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1
2 An act relating to insurance; anending s.
3 624.610, F.S.; updating a cross-reference;
4 creating s. 625.011, F.S.; defining the term
5 "statutory accounting principles"; anending s.
6 625.012, F.S.; providing for what constitutes
7 an asset of an insurer; anmending s. 625.031
8 F.S.; providing for assets not allowed in
9 determ ning the financial condition of an
10 insurer; anending s. 625.041, F.S.; revising a
11 provi sion concerning liability; anending s.
12 625. 141, F.S.; providing for the valuation of
13 bonds; anending s. 625.161, F.S.; revising
14 requi renments for new appraisals in the
15 val uation of real property; anending s.
16 625.322, F.S.; revising requirenents for
17 collateral loans; creating s. 641.183, F.S.
18 providing a transition selection for statutory
19 accounting principles; anending s. 641. 19,
20 F.S.; redefining the terns "reporting period,"
21 "statutory accounting principles,"” "surplus,"
22 and "surplus notes" for purposes of the Health
23 Mai nt enance Organi zation Act; anending s.
24 641.35, F.S.; redefining certain assets or
25 liabilities in the determination of the
26 financial condition of a health naintenance
27 organi zation; providing applicability; anmending
28 ss. 626.916, 626.918, 626.921, 626.923,
29 626. 930, 626.931, 626.932, 626.933, 626.935,
30 626. 936, 626.9361, 626.938, F.S.; revising
31 certain requirenents for surplus lines
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i nsurance to provide the Florida Surplus Lines
Service Ofice with the sane authority granted
to the Departnent of |nsurance; revising limts
on fees that may be charged with respect to
certain policies certified for export; revising
certain quarterly reporting requirenents;
providing for collection of a service fee;
providing a penalty for failure to nake certain
reports and pay service fees; providing for an
adm nistrative fine for such failure; providing
for disposition of surplus lines taxes and
service fees; providing a retroactive effective
dat e.

Be It Enacted by the Legislature of the State of Florida:

Section 1. Subsection (4) of section 626.916, Florida
Statutes, is anended to read:

626.916 Eligibility for export.--

(4) A reasonable per-policy fee, not to exceed$35

$25, may be charged by the filing surplus lines agent for each
policy certified for export.

Section 2. Subsection (2) of section 626.918, Florida
Statutes, is anended to read:

626.918 Eligible surplus lines insurers.--

(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 ort darts : st ;
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(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 waive 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 wi th such
additional information relative to the insurer as the
departnment nay request;

(d)1. The insurer nust have and naintain surplus as to
policyhol ders of not less than $15 nillion; in addition, an
alien insurer nmust 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

3
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1| represented by investnments consisting of eligible investnents
2| for like funds of like donestic insurers under part Il of
3 | chapter 625 provided, however, that in the case of an alien
4| insurance conpany, any such surplus as to policyhol ders nay be
5] represented by investnents pernitted by the donestic regul ator
6 | of such alien insurance conpany if such investnents are
7 | substantially simlar in terns of quality, liquidity, and
8| security to eligible investnents for like funds of |ike
9 | donestic insurers under part Il of chapter 625;

10 2. For those surplus lines insurers that were eligible

11| on January 1, 1994, and that nmintained their eligibility

12 | thereafter, the required surplus as to policyhol ders shall be:

13 a. On Decenber 31, 1994, and until Decenber 30, 1995

141 $2.5 mllion

15 b. On Decenber 31, 1995, and until Decenber 30, 1996

16| $3.5 million

17 c. On Decenber 31, 1996, and until Decenber 30, 1997

18| $4.5 million

19 d. On Decenber 31, 1997, and until Decenber 30, 1998

20| $5.5 mllion

21 e. On Decenber 31, 1998, and until Decenber 30, 1999

22| $6.5 mllion

23 f. On Decenber 31, 1999, and until Decenber 30, 2000

24| $8 million.

25 g. On Decenber 31, 2000, and until Decenber 30, 2001

26| $9.5 mllion

27 h. On Decenber 31, 2001, and until Decenber 30, 2002

28 | $11 million.

29 i. On Decenber 31, 2002, and until Decenber 30, 2003

30| $13 million.

31 j. On Decenber 31, 2003, and thereafter, $15 mllion
4
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3. The capital and surplus requirenents as set forth
i n subparagraph 2. do not apply in the case of an insurance
exchange created by the | aws of individual states, where the
exchange mai ntains capital and surplus pursuant to the
requi rements of that state, or nmmintains capital and surplus
in an anmount not less than $50 nillion in the aggregate. For
an i nsurance exchange which maintains funds in the anount of
at least $12 mllion for the protection of all insurance
exchange policyhol ders, each individual syndicate shal
mai ntain mnimumcapital and surplus in an anount not | ess

than $3 nmillion. If the insurance exchange does not naintain
funds in the amount of at least $12 million for the protection
of all insurance exchange policyhol ders, each individua

syndi cate shall neet the minimumcapital and surplus
requi rements set forth in subparagraph 2.

4. A surplus lines insurer which is a nenber of an
i nsurance hol di ng conpany that includes a nenber which is a
Fl orida donestic insurer as set forth in its hol ding conpany
registration statenent, as set forth in s. 628.801 and rul es
adopted thereunder, nay elect to maintain surplus as to
policyhol ders in an anbunt equal to the requirenments of s.
624. 408, subject to the requirenent that the surplus |ines
insurer shall at all tinmes be in conpliance with the
requi renments of chapter 625.

The el ection shall be submitted to the departnent and shall be
ef fective upon the departnent's being satisfied that the

requi rements of subparagraph 4. have been net. The initial
date of election shall be the date of departnment approval. The
el ection approval application shall be on a form adopted by
departnent rule. The departnment nmay approve an el ection form

5
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1| subnitted pursuant to subparagraph 4. only if it was on file
2| with the departnent before February 28, 1998;
3 (e) The insurer nmust be of good reputation as to the
4 | providing of service to its policyholders and the payment of
5| | osses and cl ai ns;
6 (f) The insurer nust be eligible, as for authority to
7 | transact insurance in this state, under s. 624.404(3); and
8 (g) This subsection does not apply as to unauthori zed
9] insurers nmade eligible under s. 626.917 as to wet nmarine and
10 | avi ation ri sks.
11 Section 3. Subsection (2) of section 626.921, Florida
12 | Statutes, is anended to read:
13 626.921 Florida Surplus Lines Service Ofice.--
14 (2) Al surplus lines agents shall, as a condition of
15| holding a license as a surplus lines agent in this state, be
16 | deened to be nenbers of this association and shall report to
17 ) and file with the service office a copy of or information on
18 | each surplus lines insurance policy or docunent as provided in
19 | the plan of operation adopted under subsection (5). Upen

26 | by—this—seetion—The service office shall imediately report
27 | the particulars of any unfiled policy to the departnent for
28 | enforcenent of conpliance with the Florida Surplus Lines Law.
29 Section 4. Section 626.923, Florida Statutes, is

30 | anended to read:

31
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626.923 Filing copy of policy or certificate.--A
surplus lines agent shall, within 30 days after the date of a
request by the departnment or the Florida Surplus Lines Service

O fice, furnish the—departwent an exact copy of any and al
requested policies, including applications, certificates,

cover notes, or other forns of confirnmation of insurance
coverage or any substitutions thereof or endorsenents thereto.
The departnent or the Florida Surplus Lines Service Ofice nay

al so request and the agent shall furnish, within 30 days after
the date of the request, the agent's nenorandumas to the
substance of any change represented by a substitute
certificate, cover note, other form of confirnmation of
i nsurance coverage, or endorsenment as conpared with the
coverage as originally placed or issued.

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

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

(2) The record shall at all tines be open to
exam nation by the departnent or the Florida Surplus Lines

Service Ofice without notice and shall be so kept avail abl e

and open te—the—departrent for 5 years next follow ng

expiration or cancellation of the contract.
Section 6. Section 626.931, Florida Statutes, is
anended to read:

626.931 Agent affidavit and insurer reporting
requi rement s &arterty—report. - -

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

end of the nonth next follow ng each cal endar quarter file
with the Florida Surplus Lines Service Ofice an affidavit, on

forns as prescribed and furnished by the Florida Surplus Lines

Service Ofice, stating that a—verified—+eport—of all surplus

7
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I ines insurance transacted by himor her during such cal endar
gquarter has been subnitted to the Florida Surplus Lines

Service Ofice as required

departent—

(2) (3y—TFhe—report——shat—inetude The affidavit of the

surplus |lines agent shall include;—en—foerns—aspresecribed—and
furri-shed—by—the—departnent—as—to efforts made to pl ace

coverages with authorized insurers and the results thereof.

(3) 4 Each foreign insurer accepting prem uns whiech
are—stbject—totaxes—antd—which—are—described—i+n—this—seetion
shall, on or before the end of the nonth foll ow ng each
cal endar quarter, file with the Florida Surplus Lines Service
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
stbjeet—totaxes—ant—which—are—described—i+n—this—seetion
shall, on or before June 30 of each year, file with the
Florida Surplus Lines Service Ofice a verified report of al

8
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surplus lines insurance transacted by such insurer for
insurance risks located in this state during the preceding

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

(5) 6 The | nsurance Conmi ssioner shall have the
authority to waive the filing requirenents described in

subsecti ons(3) (4)rand(4) {5y
(6) 7 Each insurer's report and supporting

© 00 N o O~ WDN PP

information shall be in a conputer-readable formt as

=
o

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+went and shall show
for each applicabl e agent:

e
N

17 (a)ftd)y Alisting of all policies, certificates, cover
18 | notes, or other forns of confirmation of insurance coverage or
19 | any substitutions thereof or endorsenents thereto and the

20 | identifying nunber; and

21 (b) ey Any additional information required by the

22 | departnment or Florida Surplus Lines Service Ofice.

23 Section 7. Paragraph (a) of subsection (2) of section
24 | 626.932, Florida Statutes, is anended to read:

25 626.932 Surplus lines tax.--

26 (2)(a) The surplus lines agent shall nmke payabl e pay
27 | to the Departnent of |nsurance Frorida—Surptus—tines—Setrvice
28 | &f+ee the tax related to each cal endar quarter's busi ness as
29 | reported to the Florida Surplus Lines Service Ofice, and

30| renit the tax to the Florida Surplus Lines Service Ofice at
31| the sane tinme as provided for the filing of the quarterly

9
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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:

(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 prem uns, 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.--

10
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(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 ssioner'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
the 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
a guarterty report in the formand within the tine required or
provided for in the Surplus Lines Law may be fined up to $500
per day for each day such failure continues, beginning the day
after the report was due, until the date the report is
recei ved by—the—departwrent. Failure to file a guarterty
report may also result in withdrawal of eligibility as a
surplus lines insurer in this state. Al suns collected by the

11
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departnment under this section shall be deposited into the
I nsurance Commi ssioner's Regul atory Trust Fund.

Section 12. Subsections (1), (3), (4), and (10) of
section 626.938, Florida Statutes, are anended to read:

626. 938 Report and tax of independently procured
cover ages. - -

(1) Every insured who in this state procures or causes
to be procured or continues or renews insurance with an
unaut hori zed foreign or alien insurer, or any self-insurer who
inthis state so procures or continues excess | oss,
catastrophe, or other insurance, upon a subject of insurance
resident, located, or to be performed within this state, other
than i nsurance procured through a surplus |ines agent pursuant
to the Surplus Lines Law of this state or exenpted fromtax
under s. 626.932(4), shall, within 30 days after the date such
i nsurance was so procured, continued, or renewed, file a
report of the sanme with the Florida Surplus Lines Service
Ofice departwent in witing and upon forns designated by the
Florida Surplus Lines Service Ofice departwent and furni shed
to such an insured upon request, or in a conputer readable

format as determ ned by the Florida Surplus Lines Service

O fice. The report shall show the nane and address of the

i nsured or insureds, the name and address of the insurer, the
subj ect of the insurance, a general description of the
coverage, the anmount of premumcurrently charged therefor
and such additional pertinent information as is reasonably
requested by the Florida Surplus Lines Service Ofice
depar-tent.

(3) For the general support of the governnent of this

state, there is levied upon the obligation, chose in action
or right represented by the prem um charged for such insurance

12
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1| atax at the rate of 5 percent of the gross anmpunt of such
2| premumand a 0.3 percent service fee pursuant to s. 626.9325.
3| The insured shall withhold the amount of the tax and service
4| fee fromthe anmount of prem um charged by and ot herw se
5| payable to the insurer for such insurance.;—antes-Wthin 30
6 | days after the insurance is was—se procured, continued, or
7 | renewed, and sinmultaneously eotnetrdentatty with the filing of
8| the report provided for in subsection (1)with the Florida
9| Surplus Lines Service Ofice departwent—of—thereport—provided
10 | fer—n—subseetion—{31), the insured shall nake payable to the
11 | Departnent of |Insurance pay the anobunt of the tax and nake
12 | payable to the Florida Surplus Lines Service Ofice the anount
13 | of the service fee. The insured shall renit the tax and the
14 | service fee to the Florida Surplus Lines Service Ofice
15 | departwent. The Florida Surplus Lines Service Ofice shal
16 | forward to the departnent the taxes, and any interest
17 | coll ected pursuant to subsection (5), within 10 days after
18 | recei pt.
19 (4) If the insured fails to withhold fromthe prem um
20 | the anount of tax and the service fee herein |evied, the
21| insured shall be liable for the anpunt thereof and shall pay
22 | that anpunt the—sate to the Florida Surplus Lines Service
23| Ofice departwent within the tine stated in subsection (3).
24 (10) Each report and supporting information shall be
251 in a conputer-readable format as determined by the Florida
26 | Surplus Lines Service Ofice departrent or shall be submitted
27 | on forns prescribed by the Florida Surplus Lines Service
28 | Ofice departrent.
29 Section 13. Subsection (14) of section 624.610
30| Florida Statutes, is anended to read:
31 624. 610 Rei nsurance. - -

13
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(14) The departnent may adopt rules inplenenting the
provisions of this section. Rules are authorized to protect
the interests of insureds, claimnts, ceding insurers,
assunming insurers, and the public. These rules shall be in
substantial conpliance wth:

(a) The National Association of Insurance
Conmi ssioners nodel regulations relating to credit for
rei nsurance;

(b) Version 2001 #999 of the National Association of
| nsurance Conmi ssioners Accounting Practices and Procedures
Manual ; and

(c) The National Association of Insurance
Conmi ssi oners nodel regulation for Credit for Reinsurance and
Life and Heal th Rei nsurance Agreenents.

The departnent may further adopt rules to provide for
transition fromexisting requirenents for the approval of
reinsurers to the accreditation of reinsurers pursuant to this
secti on.

Section 14. Section 625.011, Florida Statutes, is
created to read

625.011 Definitions.--As used in this chapter, the
term"statutory accounting principles" nmeans accounting

principles as defined in the National Association of |nsurance

Conmi ssi oners Accounting Practices and Procedures Manua

effective January 1, 2001

Section 15. Subsections (1) and (11) of section
625.012, Florida Statutes, are anended, present subsection
(12) of that section is redesignated as subsection (16), and
new subsections (12), (13), (14), and (15) are added to that
section to read:

14
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625.012 "Assets" defined.--In any determ nation of the
financial condition of an insurer, there shall be allowed as
"assets" only such assets as are owned by the insurer and
whi ch consi st of:

(1) Cash or cash equivalents,in the possession of the

insurer, or in transit under its control, and including the
true bal ance of any deposit in a solvent bank, savings and
| oan association, or trust conpany. Cash equival ents are

short-term highly liquid investnents, with origina

maturities of 3 nonths or less, which are both readily

convertible to known anpbunts of cash and so near their

maturity that they present insignificant risk of changes in

val ue because of changes in interest rates.

(11) Electronic and nechani cal nachi nes, including
conput er- operating software equi pnent and system software

constituting a data processing and accounting system +f the
cost of which sueh—systemis at |east $25,000, which cost
shall be anortized in full over a period not to exceed 3 #
cal endar years. The aggregate anount adnitted under this

subsection shall be linited to 3 percent of the insurer's

capital and surplus, adjusted to exclude any electronic data

processi ng equi pnent and operating software, net deferred tax

assets, and net positive goodwill, as reported on the

insurer's nost recently filed annual statenent.

(12) Goodwill arising fromacquisitions and nergers

occurring after January 1, 2001

(13) Loans or advances by an insurer to its parent or

principal owner if approved by the departnent.

(14) Current incone tax recoverables.
(15) Capitalized interest.

15
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1 (16) (2 Ot her assets, not inconsistent with the

2| provisions of this section, deened by the departnent to be

3| availabl e for the paynent of |osses and clains, at values to

4| be determned by it.

5 Section 16. Section 625.031, Florida Statutes, is

6 | anended to read:

7 625. 031 Assets not allowed.--In addition to assets

8| inpliedly excluded by the provisions of s. 625.012, the

9| foll owing expressly shall not be allowed as assets in any

10 | determi nation of the financial condition of an insurer:

11 (1) ©&ooet—wt++-Trade nanes, patents, agreenents not to
12 | conpete, and other |ike intangible assets.

13 (2) Advances (other than policy loans) to officers

14 | anddirectors, and—econtretHing—steckholders;-whether secured

15| or not, and advances to enpl oyees, agents, and ot her persons
16 | on personal security only.

17 (3) Stock of such insurer, owned by it, or any

18 | material equity therein or |oans secured thereby, or any

19 | material proportionate interest in such stock acquired or held
20 | through the ownership by such insurer of an interest in
21| another firm corporation, or business unit.
22 (4) Furniture, fixtures, furnishings, safes, vehicles,
23| libraries, stationery, literature, and supplies, other than
24 | data processing and accounting systens authorized under s.
25| 625.012(11), except in the case of title insurers such
26 | materials and plants as the insurer is expressly authorized to
27 | invest in under s. 625.330 and except, in the case of any
28 | insurer, such personal property as the insurer is permtted to
29 | hold pursuant to part Il of this chapter, or which is acquired
30 | through foreclosure of chattel nortgages acquired pursuant to
31| s. 625.329, or which is reasonably necessary for the

16
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mai nt enance and operation of real estate lawfully acquired and
held by the insurer other than real estate used by it for hone
of fice, branch office, and sinilar purposes.

(5) The anount, if any, by which the aggregate book
val ue of investnents as carried in the | edger assets of the
i nsurer exceeds the aggregate val ue thereof as deternined
under this code.

(6) Bonds, notes, or other evidences of indebtedness
whi ch are secured by nortgages or deeds of trust which are in
def aul t.

(7) Prepaid and deferred expenses.

8)y—Federal—incore—tax—+efunds—when—a+efunad—is——not
assuret-

Section 17. Paragraph (d) of subsection (2) of section
625.041, Florida Statutes, is anended to read:

625.041 Liabilities, in general.--1n any deternination
of the financial condition of an insurer, liabilities to be
charged against its assets shall include:

(2) Wth reference to life and health insurance and
annuity contracts:
(d) Any additional reserves that whteh nmay be required

by the departnent consistent with practice formul ated or
approved by the National Association of |nsurance

Conmi ssioners or its successor organi zation, on account of
such insurance, including contract and prem um defici ency

reserves.

Section 18. Subsection (2) of section 625.141, Florida
Statutes, is anended to read:

625. 141 Val uation of bonds. --

(2) The departnent shall have full discretion in
determ ning the nethod of cal cul ating val ues according to the

17
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rules set forth in this section, but no such nethod or

val uation shall be inconsistent with the nmethod fornulated or
approved by the National Association of |nsurance

Conmi ssioners or its successor organi zation and set forth in
the latest edition of its publication "Valuation of
Securities"; provided that such valuation nethodology is
substantially sinlar to the nethodol ogy used by the Nationa
Associ ation of Insurance Conmmi ssioners in its 2001 1988

edition of such publication. Anortization of bond prem um or

di scount nust be cal cul ated using the scientific (constant

yield) interest method taking into consideration specified

i nterest and principal provisions over the life of the bond.

Bonds containing call provisions shall be anortized to the

call or maturity value or date that produces the | owest asset

val ue.

Section 19. Section 625.161, Florida Statutes, is
amended to read:

625. 161 Valuation of property.--

(1) Real property owned by an insurer which is

reported in financial statenents filed with the departnent

shal |l be valued at the | ower of depreciated cost or fair

mar ket val ue.

(2) 1)y Real property acquired pursuant to a nortgage

| oan or contract for sale, in the absence of a recent

apprai sal deened by the departnent to be reliable, shall not
be val ued at an anmount greater than the unpaid principal and
accrued interest of the defaulted | oan or contract at the date
of such acquisition, together with any taxes and expenses paid
or incurred in connection with such acquisition, and the cost
of inprovenents thereafter nmade by the insurer and any anounts

18
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thereafter paid by the insurer on assessnents |evied for
i nprovenents in connection with the property.

(3)t2) O her real property held by an insurer shal
not be valued at an anount in excess of fair value as
determ ned by recent appraisal. If the valuation of rea
property is based on an appraisal nore than 5 3 years old, the
departnment may, at its discretion, call for and require a new
appraisal in order to determine fair nmarket val ue.

(4) £3) Personal property acquired pursuant to chatte
nort gages nade in accordance with s. 625.329 shall not be
val ued at an anount greater than the unpaid bal ance of
principal and accrued interest on the defaulted | oan at the
date of acquisition, together with taxes and expenses i ncurred
in connection with such acquisition, or the fair value of such
property, whichever anmount is the |esser

(54 In carrying out its responsibilities under this
section, in the event that the departnent and the insurer do
not agree on the value of real or personal property of such
insurer, the departnment may retain the services of a qualified
real or personal property appraiser. |In the event it is
subsequently deternined that the insurer has overval ued
assets, the departnent shall be reinbursed for the costs of
the services of any such appraiser incurred with respect to
its responsibilities under this section regarding an insurer
by said insurer and any rei nbursenent shall be deposited in
t he I nsurance Conm ssioner's Regulatory Trust Fund.

(6) Any insurer that reported real estate as of

Decenber 31, 2000, with a value in excess of that all owed by

subsection (1) shall conply with the requirenments of that

subsecti on begi nning January 1, 2001

19
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1 Section 20. Section 625.322, Florida Statutes, is
2 | anended to read:
3 625.322 Collateral loans.--An insurer may invest in
4] loans with a maturity not in excess of 12 years fromthe date
5| thereof which are secured by the pledge of assets pernmitted by
6| part | of this chapter seecurities—eHgibltefor—investrent
7 I N I I I Led . Y
sl e . L I . o I
9 . . " . I I e I
10 i
11
12
13

15 | vatve—of—the—potieies—ptedged— Loans nade pursuant to this

16 | section shall not be admitted as an asset when it is

17 | consi dered probabl e that any portion of the anobunts due under
18 | the contractual terns of the loan will not be collected

19

20| toean. Collateral loans reported in financial statenments filed
21 | with the departnment shall not exceed the value of the

22 | collateral held by the conpany.

23 Section 21. Section 641.183, Florida Statutes, is

24 | created to read:

25 641.183 Statutory accounting procedures; transition
26 | provisions.--All health mai ntenance organi zati ons, authorized
27 | to do business under this chapter on January 1, 2001, shal

28 | elect a transition nethod for conpliance with statutory

29 | accounting principles as foll ows:

30 (1) Report assets acquired prior to June 30, 2001 in
31| accordance with s. 641.35, Florida Statutes (2000), through

20
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Decenber 31, 2005. Assets acquired on or after June 30, 2001
shall be accounted for in accordance with the Nationa

Associ ation of | nsurance Conmmi ssioners Accounting Practices

and Procedures Manual effective January 1, 2001. A health

nai nt enance organi zation electing to report assets pursuant to

this subsection shall nmmintain conplete and detail ed records

reflecting such accounting treatnent; or

(2) Report all assets in accordance with the NAIC

Accounting Practices and Procedures Manual effective January
1, 2001.

Section 22. Subsections (16), (17), and (20) of
section 641.19, Florida Statutes, are anended to read:

641.19 Definitions.--As used in this part, the term

(16) "Reporting period" neans the annual cal endar year
accounting period or any part thereof er—thefisecat—year—of
the—heat-th—raintenance—organization.

(17) "Statutory accounting principles" neans

accounting principles as defined in the National Association

of Insurance Commi ssioners Accounting Practices and Procedures

Manual effective January 1, 2001 generaty—aceepted—accounting
neiphes it ed " .

L I . I . .
ol N I I r I L el F I L
I I r ey . .

Section 23. Subsections (1), (2), and (3) of section
641.35, Florida Statutes, are anended to read:

641.35 Assets, liabilities, and investnents.--

(1) ASSETS.--In any determ nation of the financi al
condition of a health naintenance organi zation, there shall be
al l oned as "assets" only those assets that are owned by the

21
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heal t h mai nt enance organi zati on and t hat whieh—assets consi st
of :

(a) Cash or cash equivalents in the possession of the

heal t h mai nt enance organi zation, or in transit under its
control, including the true bal ance of any deposit in a

sol vent bank, savings and | oan association, or trust conpany
which is domciled in the United States. Cash equival ents are

short-term highly liquid investnents, with origina

maturities of 3 nonths or less, which are both readily

convertible to known anpbunts of cash and so near their

maturity that they present insignificant risk of changes in

val ue because of changes in interest rates.

(b) Investnents, securities, properties, and | oans
acquired or held in accordance with this part, and in
connection therewith the followi ng itens:

1. Interest due or accrued on any bond or evidence of
i ndebt edness which is not in default and which is not val ued
on a basis including accrued interest.

2. Declared and unpaid dividends on stock and shar es,
unl ess the anmount of the dividends has otherw se been all owed
as an asset.

3. Interest due or accrued upon a collateral |oan
which is not in default in an anobunt not to exceed 1 year's
i nterest thereon.

4. Interest due or accrued on deposits or certificates
of deposit in solvent banks, savings and | oan associ ations,
and trust conpanies doniciled in the United States, and
i nterest due or accrued on other assets, if such interest is
in the judgnent of the departnent a collectible asset.

5. Interest due or accrued on current nortgage | oans,
in an anount not exceeding in any event the anount, if any, of

22
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1| the excess of the value of the property |ess delinquent taxes
2 | thereon over the unpaid principal; but in no event shal
3|interest accrued for a period in excess of 90 days be all owed
4 | as an asset.

5 66— Rent—due—or—acerdved—on—+ea—property—+f——such—rent
6 | rsnhet—n—-arrears—for—mpre—than3—ronrths— However—in—ho

7 | event—shatH—r+ent—acerued—for—aperiotditn—excess—of—90days—be
8 | aHewed—as—an—-asset-

9 +—Fhe—unacerdved—portion—of—taxespadprior—to—the
10 | due—date—on—+eat—property—

11 (c) Premiuns in the course of collection, not nore

12 | than 3 nonths past due, |ess conmi ssions payable thereon. The
13| foregoing limtation shall not apply to prem uns payabl e

14 | directly or indirectly by any governnental body in the United
15| States or by any of their instrunentalities.

16 (d) The full anmount of reinsurance recoverable froma
17 | solvent reinsurer, which reinsurance is authori zed under s.
18 | 624. 610.

19 , , , ,

23 | approvet—by—the—departrwent—

24 (e) £+ Pharnaceutical and medical supply inventories.
25 tg—FthetHgui-datten—vatve—of—prepa-ad—expenses—

26 (f) Goodwill created by acquisitions and nergers

27 | occurring on or after January 1, 2001

28 (g) Loans or advances by a heal th nai nt enance

29 | organi zation to its parent or principal owner if approved by
30 | the departnent.

31
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(h) Oher assets, not inconsistent with the provisions
of this section, deened by the departnent to be available for
t he paynent of |osses and clains, at values to be deterni ned
by it.

The departnent, upon determ ning that a health mai ntenance
organi zation's asset has not been evaluated according to
applicable law or that it does not qualify as an asset, shal
require the health mai ntenance organi zation to properly
reeval uate the asset or replace the asset with an asset
suitable to the departnent within 30 days of receipt of
witten notification by the departnment of this deternination
if the renoval of the asset fromthe organization's assets
woul d inpair the organization's solvency.

(2) ASSETS NOT ALLOWED. --1n addition to assets
i mpliedly excluded by the provisions of subsection (1), the
followi ng assets expressly shall not be allowed as assets in
any determnation of the financial condition of a health
nMai nt enance organi zati on

(a) ©oetdwHSubscriber lists, patents, trade nanes,
agreenents not to conpete, and other |ike intangible assets.

(b) Any note or account receivable fromor advances to
officers, directors, or controlling stockhol ders, whether
secured or not, and advances to enpl oyees, agents, or other
persons on personal security only, other than those

transactions authorized under paragraph (1)(g).

(c) Stock of the health nmintenance organi zati on owned
by it directly or owned by it through any entity in which the
organi zation owns or controls, directly or indirectly, nore
than 25 percent of the ownership interest.

24
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(d) Leasehold inprovenents, nonnedical libraries,
stationery, literature, and nonnedi cal supply inventori es,

except that |easehold inprovenents nmade prior to Cctober 1,
1985, shall be allowed as an asset and shall be anorti zed over
the shortest of the follow ng periods:

1. The life of the |ease.

2. The useful life of the inprovenents.

3. The 3-year period follow ng Cctober 1, 1985.

(e) Furniture, fixtures, furnishings, vehicles,
nedi cal |ibraries, and equi prent —ether—than—those—+tens
atthorized—under—paragraph—(H-(e)r.

(f) Notes or other evidences of indebtedness which are
secured by nortgages or deeds of trust which are in default
and beyond the express period specified in the instrunent for
curing the default.

(g) Bonds in default for nore than 60 days.

(h) beferred—ecosts—other—thanthetHguidation—vatue—of

Prepai d and deferred expenses.

(i) Any note, account receivable, advance, or other
evi dence of i ndebtedness, or investnent in:
1. The parent of the health naintenance organization
2. Any entity directly or indirectly controlled by the
heal t h mai nt enance organi zati on parent; or
3. An affiliate of the parent or the health
nmai nt enance organi zation

except as allowed in subsections(1),(11),and (12). The

departnment may, however, allow all or a portion of such asset,
at values to be determined by the departnent, if deened by the
departnment to be available for the paynent of |osses and

cl ai ms.

25
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(3) LIABILITIES. --1n any deternination of the
financial condition of a health naintenance organization
liabilities to be charged against its assets shall include:

(a) The anount, estimated consistently with the
provisions of this part, necessary to pay all of its unpaid
| osses and clains incurred for or on behalf of a subscriber
on or prior to the end of the reporting period, whether
reported or unreported, including contract and prem um

deficiency reserves.

(b) The anount equal to the unearned portions of the
gross prem uns charged on heal th mmi ntenance contracts in
force.

(c) Taxes, expenses, and ot her obligations due or
accrued at the date of the statement.

The departnent, upon determ ning that a health mai ntenance
organi zation has failed to report liabilities that should have
been reported, shall require a corrected report which reflects
the proper liabilities to be subnitted by the organization to
the departnent within 10 working days of receipt of witten
notification.

Section 24. Any quarterly or annual statenment that is

required to be filed after the effective date of this act

shal |l be prepared in accordance with the provisions of this

act .

Section 25. This act shall take effect upon beconming a
| aw and section 24 of this act shall apply retroactively to
January 1, 2001.

26
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