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l. Summary:

The Insurance Code provides for limited licenses under which persons are authorized to sdll only
aparticular kind of insurance under specific circumstances. In some cases, alimited license may
be issued to a business entity rather than an individua, such as a finance company or automobile
dedership, however, each branch office of that entity must aso be separately licensed to sdll the
insurance. One such limited license category is credit life or disability insurance which provides
coverage for the credit holder’ s debt in case of death or disability. Other limited lines of

insurance include credit insurance, which insures againgt loss or damage resulting from the
failure of the debtor to pay his or her obligation to a creditor, and credit property insurance
which insures againgt loss or damage to the persond property used as collatera for securing a
loan or the persond property purchased under an instalment sales agreement.

Committee Subdtitute for Senate Bill 938 authorizes the issuance of credit life and disability
licensesto lending or financid inditutions (e.g., state or federd banks, associations, savings
banks, or credit unions) and provides that such licensees may aso sdll credit insurance and credit
property insurance. The bill provides that officers of the entity (sole proprietor, mgjority owner,
partners, officers or directors) applying for credit life or disability licensure with the Department
of Insurance do not have to submit fingerprints with an application, if such entity is regulated by
certain date or federa agencies.

Thehill dso providesthat if credit life insuranceis solicited or consummated via telephone, the
creditor or agent must provide written disclosures to the borrower within 30 days from the date
the coverage takes effect. Further, the borrower must be notified that he or she has 30 days from
the date the disclosures are received to rescind the insurance coverage.
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The bill amends the following sections of the Florida Statutes: 626.321 and 627.679.
Present Situation:

Under current law, the Departmernt of Insurance is authorized to issue to aqudified individua or
entity alimited license to transact a particular class of insurance (s. 626.321, F.S.). Such limited
lines agents are subject to background investigations, including fingerprinting, when they apply
for ther license, but are not required to take a licensure examination or take continuing education
courses to maintain their limited license. Limited lines agents may not hold alicense as an agent
asto any other or additiona kind or class of insurance coverage.

One particular class of limited linesinsuranceis credit life or disability insurance which
provides coverage for the credit holder’ s debt in case of death or disability. For example, if a
person buys a car and finances it, the lender may offer the individud credit life insurance which
would pay off the automobile should the borrower die. Other limited lines of insurance include
credit property insurance in which persond property is used as collaterd for securing aloan or
on persona property purchased under an installment sales agreement, and credit insurance
which covers againg loss or damage to the property resulting from the failure of the debtor to
pay hisor her obligation to a creditor.

Anindividud holding alimited license covering credit life or disability insurance must be
employed by alife or hedth insurer as an officer or other sdaried or commissioned
representative, or employed by or associated with alending or financid indtitution or creditor,
and may sdll such insurance only with respect to borrowers or debtors of such lending or
financid indtitution or creditor.

A limited lines license may a0 be issued to a busness entity, such as afinance company or an
auto dedership, however, each branch office of that entity must be separately licensed. Under the
current systemn, a business entity submits a license application to the department, pays a fee of
$55, and receivesits license. The branch location of that entity must complete an abbreviated one
page gpplication, pay a$5 fee and, in turn, receivesits license which must be posted at each
office location. Presently, only individuas employed by or associated with alending or financid
indtitution may be licensed to sdll credit life or disability insurance. Thelending or financid
indtitution (e.g., entitieswhich are date or federd banks, associations, savings banks, or credit
unions) may not be licensed to sal such insurance.

Currently, financid inditutions such as banks are issuing what are termed “ debt
cancellation/deferment agreements’ which are not deemed insurance and are not subject to sate
insurance regulation. These types of contracts are between the borrower and creditor that cancel
or suspend a debt because of events such as death, unemployment, or disability. According to
proponents of this bill, the financid indtitutions who offer these debt or deferment agreements
have a compstitive advantage over entities offering traditiona credit insurance because such
finandd inditutions are not burdened by state regulation.

Section 627.679, F.S., specifies disclosure criteriafor the sde of credit life insurance which
requires the creditor agent to obtain a separate written acknowledgment with respect to the
following disclosures: 1) the borrower understands that he or she has the option of assgning
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other policies they may own to cover such loan and that the policy need not be purchased from
the creditor agent in order to obtain the loan; 2) the borrower understands that the credit life
coverage may be deferred if the borrower is unable to be employed or meet other criteria, if the
insurance policy contains certain regtrictions, and, 3) the borrower understands that the benefits
under the policy will end when the borrower reaches a certain age. Currently, creditor agents can
not comply with these disclosures when they sl such insurance to consumers over the
telephone.

Another disclosure provision under s. 626.9551(2)(a), F.S., requires that persons offering the sde
of insurance at the time of or in connection with an extension of credit, sde, or lease of goods or
services, mug disclose in writing that the choice of an insurance provider will not affect the
decision regarding the extension of said credit, sale or lease, except that reasonable requirements
may be imposed. These requirements pertain to coercion prohibitions which apply to the lending
of money, credit, or the sale of insurance. This disclosure provision gpplies to credit insurance

and credit property insurance, but not credit life and disability insurance.

Under the provision of s. 655.005, F.S,, afinancid ingtitution means a ate or federd
association, bank, savings bank, trust company, international bank agency, or credit union.

[I. Effect of Proposed Changes:

Section 1. Amendss. 626.321, F.S,, rdating to limited licenses, to provide that a credit life
or disability insurance license may beissued to alending or financid indtitution. It provides that

an entity, holding a credit life or disability insurance license, may aso be authorized to sdll credit
insurance. (The statute currently alows credit life or disability license holdersto sell credit
property insurance.) The bill further authorizes that officers of an entity (sole proprietor, mgority
owner, partners, officers or directors) gpplying for credit life or disability licensure with the
Department of Insurance are not required to submit fingerprints with an gpplication, if the entity

is regulated by certain dtate or federal agencies (Department of Banking and Finance, Office of
the Compitroller of the Currency, the Office of Thrift Supervison, or the Securities and Exchange
Commission.)

Section 2. Amends s. 627.679, F.S.,, relative to disclosures and acknowledgments for credit
life insurance, to provide that in lieu of the required written acknowledgments in this section and
ins. 626.9551(2)(a), F.S,, if the sde of credit life insurance is solicited or consummated
telephonically, the creditor or agent must provide the written disclosures to the borrower within

30 days from the date the coverage takes effect. In turn, the borrower must be notified that he or
she has 30 days from the date the disclosures are received to rescind the insurance coverage.
Section 626.9551(2)(a), F.S., providesthat persons offering insurance & the time of the
extengon of credit must disclose in writing that the choice of an insurance provider will not

affect the decision to extend credit.

The effect of the bill dlows financid entities to be licensed to sdl credit life and disability
insurance and thus be alowed to sdll credit insurance and credit property insurance. The bill also
provides disclosures and rescission rights to consumers when credit life insurance is solicited via
the telephone.
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Section 3. Provides for the act to take effect July 1, 2001.
V. Constitutional Issues:

A. Municipality/County Mandates Restrictions:

None.

B. Public Records/Open Meetings Issues:

None.

C. Trust Funds Restrictions:
None.

V. Economic Impact and Fiscal Note:

A. Tax/Fee Issues:

None.

B. Private Sector Impact:

Lending and financid ingtitutions would benefit because they could now sdl credit life or
disability insurance as well as credit insurance and credit property insurance to consumers.
Additiondly, companies offering credit life or disability insurance, credit insurance and
credit property insurance would no longer be required to obtain fingerprints from their
officers during the licensure process if such entities are regulated by certain sate or federa
agencies. Finance and lending inditutions will further benefit because now the various types
of credit insurance can be sold via the telephone with the required disclosures provided to
consumers.

Consumers will benefit because they will be provided written disclosures and have the right
to rescind the insurance coverage should they purchase such insurance by telephone.
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VI.

VII.

VIII.

C. Government Sector Impact:

The Department of Insurance officids have concerns about deleting the requirement to
obtain fingerprints of officers employed by entities selling the types of credit insurance
provided for under the bill. According to representatives with the department, there appears
to be no rationdle to relax the fingerprinting requirements just for financid or lending
inditutions when there are no Smilar provisons for any other type of limited lineslicensee.
The department has a number of ongoing investigations as to the sde of such insurance and
believes fingerprinting officers of entities selling such insurance will ad in doing amore
complete background check of such individuas.

Representatives with the department estimate a $5,000 reduction in annua revenue from the
loss of fees associated with credit insurance which would no longer be paid to the
department under the hill.

Technical Deficiencies:
None.

Related Issues:

None.

Amendments:

None.

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




