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Brief Description: Addressing specialty producer licenses.

Sponsors: Representatives Kirby and Bailey.

Brief Summary of Bill

* Makes a number of changes to the regulatory framework for communications
equipment insurance.

* Changes communication equipment to portable electronics.

* Changes standards for cancellation, nonrenewal, and changes in coverage.

Hearing Date: 1/24/12
Staff: Jon Hedegard (786-7127).

Background:

Communications Equipment Insurance.
A retailer or "vendor" must be licensed by the Office of the Insurance Commissioner (OIC) as a

specialty producer if the vendor wants to offer or sell insurance products related to
communications equipment. "Communications equipment" includes cell phones, pagers,
portable computers, and myriad other devices designed to originate or receive communications
signals. A specialty producer license allows the vendor and the employees or authorized
representatives of the vendor to sell or offer insurance related to the communications equipment.
Before a license may be issued to a vendor, the vendor must be appointed as the agent of an
authorized insurer. The vendor must aftiliate with a licensed insurance agent who must supervise
a training program for the vendor's employees. A vendor selling the communications equipment
insurance must provide prospective customers with written materials disclosing the terms of the
insurance.

The OIC may adopt rules regarding specialty producers including, but not limited to, rules
regarding:
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* the specialty producer license application process;

* the standards for approval and the required content of written materials;

* the approval and required content of training materials;

* license fees;

* requirements for the remittance of premium funds to the supervising agent under
authority from the program insurer; and

* the applicability of other provisions of the Insurance Code.

Cancellation, Nonrenewal, Changes in Terms.

There are notice standards for the cancellation of property and casualty policies. Generally, an
insurer must provide written notice 45 days before the effective cancellation or nonrenewal.
Cancellation due to nonpayment of premiums requires notice of 10 days. Generally, an insurer
may not change the terms of a contract unless the change is filed with and approved by the
Insurance Commissioner (Commissioner).

Summary of Bill:

The definition of communications equipment is replaced by "portable electronics." Portable
electronics is defined as "personal, self-contained, easily carried by an individual, battery-
operated electronic communication, viewing, listening, recording, gaming, computing or global
positioning devices, including cell or satellite phones, pagers, personal global positioning
satellite units, portable computers, portable audio listening, video viewing or recording devices,
digital cameras, video camcorders, portable gaming systems, docking stations, automatic
answering devices, and other similar devices and their accessories, and service related to the use
of such devices."

Standards for an application for a specialty producer license are established. The application
must include:

* the name, residence address, and other information required by the Commissioner.
Information must be provided for all of the vendor's officers, directors, and shareholders
of record having beneficial ownership of ten percent or more of any class of securities
registered under federal securities law if the vendor derives more than 50 percent of its
revenue from the sale of portable electronics insurance;

* the location of the applicant's home office; and

* the required written disclosure materials.

Record-keeping.
A supervising entity must:
* maintain a registry of a vendor's locations in this state that are authorized to sell or solicit
portable electronics insurance coverage; and
* provide the registry to the commissioner within ten days of a request.

Vendors.

An employee or authorized representative of a vendor may sell or offer portable electronics
insurance to the vendor's customers without being individually licensed as an insurance producer
if the vendor is licensed and is acting in compliance with the law and any OIC rules.

House Bill Analysis -2- HB 2457



Any charge to the enrolled customer for coverage that is not included in the cost associated with
the purchase or lease of portable electronics or related services must be separately itemized on
the enrolled customer's bill.

If portable electronics insurance coverage is included with the purchase or lease of portable
electronics or related services, the vendor must clearly and conspicuously disclose to the enrolled
customer that the coverage is included with the portable electronics or related services.

Vendors may receive compensation for billing and collection services.
Cancellation, Nonrenewal and Policy Changes.

The cancellation provisions and the nonrenewal provisions that general apply to property and
casualty policies do not apply to portable electronics insurance policies.

An insurer may terminate or otherwise change the terms and conditions of a policy of portable
electronics insurance after notice:
* of at least 30 days for the policyholder and enrolled customers; or
* of 15 days after discovery of fraud or material misrepresentation in obtaining coverage or
in the presentation of a claim.

An insurer may immediately terminate an enrolled customer's enrollment under a portable
electronics insurance policy:
* for nonpayment of premium,
* if the enrolled customer ceases to have an active service with the vendor of portable
electronics; or
* if an enrolled customer exhausts an aggregate limit of liability under the terms of the
portable electronics insurance policy and the insurer sends notice of termination to the
enrolled customer within 30 calendar days after exhaustion of the limit. If notice is not
timely, the enrollment continues until the insurer sends notice of termination to the
enrolled customer.

If an insurer changes the terms and conditions, then the insurer must provide the vendor
policyholder with a revised policy or endorsement and each enrolled customer with:
* arevised certificate, endorsement, updated brochure, or other evidence indicating a
change in the terms and conditions has occurred; and
* asummary of material changes.

When a portable electronics insurance policy is terminated by a policyholder, the policyholder
must provide written notice to each enrolled customer advising the enrolled customer of the
termination of the policy and the effective date of termination. The notice must be mailed or
delivered to the enrolled customer at least 30 days prior to the termination. A notice and
correspondence may be sent either by mail or by electronic means. If the notice or
correspondence is mailed, it must be sent to the vendor of portable electronics at the vendor's
mailing address specified for that purpose and to its affected enrolled customers' last known
mailing addresses. The insurer or vendor of portable electronics, as the case may be, must
maintain proof of mailing.
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An enrolled customer consents to receive notices and correspondence by electronic mail if the
customer provides an electronic mail address. An insurer or vendor of portable electronics must
maintain proof that the notice or correspondence was sent. If a notice or correspondence is sent
by electronic means, it must be sent to the vendor of portable electronics at the vendor's
electronic mail address and to its affected enrolled customers' last known electronic mail address.

Appropriation: None.
Fiscal Note: Requested on January 16, 2012.

Effective Date: The bill takes effect 90 days after adjournment of the session in which the bill is
passed.
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