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FIRST REGULAR SESSION

HOUSE BILL NO. 523

96TH GENERAL ASSEMBLY

INTRODUCED BY REPRESENTATIVE MOLENDORRP.
1529L.01l D. ADAM CRUMBLISS, Chief Clerk

AN ACT

To amend chapter 385, RSMo, by adding thereto eleven new sections relating to portable
electronics insurance, with penalty provisions.

Be it enacted by the General Assembly of the state of Missouri, as follows:

Section A. Chapter 385, RSMo, is amended by adding thereto eleven new sections, to
beknown as sections 385.500, 385.502, 385.504, 385.506, 385.508, 385.510, 385.512, 385.514,
385.516, 385.518, and 385.520, to read as follows:

385.500. Asused in sections 385.500 to 385.520, the following terms shall mean:

(1) "Covered customer", a customer who elects coverage under a portable
electronicsinsurance policy issued to a vendor of portable electronics;

(2) "Customer", a person who purchases portable electronics or services,

(3) "Director", thedirector of the department of insurance, financial institutions
and professional registration;

(4) "Portable electronics', electronic devices that are portable in nature, their
accessories, and servicesrelated to the use of the device;

(5) " Portable€electronicsinsurance’, insurance providing cover agefor therepair
or replacement of portable electronics which may cover portable electronics against any
one or more of the following causes of loss: loss, theft, mechanical failure, malfunction,
damage, or other applicable perils, but does not include:

(&) A service contract governed by sections 385.300 to 385.321,

(b) A policy of insurance covering a seller's or manufacturer's obligations under
awarranty; or

EXPLANATION — Matter enclosed in bold-faced brackets [thus] in the above bill isnot enacted and is intended
to be omitted from the law. Matter in bold-face typein the above bill is proposed language.
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(c) A homeowner's, renter's, privatepassenger automobile, commer cial multiperil,
or similar policy;

(6) " Portable electronicstransaction”:

(@) Thesaleor lease of portable electronics by a vendor to a customer;

(b) Thesaleof aservicerelated to the use of portable electronics by a vendor to a
customer;

(7) " Supervising agency", a business entity that isalicensed insurance producer;

(8 "Vendor", a person in the business of engaging in portable electronics
transactionsdirectly or indirectly.

385.502. No person or entity shall issue, sell, or offer for salein this state any
portableelectronicsinsuranceunlesssuch person or entity hascomplied with thelicensure
requirementsin sections 385.500 to 385.520.

385.504. 1. A sworn application for a license under sections 385.500 to 385.520
shall be made to and filed with the director on forms prescribed and furnished by the
director.

2. In addition to other information required by thedirector, the application shall:

(1) Providethe name, residence address, and other information required by the
director for an employeeor officer of thevendor that isdesignated by theapplicant asthe
person responsiblefor the vendor's compliance with the requir ements of sections 385.500
t0 385.520. However, if thevendor derives morethan fifty percent of itsrevenuefrom the
sale of portable electronicsinsurance, the information listed in this subdivision shall be
provided for all officers, director s, and shar eholder sof record having beneficial owner ship
of ten per cent or mor e of any classof securitiesregistered under thefederal securitieslaw;

(2) Appoint thedirector asthe applicant's attorney to receive service of all legal
processissued against it in any civil action or proceeding in this state and agreeing that
process so served shall bevalid and binding against theapplicant. Theappointment shall
be irrevocable, shall bind the company and any successor in interest as the assets or
liabilities of the applicant, and shall remain in effect as long as the applicant's license
remainsin forcein thisstate; and

(3) Thelocation of the applicant's home office.

3. Applicationsfor licensure under sections 385.500 to 385.520 shall be made by
vendorscurrently engaged in the offering or sale of portable electronicsinsurancewithin
ninety days of the application being made available to the director.

4. Initial licensesissued under sections385.500t0 385.520 shall bevalid for aperiod
of twenty-four months and expire on December thirty-first of therenewal year assigned
by the director.
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385.506. 1. A licenseissued under sections 385.500 to 385.520 shall authorize any
employeeor authorized representativeof thevendor tosell or offer coverageunder apolicy
of portable electronics insurance to a customer at each location at which the vendor
engages in portable electronics transactions.

2. In connection with avendor'sapplication for licensureand quarterly ther eafter,
thevendor shall providealist tothedirector of all locationsin thisstateat which it offers
cover age.

3. Notwithstanding any other provision of law, a licenseissued under this section
shall authorizethelicenseeand itsemployeesor authorized representativesto engageonly
in those activitiesthat are expressy permitted in this section.

385.508. 1. At every location where portable electronicsinsurance is offered to
customers, brochuresor other written material shall be made available to a prospective
customer which:

(1) Discloses that portable electronics insurance may provide a duplication of
coverage already provided by a customer's homeowner's insurance policy, renter's
insurance policy, or other source of coverage,

(2) Statethat the enrollment by the customer in a portable electronicsinsurance
program isnot required in order to purchase or lease portable electronicsor services,

(3) Summarizethe material termsof the insurance coverage, including:

(8) Theidentity of theinsurer;

(b) Theidentity of the supervising agency;

(c) Theamount of any applicable deductible and how it isto be paid;

(d) Benefitsof the coverage; and

(e) Keytermsand conditionsof cover age, such aswhether portableelectronicsmay
be repaired or replaced with similar make and model reconditioned or nonoriginal
manufacturer partsor equipment;

(49) Summarize the process for filing a claim, including a description of the
following:

(a) Anyrequirement toreturn portableelectronicsand themaximum feeapplicable
in the event the customer failsto comply with any equipment return requirements; and

(b) Proof of lossrequirements,

(5) Statethat the customer may cancel enrollment for coverage under a portable
electronicsinsurance policy at any time and receive arefund of any applicable premium.

2. Portable electronics insurance may be offered on a month-to-month or other
periodic basisasagroup or master commer cial inland marinepolicy issued to avendor of
portable electronics under which individual customers may elect to enroll for coverage.
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3. Eligibility and underwriting standards for customers electing to enroll in
cover age shall be established for each portable electronicsinsurance program.

385.510. 1. Theemployeesand authorized representatives of vendors may sell or
offer for sale portable electronics insurance to customers and shall not be subject to
licensure as an insurance producer under this chapter, provided that:

(1) Thevendor obtainsa licenseunder sections 385.500 to 385.520 to authorizeits
employees or authorized representatives to sell or offer portable electronics insurance
under this section;

(2) Theinsurer issuing the portable electronicsinsurance appoints a supervising
agency tosupervisetheadministration of theprogram, includingdevelopment of atraining
program for employees and authorized representatives of the vendors, and shall include
basic instruction about the portable electronics insurance offered to customers and the
disclosuresrequired under section 385.508; and

(3) No employee or authorized representative of a vendor of portable electronics
shall advertise, represent, or otherwise hold himself or herself out as a nonlimited lines
licensed insurance producer.

2. Thetraining required in subsection 1 of this section shall be delivered to all
employeesand authorized repr esentativesof thevendorswho sell or offer for saleportable
electronics insurance. The training may be provided in electronic form. However, if
conducted in an electronic form, the supervising agency shall implement a program of in-
per son training conducted by licensed employees of the supervising agency to supplement
the electronic training.

3. The charges for portable electronics insurance coverage may be billed and
collected by the vendor of portable electronics. Any chargeto the customer for coverage
that isnot included in the cost associated with thepurchaseor lease of portableelectronics
or related services shall be separately itemized on the customer's bill. 1f the charge for
cover ageisincluded in thecost associated with thepur chaseor leaseof portableelectronics
or related services, thevendor shall clearly and conspicuously disclosetothecustomer that
thechargefor theportableelectronicsor related servicesincludesthechargefor coverage.
Vendors billing and collecting such charges shall not be required to maintain such funds
in a segregated account, provided that thevendor isauthorized by theinsurer tohold such
fundsin an alternativemanner and remitssuch amountsto the supervising agency within
sixty days of receipt. All funds received by a vendor from a customer for the sale of
portable electronicsinsurance shall be considered funds held in trust by the vendor in a
fiduciary capacity for the benefit of theinsurer. Vendors may receive compensation for
billing and collection services.
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385.512. 1. The director may refuse to issue any license or renew any license
required by the provisions of sections 385.500 to 385.520 for one or any combination of
reasons stated in subsection 2 of this section. The director shall notify the applicant in
writing of the reasons for the refusal and shall advise the applicant of theright tofilea
complaint with the administrative hearing commission as provided in chapter 621.

2. Thedirector may cause a complaint to befiled with the administrative hearing
commission as provided in chapter 621 against the holder of any license required by
sections 385.500 to 385.520 or any entity which hasfailed to renew or hassurrendered a
license for any one or any combination of the following causes:

(1) Use of fraud, deception, misrepresentation, or bribery in securing a license
issued under sections 385.500 to 385.520;

(2) Impersonation of any entity holding alicense or allowing any person or entity
touseitslicense;

(3) Disciplinary action against the holder of alicense by another state, territory,
federal agency, or country upon groundsfor which revocation or suspension isauthorized
in this state;

(4) Issuance of alicense based upon a material mistake of fact;

(5) Incompetence, misconduct, gross negligence, fraud, misrepresentation, or
dishonesty in the performanceof thefunctionsor dutiesof the profession that isregulated
by sections 385.500 to 385.520;

(6) Violation of, or assisting or enabling any person to violate, any provision of
sections 385.500 to 385.520, or any lawful rule adopted under such sections;

(7) Useof any advertisement or solicitation that isfalse, miseading, or deceptive
to the general public or persons to whom the advertisement or solicitation is primarily
directed;

(80 Obtaining or attempting to obtain any fee, charge, tuition, or other
compensation by fraud, deception, or misrepresentation;

(9) Violation of any professional trust or confidence.

3. In addition to the actions specified in subsections 2 and 5 of this section and in
chapter 621, if avendor of portableelectronicsor itsemployeeor authorized representative
violates any provision of this section, the director may do any of the following:

(1) After notice and hearing, impose fines not to exceed five hundred dollars per
violation or fivethousand dollarsin the aggregate for such conduct;

(2) After notice and hearing, impose other penalties that the director deems
necessary and reasonable to carry out the purpose of sections 385.500 to 385.520,
including:
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(a) Suspending the privilege of transacting portable electronics insurance under
this section at specific business locations wher e violations have occurred; and

(b) Suspending or revoking the ability of individual employees or authorized
representativesto act under thelicense.

4. Any person, organization, association, or corporation who reportsor provides
information tothedirector under sections385.500t0 385.520 and who doesso in good faith
shall not be subject to an action for civil damages asa result thereof.

5. After thefiling of acomplaint under subsection 2 of thissection, the proceedings
shall be conducted in accor dancewith chapter 621. Upon afinding by theadministrative
hearing commission that the grounds provided in subsection 2 of this section for
disciplinary action are met, the director may, singly or in combination, censure or place
the entity named in the complaint on probation on such terms and conditions as the
director deems appropriate for a period not to exceed five years, or may suspend for a
period not toexceed threeyears, or revokethelicenseof theentity. An entity whoselicense
has been revoked shall wait oneyear from the date of revocation to apply for relicensure.
Relicensureshall beat thediscretion of thedirector after compliancewith all requirements
of sections 385.500 to 385.520 relativeto the licensing of an applicant for thefirst time.

6. Thedirector shall maintain an information file containing each complaint filed
with thedirector relatingto a holder of alicense.

385.514. Notwithstanding any other provision of law:

(1) Aninsurer may terminate or otherwise change the terms and conditions of a
policy of portableelectronicsinsuranceonly upon providingthepolicyholder and enrolled
customerswith at least thirty days notice;

(2) If theinsurer changes the terms and conditions, theinsurer shall provide the
vendor policyholder with arevised policy or endor sement and each enr olled customer with
arevised certificate, endor sement, updated brochure, or other evidenceindicatingachange
in thetermsand conditions has occurred and a summary of material changes;

(3) Notwithstanding subdivision (1) of this section, an insurer may terminate an
enrolled customer'senrollment under a portableelectronicsinsurance policy upon fifteen
days noticefor discovery of fraud or material misrepresentation in obtaining coverageor
in the presentation of a claim thereunder;

(4) Notwithstanding subdivision (1) of this section, an insurer may immediately
terminatean enrolled customer'senrollment under aportableelectr onicsinsurancepolicy:

(@) For nonpayment of premium;

(b) If the enrolled customer ceases to have an active service with the vendor of
portable electronics; or
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(c) If an enrolled customer exhausts the aggregate limit of liability, if any, under
the terms of the portable electronics insurance policy and the insurer sends notice of
termination to the customer within thirty calendar days after exhaustion of the limit.
However, if the notice is not timely sent, enrollment shall continue notwithstanding the
aggregate limit of liability until the insurer sends notice of termination to the enrolled
customer;

(5) Whereaportableelectronicsinsurance policy isterminated by a policyholder,
thepolicyholder shall mail or deliver written noticeto each enrolled customer advisingthe
customer of thetermination of thepolicy and theeffectivedateof termination. Thewritten
notice shall be mailed or delivered to the customer at least thirty days prior to the
termination;

(6) Whenever noticeisrequired under thissection, it shall bein writing and may
bemailed or delivered tothevendor of portableelectronicsat thevendor'smailingaddr ess
and to its affected enrolled customers last known mailing addresses on file with the
insurer. If noticeismailed, theinsurer or vendor of portable electronics, asthe case may
be, shall maintain proof of mailing in a form authorized or accepted by the U.S. Postal
Service or other commercial mail delivery service. Alternatively, an insurer or vendor
policyholder may comply with any noticerequired by this section by providing electronic
notice to a vendor or its affected enrolled customers, as the case may be, by electronic
means. If notice is accomplished through electronic means, the insurer or vendor of
portable electronics, as the case may be, shall maintain proof that the notice was sent.

385.516. Thedirector shall set out by ruletheamount of feeswhich sections385.500
to 385.520 authorize. Thefeesshall be set at a level to produce revenue which shall not
substantially exceed the cost and expense of administering sections 385.500 to 385.520.

385.518. 1. Thereishereby created in thestatetreasury the" Portable Electronics
InsuranceFund” , which shall consist of money collected under sections385.500t0 385.520.
Thestatetreasurer shall becustodian of thefund. In accordancewith sections30.170 and
30.180, thestatetreasur er may approvedisbursements. Thefund shall beadedicated fund
and, upon appropriation, money in thefund shall be used solely for theadministration of
sections 385.500 to 385.520.

2. Notwithstanding the provisions of section 33.080 to the contrary, moneysin the
fund shall not betransferred and placed to thecredit of thegeneral revenuefund until the
amount in thefund at theend of the biennium exceedsthreetimestheappropriation from
the fund for the preceding fiscal year. The amount, if any, in the fund which shall lapse
isthat amount in the fund which exceedsthe appropriate multiple of the appropriations
from the fund for the preceding fiscal year.
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3. Thestatetreasurer shall invest moneysin thefund in the same manner asother
fundsareinvested. Any interest and moneysear ned on such investmentsshall becredited
to thefund.

385.520. 1. Thedirector may promulgate rules to implement the provisions of
sections 385.500 to 385.520. Any rule or portion of a rule, as that term is defined in
section 536.010, that iscreated under theauthor ity delegated in sections385.500t0 385.520
shall become effective only if it complies with and is subject to all of the provisions of
chapter 536 and, if applicable, section 536.028. Sections 385.500 to 385.520 and chapter
536 arenonseverable and if any of the power svested with the general assembly pur suant
to chapter 536 to review, to delay the effective date, or to disapproveand annul aruleare
subsequently held unconstitutional, then the grant of rulemaking authority and any rule
proposed or adopted after the effective date of this section shall beinvalid and void.

2. Theprovisions of sections 385.500 to 385.520 shall become effective January 1,
2012.
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