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1

2 An act relating to warranty associ ati ons;

3 anmending s. 634.031, F.S.; exenpting certain

4 Iicensed notor vehicle service agreenent

5 conpany affiliates from application of notor

6 vehicl e service agreenent requirenments under

7 certain circunstances; providing criteria and
8 requi renents for the exenption; providing a

9 ci rcunstance for denying the exenption and

10 subjecting the affiliate to such requirenents;
11 providing certain liability; creating s.

12 634.042, F.S.; prohibiting a notor vehicle

13 servi ce agreenment conpany frominvesting or

14 | endi ng conmpany funds for specified purposes;
15 anending s. 634.301, F.S.; revising a

16 definition of "home warranty" to specify

17 nonapplication to certain contracts or

18 agreenents; creating s. 634.3076, F.S.

19 prohi biting a home warranty association from
20 i nvesting or |ending association funds for
21 speci fied purposes; anmending s. 634.3077, F.S.
22 speci fying an additional requirenment for
23 contractual liability insurance purchased by a
24 home warranty association; anending s. 634.312
25 F.S; revising a prohibition against the Ofice
26 of Insurance Regul ati on for nonapproval of
27 certain forns; specifying cancellation
28 requi renents for hone warranty contracts;
29 provi ding return of prem umrequirenents;
30 authorizing an administrative fee; specifying
31 refund amounts for a hone warranty under
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certain circunstances; anending s. 634. 336,
F.S.; removing cancellation practices fromthe
provi sions that constitute unfair nethods of
conpetition and unfair or deceptive acts or
practices; creating s. 634.4062, F.S.
prohibiting a service warranty association from
i nvesting or |ending association funds for

speci fied purposes; repealing s. 634.345, F.S.
relating to a buyer's right to cancel a hone

warranty; providing an effective date.

Be It Enacted by the Legislature of the State of Florida:

Section 1. Subsection (6) is added to section 634.031
Florida Statutes, to read
634.031 License required.--

(6) Any person that is an affiliate of a |icensed

nmot or_vehicle service agreenent conpany which is donmiciled in

this state and which uses contractual liability insurance to

qualify with the requirenents of s. 634.041 is exenpt from

application of this part if the person does not issue, narket,

or _cause to be marketed nptor vehicle service agreenents to

residents of this state and does not adm nister notor vehicle

service agreenents that were originally issued to residents of

this state. Any affiliated person operating fromthis state

under this subsection nust use a |licensed notor vehicle

service agreenent conpany to adnminister all service agreenents

i ssued by such person in other states. If the office

determ nes, after notice and opportunity for hearing in

accordance with s. 120.569, that a person's intentiona

busi ness practices do not conply with any part of the
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exenption requirenents of this subsection, the person shall be

subject to this part. The nptor vehicle service agreenent

conpany shall be liable for all acts of and responsible for

all violations of this part by an affiliated person operating

fromthis state.

Section 2. Section 634.042, Florida Statutes, is

created to read

634.042 Prohibited investments and | oans.--A nptor

vehicle service agreenent conpany shall not directly or

indirectly invest in or lend its funds upon the security of

any note or other evidence of indebtedness of any director

officer, or controlling stockholder of the notor vehicle

servi ce agreenent conpany. This prohibition applies only to

investnments and loans initially reported on nmotor vehicle

service agreenent financial statements after the third

quarterly statement for 2006.

Section 3. Subsection (3) of section 634.301, Florida

Statutes, is anended to read:

634.301 Definitions.--As used in this part, the term

(3) "Home warranty" or "warranty" nmeans any contract
or agreenent:

(a) Ofered in connection with the sale of residentia
property;

(b) Ofered in connection with a | oan of $5,000 or
nore which is secured by residential property that is the
subj ect of the warranty, but not in connection with the sale
of such property; or

(c) Ofered in connection with a home inprovenent of
$7,500 or nore for residential property that is the subject of

the warranty, but not in connection with the sale of such

property;
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whereby a person undertakes to indemify the warranty hol der
agai nst the cost of repair or replacenent, or actually

furni shes repair or replacenent, of any structural conponent
or appliance of a hone, necessitated by wear and tear or an

i nherent defect of any such structural conponent or appliance
or necessitated by the failure of an inspection to detect the
i kelihood of any such | oss. However, this part does not
prohibit the giving of usual performance guarantees by either
the buil der of a hone or the manufacturer or seller of an
appliance, as long as no identifiable charge is nmade for such
guarantee. This part does not permt the provision of

i ndemni fi cati on agai nst consequenti al danages arising fromthe
failure of any structural conmponent or appliance of a hone,
whi ch practice constitutes the transaction of insurance
subject to all requirenents of the insurance code. This part
does not apply to service contracts entered into between
consuners and nonprofit organi zations or cooperatives the
menbers of which consist of condom ni um associ ati ons and
condomi ni um owners and whi ch performrepairs and nai nt enance
for appliances or nmintenance of the residential property.

This part does not apply to a contract or agreenent offered in

connection with a sale of residential property by a warranty

association in conpliance with part |11, provided such

contract or agreenent only relates to the systens and

appliances of the covered residential property and does not

cover any structural conponent of the residential property.

Section 4. Section 634.3076, Florida Statutes, is

created to read

634.3076 Prohibited investnents and | oans.--A hone

warranty association shall not directly or indirectly invest
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in or lend its funds upon the security of any note or other

evi dence of indebtedness of any director, officer, or

controlling stockholder of the hone warranty association. This

prohibition applies only to investnents and loans initially

reported on a hone warranty association's financial statements

after the third quarterly statement for 2006.

Section 5. Paragraph (d) is added to subsection (3) of
section 634.3077, Florida Statutes, to read:

634. 3077 Financial requirenents.--

(3) An association shall not be required to set up an
unearned premiumreserve if it has purchased contractua
liability insurance which denonstrates to the satisfaction of
the office that 100 percent of its claimexposure is covered
by such i nsurance. Such contractual liability insurance shal
be obtained froman insurer that holds a certificate of
authority to do business within the state or froman insurer
approved by the office as financially capable of neeting the
obligations incurred pursuant to the policy. For purposes of
this subsection, the contractual liability policy shal
contain the foll owi ng provisions:

(d) The contractual liability insurance policy shal

insure all hone warranty contracts that were issued while the

policy was in effect whether or not the prem um has been

remitted to the insurer

Section 6. Subsection (3) of section 634.312, Florida

Statutes, is anmended, and subsection (8) is added to that
section, to read

634.312 Filing_~ approval of forms.--

(3) The office shall not approve any such form that

i nposes whi-ch—atH-eows—for—rpre—tharhRine—annrdal—renewals—or
. o :

5

CODI NG Wbrds strieken are del etions; words underlined are additions.




© 00 N O 0o b~ W N B

W W NN NNMNDNDRNNNRNNDNRR R R B R B R B R
P O © ® N O U A W N RP O © ® N O 00 » W N B O

ENRCLLED
2006 Legi sl ature CS for SB 1620, 1st Engrossed

exceeds—thethen—ecurrent—ecost—fornew warranty——contracts—or

rpoese a fee for inspection of the prem ses.

(8) FEach hone warranty contract shall contain a

cancel l ation provision. Any hone warranty agreenent nmy be

cancel ed by the purchaser within 10 days after purchase. The

refund nust be 100 percent of the gross prem um paid, |ess any

clainms paid on the agreenent. A reasonable adm nistrative fee

may be charged, not to exceed 5 percent of the gross prem um

paid by the warranty agreenent holder. After the hone warranty

agreenent _has been in effect for 10 days, if the contract is

canceled by the warranty holder, a return of prem um shall be

based upon 90 percent of unearned pro rata premi um/| ess any

clainms _that have been paid. |If the contract is canceled by the

association for any reason other than for fraud or

nm srepresentation, a return of premiumshall be based upon 100

percent of unearned pro rata prem um

Section 7. Subsection (8) of section 634.336, Florida

Statutes, is anended to read:

634.336 Unfair nethods of conpetition and unfair or
deceptive acts or practices defined.--The follow ng nethods,
acts, or practices are defined as unfair nethods of
conpetition and unfair or deceptive acts or practices:

(8) COERCION OF DEBTORS. --When a home warranty is sold
as authorized by s. 634.301(3)(b):

(a) Requiring, as a condition precedent or condition
subsequent to the | ending of the npbney or the extension of the
credit or any renewal thereof, that the person to whom such
credit is extended purchase a hone warranty; or

(b) Failing to provide the advice required by s.

634. 344, —er
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1 te—FatH-ngteo—ecomply—withthe prowvisiens—ef—s—
2| 634345
3 Section 8. Section 634.4062, Florida Statutes, is
4| created to read
5 634.4062 Prohibited investnents and | oans.--A service
6| warranty association shall not directly or indirectly invest
7| in or lend its funds upon the security of any note or other
8| evidence of indebtedness of any director, officer, or
9| controlling stockholder of the service warranty association
10| This prohibition applies only to investments and | oans
11| initially reported on a service warranty association's
12| financial statenents after the third quarterly statement for
13| 2006.
14 Section 9. Section 634.345, Florida Statutes, is
15| repeal ed.
16 Section 10. This act shall take effect July 1, 2006
17
18
19
20
21
22
23
24
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26
27
28
29
30
31
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