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SUMMARY ANALYSIS

CS/HB 273 passed the House on March 18, 2015, and subsequently passed the Senate on April 1, 2015.

Currently, every insurance policy is required to be mailed, delivered or electronically transmitted to the insured
(policyholder) within 60 days after the insurance takes effect. The law also contains specific electronic delivery
parameters for insurance covering commercial risks. Also, subject to certain conditions, property and casualty
insurers are allowed to post policies on the insurer’s website instead of mailing, delivering or electronically
transmitting the policies to insureds.

For personal lines insurance, the bill allows insurers to deliver policy documents, including policies,
endorsements, notices, or other documents, by electronic means in lieu of delivery by mail if the policyholder
affirmatively elects electronic delivery.

Under current law, to make a change in the terms of a property and casualty insurance contract, the insurer
must give the policyholder a written Notice of Change in Policy Terms with the policy renewal notice, and the
policy renewal notice must be provided to the policyholder in accordance with current law, which requires
insurers to give notice of renewal 45 days prior to the renewal date.

The bill allows an insurer to send a Notice of Change of Policy Terms separate from the renewal notice as long
as the notice is sent within the policy nonrenewal time limits in current law. Generally, the nonrenewal time
limits are notice at least 100 days prior to the effective date of the nonrenewal. The bill also requires the insurer
to provide the policyholder’'s insurance agent with a sample copy of the Notice of Change of Policy Terms
before or at the same time as the Notice is provided to the policyholder.

If an insurer seeks to offer optional coverage (that increases the premium) as a part of a renewal policy, the bill
prohibits the insurer from using the "Notice of Change in Policy Terms" to add the optional coverage to the
policy unless the policyholder affirmatively approves.

The bill has no fiscal impact on state or local government. Property and casualty insurers who choose to
provide a Notice of Change of Policy Terms by mail, separate from the renewal notice, may incur additional
costs associated with printing and mailing this Notice. On the other hand, insurers who utilize the electronic
delivery option should experience cost savings.

Subject to the Governor’s veto powers, the effective date of this bill is July 1, 2015.

This document does not reflect the intent or official position of the bill sponsor or House of Representatives.
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. SUBSTANTIVE INFORMATION

A. EFFECT OF CHANGES:

Electronic Delivery of Insurance Policies

Section 627.421, F.S., requires every insurance policy’ to be mailed, delivered, or electronically
transmitted to the insured (policyholder) within 60 days after the insurance takes effect. Insurance
policies are typically only delivered when the policy is issued and are not delivered each time the policy
is renewed. Regarding electronic transmission, the law also contains specific delivery parameters for
insurance covering commercial risks. Also, subject to certain conditions, property and casualty insurers
are allowed to post policies on the insurer’s website instead of mailing, delivering or electronically
transmitting the policies to insureds.

The Federal Electronic Signatures in Global and National Commerce Act (E-SIGN) applies to electronic
transactions involving interstate commerce.? Insurance is specifically included in E-SIGN.® E-SIGN
provides contracts formed using electronic signatures on electronic records will not be denied legal
effect only because they are electronic. However, E-SIGN requires consumer disclosure and consent to
electronic records in certain instances before electronic records will be given legal effect. Under E-
SIGN, if a statute requires information to be provided or made available to a consumer in writing, the
use of an electronic record to provide or make the information available to the consumer will satisfy the
statute’s requirement of writing if the consumer affirmatively consents to use of an electronic record.
The consumer must also be provided with a statement notifying the consumer of the right to have the
electronic information made available in a paper format and of the right to withdraw consent to
electronic records, among other notifications.

In addition, s. 668.50, F.S., Florida’s Uniform Electronic Transaction Act (UETA), is similar to the
federal E-SIGN law. UETA specifically applies to insurance and provides a requirement in statute that
information that must be delivered in writing to another person can be satisfied by delivering the
information electronically if the parties have agreed to conduct a transaction by electronic means.

For personal lines insurance, the bill allows insurers to deliver policy documents by electronic means
in lieu of delivery by mail if the policyholder affirmatively elects electronic delivery. The bill does not
likely implicate E-SIGN or UETA because it requires the affirmative consent of the policyholder before
the electronic delivery of insurance policy documents.

Change of Policy Terms In Insurance Policies

Under current law, to make a change in the terms of a property and casualty insurance contract, the
insurer must give the policyholder a written Notice of Change in Policy Terms® with the policy renewal
notice and the policy renewal notice must be provided to the policyholder in accordance with current
law, which requires insurers to give notice of renewal 45 days prior to the renewal date.® A policyholder
is deemed to accept the policy term change if the renewal premium is paid. If the insurer does not

1. 627.402, F.S., defines policy to include endorsements, riders, clauses, and papers that are part of such policy. Reinsurance, wet marine and
transportation insurance, title insurance, and credit life or credit disability insurance policies do not have to be mailed or delivered. (see s. 627.401,
F.S.). See also s. 627.43141(1) (b), F.S., where the definition for “policy” for property and casualty insurance is the same.
2 Section 101, Electronic Signatures in Global and National Commerce Act, Pub. L. no. 106-229, 114 Stat 464 (2000). Many of the provisions of E-
3?IGN took effect October 1, 2000.

Id.
* Personal lines insurance is property and casualty insurance sold to individuals and families for non-commercial purposes. S. 626.015(15), F.S.
%s5.627.43 141(1) (a), F.S., defines change in policy terms to mean “the modification, addition, or deletion of any term , coverage, duty, or condition
from the previous policy. The correction of typographical or scrivener’s errors or the application of mandated legislative changes is not a change in
policy terms.”
®s.627.43141,F S.
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provide the Notice of Change in Policy Terms to the policyholder, the terms of the insurance policy are
not changed.

The bill allows an insurer to send a Notice of Change of Policy Terms separate from the renewal notice
as long as the notice is sent within the policy nonrenewal time limits in current law. Generally, the
nonrenewal time limits are notice at least 100 days prior to the effective date of the nonrenewal.” And,
for any nonrenewal that takes effect between June 1% and November 30", at least 100 days written
notice, or notice by June 1%, whichever is earlier, is required. Furthermore, policyholders with property
insured by the same insurer for five years or more receive 120 days’ notice of nonrenewal instead of
100 days’ notice. Thus, the bill requires a Notice of Change of Policy Terms to be given sooner when it
is not included with the renewal notice.

The bill also requires the insurer to provide the policyholder’s insurance agent with a sample copy of
the Notice of Change of Policy Terms before or at the same time as the Notice is provided to the
policyholder.

New procedures for offering optional coverage as a part of the Notice of Change of Policy Terms are
delineated in the bill. Optional coverage is defined to mean the addition of new insurance coverage that
has not previously been requested or approved by the policyholder but that does not include any
change to the base policy or a deductible or an insurance limit. The bill further provides that a renewal
policy that includes the addition of optional coverage that increases the premium to a policyholder may
not use the "Notice of Change in Policy Terms" to add the optional coverage to the policy unless the
policyholder affirmatively indicates to the insurer or agent that the policyholder approves the addition of
the optional coverage.

II. FISCAL ANALYSIS & ECONOMIC IMPACT STATEMENT
A. FISCAL IMPACT ON STATE GOVERNMENT:

1. Revenues:

None.

2. Expenditures:

None.
B. FISCAL IMPACT ON LOCAL GOVERNMENTS:

1. Revenues:

None.

2. Expenditures:

None.

C. DIRECT ECONOMIC IMPACT ON PRIVATE SECTOR:

Property and casualty insurers who choose to provide a Notice of Change of Policy Terms by mail,
separate from the renewal notice, may incur additional costs associated with printing and mailing this
Notice. On the other hand, insurers who utilize the electronic delivery option should experience cost
savings.

" A 45-day notice of cancellation or nonrenewal, rather than the 100-day or 120-day notice is allowed if the OIR determines early cancellation of
some or all of an insurer’s property insurance policies is necessary to protect the best interest of the public or the policyholders. (s. 627.4133(2)(b)5.,
F.S)
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D. FISCAL COMMENTS:
None.
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