiver. So If you get State Farm to 
come in as a third party and act as an indemnifier, then that still is considered to be insurance 
and we would regulate that just like we regulate every other line of insurance.  
 
Chairman Klein: So we have to keep in mind that this is not insurance, the insurance 
department is just keeping an eye on it.  
 
A Roll Call Vote Was Taken: 6 yeas, 0 nays, 0 absent.   
 
Motion Carried.  
 
Senator Burckhard will carry the bill.  
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