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THE SENATE 3020
TWENTY-FOURTH LEGISLATURE, 2008 S B N O S.D.1
STATE OF HAWAII ) * )

A BILL FOR AN ACT

RELATING TO ACTIVITIES REGULATED BY THE INSURANCE COMMISSIONER.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII:
SECTION 1. Section 431:7-101, Hawaii Revised Statutes, is
amended to read as follows:
"§431:7-101 Fees. (a) The commissioner shall collect in
advance the following fees:
{1} Certificate of authority: Issuance . . . . . . .5900
{2) Organization of domesgtic insurers and affiliated
corporations:
{A} Application and all other papers required
for issuance of solicitation permit,
filing . . . . . . . . . . . . < . . . . . 81,800
(B} Issuance of sclicitation permit . . . . . 150

(3} Producer's license:

{A) Isguance, regular license . . . . . . . . . 850
(B} Issuance, temporary license . . . . . . . . 850
{4) Nonresident producer's license: Issuance . . . . §75
{5) Independent adjuster’'s license: Issuance . . . , 8§78
{(6) Public adjuster's license: Issuance . . . . . . . 575
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(14)

(16)

S.B. NO.

Workers' compensation claim adjuster's limited.

license: Issuance .

Independent bill reviewer's license:
Issuance .

Limited producer's license: Issuance .
Managing general agent's license:
Tssuance .

Reinsurance intermediary's license:

Issuance .

Surplus lines broker's license: Issuance .

Service contract provider's registration:

Issuance .

Approved course provider certificate:
Issuance .

Approved continuing education course
certificate: Issuance

Vehicle protection product warrantor's
registration: Issuance .

Criminal history record check

3020
S.D. 1

§75

580

$60

575

375

L5150

§75

L5100

$30

575

$20

Limited line motor vehicle rental company producer's

license: Issuance .

$1,000
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{19)

(b)

Examinaticn for license;

S.B. NO. so-

For each examination, a fee

to be established by the commissioner.

The fees for serviceg of the department of commerce

and consumer affairs subseqguent to the issuance of a certificate

of authority, license,

{1}

(2)

{3}

(4)

(5)

(6)

2008-1536
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or

other certificate are as follows:

5600 per year for all services (including extension of

the certificate of authority) for an authorized

insurer;

550 per year
the license}
575 per year
the license)}
producer;

$4%5 per year
the license)
adjuster;

$4% per vear
the license)
$45 per year

rhe license)

for

for

for

for

for

for

for

for

for

for

all services {including extension of
a regularly licensed producer;
all services {including extension of

a regularly licensed nonresident

all services (including extension of

a regularly licensed independent

all services (including extension of
a regularly licensed public adjuster;
all services {including extension of

a workers' compensation claims

adjuster's limited license;

SB3020 SD1 SMA

DR




10

i

12

i3

i4

16

17

18

19

20

Page 4

{9)

(10)

(13)

{14)

2008-1
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560 per year for
the license) for
reviewer;

$45 per vear for
the license] for
575 per year for
the license) for
agent ;

§75 per year for
the license) for
intermediary;
$45 per vear for
the license) for
375 per year for
registration)
$65 per vear for
the certificate)
820
the

certificate}

Ccourse;

per year for all

3020
8.0 1

S.B. NO.

all services (including extension of
a regularly licensed independent bill
all services {including extension of
a producer's limited license;

all services (including extension of
a regularly licensed managing general
all services (including extension of
a regularly licensed reinsurance

all services (including extension of
a licensed surplus lines broker;

all services (including renewal of

for a service contract provider;

all services (including extension of

for an approved course provider;
services (including extension of

for an approved continuing education

SB3020 8D1 SMA.doc
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(15} 875 per year for all services {including renewal of
registration) for a vehicle protection product
warrantor;

(16} $20 for a criminal history record check; and

{(17) $600 per yvear for all services (including extension cf
the license) for a regularly licensed limited line
motor vehicle rental company producer.

The gervices referred to in paragraphs {1) to (17} shall
not include services in connection with examinations,
investigations, hearings, appeals, and deposits with a
depository other than the department of commerce and consumer
affairs.

{¢) The commissioner shall notify the heolder of a
certificate of authority issued under article 3 by written
notice at least thirty days prior to the extension date of the
certificate of authority, license, or other certificate. If the
fee is not paid before or on the extension date, the fee ghall
be increased by a penalty in the amount of fifty per cent of the
fee. 1If the fee and the penalty are not paid within the thirty
days immediately following the extension date, the commissioner
mayv revoke, suspend, or inactivate the certificate of authority,

license, or other certificate, and shall not reissue, remove the

2008-1536 SB3020 S8SD1 SMA.doc
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suspension of, or reactivate the certificate of authority,
license, cor other certificate until the fee and penalty have
been paid.

(d) Failure to pay the fee before or on the extension date
for a license or other certificate issued under article 8, 2

[ex], 9A, 9B, or SC shall cause the automatic inactivation of

the license or certificate effective as of the extension date,

{e) PFailure of a vehicle protection product warranbtor or a

gervice contract provider to make timely payment of the annual

renewal of registration fee under chapter 481R or 481X shall

result in automatic inactivation ¢of the registration of the

vehicle protection product warrantory or service contract

provider.

[4e)] {f) All fees and penalties shall be deposited to the
credit of the compliance resolution fund."”

SECTION 2. Section 431:%A-124, Hawail Reviged Btatutes, 1g
amended by amending subsection (b) to read as follows:

"{(p) The reguired number of credit hours shall be as
tollows:

(1) For a licensee authorized to sell lines of insurance

in only one of the feollowing groups:

(A} Life or accident and health or sickness; or

SB3020 SD1 SMA.doc
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S.B. NO. <o

(B} Property, marine and transportation, vehicle,
general casualty, or surety;
the reguisite number of credit hours shall be [&wenty]

twenty-four credit hours, including twenty-one credit

hours relating to the line of authority for which the
license is held, [4meluding] and three credit hours
relating to [Ehe-insuranecs—laws--and-the—idrsurance

yutess+] ethics training;

For a licensgee with a license to gell linesg of
insurance in both groups in paragraph (1), the total
requisite number of c¢redit hours shall be [shiwsy]

twenty~-four credit hours, [ef—whieh+] including:

{A) [*wedtwe] Ten credit hours [shall-xrelate] relating

to paragraph (1) (4A) [ef-whieh-Ewo-heours—shall

(B) [Bighteen] Eleven credit hours [shedi—relate]

relating to paragraph (1) {B) [ef—whiechtwo-hours
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(C} Three credit hours relating to ethics training.

For purposes of thig section, ethics training

shall include, but shall not be limited teo, the

study of fiduciary responsgibility, commingling of

funds, payment and acceptance of commissions,

unfair claims practices, policy replacement

congiderationg, and conflicts of interest.”

SECTION 3. Section 481R-4, Hawaiil Revised Statuteg, is
amended to read as follows:

"[£18§481R-4{}] Registration regquirements. (a) BRefore
conducting business in this State or issuing any warranty, a
warrantor shall register with the commissioner on a form
prescribed by the commissicner, and shall pay to the
commigsioner a fee as provided under section 431:7-101. A
pergon who sells or solicits a vehicle protection product, but
who 1s not a warrantor, shall not be required to register with
the commissioner as a warrantor.

(b} Warrantor registration records shall be updated

annually or within thirty dayse of any change, whichever occurs

first, and shall contain the feollowing information:

{1} The address of the principal coffice of the warrantor;
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(2)

(3)

{4)

(6)

S.B. NO. s

The name and address of the warrantor's agent for the
service of process in this State if other than the
provider;

The identities of the warrantor's executive officer or
officers directly regsponsible for the warrantor's
vehlicle protection product business;

The name, address, and telephone number of any
adminigtrators designated by the warrantor to be
responsible for the administration of vehicle
protection product warranties in this State;

A copy of each warranty form the warrantor proposes Lo
use in this State; and .

A statement that the warrantor is in compliance with
the financial responsibility requirements cf secticon
481R-5 and that details how the warrantor intends to
meet the reguirements, and proof of compliance with

the requirements.

Pailure to timely notify the commissioner of any change in

registration records shall result in a penalty, pursuant to

section 481R-13.

(c)

Each warrantor shall pay to the commissioner the

applicable fee, pursuant to section 431:7-101. Failure tc make

2008~1536

A

JRRIRY

=T

i
i

SB3020 SD1 SMA.doc



1t

il

12

i3

14

16

17

I8

19

20

21

22

S.B.NO. &

timely payvment of the applicable fee sghall result in automatic

inagtivation of the registration of the warrantor, effective the

day after the fee payment was due. A warrantor whose

regigstration has been suspended for nonpayment of the fee may

reinstate the registration; provided that the fee pavable and a

penalty, in the amount of fifty per cent of the unpaid fees, are

paid within thirty days from the inactivation date and the

warrantor is in compliance with all of the regquirements of

chapter 481IR. If the warrantor fails to reinstate the

warrantor's registration within the thirty-day period, the

regigtration shall automatically expire.

[4e+] (d) The marketing, selling, offering for sale,
issuing, making, proposing to make, and administering of vehicle
protection products shall be exewmpt from:

{1} Chapter 481%; and

(2) The insurance laws of this State(+], unless

gspecifically made applicable by this chapter.

[+e3-] (eg)] The following contracts and agreements shall be
exempt from this chapter and shall only be subject to other
statutes and laws that specifically apply to them:

(1) Warranties or guarantees, other than those provided as

part of a vehicle protection product; and

2008-1536 BSB3620 8SD1 SMA.doc
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(2} Service contracts regulated by chapter 481X.

[4e+] (f) A seller shall not be deemed to be a warrantor
unless, in addition to acting as a seller, the person is named
under the terms of a vehicle protection product warranty as the
contractual obligor to the consumer.!

SECTION 4. Section 481R-5, Hawali Revised Statutes, is
amended by amending subsection (a) to read as feollows:

“(a} To ensure the adeguate performance of a warrantor's
obligations toc a consumer, each warrantor shall comply with
financial security requirements by insuring each vehicle
protection product warranty issued by the warrantor under a
reimbursement insurance policy issued by an insurer authorized

to engage 1in the business of insurance in this State or [urger—a

taws--of-ehis—BEater] with an insurer approved by the

commissioner,

SECTION 5. Section 481¥-3, Hawall Revisged Statutes, is
amended to read as follows:

"{-£1§481%X-3{}] Registration. (a) Before conducting
business in this State, a provider shall register with the

commigssioner on & form prescribed by the commissioner, and shall

OO 15 5 S B3020 SD1 SMA,doc
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1 pay to the commissioner a fee as provided under section 431:7-
2 101.
3 (b} Provider registration shall be updated annually or

4 within thirty days of any change, whichever occcurs first, and

5 shall contain the following information:

6 (1) The address of the principal office of the provider;
7 (2) The name and address of the provider's agent for the
8 gervice of procegs in this State, if other than the
9 provider;

10 (3) The identities of the provider's executive officer or
11 officers directly responsible for the provider's

12 service contract business;

13 (4} The name, address, and telephone number of any

14 administrators designated by the provider to be

15 responsible for the administration of service

16 contracts in this State;

17 (5) A copy of each service contract form the provider

18 proposes Lo use in this State; and

19 (6) A statement that the provider is in compliance with
20 the financial responsibility regquirements of section
21 481%-4 and that details how the provider intends to

2008-1536 SB3020 8D1 SMA.doc
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meet the reguirements, and proof of compliance with
the requirements.

Failure to timely notify the commissiocner of any change in

registration records shall result in a penalty, pursuant to

gection 481X-12.

{(c) Each provider‘shail pay to the commissicner the

applicable fee, pursuant to section 431:7-101. Failure tc make

timely payment of the applicable fee shall result in automatic

inactivation of the registration of the provider, effective the

day after the fee payment was due. A provider whcse

regigtration has been suspended for nonpayment of the fee may

reinstate the registraticn; provided that the fee payable and s

penalty, in the amount of fifty per cent of the unpaid fees, are

paid within thirty days from the inactivation date and the

provider is in compliance with all of the requirements of

chapter 481X. If the provider fails to meet the reqguirements to

reinstate the provider's registraticn within the thirty-day

period, the registration shall automatically expire."

SECTION 6. Section 481X-4, Hawaii Revised Statutes, is
amended to read as follows:
"§481X-4 Financial responsibility, A provider shall

comply with the reguirements under any one of the following

2008-1536 8B3020 8Dl SMA.doc
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S.B. NO. <o

paragraphs, and shall not be subject to any other financial

security reguirements under state law:

{1} The provider shall insure all service contracts under

a contractual liability insurance policy issued by an
insurer authorized to transact insurance in this State
or [4ssued-pursvant-to part—Ill-of-artigle-8 of

chapter-431s] with an insurer approved by the

commisgioner;

(2) The provider shall:

2008-1

E
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(A) Maintain a funded reserve account for all
obligations under service contracts issued and in
force in this State. The reserves shall not be
less than forty per cent of the gross
congideration received from the sale of the
service contract, less claims paid, for all in
force contracts. The regerve account shall be
subiject to examination by the commissiconer; and

(B} Place in trust with the commissicner, for all
service contracts issued and in force in this
State, a financial security deposit having a

value that is the larger of $25,000 or five per

36 SB3020 SD1
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cent of the gross consideration received, less
claims paid for the sale of the service
contracts. The financial security depcsit shall
consist of one of the following:

(1} A surety bond issued by an authorized

surety;

(i1} Securities of the type eligible for deposit

by authorized insurers in this State;

{iii) Cash;

{iv} A letter of credit issued by a gualified

financial institution; or

{(v] Another form of security authorized by the

commissioner [By-¥ruie]; oOr

The provider or its parent company shall:

Maintain a net worth or stockholders' equity of
at least $100,000,000; and

Upon reguest, provide the commisgsioner with a
copy of the provider's or the provider's parent
company's most recent Form 10-K or Form Z20-F
filed with the Securitieg and Exchange Commission

within the last calendar vyear, or if the company

2008-1536 SB2020 5D1 SMA.doc
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does not file with the Securities and Exchange
Commission, a copy ¢f the provider's or the
provider's parent company's audited financial
statements.
1f the financial responsibility reguirement under this
paragraph is to be maintained by the provider's parent
company, the parent company shall guarantee the
provider's obligations under service contracts sold by
the provider in this State.”

SECTION 7. Statutory material to be repealed is bracketed

and stricken. New gtatutory material is underscored.

JECTION 8. This Act shall take effect on July 1, 2008.
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Report Title:
Ingurance Producers; Continuing Education; Automatic
Inactivation; Financial Responsibility

Description:

Creates uniformity between other states' laws and Hawaii law in
regard to licensing requirements. Makes educational
regquirements to keep a license uniform, autcomatically
inactivates a license 1if fees are not paid on time, allows
reactivation 1f the fee is paid in 30 days, and broadens the
types of reinsurance that can be used to meet the financial
obligations of insurance agents. (8D1)
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