CS for SB 1822 Second Engr ossed

1 Abill to be entitled

2 An act relating to insurance; anending s.

3 627.351, F.S.; revising provisions governing

4 financing arrangenents and di ssol utions;

5 providing |l egislative intent; anending s.

6 215.555, F.S.; redefining the term"covered

7 policy"; anending ss. 324.031, 324.032, F.S.

8 speci fyi ng manner of proving financi al

9 responsibility; anmending s. 631.904, F.S.

10 redefining the term"covered claini; anending
11 S. 625.041, F.S.; revising the liabilities that
12 a workers' conpensation insurer nmust include on
13 its financial statenments; providing retroactive
14 application; anending s. 626.926, F.S.

15 provi di ng circunstances under which a surplus
16 lines insurer may cancel a policy; anmending s
17 641. 35, F.S.; authorizing investnent of funds
18 of a health nmmintenance organi zati on in excess
19 of certain reserves and surplus under certain
20 ci rcunstances; providing a limtation; anmending
21 S. 624.4072, F.S.; extending the termof the
22 exenption fromtaxes and assessnents on
23 m nority-owned property and casualty insurers;
24 post poni ng the schedul ed repeal of the | aw
25 providing effective dates.
26
27| Be It Enacted by the Legislature of the State of Florida:
28
29 Section 1. Paragraph (c) of subsection (2) of section
30| 215.555, Florida Statutes, is anended to read:
31 215.555 Florida Hurricane Catastrophe Fund. --
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(2) DEFINITIONS.--As used in this section

(c) "Covered policy" neans any insurance policy
covering residential property in this state, including, but
not linmted to, any honeowner's, nobile hone owner's, farm
owner's, condom ni um associ ati on, condom ni um unit owner's,
tenant's, or apartnent building policy, or any other policy
covering a residential structure or its contents issued by any
aut hori zed insurer, including any joint underwiting
association or simlar entity created pursuant to |aw. The
term"covered policy" includes any collateral protection

i nsurance policy covering personal residences which protects

both the borrower's and the lender's financial interests, in

an anount at |east equal to the coverage for the dwelling in

pl ace under the | apsed honeowner's policy, if such policy can

be accurately reported as required i n subsection (5).

Additionally, covered policies include policies covering the
peril of wi nd renoved fromthe Florida Residential Property
and Casualty Joint Underwiting Association, created pursuant
to s. 627.351(6), or fromthe Florida Wndstorm Underwriting
Associ ation, created pursuant to s. 627.351(2), by an

aut hori zed insurer under the terms and conditions of an
execut ed assunption agreenent between the authorized insurer
and either such association. Each assunption agreenent between
ei ther association and such authorized insurer nust be
approved by the Florida Departnent of |nsurance prior to the
effective date of the assunption, and the Departnent of

| nsurance nust provide witten notification to the board

wi thin 15 worki ng days after such approval. "Covered policy"
does not include any policy that excludes w nd coverage or
hurricane coverage or any rei nsurance agreenent and does not

2
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1| include any policy otherwise neeting this definition which is
2| issued by a surplus lines insurer or a reinsurer
3 Section 2. Section 324.031, Florida Statutes, is
4 | anended to read:
5 324.031 Manner of proving financial
6 | responsibility.--The owner or operator of a taxicab
7| linobusine, jitney, or any other for-hire passenger
8 | transportation vehicle may prove financial responsibility by
9| providing satisfactory evidence of holding a notor vehicle
10| liability policy as defined in s. 324.021(8) or s. 324.151
11 | which policy is issued by an insurance carrier which is a
12 | menber of the Florida |nsurance Guaranty Associ ation. The
13 | operator or owner of any other vehicle may prove his or her
14 | financial responsibility by:
15 (1) Furnishing satisfactory evidence of holding a
16 | notor vehicle liability policy as defined in ss. 324.021(8)
17 | and 324. 151;
18 (2) Posting with the departnment a satisfactory bond of
19 | a surety conpany authorized to do business in this state,
20| conditioned for paynent of the anount specified in s.
21 | 324.021(7);
22 (3) Furnishing a certificate of the departnent show ng
23| a deposit of cash or securities in accordance with s. 324. 161
24 | or
25 (4) Furnishing a certificate of self-insurance issued
26 | by the departnment in accordance with s. 324.171
27
28 | Any person, including any firm partnership, association
29 | corporation, or other person, other than a natural person,
30| electing to use the nethod of proof specified in subsection
31| (2) or subsection (3) shall post a bond or deposit equal to
3
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1| the nunber of vehicles owned tines $30, 000, to a maxi num of
2| $120,000; in addition, any such person, other than a natura
3 | person, shall maintain insurance providing coverage in excess
4] of limts of $10,000/20,000/ 10,000 or $30,000 conbined single
5]limts, and such excess insurance shall provide mininumlimts
6 | of $125, 000/ 250, 000/ 50, 000$56,-666/-166,-666/ 56,660 or $300, 000
7 156,666 conbined single limts. These increased linits shal
8 | not affect the requirenents for proving financial
9| responsibility under s. 324.032(1).
10 Section 3. Subsection (1) of section 324.032, Florida
11| Statutes, is anended to read:
12 324.032 Manner of proving financial responsibility;
13 | for-hire passenger transportation vehicles.--
14 (1) Notwithstanding the provisions of s. 324.031, a
15| person who is either the owner or a |l essee required to
16 | mai ntain i nsurance under s. 324.021(9)(b) and who operates at
17 | | east 300 taxicabs, linousines, jitneys, or any other for-hire
18 | passenger transportation vehicles may prove financi al
19 | responsibility by satisfying the follow ng:
20 (a) Furnishing satisfactory evidence of holding a
21| notor vehicle liability policy as defined in s. 324.031; or
22 (b) Conplying with the provisions of s. 324.171, such
23| conpliance to be denonstrated by mamintaining at its principa
24 | pl ace of business an audited financial statenent, prepared in
25 | accordance with generally accepted accounting principles, and
26 | providing to the departnent a certification issued by a
27 | certified public accountant that the applicant's net worth is
28 | at least equal to the requirenents of s. 324.171 as determ ned
29 | by the Departnment of Insurance, including clains liabilities
30| in an anount certified as adequate by a Fellow of the Casualty
31| Actuarial Society.
4
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Upon request by the departnment, the applicant nust provide the
departnment at the applicant's principal place of business in
this state access to the applicant's underlying financial
information and financial statenents that provide the basis of
the certified public accountant's certification. The
appl i cant shall reinburse the requesting departnent for al
reasonabl e costs incurred by it in review ng the supporting
information. The maxi num anount of self-insurance pernissible
under this subsection is$300, 000$166-666 and nust be stated
on a per-occurrence basis, and the applicant shall naintain
adequat e excess insurance issued by an authorized or eligible
insurer |icensed or approved by the Departnent of |nsurance.
Al'l risks self-insured shall remain with the owner or |essee
providing it, and the risks are not transferable to any other
person, unless a policy conplying with paragraph (a) is
obt ai ned.

Section 4. Subsection (2) of section 631.904, Florida
Statutes, is anended to read:

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

(2) "Covered clainmt neans an unpaid claim including a
claimfor return of unearned prem uns, which arises out of, is
within the coverage of, and is not in excess of the applicable
limts of, an insurance policy to which this part applies,
whi ch policy was issued by an insurer and which claimis nade
on behal f of a clainmant or insured who was a resident of this
state at the tinme of the injury. The ternfcovered cl ai nf does

not include any anount sought as a return of pren um under any

retrospective rating plan;any anount due any reinsurer

i nsurer, insurance pool, or underwiting association, as
subrogation recoveries or otherw se; or any return of prem um

5
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1| resulting froma policy that was not in force on the date of
2| the final order of |iquidation. Menber insurers have no right
3| of subrogation against the insured of any insolvent insurer
4| This provision shall be applied retroactively to cover clains
5] of an insolvent self-insurance fund resulting from accidents
6| or losses incurred prior to January 1, 1994, regardl ess of the
7 | date the Departnent of Insurance filed a petition in circuit
8 | court alleging insolvency and the date the court entered an
9 | order appointing a receiver.
10 Section 5. Effective upon beconing a | aw and operating
11 | retroactively to January 1, 2002, subsection (5) is added to
12 | section 625.041, Florida Statutes, to read:
13 625.041 Liabilities, in general.--1n any deternination
14 | of the financial condition of an insurer, liabilities to be
15| charged against its assets shall include:
16 (5) Any insurer in this state which wites workers
17 | conpensation insurance shall accrue a liability on its
18 | financial statenments for all Special Disability Trust Fund
19 | assessnents that are due within the current cal endar year. In
20 | addition, such insurers shall also disclose in the notes to
21| the financial statenents required to be filed pursuant to s.
22 | 624.424 an estimate of future Special Disability Trust Fund
23 | assessnents, if such assessnents are likely to occur and can
24 | be estimated with reasonabl e certainty.
25 Section 6. Section 626.926, Florida Statutes, is
26 | anended to read:
27 626. 926 Liability of insurer as to | osses and unear ned
28 | prem uns. - -
29 (1) If an unauthorized insurer or a person authorized
30| by it has bound the risk as to a surplus |ines coverage pl aced
31| under this Surplus Lines Law, and if the prem umtherefor has
6
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1| been received by the surplus lines agent or originating agent
2 | who placed such insurance, then in all questions thereafter
3| arising under the coverage as between the insurer and the
4| insured, the insurer shall be deened to have received the
5] premiumdue to it for such coverage; and the insurer shall be
6|liable to the insured as to | osses covered by such insurance,
7 | and for unearned preni uns whi ch may becone payable to the
8 | insured upon cancell ati on of such insurance, whether or not in
9] fact the surplus lines agent is indebted to the insurer with
10 | respect to such insurance or for any other cause. However, if
11| the premumis financed and the surplus lines insurer or the
12 | surplus |ines agent does not receive the premum the surplus
13| lines insurer may cancel the policy pursuant to s. 626.9201
14 (2) Each unauthorized insurer assuming a surplus |ines
15 ]| direct risk under this Surplus Lines Law shall be deened
16 | thereby to have subjected itself to the terns of this section
17 Section 7. Subsection (15) of section 641.35, Florida
18 | Statutes, is anended to read:
19 641.35 Assets, liabilities, and investnents. --
20 (15) SPECHAL—CONSENT | NVESTMENT OF EXCESS FUNDS. - -
21 (a) After satisfying the requirenents of this part,
22 | any funds of a health mai ntenance organi zation in excess of
23| its statutorily required reserves and surplus may be invest ed:
24 1. Wthout limtation in any investnents otherw se
25| authori zed by this part; or
26 2. In such other investnents not specifically
27 | authori zed by this part provided such i nvestnents do not
28 | exceed the |l esser 5 percent of the health mai ntenance
29 | organi zation's adnitted assets or 25 percent of the anmount by
30 | which a health mai ntenance organi zation's surplus exceeds its
31| statutorily required mni num surplus. A health naintenance
7
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1| organi zation may exceed the linitations of this subparagraph
2|l only with the prior witten approval of the departnent.
3 (b) Nothing in this subsection authorizes a health
4 | mai nt enance organi zation to:
5 1. Invest any funds in excess of the anpunt by which
6|its actual surplus exceeds its statutorily required m ni mum
7 | surplus; or
8 2. Make any investnent prohibited by this code Any
9 | iavestent—of—theheatth—rmaintenance—organization—s—funds—not
10 | enurerated—i+n—this—part—regqures—theprior—approval—oeft—the
11 | departrent.
12 Section 8. Section 624.4072, Florida Statutes, is
13 | anended to read:
14 624. 4072 Mnority-owned property and casualty
15 ) insurers; limted exenption for taxation and assessnents. --
16 (1) A mnority business that is at |east 51 percent
17 | owned by nminority persons, as defined in s. 288.703(3),
18 | initially issued a certificate of authority in this state as
19 | an authorized insurer after May 1, 1998, and before January 1,
20 | 2002,to wite property and casualty insurance shall be
21 | exenpt, for a period not to exceed 10 5 years fromthe date of
22 | receiving its certificate of authority, fromthe foll ow ng
23 | taxes and assessments:
24 (a) Taxes inposed under ss. 175.101, 185.08, and
25 | 624.5009;
26 (b) Assessnents by the Florida Residential Property
27 | and Casualty Joint Underwiting Association or by the Florida
28 | Wndstorm Underwiting Association, as provided under s.
29| 627. 351, except for energency assessnents collected from
30 | policyholders pursuant to s. 627.351(2)(b)2.d.(Ill) and
31| (6)(b)3.d. Any such insurer shall be a nenber insurer of the
8
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Fl orida Wndstorm Underwriting Association and the Florida
Resi dential Property and Casualty Joint Underwiting

Associ ation. The prem uns of such insurer shall be included in
determ ning, for the Florida Wndstorm Underwiting

Associ ation, the aggregate statewide direct witten prem um
for property insurance and in determning, for the Florida
Resi dential Property and Casualty Joint Underwiting

Associ ation, the aggregate statewide direct witten prem um
for the subject lines of business for all nenber insurers.

(2) Subsection (1) applies only to personal |ines and
commercial lines residential property insurance policies as
defined in s. 627.4025, and applies only to an insurer that
has enployees in this state and has a hone office or a
regional office in this state. Wth respect to any tax year
or assessnent year, the exenptions provided by subsection (1)
apply only if during the year an average of at |east 10
percent of the insurer's Florida residential property policies
in force covered properties located in enterprise zones
desi gnated pursuant to s. 290. 0065.

(3) The provision of the definition of "mnority
person" in s. 288.703(3) that requires residency in Florida
shall not apply to the term"nminority person" as used in this
section or s. 627.3511.

(4) This section is repeal ed effective Decenber 31
2010 Juby—1—2663, and the tax and assessnent exenptions
aut hori zed by this section shall term nate on such date.

Section 9. Effective July 1, 2002, and contingent upon
SB 1418 beconing a | aw, paragraph (k) of subsection (6) of
section 627.351, Florida Statutes, is anended and paragraph
(p) is added to that subsection, to read:

9
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(6) ClTIZENS RESHPENTHAE PROPERTY | NSURANCE
CORPORATI ON  AND—CASUALTY—J3OHNT—UNBERWRHTHHNG-ASSOCHATHON. - -

(k) Upon a determination by the departnent board—-of
governors that the conditions giving rise to the establishnent
and activation of the corporation asseciati+oen no | onger exi st,
ant—upon—the—consent—thereto—by—order—of—the—departrentst he
cor poration assectatt+oerr i s di ssol ved. Upon dissolution, the
assets of the association shall be applied first to pay al
debts, liabilities, and obligations of the corporation
assoectat+on, including the establishnment of reasonabl e
reserves for any contingent liabilities or obligations, and
all remmining assets of the corporation assetciati+oen shal
becone property of the state and deposited in the Florida
Hurri cane Catastrophe Fund. However, no dissolution shall take

effect as long as the corporation has bonds or other financial

obl i gati ons out standi ng unl ess adequate provisi on has been

nmade for the paynent of the bonds or other financial

obligations pursuant to the docunents authorizing the i ssuance

of the bonds or other financial obligations.

(p) In enacting the provisions of this section, the

Legi sl ature recogni zes that both the Florida Wndstorm

Underwriting Association and the Residential Property and

Casualty Joint Underwriting Association have entered into

financing arrangenents that obligate each entity to service

its debts and maintain the capacity to repay funds secured

under these financing arrangenents. It is the intent of the

Legislature that nothing in this section be construed to

conpronise, dimnish, or interfere with the rights of

creditors under such financing arrangenents. It is further the

intent of the Legislature to preserve the obligations of the

Fl ori da Wndstorm Underwriting Associ ation and Residentia

10
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Property and Casualty Joint Underwiting Association with

regard to outstanding financing arrangenents, with such

obligations passing entirely and unchanged to the corporation

and, specifically, to the applicable account of the

corporation. So |long as any bonds, notes, indebtedness, or

ot her financing obligations of the Florida W ndstorm

Underwriting Association or the Residential Property and

Casualty Joint Underwriting Association are outstandi ng, under

the terns of the financing docunments pertaining to them the

governi ng board of the corporation shall have and shal

exercise the authority to | evy, charge, collect, and receive

all prem uns, assessnents, surcharges, charges, revenues and

recei pts that the associations had authority to | evy, charge,

collect, or receive under the provisions of subsection (2) and

subsection (6), respectively, as they existed on January 1,

2002, to provide noneys, w thout exercise of the authority

provided by this subsection, in at |east the anpunts, and by

the tinmes, as would be provided under those forner provisions

of subsection (2) or subsection (6), respectively, so that the

val ue, anount, and collectability of any assets, revenues, or

revenue source pledged or committed to, or any lien thereon

securing such outstandi ng bonds, notes, indebtedness, or other

financing obligations will not be dimnished, inpaired, or

adversely affected by the anendnents nade by this act and to

permt conpliance with all provisions of financing docunents

pertaining to such bonds, notes, indebtedness, or other

financing obligations, or the security or credit enhancenent

for them and any reference in this subsection to bonds,

not es, indebtedness, financing obligations, or simlar

obligations, of the corporation shall include like instrunents

or contracts of the Florida Wndstorm Underwriting Associ ati on

11
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and the Residential Property and Casualty Joint Underwiting

Association to the extent not inconsistent with the provisions

of the financing docunents pertaining to them

Section 10. The anendnents to section 627.351, Florida

Statutes, in this act prevail over any conflicting anendnents

to that section contained in SB 1418.

Section 11. Except as otherw se expressly provided in
this act, this act shall take effect July 1, 2002.
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