Florida Senate - 2001 CS for SB 658

E% t he Cbnnlttee on Banking and | nsurance; and Senat or
| zendor f

311-1457-01
1 A bill to be entitled
2 An act relating to surplus |lines insurance;
3 amendi ng ss. 626.916, 626.918, 626.921
4 626. 923, 626.930, 626.931, 626.932, 626.933,
5 626. 935, 626.936, 626.9361, 626.938, F.S.
6 revising certain requirenents for surplus |lines
7 i nsurance to provide the Florida Surplus Lines
8 Service Ofice with the sane authority granted
9 to the Departnent of |nsurance; revising limts
10 on fees that may be charged with respect to
11 certain policies certified for export; revising
12 certain quarterly reporting requirenents;
13 providing for collection of a service fee;
14 providing a penalty for failure to nake certain
15 reports and pay service fees; providing for an
16 adm nistrative fine for such failure; providing
17 for disposition of surplus lines taxes and
18 service fees; providing an effective date.
19
20| Be It Enacted by the Legislature of the State of Florida:
21
22 Section 1. Subsection (4) of section 626.916, Florida
23| Statutes, is anended to read:
24 626.916 Eigibility for export.--
25 (4) A reasonable per-policy fee, not to exceed$35
26 [$25, may be charged by the filing surplus |ines agent for each
27 | policy certified for export.
28 Section 2. Subsection (2) of section 626.918, Florida
29| Statutes, is anended to read:
30 626.918 Eligible surplus lines insurers.--
31
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(2) No unauthorized insurer shall be or becone an
eligible surplus lines insurer unless made eligible by the
departnment in accordance with the foll owing conditions:
(a) Eligibility of the insurer nust be requested in
writing by the Florida Surplus Lines Service Ofice a
L ori-da—td I I v ;

(b) The insurer nmust be currently an authorized

insurer in the state or country of its domcile as to the kind
or kinds of insurance proposed to be so placed and nust have
been such an insurer for not |ess than the 3 years next
precedi ng or nust be the wholly owned subsidiary of such

aut hori zed insurer or nust be the wholly owned subsidiary of
an already eligible surplus lines insurer as to the kind or

ki nds of insurance proposed for a period of not |less than the
3 years next preceding. However, the departnent nmay wai ve the
3-year requirenent if the insurer provides a product or
service not readily available to the consunmers of this state
or has operated successfully for a period of at |least 1 year
next preceding and has capital and surplus of not |ess than
$25 mllion;

(c) Before granting eligibility, the requesting
surplus lines agent or the insurer shall furnish the
departnment with a duly authenticated copy of its current
annual financial statenent in the English | anguage and with
all nonetary values therein expressed in United States
dollars, at an exchange rate (in the case of statenents
originally made in the currencies of other countries)

t hen-current and shown in the statenent, and with such
additional information relative to the insurer as the
departnment may request;
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(d)1. The insurer nust have and naintain surplus as to
policyhol ders of not less than $15 nillion; in addition, an
alien insurer must also have and naintain in the United States
a trust fund for the protection of all its policyholders in
the United States under terns deened by the departnent to be
reasonably adequate, in an anmount not |less than $5.4 mllion
Any such surplus as to policyholders or trust fund shall be
represented by investnents consisting of eligible investnents
for like funds of |ike donmestic insurers under part |1 of
chapter 625 provided, however, that in the case of an alien

i nsurance conpany, any such surplus as to policyhol ders nay be
represented by investnents permitted by the donestic regul ator
of such alien insurance conpany if such investnents are
substantially simlar in terns of quality, liquidity, and
security to eligible investnents for |like funds of |ike
donestic insurers under part Il of chapter 625;

2. For those surplus lines insurers that were eligible
on January 1, 1994, and that nmamintained their eligibility
thereafter, the required surplus as to policyhol ders shall be:

a. On Decenber 31, 1994, and until Decenber 30, 1995
$2.5 mllion.

b. On Decenber 31, 1995, and until Decenber 30, 1996
$3.5 mllion.

c. On Decenber 31, 1996, and until Decenber 30, 1997
$4.5 mllion.

d. On Decenber 31, 1997, and until Decenber 30, 1998
$5.5 mllion.

e. On Decenber 31, 1998, and until Decenber 30, 1999
$6.5 mllion.

f. On Decenber 31, 1999, and until Decenber 30, 2000
$8 mllion.

3

CODING:WOrds st+ieken are deletions; words underlined are additions.




Florida Senate - 2001 CS for SB 658
311-14

i
1457-01

1 g. On Decenber 31, 2000, and until Decenber 30, 2001
21 %$9.5 mllion.

3 h. On Decenber 31, 2001, and until Decenber 30, 2002
41 %$11 million.

5 i. On Decenber 31, 2002, and until Decenber 30, 2003
6| $13 million.

7 j. On Decenber 31, 2003, and thereafter, $15 mllion
8 3. The capital and surplus requirenents as set forth
9| in subparagraph 2. do not apply in the case of an insurance
10 | exchange created by the | aws of individual states, where the
11 | exchange nmintains capital and surplus pursuant to the

12 | requirenents of that state, or maintains capital and surplus
13| in an anount not |ess than $50 million in the aggregate. For
14 | an i nsurance exchange which maintains funds in the anpunt of
15| at least $12 nillion for the protection of all insurance

16 | exchange policyhol ders, each individual syndicate shal

17 | maintain mninmumcapital and surplus in an anmount not | ess
18 | than $3 nmillion. If the insurance exchange does not naintain
19 | funds in the anmount of at least $12 million for the protection
20| of all insurance exchange policyhol ders, each individua

21 | syndicate shall neet the mininmum capital and surplus

22 | requirenments set forth in subparagraph 2.

23 4. A surplus lines insurer which is a nenber of an
24 | i nsurance hol di ng conpany that includes a nmenber which is a
25| Florida donestic insurer as set forth in its hol ding conpany
26 | registration statenent, as set forth in s. 628.801 and rul es
27 | adopted thereunder, may elect to nmaintain surplus as to

28 | policyholders in an anount equal to the requirenents of s.
29| 624.408, subject to the requirenent that the surplus lines
30| insurer shall at all tinmes be in conpliance with the

31| requirenents of chapter 625.
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1

2| The election shall be submitted to the departnent and shall be
3| effective upon the departnent's being satisfied that the

4 | requi renents of subparagraph 4. have been net. The initial

5| date of election shall be the date of departnent approval. The
6 | el ection approval application shall be on a form adopted by

7 | departnent rule. The departnent nmay approve an el ection form
8 | submitted pursuant to subparagraph 4. only if it was on file
9| with the departnent before February 28, 1998;

10 (e) The insurer nmust be of good reputation as to the
11 | providing of service to its policyholders and the paynment of
12 | | osses and cl ai ns;

13 (f) The insurer nust be eligible, as for authority to
14 | transact insurance in this state, under s. 624.404(3); and

15 (g) This subsection does not apply as to unauthori zed
16 | insurers nade eligible under s. 626.917 as to wet narine and
17 | avi ation risks.

18 Section 3. Subsection (2) of section 626.921, Florida
19 | Statutes, is anended to read:

20 626.921 Florida Surplus Lines Service Ofice.--

21 (2) Al surplus lines agents shall, as a condition of
22 | holding a license as a surplus lines agent in this state, be
23 | deened to be nmenbers of this association and shall report to
24| and file with the service office a copy of or information on
25| each surplus lines insurance policy or docunent as provided in
26 | the plan of operation adopted under subsection (5). Upon

27 | recetpt—of—any—ectatmnotiecereported—under—a—surptus—t+ines

28 | potey—which—+s—stubjeet—to—the—fHHngregqurenrents—of—this

29 . . ’ . . . ’
30 o I . e F b elai o e I
31 . I hied . Lo ! ey . e
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1 | shatH—determne—whether—the—potecy—has—been—Fited—as—reqgui+red
2 | by—this—seecti+on—The service office shall inmediately report

3| the particulars of any unfiled policy to the departnent for

4 | enforcenent of conpliance with the Florida Surplus Lines Law.
5 Section 4. Section 626.923, Florida Statutes, is

6 | anended to read:

7 626.923 Filing copy of policy or certificate.--A

8 | surplus lines agent shall, within 30 days after the date of a
9 | request by the departnent or the Florida Surplus Lines Service
10| Ofice, furnish the—departrwent an exact copy of any and al

11 | requested policies, including applications, certificates,

12 | cover notes, or other forns of confirmation of insurance

13 | coverage or any substitutions thereof or endorsenents thereto.
14 | The departnent or the Florida Surplus Lines Service Ofice my
15| al so request and the agent shall furnish, within 30 days after
16 | the date of the request, the agent's nenorandumas to the

17 | substance of any change represented by a substitute

18 | certificate, cover note, other formof confirmati on of

19 | i nsurance coverage, or endorsenent as conpared with the

20 | coverage as originally placed or issued.

21 Section 5. Subsection (2) of section 626.930, Florida
22 | Statutes, is anended to read:

23 626. 930 Records of surplus |ines agent.--

24 (2) The record shall at all tines be open to

25| exam nation by the departnment or the Florida Surplus Lines

26 | Service Ofice without notice and shall be so kept avail abl e
27 | and open te—the—departwent for 5 years next foll ow ng

28 | expiration or cancellation of the contract.

29 Section 6. Section 626.931, Florida Statutes, is

30 | anended to read:

31
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1 626.931 Agent affidavit and insurer reporting

2 | requirenents arterty—report. - -

3 (1) Each surplus lines agent shall on or before the

41 end of the nonth next follow ng each cal endar quarter file

5| with the Florida Surplus Lines Service Ofice an affidavit, on
6| forns as prescribed and furni shed by the Florida Surplus Lines
7| Service Ofice, stating that a—verified—report—of all surplus
8 | lines insurance transacted by himor her during such cal endar
9| quarter has been subnitted to the Florida Surplus Lines

10| Service Ofice as required

11

12

13

j

23 | departrent—

24 (2) (3y—TFhe—report——shat—netude The affidavit of the
25| surplus lines agent shall include;—en—foerns—aspresecribed—and
26 | furnished—by—the—departrent—as—to efforts nade to pl ace

27 | coverages with authorized insurers and the results thereof.
28 (3)t4) Each foreign insurer accepting prem unms whi€h

29 | are—subject—totaxes—and—which—are—desertbed—in—this—section
30| shall, on or before the end of the nonth foll ow ng each

31| cal endar quarter, file with the Florida Surplus Lines Service
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O fice a verified report of all surplus lines insurance
transacted by such insurer for insurance risks located in this
state during such cal endar quarter
(4) (5) Each alien insurer accepting prem uns which—are

o biet I Cbedi " .
shall, on or before June 30 of each year, file with the
Florida Surplus Lines Service Ofice a verified report of al
surplus lines insurance transacted by such insurer for
insurance risks located in this state during the preceding

cal endar year —provided—the—f+rst—suchreport—shatt—be—with
respeet—to—catendar—year—1994.

(5) £6) The Insurance Conmi ssioner shall have the
authority to waive the filing requirenents described in
subsecti ons(3) (4)yand(4) {5y

(6) 7 Each insurer's report and supporting
information shall be in a conputer-readable format as
determ ned by the Florida Surplus Lines Service Ofice
departwent or shall be subnmitted on fornms prescribed by the
Florida Surplus Lines Service Ofice depart+wrent and shall show
for each applicabl e agent:

(a)ftd)y Alisting of all policies, certificates, cover
notes, or other forns of confirmation of insurance coverage or
any substitutions thereof or endorsenents thereto and the
i dentifying nunber; and

(b) ey Any additional information required by the

departnment or Florida Surplus Lines Service Ofice.

Section 7. Paragraph (a) of subsection (2) of section
626.932, Florida Statutes, is anended to read:
8
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626.932 Surplus lines tax.--
(2)(a) The surplus lines agent shall nmke payabl e pay

to the Departnent of |nsurance Herida—Surptus—tines—Serviece

ofce the tax related to each cal endar quarter's busi ness as

reported to the Florida Surplus Lines Service Ofice, and

remt the tax to the Florida Surplus Lines Service Ofice at

the sanme tine as provided for the filing of the quarterly
affidavit report, under s. 626.931. The Florida Surplus Lines
Service Ofice shall forward to the departnent the taxes and
any interest collected pursuant to paragraph (b), within 10
days of recei pt —atoeng—wth—a—copy—of—the—equarterty—reports
recei-ved.

Section 8. Section 626.933, Florida Statutes, is
amended to read:

626.933 Collection of tax and service fee.--1f the tax

or service fee payable by a surplus |lines agent under this

Surplus Lines Law is not so paid within the tinme prescribed,
the sane shall be recoverable in a suit brought by the
departnment against the surplus |ines agent and the surety or
sureties on the bond filed by the surplus |lines agent under s.
626. 928.

Section 9. Paragraphs (d) and (e) of subsection (1) of
section 626.935, Florida Statutes, are anended to read:

626. 935 Suspension, revocation, or refusal of surplus
lines agent's license.--

(1) The departnent shall deny an application for
suspend, revoke, or refuse to renew the appoi ntnent of a
surplus lines agent and all other |icenses and appoi ntnents
held by the |icensee under this code, upon any of the
fol | owi ng grounds:
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(d) Failure to nake and file his or her affidavit or
gtarterty reports when due as required by s. 626.931
(e) Failure to pay the tax or service fee on surplus

lines premuns, as provided for in this Surplus Lines Law

Section 10. Section 626.936, Florida Statutes, is
amended to read:

626.936 Failure to file reports repert or pay tax or
service fee; admnistrative penalty.--

(1) Any licensed surplus lines agent who neglects to
file a guarterty report or an affidavit in the formand within
the tinme required or provided for in the Surplus Lines Law nay

be fined up to $50 per day for each day the negl ect continues,
begi nning the day after the guarterty report or affidavit was
due until the date the report or affidavit is received by—the
departwent. The—departrent—shatt—deposit Al suns coll ected

by—t under this section shall be deposited into the |Insurance

Conmi ssi oner's Regul atory Trust Fund.
(2) Any licensed surplus lines agent who neglects to
pay the taxes or service fees as required under the Surplus

Lines Law and within the tine required may be fined up to $500
per day for each day the failure to pay continues, beginning
the day after the tax or service fees were was due. The agent

shal |l pay interest on the anount of any delinquent tax due, at
the rate of 9 percent per year, conpounded annually, beginning
t he day the anobunt becones delinquent. The departnent shal
deposit all suns collected by—t+ under this section into the
| nsurance Conmmi ssioner's Regul atory Trust Fund.

Section 11. Section 626.9361, Florida Statutes, is
amended to read:

626.9361 Failure to file report; adm nistrative
penalty.--Any eligible surplus lines insurer who fails to file

10
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1| a gquarterty report in the formand within the tine required or
2| provided for in the Surplus Lines Law may be fined up to $500
3| per day for each day such failure continues, beginning the day
4| after the report was due, until the date the report is

5| received by—thedepartrnent. Failure to file a guarterty

6| report may also result in withdrawal of eligibility as a

7| surplus lines insurer in this state. Al suns collected by the
8 | departnent under this section shall be deposited into the

9 | IInsurance Comni ssioner's Regul atory Trust Fund.

10 Section 12. Subsections (1), (3), (4), and (10) of

11| section 626.938, Florida Statutes, are anended to read:

12 626. 938 Report and tax of independently procured

13 | coverages. - -

14 (1) Every insured who in this state procures or causes
15| to be procured or continues or renews insurance with an

16 | unaut hori zed foreign or alien insurer, or any self-insurer who
171 in this state so procures or continues excess | oss,

18 | catastrophe, or other insurance, upon a subject of insurance
19 | resident, located, or to be perfornmed within this state, other
20 | than insurance procured through a surplus |ines agent pursuant
21| to the Surplus Lines Law of this state or exenpted fromtax
22 | under s. 626.932(4), shall, within 30 days after the date such
23 | i nsurance was so procured, continued, or renewed, file a
24 | report of the sane with the Florida Surplus Lines Service
25| Ofice departwent in witing and upon forns designated by the
26 | Florida Surplus Lines Service Ofice departwent and furnished
27 | to such an insured upon request, or in a conputer readable
28 | format as determined by the Florida Surplus Lines Service
29 | Ofice. The report shall show the nane and address of the
30| insured or insureds, the nane and address of the insurer, the
31| subject of the insurance, a general description of the
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1| coverage, the anpbunt of premiumcurrently charged therefor

2 | and such additional pertinent information as is reasonably

3| requested by the Florida Surplus Lines Service Ofice

4 | departrent.

5 (3) For the general support of the governnent of this
6| state, there is levied upon the obligation, chose in action

7| or right represented by the prem um charged for such insurance
8| atax at the rate of 5 percent of the gross anmount of such

9| premumand a 0.3 percent service fee pursuant to s. 626.9325.
10 | The insured shall wi thhold the ambunt of the tax and service
11| fee fromthe anount of prem um charged by and ot herw se

12 | payable to the insurer for such insurance.;—anre;-Wthin 30

13 | days after the insurance is was—se procured, continued, or

14 | renewed, and sinultaneously eetneidentatty with the filing of
15 the report provided for in subsection (1)with the Florida

16 | Surplus Lines Service Ofice departrient—ef—thereport—provided
17 | fer—n—subseeti+on—~31), the insured shall nake payable to the
18 | Departnent of Insurance pay the anopunt of the tax and nake

19 | payable to the Florida Surplus Lines Service Ofice the anount
20| of the service fee. The insured shall renmit the tax and the
21| service fee to the Florida Surplus Lines Service Ofice
22 | departrwent. The Florida Surplus Lines Service Ofice shal
23| forward to the departnent the taxes, and any interest
24 | coll ected pursuant to subsection (5), within 10 days after
25 | receipt.
26 (4) If the insured fails to withhold fromthe prem um
27 | the anount of tax and the service fee herein |levied, the
28 | insured shall be liable for the anpunt thereof and shall pay
29 | that anpunt the—sate to the Florida Surplus Lines Service
30| Ofice departiwent within the tine stated in subsection (3).
31
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1 (10) Each report and supporting information shall be
2]in a conmputer-readable format as determ ned by the Florida
3| Surplus Lines Service Ofice depart+rent or shall be subnitted
4] on forns prescribed by the Florida Surplus Lines Service
5| Ofice departrent.
6 Section 13. This act shall take effect upon beconming a
711 aw
8
9 STATEMENT OF SUBSTANTI AL CHANGES CONTAI NED I N
COW TTEE_SUBSTI TUTE FOR
10 SB 658
11
12 | Arends s. 626.916, F.S., to allow surplus |lines agents to
charge up to a $35 per-Pollcy fee, rather than the "reasonabl e
13 {ee" al lowed by the bill and’the %25 fee all owed under current
aw.
14
Amends s. 626.918, F.S., to provide that the Florida Surplus
15| Lines Service Ofice, rather than a surplus |Iines agent, mnust
request eligibility of a surplus lines Insurer, as a condition
16 | of Departnent of Insurance approval of an eligible surplus
17 Il nes insurer
Amends s. 626.921, F.S., to delete the requirenent that
18 | insurers and adjusters notify the Florida Surplus Lines
19 Service of each claimthat is filed
20
21
22
23
24
25
26
27
28
29
30
31
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