HOUSE OF REPRESENTATIVES STAFF ANALYSIS
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CS
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SUMMARY ANALYSIS

Motor vehicle service agreement companies are one type of warranty association and are governed by the
provisions in Part I, Chapter 634, Florida Statutes. Motor vehicle service agreements generally provide vehicle
owners with protection when the manufacturer’'s warranty expires. While a warranty is not considered a
traditional insurance product, it protects purchasers from future risks and associated costs. In Florida, warranty
associations are regulated by the Office of Insurance Regulation (OIR). The OIR’s regulatory authority of
warranty associations includes licensure, investigation of complaints, and monitoring of reserve requirements,
among other duties. However, the OIR is not required to approve forms or rates for warranties.

Under current law, motor vehicle service agreements indemnify the agreement holder against loss caused by
failure of any mechanical or other component part, or any mechanical or other component part of the motor
vehicle that does not function as it was originally intended. The term “motor vehicle service agreement” also
includes any contract that provides: for coverage which is issued in conjunction with an additive product
applied to the motor vehicle that is the subject of such agreement; for payment of vehicle protection expenses
(such as meeting applicable deductibles and providing for temporary replacement vehicle rental expenses);
and for the payment for paintless dent-removal services.

As defined in statute, “additive product” means any fuel supplement, oil supplement, or any other supplement

product added to a motor vehicle for the purpose of increasing or enhancing the performance or improving the
longevity of such motor vehicle. The bill modifies this definition to indicate the term does not include a product

applied to the exterior or interior surface of a motor vehicle to protect the appearance of the motor vehicle. The
bill also deletes the definition of “paintless dent-removal” but still allows the process to be considered part of a

motor vehicle service agreement.

The bill also changes and expands coverage provided in a motor vehicle service agreement to include: a)
repair or replacement of tires or wheels on a motor vehicle damaged as a result of encountering a road hazard
(and defines the term); b) removal of dents, dings, or creases on a motor vehicle that may be repaired using
the process of paintless dent removal without affecting the existing paint finish and without using replacement
body panels, or sanding, bonding, or painting; and c) replacement of a motor vehicle key or key faob if the key
or key fob is inoperable, lost, or stolen.

The bill does not appear to have a fiscal impact on state or local government.

The bill has an effective date of July 1, 2016.

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

A. EFFECT OF PROPOSED CHANGES:

Motor vehicle service agreement companies are one type of warranty association and are governed by
the provisions in Part |, Chapter 634, Florida Statutes. Motor vehicle service agreements generally
provide vehicle owners with protection when the manufacturer’'s warranty expires. While a warranty is
not considered a traditional insurance product, it protects purchasers from future risks and associated
costs. In Florida, warranty associations are regulated by the Office of Insurance Regulation (OIR). The
OIR’s regulatory authority of warranty associations includes approval of forms, investigation of
complaints, and monitoring of reserve requirements, among other duties. However, the OIR is not
required to approve rates for warranties.

Under current law, motor vehicle service agreements indemnify the agreement holder against loss
caused by failure of any mechanical or other component part, or any mechanical or other component
part of the motor vehicle that does not function as it was originally intended. The term “motor vehicle
service agreement” also includes any contract that provides: for coverage which is issued in
conjunction with an additive product applied to the motor vehicle that is the subject of such agreement;
for payment of vehicle protection expenses (such as meeting applicable deductibles and providing for
temporar}/ replacement vehicle rental expenses); and for the payment for paintless dent-removal
services.

As defined in statute, “additive product” means any fuel supplement, oil supplement, or any other
supplement product added to a motor vehicle for the purpose of increasing or enhancing the
performance or improving the longevity of such motor vehicle.? The bill modifies this definition to
indicate the term does not include a product applied to the exterior or interior surface of a motor vehicle
to protect the appearance of the motor vehicle.

The bill deletes the definition of “paintless dent-removal” but still allows the process to be considered
part of a motor vehicle service agreement. In revising the process, the bill makes two changes.
Currently, coverage for paintless dent-removal is predicated on services being provided by a company
whose primary business is providing such services. The bill eliminates this condition, thereby allowing
greater flexibility in who offers the service. The second change removes hail damage as a specific
example of a cause of a dent, ding and crease. However, because the new language that provides
coverage for removal of dents, dings, or creases on a motor vehicle that may be repaired is not limited
in any way, this should not affect the right to provide or receive coverage for hail damage. In effect, this
change removes superfluous language.

The bill also changes and expands coverage provided in a motor vehicle service agreement to include:
a) repair or replacement of tires or wheels on a motor vehicle damaged as a result of encountering a
road hazard®; b) removal of dents, dings, or creases on a motor vehicle that may be repaired using the
process of paintless dent removal without affecting the existing paint finish and without using
replacement body panels, or sanding, bonding, or painting; c) replacement of a motor vehicle key or
key fob if the key or key fob is inoperable, lost, or stolen.

B. SECTION DIRECTORY:

Section 1. Amends s. 634.011, F.S., relating to definitions.

's.634.011(8), F.S.

%5.634.011(2), F.S.

% “Road hazard” means a danger that is encountered while operating a motor vehicle. The term includes, but is not limited to, potholes,
rocks, debris, metal parts, glass, plastics, curbs and composite scraps. The term does not include any damage caused by collision with
another vehicle, vandalism, or other causes usually covered under the comprehensive or collision coverages provided by an

automobile physical damage policy.
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Section 2. Provides an effective date of July 1, 2016.
Il. 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:
None.

D. FISCAL COMMENTS:
None.

. COMMENTS
A. CONSTITUTIONAL ISSUES:

1. Applicability of Municipality/County Mandates Provision:
Not applicable. The bill does not appear to affect county of municipal governments.

2. Other:
None.

B. RULE-MAKING AUTHORITY:
None provided by the bill.

C. DRAFTING ISSUES OR OTHER COMMENTS:
None.

IV. AMENDMENTS/ COMMITTEE SUBSTITUTE CHANGES
On January 19, 2016, the Insurance & Banking Subcommittee considered HB 875 and adopted three
amendments which did the following:

o Deleted the authority for the OIR Commissioner to approve additional services that can be part of
motor vehicle service agreements; and
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¢ Revised the definition of road hazard to limit its application and to replace the term “wood debris”
with “debris.”

This staff analysis has been updated to reflect the committee substitute.
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