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l. Summary:

Under current law, there are specified limited categories of business insurance which are sold by
limited lines agents who are licensed by the Department of Insurance. These limited classes of
bus ness insurance include the following: motor vehicle physica damage and mechanicd
breakdown, indugtrid fire or burglary, persond accident, baggage and motor vehicle excess
ligbility, credit, credit life or disability, credit property, crop hall and multiple peril crop, and in-
trangt and storage persona property insurance. Limited lines agent applicants must be separately
licensed for each of these categories of insurance,

Committee Subdtitute for Senate Bill 1994 would expand the current limited lines license
category of “in-trandt and storage person property insurance’ to include “ communications
equipment property insurance or communications equipment inland marine insurance.” This
expanded category of insurance would cover the loss, theft, mechanicd failure, mafunction, or
damage to equipment such as handsets, pagers, persona digital assstants, portable computers,
automatic answering devices, and other devises or accessories used to originate or receive
communications Sgnas or service. However, it would not include telecommunication switching
equipment, transmission wires, cdll Ste transceiver equipment, or other equipment and systems
used by telecommunications companies to provide telecommunications service to consumers.

This expanded license would be issued to employees or authorized representatives of alicensed
generd lines agent, to business locations of a communications equipment retail vendor, and to
employees, agents, or authorized representatives of such vendor. Aswith severd other limited
lines of insurance, agents sdlling this product would be exempt from the pre-licenang
examination and education requirements applicable to generd lines agents. However, unlike
other limited lines licensees, licensees marketing this product would be required to receive initid
training from, and have a*“ contractua relationship” with, agenerd lines agent.
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Thisbill substantialy amends the following sections of the Florida Statutes. 626.221, 626.321,
and 626.732.

Present Situation:

I nsurance Coverage for Communication Equipment

Coverage for the loss, theft, mechanicd failure, damage or mafunctioning of communication
equipment (e.g. cdlular phones, laptop computers, persond digital assgtants) isaform of
property insurance. As aform of property insurance, it can only be sold through generd lines
agents, unless authorized as alimited line of insurance. The Legidature has not authorized a
limited line of insurance specificaly tailored to communications equipment.

Depending on the particular circumstances, persona communications equipment may be covered
againg theft or damage under a homeowners insurance and automobile insurance policy.
However, homeowners insurance and automobile insurance typicaly require a deductible
payment by the consumer. The consumer also may be currently covered for mechanical defects
or mafunctioning through a product warranty from the manufacturer or an extended warranty
purchased from the retailer or manufacturer of communications equipment. Persons who sl
sarvice warranties are licensed and regulated by the Department of Insurance pursuant to part 111
of chapter 634, F.S. In generd, warranties are generally considered not to be insurance products
because awarranty promises to indemnify againg defectsin the article sold, while insurance
indemnifies againgt loss or damage resulting from perils outsde of and unrelated to defectsin the
atideitsf.

Classification of Agents. General Linesand Limited Lines

Insurance agents may be classified according to the number of products they may sell, the type
of productsthey sdl, and their place of resdency. A “generd lines agent,” is authorized under
date law to transact any or dl of the following lines of insurance: property, casldlty, surety,
hedlth and marine insurance. “Limited lines agents’ are individuas or entities licensed as agents
but limited to selling one or more of the following forms of insurance (each requiring a sparate
license): motor vehicle physical damage and mechanica breakdown, indudtriad fire or burglary,
persond accident, baggage and motor vehicle excess liability, credit, credit life or disability,
credit pro , crop hail and multiple peril crop insurance, or in-transit and storage persona
property.” Generd lines agents so may transact limited lines of insurance other than credit life
insurance.

Licensing of Agents
Insurance representatives are required by Foridalaw to be licensed by the Department of

Insurance prior to transacting business in the state.? The Department issues approximately 83
different types of insurance licenses and 19 temporary licenses. An applicant for agenerd lines

1s 626321, FS

25,626,112, F.S. Transacting insuranceis defined in s. 624.10, F.S,, asinduding solicitation or inducement, preliminary

negotiations, effectuaion of acontract of insurance, and transaction of matters subsequent to effectuation of a contract of
insurance and arising out of it.
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license, among other conditions for licensure and with certain exceptions, must satisfy pre-
licensing education, experience, or instruction requirements and pass an examination.>
Applicants for alimited lines license generdly do not have to saisfy any pre-licensing education
or examination requirements to be licensed.* Such applicants must, however, file an gpplication
with the department, be fingerprinted and after obtaining a license, be gppointed by an insurance
company.

[I. Effect of Proposed Changes:

Under the provisons of thishill, an “in-trangt and storage personal property insurance, or
communications equipment property or communications equipment inland marine insurance”
limited lines license would alow specified sdllers to offer such insurance coverage againg theft,
loss, damage, or mechanica failure. This expanded license would be similar to coverage
currently sold in Florida such as automobile ligbility insurance coverage sold at rental counters
and credit insurance coverage marketed in car dedlerships. Licensees would be subject to
provisions of the agents code and would receive training and have a contractua relationship
with agenerd lines agent.

A section-by-section analysis of the bill is provided below:

Section 1. Amends s. 626.221, F.S,, relating to examination requirements, to exempt
goplicants for limited licenses for in-trangit and storage persona property insurance, or
communication equipment property or communication equipment inland marine insurance” from
having to satisfactorily pass awritten examination in order to hold alicense. Under current law,
limited lines agents are exempt from pre-licensng examination requirements,

Section 2. Amends s 626.321, F.S,, relating to limited licenses, to expand the current limited

lines license category of “in-transit and storage persona property insurance”® to include a new
product entitled “ communication equipment property or communication equipment inland
marine insurance.” Thistype of insurance would cover the loss, theft, mechanicd falure,
mafunction, or damage to communications equipment. The license could be issued only to
employees or authorized representatives of alicensed generd lines agent, to each business
location of a communication equipment retail vendor, or to employees, agents, or authorized
representatives of such vendor. The license may authorize the sde of such insurance policies
only in connection with the sde of, or provision of, monthly communications service for
communication equipment. Unlike other limited licensees, licensees marketing this product
would be required to receive initid training from, and have a contractua relationship with a
generd lines agent. The bill specificaly exempts generd lines agents from being required to

3 55 626.732, 626.731, and 626.221, F.S.

4 S.626.221, F.S. For three types of limited licenses, the gpplicant must take awritten examination (motor vehicle physical
damage and mechanica breskdown, industrid fire or burglary insurance, and crop hail and multiple-peril crop insurance), but
for the other 9x, the gpplicant is expresdy exempt from an examination (persona accident insurance, baggage and motor
vehicle excessliability insurance, credit life or disability insurance, credit insurance, credit property insurance, and in-transit
and storage persona property insurance.

® Inland marineinsurance isinsurance covering loss or damage to vessdls, aircraft, cars, aswell as goods, freight and al other
kinds of property in connection with all risks of navigation, transit, or transpartation.

® Intransit and storage personal property insurance covers only the insurance of personal property not held for resdle,
covering the risks of trangportation or storage in rented or leased motor vehicle, trailers, or saf-service storage facilities.
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obtain a separate license to offer or sall communications equipment property insurance or
communication eguipment inland marine insurance.

The term “ communications equipment” is defined to include handsets, pagers, persond digita
assstants, portable computers, automeatic answering devices, and other devices or accessories
used to originate or receive communications Sgnals or service, and includes services related to
the use of such devices, such as consumer access to awireless network. However, the bill
regtricts the definition of “communications equipment” to exclude telecommunication switching
equipment, transmission wires, cell Ste transcelver equipment, or other equipment and systems
used by telecommunications companies to provide telecommunications service to consumers.

Thehill provides that individuas gpplying for or holding alimited license for communication
equipment or communication equipment inland marine insurance must be subject to the same
gpplicable requirements and responsibilities as apply to generd lines agentsin generd.

Section 3. Amends s. 626.732, F.S, rdlating to knowledge, experience, or instruction
requirements, to exempt gpplicants for limited licenses for communication equipment property or
communication equipment inland marine insurance from having to complete specified

educationa courses or having to complete at least 1 year in responsible insurance duties.
Section 4. Provides the act will take effect upon becoming alaw.

Constitutional Issues:

A. Municipality/County Mandates Restrictions:

None.

B. Public Records/Open Meetings Issues:
None.

C. Trust Funds Restrictions:
None.

Economic Impact and Fiscal Note:
A. Tax/Fee Issues:

None.
B. Private Sector Impact:

Thereisaposshbility a consumer could purchase duplicate coverage if they buy the
communication equipment insurance under the bill and a manufacturer’ s warranty, or
purchase an extended service warranty, or have other forms of insurance that cover
certain perils covered under this expanded category of insurance. Insurers offering this
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VI.

VII.

VIII.

product would receive premium revenues from its sdle and retail establishments licensed
as agents to s this product would receive commissions from any sales.

Persons and businesses that wish to transact the type of insurance contemplated by the
bill would have to pay license and application fees to the Department of Insurance, if
such persons did not aready possess an in-trandit and storage persona property license.
Specificaly, an gpplicant for such alicense would have to pay a$50 filing feg, a$5
license fee, and the insurer would pay an appointment fee of $60.

C. Government Sector Impact:

According to officids with the Department of Insurance, the agency will receive some
revenue from licenaing limited lines agents and retail establishments who will market the

communication equipment products. However, the amount of such revenue will be
minimd.

Technical Deficiencies:
None.

Related Issues:

None.

Amendments:

None.

This Senate staff analysis does not reflect the intent or officia position of the bill’ s sponsor or the Horida Senate.




