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l. Summary:

In November 1998, the voters of Florida approved Congtitutional Amendment Number 8 which
merges two cabinet positions, the Comptroller and the Treasurer, into one Chief Financia

Officer cabinet postion, effective January 7, 2003. Since the Comptroller presently heads the
Department of Banking and Finance (DBF) and the Treasurer presently heads the Department of
Insurance (DOI), the status of these departments must be determined legidatively.

The committee subgtitute creates the Department of Financia Services (DFS) headed by the
Chief Financid Officer (CFO). A type two trander trandfers the functions and programs of the
Department of Banking and Finance and the Department of Insurance into the DFS

January 7, 2003. However, the Deferred Compensation Program of the Department of Insurance
istransferred to the Department of Management Services. The bill dso provides technical and
conforming changes to address the transfers of programs and functions of the departments, the
elimination of the Comptroller and Treasurer positions, and the creetion of the Chief Financid
Officer pogtion.

Sixteen divisons are established within DFS: (1) Treasury, (2) Consumer Services, (3) Insurer
Services, (4) Financid Indtitutions, (5) Risk Management, (6) State Fire Marshd, (7) Insurance
Fraud, (8) Rehahilitation and Liquidation, (9) Securities and Finance, (10) Information Systems,
(11) Legd Services, (12) Financid Investigations, (13) Accounting and Auditing, (14) Insurance
Agent and Agency Services, (15) Adminigtration, and (16) Workers Compensation.

The directors of the Divison of Financid Ingtitutions, the Divison of Securities and Finance,
and the Division of Insurer Services are designated, for purposes of ch. 120, F.S., as agency
heads for their respective divisions. These three divison directors are appointed by the Chief
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Financid Officer, subject to confirmetion and removal by the trustees of the State Board of
Adminigration. The bill specifies qudifications for these directors.

The bill dso transfers the Divison of Workers Compensation of the Department of Labor and
Employment Security to the Department of Financia Services by atype-two tranfer.

This bill substantialy amends the following chapters of the Horida Statutes: 11, 13, 14, 15, 16,

17, 18, 20, 24, 25, 26, 27, 28, 30, 40, 43, 48, 55, 57, 68, 77, 92, 99, 101, 103, 107, 110, 112, 114,
116, 120, 121, 125, 129, 131, 137, 145, 154, 163, 175, 185, 189, 190, 191, 192, 193, 195, 198,
199, 203, 206, 210, 211, 212, 213, 215, 216, 217, 218, 220, 228, 229, 231, 233, 236, 237, 238,
240, 242, 245, 250, 252, 253, 255, 257, 258, 259, 265, 267, 272, 280, 282, 284, 287, 288, 289,
292, 313, 314, 316, 320, 322, 324, 326, 331, 336, 337, 339, 344, 350, 354, 365, 370, 373, 374,
376, 377, 378, 381, 388, 391, 392, 393, 394, 400, 401, 402, 403, 404, 408, 409, 411, 413, 414,
420, 430, 440, 443, 447, 450, 456, 468, 473, 475, 489, 494, 497, 498, 499, 501, 509, 513, 516,
517, 518, 519, 520, 526, 537, 548, 550, 552, 553, 554, 559, 560, 561, 562, 567, 569, 570, 574,
589, 597, 601, 607, 609, 617, 624, 625, 626, 627, 628, 629, 631, 632, 633, 634, 635, 636, 641,
642, 648, 650, 651, 655, 657, 658, 660, 687, 697, 713, 716, 717, 718, 719, 721, 723, 732, 733,
744, 766, 768, 790, 791, 817, 839, 849, 860, 896, 903, 925, 932, 938, 939, 943, 944, 946, 947,
950, 957 and 985. The hill aso reped s the following sections of the FHorida Statutes: 18.03,

18.07, 18.09, 18.091,18.22, 20.12, 20.13, 20.171(5)(b), and 657.067.

Present Situation:

Article IV of the State Condtitution establishes the executive branch of state government and
provides that theA. . . supreme executive power shdl be vested in agovernor.f Nevertheless, the
State Condtitution requires the Governor to share some executive powers with six eected cabinet
officers

The Attorney Generd

The Commissoner of Agriculture
The Commissioner of Education
The Comptroller

The Secretary of State

The Treasurer

N NN N NN

In addition to condtitutiond responghbilities, the Legidature has designated each cabinet member
as adepartment head with statutory duties. Cabinet officers also share powers and duties when
gtting as the Governor and Cabinet. When in this form, the Governor and Cabinet may condtitute
adepartment head or aboard. This collegia form of state government is unique to Horida

The future configuration of the Cabinet was adtered in November of 1998, by the adoption of
Congtitutional Amendment No. 8. The amendment, which passed by amargin of 55.5 percent to
44.5 percent, modifies the Cabinet in the year 2003. Among other changes, the amendment
merges the offices of the Treasurer and the Comptroller into one Chief Financia Officer. Asa
result of these modifications, the new state Cabinet will consst of an Attorney Generd, a
Commissioner of Agriculture, and a Chief Financid Officer. Asthe Comptroller heads the
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Department of Banking and Finance (DBF) and as the Treasurer heads the Department of
Insurance (DOI), the status of these departments must be determined.

A. Comptroller and Department of Banking and Finance

Article 1V, s. 4(d) of the State Condtitution, provides that the Comptroller is the chief fiscal
officer of the state, and that this officer settles and gpproves accounts againgt the state. The
Comptroller ensures that al money paid into the State Treasury has been deposited correctly,
that the expenditures of state agencies have been gppropriated by the Legidature, and that the
date's generd fisca matters are in compliance with sate laws and regulations.

Chapter 17, F.S., outlines the duties of the Comptroller. Section 17.011, F.S,, authorizes the
Compitroller to gppoint an Assstant Comptroller.

Under s. 17.03, F.S,, the Comptroller audits clams against the state. The Comptroller, using
generdly accepted auditing procedures for testing or sampling, is required to examine, audit, and
settle dl accounts, claims, and demands againg the state that arise under any law or resolution of
the Legidature, and to issue awarrant to the Treasurer to make payment out of the State
Treasury. The section aso authorizes the Compitroller to establish dollar thresholds gpplicable to
each invoice amount, as well as to establish criteriafor testing or sampling invoices on a presudit
and postaudit basis.

Further, the section authorizes the Comptroller to adopt procedura and documentation standards
for payment requests and to provide training and technical assistance to agencies. Findly, the
section places alegd duty on the Comptroller for delivering al state warrants and charges the
Comptroller with the officid respongbility of the protection and security of the state warrants
held by the office.

In addition to the congtitutional duties of the Comptroller, the Legidature appointed the
Comptroller as head of the Department of Banking and Finance (DBF).! The former
departmentd divisons previoudy identified in satute are no longer specified. Nevertheless, a
the time of thisreport, the DBF is dtill organized aong divison lines:

1. Division of Accounting and Auditing.
2. Division of Banking.®
3. Division of Securities and Finance*

1The Department of Banking and Financeis created in s 20.12, F.S.

2The Division of Accounting and Auditing ensures public funds are properly accounted for, provides information on how
state funds are expended, and informs the public on the financial status of the state. The state's electronic fund transfer (EFT)
isadminigtered through this divison, aswell. Additiondly, the division investigates dlegations of fraud, waste, or abuse by
dtate agencies or employees and operates an anonymous hotline service for persons to report unscrupul ous activity.

3The Division of Banking charters, examines, and regul ates State-chartered financial intitutionsto ensure that deposits are
protected from loss. Applications for new banks, savings associations, foreign banks, credit unions and trust companies, as
well as acquisitions, mergers, cross-industry conversions, changes of contral, requests for trust the division processes powers
and branches. The division aso examines each financid ingtitution under itsjurisdiction periodically and issues and monitors
formd and informa enforcement actions.

“The Division of Securities and Finance protects consumers of the securities and finance industries from illegal financial
activities. Applications for registration of non-exempt securities are reviewed prior to public offerings. Applications for



BILL: CS/CS/SB's 662 and 232 Page 4

4. Division of Information Systems®

There are dso anumber of officesin the DBF.? Offices with regulatory responsibility include the
Office of Unclaimed Property” and the Office of Financid Investigations® The fallowing
datutory provisons confer chartering, regulaory, and civil enforcement powers of the
department:

Chapter 494, F.S. - Mortgage Brokerage and Mortgage Lending
Chapter 497, F.S. - Florida Funerd and Cemetery Services Act
Chapter 516, F.S. - Horida Consumer Finance Act

Chapter 517, F.S. - Forida Securities and Investor Protection Act
Chapter 520, F.S. - Retall Ingadlment Sdles

Chapter 559, F.S. - Regulation of Trade, Commerce, and Investments
Chapter 560, F.S. - Money Transmitters Code

Chapters 655 through 665, F.S. - Financid Indtitutions Codes
Chapter 716, F.S. - Escheats

Chapter 717, F.S. - Horida Dispostion of Unclaimed Property Act

The DBF has 910 authorized positions for FY 2001-2002. There are Six budget entitiesin the
DBF: (1) Comptraller/Divison of Adminigration; (2) Divison of Information Systems;

(3) Financid Accountability for Public Funds Program (Division of Accounting and Auditing);
(4) Financid Inditutions Regulatory Program (Divison of Banking); (5) Unclaimed Property
Program; and (6) Consumer Financid Protection and Industry Authorization Program (Divison
of Securities and Finance and Office of Financid Investigetions).

Departmenta functions are funded through both generd revenue and trust funds. Fifty-five
percent of the operating budget is from generd revenue, with the remainder from the following
seven trust funds:

registration of securities dedlers, investiment advisers, branch offices and associated persons are reviewed toensure
compliance with statutes and rules. The division aso conducts examinations of affairs, books, and records of registrants.
Further, the division reviews gpplications for licensure of money tranamitters, motor vehicle instalment sdllers, retail
ingtalment sdllers, sdes finance companies, home improvement installment sdllers, mortgage brokers and lenders, consumer
finance companies, and consumer and commercia collection agencies. Cemetery companies are dso regulated.

>The Division of Information Servicesis responsible for the Florida Accounting Information Resource (FLAIR) and the
internd regulatory and licensing system of the department. FLAIR is aunified accounting system used by al state agencies
and the ten state universities to account for the state's budget. Thistask is accomplished by use of a mainframe computer a
the State Comptroller's Data Center (SCDC). The state's $18 million yearly payments, the appropriations and budgeting
system (LAS/PBS), and gpplications maintained by the State Treasurer are run a the SCDC. Additiondly, the SCDC prints
automobiletitles for the Department of Highway Safety and Motor Vehicles.

There are anumber of officesin the department, including, the Office of Financia Investigations, the Office of the Generdl
Counsd, the Office of Training and Development, the Office of Legidative Affairs, the Office of Research and Planning, the
Office of Public Information, the Office of Unclaimed Property, and the Office of Cabinet Affairs.

"The Office of Undaimed Property holds unclaimed assetsin protective custody for missing owners. The office currently
holds approximately $550 million in undaimed assts.

8The Office of Financia Investigations responds to consumer complaints alleging violations of individual's or companies
regulated by the DBF. The Comptroller's Hotline and the Funeral and Cemetery Services Hatline are operated in this office.
The office aso conductsinvestigations into alegations of suspected fraud againgt state government and white-collar crimina
activities.
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Administrative Trust Fund®

Working Capital Trust Fund™©

Consolidated Payment Trust Fund**

Regulatory Trust Fund*?

Finandial Intitutions Regulatory Trus Fund®®
Anti-Fraud Trust Fund*

Comptroller's Federd Equitable Sharing Trust Fund™®

Additionally, federal funds going to Florida counties pass through the DBF.2® Aswel, the DBF
has a non-operating budget in a number of trust funds'’

The Comptroller aso sits on various boards, commissions, and public-private organizations.'®
The Comptroller also makes appointments to various boards, councils, and commissions. Under
s. 112.215(8)(a)4.d., F.S., the Comptroller appoints one member, who must be an employee of
the Comptroller, to the Deferred Compensation Advisory Council. The Comptroller isaso
required to appoint two members to the Florida Commission on the Status of Women. Further,
under s. 497.101(1), F.S., the Comptroller nominates members to the Board of Funeral and

®This fund provides some operating funds for the Comptroller/Division of Administration and the Consumer Financial
Protection and Industry Authorization Program. Receipts are primarily from non-operating transfers from other agency trust
funds.

19The Working Capital Trust Fund isfor theinternal systems support provided other agency budget entities. Receipts are
from operating transfers (data processing appropriations) from the other budget entities.

HThe Consolidated Payment Trust Fund provides long term financing for equipment needs of state agencies. Investment
earnings on the trust fund balance generate receipts for the fund.

12The Regulatory Trust Fund provides operating funds for the Consumer Financial Protection and Industry Authorization
Program and for the Unclaimed Property Program. The primary source for receiptsin thisfund isfrom chargesto regulated
industries.

13The Financid Ingtitutions Regulatory Trust Fund is an operating fund for the Financial Ingtitutions Regulatory Program.
Receipts are from charges paid by regulated indudtries.

4The Anti-Fraud Trust Fund provides funds for the Consumer Financial Protection and Industry Authorization Program.
Fines and reimbursements for cogts of investigations and prosecutions fund this account.

15The Comptroller's Federal Equitable Sharing Trust Fund provides resources for the Consumer Financia Protection and
Industry Authorization Program. Receipts for the fund come primarily from shared revenue under Federd Asset Sharing
Programs.

5 Funds from the Federal Use of State Lands Trust Fund.

7Child Support Clearing Trust Fund, Collector/IR Clearing Trust Fund, Consolidated/Misc. Deductions Clearing Trust Fund,
EFT Clearing Trust Fund, Employee/Refund Clearing Trust Fund, Federa Tax Levy Clearing Trust Fund, Florida Retirement
Clearing Trust Fund, Hospitd Insurance Tax Clearing Trust Fund, Restoration Trust Fund, Socia Security Clearing Trust
Fund, Trust Funds under s. 215.18, F.S., Working Capital Fund, Tobacco Settlement Clearing Trust Fund, Unclaimed
Property Trust Fund, Mortgage Brokerage Guaranty Trust Fund, Preneed Funera Contract Consumer Protection Trust Fund,
and Securities Guaranty Trust Fund.

18The Comptroller sits on the following entities: State Board of Administration under Art. X11, s. 9 of the State Constitution;
Governing Board Secretary of the Divison of Bond Finance under s. 215.67, F.S,; State Board of Education under Art. XI,

S. 2 of the State Congtitution and s. 229.012, F.S.; Board of Directors of Export Finance Corporation under s. 288.776, F.S;
Financid Management Information Board under s. 215.95, F.S; Chair of the Financid Management Information System
Coordineting Council under s. 215.96, F.S.; Board of Directors of the Hurricane Catastrophe Fund Finance Corporation
under s. 215.555, F.S.; Board of Directors of the Inland Protection Financing Corporation under s. 376.3075, F.S.; Innovation
Committee under s. 216.235, F.S.; Board of Trustees of the Interna Improvement Trust Fund under s. 253.02, F.S;
Governor's Committee on Interstate Cooperation under s. 13.05, F.S,; Palitica Party State Executive Committee under

s. 103.091, F.S.; Prepaid Postsecondary Education Expense Board under s. 240.551, F.S.; Speciad Disability Trust Fund
Financing Corporation under s. 440.49, F.S.; Technology Council under s. 282.3091, F.S,; and the Uniform Chart of
Accounts Development Committee under s. 281.325, F.S.
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Cemetery Services (which is created within the DBF). The Comptroller is required to nominate
three persons per vacancy. The Governor must make gppointments from the nominees.
Additionally, pursuant to s. 440.49, F.S., the Comptroller makes appointments to the Specia
Disability Trugt Fund Privatization Commission. The Comptroller dso sdlectsa WAGES
Program Employment Project Coordinator under s. 414.030, F.S.

B. Treasurer and the Department of I nsurance

The cabinet post commonly referred to as the ATreasurer(l actualy encompasses the duties of the
Treasurer, Fire Marshd, and Insurance Commissioner. Statute designates the Treasurer's title as
the Alnsurance Commissioner and Treasurer.§°

Article 1V, s. 4(€) of the State Condtitution, provides:

The treasurer shdl keep dl state funds and securities. He shall disburse state funds only
upon the order of the compitroller. Such order may bein any form and may require the
disbursement of state funds by eectronic means or by means of a magnetic tape or any
other transfer medium.

Chapter 18, F.S., establishes more specific requirements relating to the Treasurer- pogtion.
Section 18.02, F.S,, provides that the Treasurer isto pay al warrants on the treasury drawn by
the Comptroller and other orders by the Comptroller for the disbursement of state funds. No
money isto be paid out of the treasury except on such warrants or other orders of the
Comptroller.

The Treasurer maintains three demand accounts in Florida banks chosen on abid basis. These
accounts are used as depositories for state agencies, for payment of state warrants, and for
making investment transactions. Sufficient cash isleft in the accounts to cover daily
disbursements and compensating balances;, al other funds are invested. The Treasurer receives
and disburses more than $38 billion annudly in state collections from al sources.

The Treasurer's office is responsible for investing genera funds and trust funds. The Treasurer is
a so the cash manager for Florida state government, performs consulting services and operates a
statewide cash concentration account in this capacity.

The Treasurer's office is responsible for protecting and servicing funds and securities deposited
as a prerequisite to doing business in the date. The Treasurer's office is currently providing this
trust service to the Department of Banking and Finance, the Department of Management
Services, the Department of Insurance, the Florida Lottery, the Department of Transportation,
and the Board of Regents.

Asadminigtrator of the Forida Security for Public Deposits Acts, the Treasurer oversees and
monitors public fundsin excess of $2.7 billion on deposit in 292 banks and savings associations.
Thisis a centrdized statewide collateraization program designed to ensure that public deposits

15ection 20.13(1), F.S.
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of the state and its political subdivision maintained in Florida banks and savings associations are
fully protected from loss.

The Treasurer isresponsble for the overdl adminigration of the State Employees Deferred
Compensation Program. The Treasurer educates prospective and current participants, distributes
informationa materids, markets the program by conducting presentations and seminars
throughout the state, monitors performance of al investment options available to participants,
pays dl benefit recipients, and manages many other functions.

In addition to the financid respongbilities of the Treasurer, the Legidature has designated the
Treasurer as the head of the Department of Insurance (DOI).?° The Insurance Commissioner and
Treasurer isresponsble for many types of insurance, including life, property, casudty, title,
viatica, marine, fiddity, surety, surplus lines, and hedlth insurance. He aso regul ates rates and
gpproves dl policy forms. The agency head is aso required to determine that insurance
companies seeking to do business in Horida are financially sound and continue to be sound once
gpproved to do businessin the state.

The DO is required to conduct afinancid examination of each domestic insurer & least once
every three years®* The DOl may accept an independent certified public accountant's audit
report in lieu of making its own examination and may conduct an examination every five years,
rather than every three years, for an insurer that has held a certificate of authority without a
change in ownership for more than 15 years. Under the DOI's current practice, neither of these
exceptions to the 3-year mandatory examination is exercised. For aforeign insurer, the DOl may
conduct an examination as often as it deems advisable but in practice, the DOI relies upon the
examindtion by the regulatory authority in the insurer's state of domicile, except in rare
circumstances.

The DOI dso may conduct a market conduct examination of each authorized insurer as often as
it deems necessary.?? Under current practice, the DOI exercisesits discretion to determine which
insurers to examine and how often. The DOI has increased its use of contracts with independent
professona examiners for market conduct examinations, as expresdy authorized by statute.

The Insurance Commissioner tests and licenses insurance agents, adjusters, and bail bond agents.
He enforces laws rlaing to hedth maintenance organizations, prepaid limited hedth service
organizations, continuing care contracts, automobile and home warranty associations, premium
finance companies, title insurance, fraterna benefit societies, and donor annuities.

The Insurance Commissioner is charged with investigating fraud in dl lines of insurance, plus
violations of the Insurance Code. Additiondly, the Insurance Commissioner administersthe
fundsfor retirement of police officers and firefighters. These funds are derived from certain
premium taxes on insurance written in cities meeting requirements to use these sate funds.

20stion 2013, F.S.
2lsation 624.316, F.S.
225etion 624.3161, F.S.
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Pursuant to s. 20.13(3)(a), F.S., the DOI must have an assistant Insurance Commissioner and

treasurer, three deputies, and agenera counsel. A deputy may aso serve as agenera counsd.

The statute creates 10 divisons within the DOI:

Division of Insurer Services?®

Division of Insurance Consumer Services?*
Division of Agents and Agencies Services®®
Division of Rehabilitation and Licuidation.?®
Division of Risk Management.2’

Division of State Fire Marshdl .%®

Division of Insurance Fraud.?®

Divison of Adminigration.

Division of Treasury.>°

0.  Divisonof Legd Services®!

ROO~NoOA~®WNE

Additionaly, a number of offices have been established in the DOI, which provide legd,
legidative, accounting, and administrative support.

ZThis division ensures that Florida citizens are protected by properly regulating insurance companies. The division monitors
the financia condition of insurance companies and approves insurance rates.

24The Division of Insurance Consumer Services assists, informs, and protects Floridians by helping them make better buying
decisons and by helping them understand the available products. A toll-free consumer hotline is maintained to answer
guestions and take complaints. The division maintains ten service offices throughout Florida

ZThe Division of Agents and Agencies Servicesis responsible for licensing, regulating and investigating the professiond
activities of insurance agents and agencies. Both the licensing and investigations sections of this division assure the public of
ardiablesavice

26The Division of Rehabilitation and Liquidation supervises, under court order, insurance companies that arein financia
trouble. Depending on the financid Situation of acompany, it iseither placed into rehabilitative supervision to help restore it
to agtable condition or liquidated.

2"The Division of Risk Management administers the state's property and casualty self-insurancetrust funds, including state
employees: workers compensation, state ligbility claims, and state property insurance daims. Safety and loss prevention are
a0 housed in this divison to educate and inform &l state employees of the importance of safety awareness.

28The Division of Fire Marshal investigates fires and suppresses arson. The division inspects state-owned and tate leased
property to determine compliance with fire safety codes. It dso enforces laws governing explosives, fireworks, fire
extinguishers, and sprinkler systems, aswell as establishes rules for safe use of theseitems. The investigative saff of this
division is sworn law enforcement officers. Additionaly, the divison operates a Fire and Arson Laboratory in Quincy,
Floridathat providesfire debris analyses and film development for the investigations. Further, the Florida State Fire College
(FSFC) isapart of the division, though its campusislocated in Ocaa, Florida.

29The Division of Insurance Fraud investigates all forms of insurance fraud, including illegal and unscrupulous activities by
agents, companies and consumers. Such investigations may leed to crimind prosecutions. All enforcement personnel are
sworn law enforcement officers.

30The Division of Treasury receives and disburses state funds from al sources, approximately $38 billion per year.
Additiondly, it invests state genera funds and trust funds. The division acts as the cash manager for state government,
performs consulting services and operates a statewide concentration account. The divison also is statutorily assigned
responghility for protecting and servicing funds and securities deposited as a prerequisite to doing businessin Florida. It dso
providestrust servicesto anumber of departments, including the Florida L ottery and the Board of Regents. Additiondly, the
division administersthe Florida Security for Public Deposits Acts, which oversees public funds on deposit in financia
indtitutions. The division is aso responsible for the State Employees Deferred Compensation Program.

31The Division of Legdl Services provideslegal representation for the DOI in administrative and judicia proceedings. It also
provideslegd opinionsto the public and the DOI concerning the interpretation and adminigtration of the Insurance Code and
related laws.
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The department has 1,486 authorized positions for FY 2001-2002. The DOI has 11 budget
entities, which are the ten divisons plus the Office of Information Services. Department
activities are totally funded through seven trust funds:

Treasurer's Administrative and Investment Trust Fund®?
Florida Casualty Insurance Risk Management Trust Fund®3
State Property Insurance Trust Fund®*

Agents and Solicitors County Tax Trust Fund®®

Fire College Trust Fund>®

Insurance Commissioner's Regulatory Trust Fund®’
Workers Compensation Administration Trust Fund*®

NN NNN NN

The Legidature has aso designated the Insurance Commissioner and Tressurer as the State Fire
Marsha.>® In this capacity, the Treasurer is responsible for investigating and suppressing arson,
educating firefighters and ensuring that sate-owned buildings are in conformance with fire
codes.

The Treasurer aso sits on various boards, commissions and public-private entities*® Under
S. 112.215(8)(a)4.b., F.S., the Treasurer appoints one member, who must be an employee of the

32The Treasurer's Administrative and Investment Trust Fund is the operating fund for the Division of Treasury. It covers
expensesincurred by the Treasurer in the performance of his duties, aswell as supports the program costs associated with the
State Employees Deferred Compensation Program. Receipts from an assessment againgt the average daily baance of funds
invested on behdf of state agencies, fees assessed for safekegping assets, and deferred compensation participant fees fund the
account.

33The Florida Casualty Insurance Risk Management Trust Fund is the state's self-insurance fund for payment of workers
compensation, generd liahility, automotive liability, federa civil rights claims, and court awarded attorney'sfees. The
primary source of income to the trust fund is from premiums and assessmentsimposed on state agencies and are provided
through the appropriations process.

34The State Property Insurance Trust Fund is a self-insurance fund for payment for damages to state buildings and contents
resulting from fire, lightning, sinkholes, and other hazards. Receipts are from premiums and assessments to Sate agencies.
35The Agents and Solicitors County Tax Trust Fund is a depository for the county tax portion of the agency/solicitor license
and gppointment fees and biennia renewa. The primary source of receiptsis from the county tax on agency appointments.
3%The Fire College Trust Fund provides funding for the Florida State Fire College and the Bureau of Fire Standards and
Training. Funding is through a surcharge on direct premiums written on commercia property for fire, dlied lines, or
multiperil insurance, admission fees, dorm rental fees, and the sale of books. Thisfund will be diminated on July 1, 2000,
and funds transferred to the Insurance Commissioner's Regulatory Trust Fund.

3"The Insurance Commissioner's Regulatory Trust Fund provides monies for the regulation of the insurance and fire
protection industries. Revenue from fines, taxes, licenses, examinations and other fees support the fund. Nine of the eleven
budget entities of the department are funded from thistrust fund. The two divisionsthat do not operate from this fund are the
Divisions of Treasury and Risk Management.

38 The Bureau of Workers Compensation Fraud of the Division of Fraud receives funding from the Workers Compensation
Adminigtration Trust Fund of the Division of Workers' Compensation within the Department of Labor and Employment
Security. Thetrust fund is funded by assessments on insurance companies, salf-insurance funds, assessable mutua
companies, the Workers Compensation Joint Underwriting Association, and self-insured employers.

9Sertion 633.01, F.S.

“Ogate Board of Administration under Art. X11, s. 9 of the State Constitution and s. 215.44, F.S.; Governing Board Treasurer,
Division of Bond Finance under s. 215.62, F.S.; Chair, Board of Directors, Comprehensive Hedlth Association under

S. 627.6488, F.S.; State Board of Education under Art. IX, s. 2 of the State Condtitution and s. 20.15, F.S,; Education
Technology Foundation under s. 239.251, F.S.; Financid Management Information Board under s. 215.95, F.S.; Financid

M anagement Information System Coordinating Council under s. 215.96, F.S.; Hedth Information Systems Council under

s. 381.90, F.S.; Hedlth Insurance Standardized Claim Form Development Committee under s, 408.7071, F.S.; Chair, Board of
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Treasurer, to the Deferred Compensation Advisory Council. Additionally, the Treasurer makes
appointments to various statutory boards, councils, and commissions.*!

C. Comptroller and Insurance Commissoner Working Group on Cabinet
Reor ganization

In May 1999, the Comptroller and Insurance Commissioner and Treasurer appointed an interna
working group on cabinet reorganization. The assgned task of the working group wasto explore
anarow range of feasble aternatives for the reorganization of congtitutiond and statutory

duties exercised by the Treasurer and Comptroller. The members of the working group were staff
of the Department of Insurance and the Department of Banking and Finance*> Theworking
group held workshops in Tallahassee, Orlando and Miami-Dade County.

The working group agreed to five guiddines that would guide the development of organizationa
structures:

1. OneAumbrellaagencyl for the regulation of banking, insurance,
Securities, and finance,

Directors, Hedlthy Kids Corporation under s. 624.91, F.S.; Board of Directors, Hurricane Catastrophe Fund Finance
Corporation under s. 215.555, F.S.; Board of Directors, Inland Protection Financing Corporation under s. 376.3075, F.S,
Board of Trustees of the Internal Improvement Trust Fund under s. 253.02, F.S.; Governor’s Committee on Interstate
Cooperation under s. 13.05, F.S.; Board of Directors, Motor Vehicle Theft Prevention Authority under s. 860.14, F.S,;

Ex Officio Treasurer, Pensacola Historic Preservation Board under s. 266.0015, F.S,; Palitical Party State Executive
Committee under s. 103.091, F.S,; Prepaid College Board under s. 240.551, F.S.; Board of Directors, Small Employer Hedlth
Reinsurance Program under s. 627.6699, F.S.; Specia Disability Trust Fund Financing Corporation under s, 440.49, F.S.; and
Workers Compensation Oversight Board under s. 440.4416, F.S.

“1Birth-Related Neurological Injury Compensation Association under s. 766.315, F.S;; Birth-Related Neurological Injury
Compensation Plan medical advisory pand under s. 766.308, F.S.; Boiler inspector under s. 554.105, F.S.; Board of Directors
Comprehensive Hedlth Association under s. 627.6488, F.S.; Comprehensive Hedlth Information System Advisory Council
under s. 408.05, F.S.; Consumer Advocate under s. 627.0613, F.S.; Continuing Education Advisory Board under

S. 626.2815, F.S,; Deferred Compensation Advisory Council under s 112.215, F.S,; Board of Directors, Horida Employee
Long Term Care Plan under s. 110.1227, F.S,; Firefighters Standards and Training Council under s. 633.31, F.S,; Hedlthy
Kids Corporation Board of Directors under s. 624.91, F.S.; Commission on Hurricane Laoss Projection Methodology under
S. 627.0628, F.S.; Conditution Committee and Board of Governors of Insurance Exchange under s. 629.401, F.S,; Board of
Governors of Joint Insurance Underwriting Associations under s. 627.311, F.S.; Long Term Care Interagency Advisory
Council under s. 430.710, F.S,; Board of Governors of Patient’s Compensation Fund under s, 766.103, F.S.; Public
Depository Advisory Committee under s. 280.05, F.S.; Board of Governors of Residentid Property and Casudty Joint
Underwriting Association under s. 627.351, F.S.; Risk Underwriting Committee under s. 627.351, F.S.; Smal Employer
Hedlth Benefit Plan Committee under s. 627.6699, F.S.; Smdl Employer Hedlth Reinsurance Program Board of Directors
under s. 627.6699, F.S.; Specid Disability Trust Fund Privatization Commission under s. 440.49, F.S,; Surplus Lines Service
Office Board of Governors under s. 626.921, F.S.; Windstorm Underwriting Associaion Board of Governors under

s. 627.351, F.S.; Commission on the Status of Women under s. 14.24, F.S.; Workers' Compensation | nsurance Guaranty
Associaion Board of Directors under s. 631.912, F.S,; Workers Compensation Insurance Joint Underwriting Plan, Chair,
Board of Governors under s. 627.311, F.S,; and the Workers Compensation Insurance Purchasing Alliance Board under

s. 627.992, F.S.

429t of the Department of Insurance that were assigned to the working group were: Peter Mitchell, Chief of Staff; Jose A.
Diez-Arguelles, Director of Policy Andysisand Intergovernmenta Relaions, David Rodriguez, Assistant to the Chief of
Staff; and Jean Whitten, Budget and Strategic Planning Director. Staff of the Department of Banking and Financethat were
assigned to the working group were: Art Simon, former State Representative and Director, Divison of Banking; Bruce
Berger, Director, Divison of Administrative Services; Linda Charity, Bureau Chief, Division of Banking; Alisa Goldberg,
Financia Control Andy<, Divison of Securities/Finance; and Rene Lewis, Senior Cabinet Aide.
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2. Reduce adminigtrative overheed.

3. Continue current organizationa structures, processes and activities.
4. Leadership responghility and organizationd flexibility.

5. Expansion of the consumer advocate.

Thefind report of the working group identified three organizational structures that could be
consdered for reorganizing the condtitutiond and statutory duties of the Comptroller and
Treasurer:

COMPTROLLER AND TREASURER WORKING GROUP IDENTIFIED

OPTIONS
OPTION DESCRIPTION
One Department This  dternative  combines  dl the
(ATwo into Oned) condtitutional and dtatutory duties of the

Comptroller and the Treasurer in a single
agency headed by the Chid  Fnandd

Officer.
Two Departments The Conditutionad and related functions of
(ATwo into Twog) the Comptroller and  Tressurer  ae

consolidated in a department headed by the
Chigf Financid Officer. The regulatory and
related functions presently assigned to the
Comptroller and the Treasurer are combined
into a new department. A person gppointed
by the Governor, the Governor and Cabing,
or the members of the State Boad of
Adminigration could head the regulatory

department.
Three Departments The conditutiond and related functions of
(ATwo into Threed) the Comptroller and  Tressurer  ae

consolidated into one department headed by
the Chief Financid Officer. The regulatory
and related functions presently assgned to
the Comptroller and the Treasurer reman in

separate departments.

The report of the working group aso identified a number of policy issues rdaing to dternative
organizational structures. These issueswere: (1) Umbrella Regulation - whether the reguletion of
banking, finance, securities and insurance should be combined in one agency; (2) Elected vs.
Appointed - whether an eected officia should continue to regulate the banking, finance,
securities and insurance industries; (3) Stand-aone CFO - whether the Chief Financid Officer
should be charged with regulatory responghbilities. The issues that were identified are
summarized in the fallowing charts
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UMBRELLA REGULATION

PROS

CONS

Financid markets no longer
recognize insurance, banking,
finance and securities as
insular industries.

While there is some commingling of issues
and products, regulatory activitiesrelated to
each industry will remain distinct and separate
in the foreseegble future,

More effective and efficient
consumer protection if DOI
and DBF consumer protection
activities are merged.

A regulator who is solely responsible for one
industry can better regulate each industry.

Businessssthat engagein

Individua chosen to lead an umbrdla agency

multiple regulated activities would be more knowledgesble of one industry
would benefit because to the detriment of the other industries.
consistent policieswould

develop morerapidly.

ELECTED VERSUSAPPOINTED

ELECTED APPOINTED
Citizens wanted to merge dl Citizenswanted the Governor'sroleto be
duties, both congtitutional expanded. The Governor has more power and

and statutory, of the
Comptroller and Treasurer,
to dreamline government.

is made more accountable with gppointee.

Maintaining an elected No other state has an ected banking regulator
regulator is conssted with and only 12 states elect the insurance
Floridas higtory of having an regulaor.
eected officid directly
responsible and accountable
for regulating finencia
industries.
STAND-ALONE CFO

PROS CONS

CFO canfocuson Regulating financid servicesindustry would

condtitutional matters,
epecidly asthe state moves
toward an integrated financid
management system for sate
government.

interfere with the Chief Financid Officer's
ability to perform contitutiona duties.




BILL: CS/CS/SB's 662 and 232

Page 13

ADMINISTRATIVE ISSUES

Facilities

DBF and DOl occupy 753,433 square feet of office space.
Most spece is leased privatedly or through DMS. Because
of the number of outstanding lease agreements, it may
take severd years dfter reorganization before employees
can be integrated and housed in the same headquarters, if
agencies are combined.

Information
Technology

The computer daffs of the DBF and DOl have shared
eectronic financid data for many years. The DOl is now
completely dependent on the DBF for its mainframe
support, a service that is criticd to the Divison of
Consumer Sevices, the Bureau of Licensng, and the
Bureau of Fnance and Support Services. Other smdl
gpplications in the departments are also supported on the
manframe

Network operating systams, databases, development
products, and dectronic mail applications used by the
DBF axd DOl ae different, exchange of daa is
compatible. It will not be necessary to make any mgor
changes to the technicd environments in  ether
depatment in order to accomplish any combination or
split in functions. As long as the mainframe gpplications
ae supported on one computer, there are no mgor
technical obdacles that would make any combination or
Flit any more technicadly feasble or affordable than any
other option.

The report of the working group aso identified anumber of other issues related to organizationa
gructure and governance: (1) Minimum quaifications for functiond regulators, (2) Delegation

of decison-making responghility; (3) Organizational Hexibility, and (4) Limitations on
Campaign Contributions. These issues are identified in the chart below.
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ORGANIZATIONAL AND GOVERNANCE ISSUES

Minimum
Qualificationsfor
Functional Regulator

The working group suggested that minimum education
and experience qudifications for persons who hold key
regulatory positions with respect to insurance, banking,
securities and finance, is particularly apt, if appointed
officids exercise find agency action on regulaory
maters.

Delegation of Decision-
Making Responsibility

In a proposed umbrella agency, the Legidaure could
provide for dautory delegation of decison-making
responsibility from the agency head to industry-specific
regulators in  the different functiond aess This
decison envisons sepaate  datutory  positions  of
Alnsurance  Commissoner,” ASecurities Commissoner,”
and ABanking Superintendent@ in a dngle department
under the cognizance of a Secreay or Executive
Director who is responsible for overal coordinaion and
adminigration of the agency. In addition, the Governor
and Cabingt, or State Board of Education, could
function as an agency head and teke find agency action
on dgnificant issues, such as gpproving insurance raes,
goproving new financid inditutions, and teking find
enforcement actions.

Organizational
Flexibility

For any new agencies cregted by the Legidature, the
working group suggests that the department heed should
be accorded the same organizationd flexibility thet is
currently granted to the Compitroller.

Limitationson
Campaign
Contributions

In the event that the Legidature opts for one
department, datutory provisons redricting campaign
contributions to the Comptroller and Treasurer should
be conformed to redtrict campaign contributions to the
CFO. If the Legidature opts for a sgparate DOl headed
by an dected officid other than the CFO, then s
627.0623, F.S, should be amended accordingly. If the
Legidature opts for a Agand-done) CFO without
regulatory responsibilities over the affected indudtries,
then the datutory  redricions on  campaign
contributions should be repealed.

D. Senate Interim Project No. 2000-52

During the 1999-2000 interim, staff of the Committee on Governmenta Oversight and
Productivity reviewed issues reating to cabinet reorganization and issued a report on the subject.

Interim Project No. 2000-52 identified a number of issues and options related to the creation of
the Chief Financid Officer in the State Condtitution. Specifically, the report noted that the
Legidature must decide whether to: (1) merge the Department of Banking and Finance with the

Department of Insurance or keep separate departments; (2) decide upon the type of department
head or heads; and (3) determine whether the new CFO should have combined congtitutional and



BILL: CS/CS/SB's 662 and 232

Page 15

statutory functions or only constitutiond functions*® At least four options were identified for

legidéetive congderation.

CHIEF FINANCIAL OFFICER OPTIONS

Option Number Description of Option

Option 1.A. Merging the Depatment of Banking and Finance
with the Depatment of Insurance and designating the
Chief Financid Officer as the heed of a meged
department.

Option 1.B. Merging the Depatment of Banking and Finance
with the Department of Insurance and designating an
officer or board other than the Chigf Financid
Officer as the agency head. Asdgning no detutory
dutiesto the Chief Financia Officer.

Option 2.A. Maintaining a sgpaate Depatment of Banking and
Finance and a separate Depatment of Insurance and
designating an officer or board other than the Chief
Financid Officer as the head of each depatment.
Assgning no datutory duties to the Chief Financid
Officer.

Option 2.B. Maintaining a sepaate Department of Banking and
Finance and a separate Depatment of Insurance and
designeting the Chief Financid Officer as the head of
one depatment. Dedgneting another officer or board
as agency head for the remaining department.

Additiondly, the report noted that for each of these options, the Legidature might wish to

Separate regulatory duties. For example, one or more independent commissions could be created
to conduct rate making or other hearings. Other functions, such as enforcement, could be housed

in one or more departments.

Combined or Multiple Departments - At least 13 states place regulatory responghbility for

banking, securities, and insurance in asingle department. Eight states have departments that
regulate banking and securities. Three states del egate banking and insurance regulation to a

sngle department.

“3\While stated somewhat differently, the issuesidentified by Insurance Commissioner and Treasurer Bill Nelson in testimony

before the Senate Committee on Governmental Oversight and Productivity on February 3, 1999, are much the same: AWe
have, Milligan and |, have identified these four key issues, and let me repesat them, and then let me answer them for you.
Should reorganization be addressed in the current, 1999-2000 |egidative biennium? That's question one. Question two:
Should the regulatory functions of banking, insurance, finance and securities be assigned to an appointed or elected officid ?
Number three: Should FHorida establish a consolidated department under an umbrdlaregulation of insurance, banking,
finance, and securities? And the fourth question is, should the regulatory agency or agencies be placed under the Governor,
the Governor and the Cabinet, or the Chief Financia Officer? Tape on file with Committee on Governmental Oversight and
Productivity, 525 Knott Building, Tdlahassee, Horida
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One congderation affecting this decison of whether to creaste a combined department or retain
Separate departments that was noted in the interim project report was how a merged department
would compare with other departments. The report noted that a review of existing departments
shows that if the DBF and DOI were merged, without changing the number of employees or
amounts appropriated, 15 departments would have larger appropriations and 10 would have a
larger number of employees. Asaresult, amerged DBF and DOI would be in the mid-range of
departments based upon size.

Another issue for legidative review noted in the report was the compatibility of regulation in the
two departments. Banking is regulated primarily at the federd level and insuranceisregulated a
the state level. Problems that might arise due to a difference in type of regulation probably can be
resolved by organizationd structure. Typically, departments have distinct divisons, each with
primary responsbility over specific regulatory functions. If additional protections are considered
necessary, the Legidature could create separate, independent commissions with responsibility
over limited regulatory functions. For example, an insurance commission could be created and
given respongibility for rate hearings, licensure hearings, or rulemaking. Enforcement
respongbility could be maintained in adivison of a department.

Asnoted in the interim project report, both the Comptroller and Treasurer testified before the
Senate Committee on Governmental Oversight and Productivity in February of 1999, in favor of
merger. The primary basis for this recommendation was that the traditiona lega walls separating
insurance, banking, securities, and other financia services were being eiminated and that an
agency with jurisdiction over dl these services would be more effective and efficient. This
testimony is supported by legidation passed during the 1999 session, aswell as current events.
Chapter 99-388, Laws of Florida, repealed the anti-affiliation law that prohibited licensed
insurance agents from engaging in insurance agency activities through afinancid inditution
except in the case of abank located in a city with a population of less than 5,000. Further, the
Gramm-Leach Bliley Act of 1999 authorizes banks, brokerages, and insurers to merge and to
override state laws that conflict with federd affiliation provisons. As aresult, the report noted
that merger of these regulatory functions in one department was logica.

Type of Department Head - The interim project report so noted that the Legidature must
determine what type of department head or heads it prefers. The report records testimony before
the Senate Committee on Governmental Oversight and Productivity, in which the Comptroller
recommended that the head of a combined department should be an officer or board gppointed
by the Governor, but in which the Treasurer recommended that the department head be elected.
Currently, 12 states have e ected insurance commissioners and 38 have appointed insurance
commissoners.

As noted in the report, the State Condtitution limits the available choices of department heads.
Under Amendment No. 8, there will be fewer options in 2003:
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AUTHORIZED DEPARTMENT HEADSIN 2003
Congtitutional Statutory

Officer Coallegial Body Officer Collegial Body
- Governor The Governor and Secretary Board whose
- Lt. Governor Cebinet appointed by membersare
- Attorney Generdl the Governor appointed by the
- Chief Financid Governor

Officer
- Commissoner of

Agriculture

The report notes that designating an appointed officer or board as a department head would
consolidate more authority, as well as accountability, in the Governor. It would aso permit the
Legidature to establish qualifications for appointees. In the case of aboard, the Legidature could
ensure that at least one board member was knowledgeable about an industry regulated by a
merged department.

Onereason for the Comptroller's testimony in favor of an appointed head isthat an appointee
may be less susceptible to influence by regulated industries because they do not need campaign
contributions. Horida law, however, regulates campaign contributions for the dection of the
Comptroller and Treasurer. A financid indtitution or insurer, officer or afiliate, or committee of
continuous existence representing thair interests, may not make a contribution in excess of $100
for any dection for the Comptroller or Treasurer. The report notes that while the Treasurer did
not dispute that an eected officid could be influenced by industry through campaign
contributions, he emphasized that an dected officid has the mandate of the electorate and, asa
result, can protect the public in ways that a mere appointee might not. The report aso reports that
the Treasurer aso indicated that appointees are not immune from influence by regulated
industries because they often come from, and return to, the industries they regulate.

The report notes that designation of an appointee would bifurcate the congtitutiona duties of the
CFO from the statutory duties of the current Comptroller and Treasurer. As aresult, there would
be one cabinet member who would not be designated as head of a department with related
datutory duties. Thiswould conflict not only with historica precedent which designates cabinet
officers as department heads, but with condtitutiond and legidative policy to merge date
functionsinto alimited number of departments to promote efficiency.

Instead of an gppointed officer or board, the report notes that the L egidature could designate the
Governor and Cabinet, the Governor, the Lieutenant Governor, or an elected cabinet officer asa
department head. Such a designation would affect the ability of the Legidature to specify the
qudifications for the satutory office because the State Condtitution, not the Legidature,
edtablishes the qudifications for these officers. The only cabinet officer required by the State
Condtitution to have professond qudificationsisthe Attorney General. As aresult, the report
concludes that it does not appear that the Legidature could require one of these officersto have a
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particular license or leve of professona experience. The report provides that the Legidature has
not established qualifications for most statutory officers who head departments.

The report identifies designation of the Governor and Cabinet as department head as one method
for governing the large number of regulated entities in a merged department, but notes thet it
could be argued that it would disperse accountability. Additionaly, designating the Governor

and Cabinet as head of a merged agency would bifurcate congtitutiona and statutory duties as
the condtitutiond duties of the CFO cannot be reassgned by the Legidature. Further, assgning
the Governor and Cabinet, as agency head of a merged department would leave only one
member of the Cabinet, the CFO, without a department with statutory duties related to his or her
functions.

The dected officias specified in the State Congtitution that may be designated as department
heads are limited. The Governor has not been designated the head of an entity caled a
department, but has been designated the head of a statutorily- created office that arguably may be
adepartment. Given this assgnment, as wdl as other congtitutiona duties, naming the Governor
as department head might be too burdensome. The Lieutenant Governor, historicaly, has not
been designated by the Legidature as a department head, though a few Lieutenant Governors
have been temporarily assigned this responsbility. It could be argued that the Lieutenant
Governor might have more flexibility for such an assgnment, and that the designation would fix

as much accountability in the Governor as would an gppointed secretary. The Attorney Generd
and the Commissioner of Agriculture dready head departments closdly digned with their
condtitutional duties. Thus, they do not appear to be strong choices to designate as head of anew
department relating to financid affairs and insurance.

Asaresult, under the limited options available under the State Condtitution, the report notes that
the remaining elected officer for consderation of a combined department is the CFO. The report
concludes that given that the State Condtitution, the merger of their satutory duties, mergesthe
condtitutiona duties of the Comptroller and Treasurer and responsibilities would be consstent,
especidly inlight of changes that are occurring in the industry.

Separ ation of Jurisdiction - In addition to the issues reviewed above, the interim project noted
that the Legidature could dso separate some portion of the regulatory responsibilities currently
assigned to the DBF and DOI. For example, the Legidature could separate policy-making,
ratemaking, and rule adoption from licensing and enforcement. The Legidature could cregte one
or more independent commissions with limited authority over specific indudtries, while leaving
licenang, enforcement, and other duties in a department. Alternatively, the Legidature could
separate jurisdiction by type of insurance.

By way of comparison, two dates, Louisanaand Virginia, have commissions that are assigned
some or dl of the regulatory responsbility for insurance, banking, securities, and other financid
ingitutions. The Louisana Legidature as a severt member commission cregted the Louisana
Insurance Rating Commission.** Six of the members are appointed by the Governor of Louisiana
and confirmed by the date senate. The seventh member of the commission is the Insurance
Commissioner who is eected to the pogition. The Louisiana Insurance Commissioner serves as

44pat XXX, s. 1401, Louisiana Insurance Code.
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ex officio chairman of the commission. According to representatives of the commission, by
practice, the commissoner does not vote except in the event of atie vote on the commission.

The Louisana Insurance Rating Commission has authority over only certain types of insurance
in the state. The commission approves rates and adopts rules relaing to fire, certain types of
marine and transportation (inland marine), title insurance and casualty insurance risks. The
commissioner has respongility for formsin these areas. The commission aso writes rules for
workers compensation insurance and longshoremen and harbor workers compensation insurance.
The commission does not regulate hedlth, accident, reinsurance, aircraft, casudty, and surety.
The Casuaty and Surety Insurance Division of the Department of Insurance determines rates,
territoria definitions and classfication plans for al casudty insurance coverages. Title insurance
rates are promulgated by title insurance rating bureaus and approved by the Casudty and Surety
Insurance Divison. The Louisana Attorney Generad has the right to represent the interests of the
people of the state.

Virginiahas abody cdled the State Corporation Commission that is created in Article 1X of the
Virginia Condtitution. The commission has responshility for securities, insurance, and financid
indtitutions, among other businesses. The commission congsts of three members who are eected
by the joint vote of the Genera Assembly for staggered 6-year terms. One member must have
the qudifications of acircuit court judge. Typicaly, according to a representative of the
commission, al members are attorneys.

The commissoners, caled judges, employ individuas called commissioners to head bureaus or
divisons under the commission. For example, the employee who is placed by the commission as
the head of the divison that administers banking laws is cdled the Commissioner of Financial
Institutions. The head of the insurance division is the Commissioner of Insurance. These
employees serve at the pleasure of the commission.

The Virginiacommission approves rates, adopts rules and regulations, and has powers of a court
of records. Hearing officers of the commission make recommended orders that are forwarded to
the commission for find order. Appeds are directly to the Virginia Supreme Court.

Floridalaw currently permits the establishment of commissions and there are a number of
exiging commissionsin state government. A commission, unless otherwise required by the State
Congtitution, is defined by s. 20.03(10), F.S., to mean abody created by specific satutory
enactment within a department, the office of the Governor, or the Executive Office of the
Governor and exercising limited quas-legidative or quas-judicia powers, or both,
independently of the head of the department or the Governor [ emphasis added].

The report notesthat, if the Legidature wished, it could create an independent commission or
commissions and assign them to a merged department or in separate departments, for
adminigtrative purposes. The quas-legidative and quas-judicid powers could be extensive or
they could be limited to particular jurisdictiona aress, asisthe casein Louisanawhere the
commission gpproves rates and adopts rules relating to fire, certain types of marine and
transportation, title insurance and casualty insurance risks but not for health, accident,
reinsurance, aircraft, casuaty, and surety. For example, rate making for dl types of insurance
could be placed in a Florida insurance commission or only hedlth and life insurance
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respongbilities coud be placed under an insurance commission. Instead of separating
respongbilities by the type of insurance, responsihilities could be separated functionaly.
Determinations of fisca respongbility and soundness could be delegated to the commissioner,
while ratemaking could be delegated to the commission. A separation of jurisdiction would
require extensive research into the types of powers that must be delegated and the appropriate
placement of those powers. Additiondly, under this scenario, the status of the insurance
commissioner or the banking commissioner to the particular commission must be resolved.

E. Administration of Workers Compensation System in Florida

Pursuant to s. 440.015, F.S., the Divison of Workers Compensation, within the Departmert of
Labor and Employment Security, is charged with administering the Workers Compensation Law
in amanner that facilitates the self-execution of the system and the process of ensuring a prompt
and cost-€effective ddivery of payments. Presently, there are 576 authorized positions within the
divison.

[I. Effect of Proposed Changes:

Section 1. Creates s. 17.01, F.S., which establishes the Chief Financid Officer (CFO) asthe
chief fiscd officer of the state and who is respongble for settling and approving accounts aganst
the state and keeping dl state funds and securities. The section reiterates the congtitutional duties
of the Chief Financid Officer as established in s. 4(c), Art. IV of the State Condtitution.

Section 2. Creates s. 20.121, F.S., which establishes the Department of Financiad Services
(DFS) and designates the Chief Financia Officer as the head of the DFS. The hill creates the
following 16 divisons within the DFS:
< Treasury
Consumer Services
Insurer Services
FHnandd Inditutions
Risk Management
State Fire Marsha
Insurance Fraud
Rehabilitation and Liquidation
Securities and Finance
Information Systems
Legd Services
Fnancid Invedtigations
Accounting and Auditing
Insurance Agent and Agency Services
Adminigtration, and,
Workers Compensation.

NNNNNNNNNNNNNNN

The section provides that the directors of the Divison of Financid Inditutions, Division of
Securities and Finance, and the Division of Insurer Services would serve as the agency heads for
their respective divisions, for purposes of ch. 120, F.S., and would be appointed by the Chief
Financid Officer, and subject to confirmation and remova by the trustees of the State Board of



BILL: CS/CS/SB's 662 and 232 Page 21

Adminigration. The Chief Financia Officer serves as agency head for the remaining 13
divisons. Asaresault of the adoption of Congtitutional Amendment Number 8 by the voters of
Floridain 1998, the State Board of Administration would be comprised of the Governor, Chief
Financia Officer, and the Attorney Generd, rather than the Governor, Comptroller, and
Treasurer.

The Divison of Securities and Finance is charged with the responsibility of administering the
following programs and functions. (1) the Forida Securities and Investor Protection Act;

ch. 517, F.S,, (2) mortgage brokerage and mortgage lending; ch. 494, F.S., (3) Consumer Finance
Act, ch. 516, F.S,, (4) retail ingtalment sales, ch. 520, F.S,, (5) the Money Transmitters Code,
ch. 560, F.S,, (6) cemeteries and preneed contracts, ch. 497, F.S,, (7) collection agencies,

ch. 559, F.S,, and (8) certified capital companies, s. 289.99, F.S. The section a so provides that
the Divison of Financid Inditutions would consis of the Bureau of Banking and the Bureau of
Credit Unions. The Divison of Financid Investigations (previoudy part of the Department of
Banking and Finance) would continue to function as acrimind justice agency within the

meaning of s. 943.045(10)(e), F.S.

Section 3. This section provides that a type-two transfer would transfer the Deferred
Compensation Program of the Divison of Treasury within the Department of Insurance to the
Department of Management Services.

Section 4. The section provides that a type-two transfer would trangfer the Division of
Workers Compensation within the Department of Labor and Employment Security to DFS.

Section 5. The section provides that this act would not affect the vdidity of any judicid or
adminigrative action involving the Department of Banking and Finance or the Department of
Insurance pending January 7, 2003, and the Department of Financial Services would be
subgtituted as a party in interest in any such action. In the event the action involves the
congtitutiona duties of the Comptroller or the Treasurer, the Chief Financid Officer would
instead be subdtituted as a party in interest.

Section 6. The section transfers the Department of Banking and Finance and the Department
of Insurance to the Department of Financial Services by atype-two transfer.

Section 7. The section darifies that any agency contract in effect on the bill’ s effective deate
remainsin effect for the successor agency.

Sections 8 - 887. These sections provide technical and conforming changes to trandfer the
current programs and functions of the Department of Banking and Finance and the Department
of Insurance to the Department of Financia Services and eliminate the positions of Comptroller
and Treasurer and reassign the respongbilities of the respective positions to the Chief Financid
Officer. Substantive changes are noted in the sections below.

Section 888 - 889.  These sections modify campaign contribution requirements so that the
Chief Financid Officer isincluded.
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Section 16.  Amendss. 14.055, F.S,, relating to the succession to office of Governor, to
provide that upon vacancy of the office of the Governor and the office of the Lieutenant
Governor, the Attorney Genera would become Governor. In the event the office of the Attorney
Generd was vacant, the Chief Financia Officer would become Governor. If the office of the
Chief Financid Officer were vacant, the Commissioner of Agriculture would become Governor.
Presently, in the event the office of the Governor and the office of the Lieutenant Governor
become vacant, the Secretary of State would become Governor, followed by the Attorney
Generd, Compitroller, Treasurer, Commissioner of Education, and findly the Commissoner of
Agriculture.

Section 151. Amendss. 121.4501, F.S,, relaing to the Public Employee Optiona Retirement
Advisory Committee, to require the Governor to appoint two members, rather than one, and to
require the Chief Financid Officer to appoint one member. Effective January 7, 2003, the term

of office of the one member appointed by the Treasurer and the one member appointed by the
Comptroller expires, and the Chief Financia Officer would choose one of those members for
regppointment for the remainder of the term. Presently, there are saven members of the
committee. The President of Senate and the Speaker of the House gppoint two members each and
the Governor, Treasurer, and Comptroller aso gppoint one member each.

Section 226. Amendss. 215.555, F.S,, relating to the membership of the board of directors of
the Florida Hurricane Catastrophe Fund, to replace the Comptroller with the Chief Financia
Officer and to replace the Treasurer with the Attorney General. Presently, the Governor,
Compitroller, Treasurer, (the three current board members of the State Board of Administration),
the director of the Divison of Bond Finance of the State Board of Adminigtration, and the chief
operating officer of the Horida Hurricane Catastrophe Fund serve on the board. Effective
January 7, 2003, the Attorney Genera would become a member of the State Board of
Adminigration (with the Governor and Chief Financia Officer).

Section 289. Amendss. 240.551, F.S,, reating to the members of the board of the Florida
Prepaid College Program, to reduce the number of members from seven to six due to the
elimination of the positions of Comptroller and Treasurer and the subgtitution of the Chief Fisca
Officer as aboard member. The Chancellor of the Board of Regents, the Executive Director of
the State Board of Community Colleges, and members appointed by the Governor and subject to
confirmation by the Senate would continue to serve as board members.

Section 300. Amendss. 253.02, F.S,, relating to the members of the board of trustees for the
Internal Improvement Trust Fund and Land Acquisition Trust Fund, to reduce the number of
members from seven to four. The Chief Financid Officer is added and the board positions for the
Comptroller, Treasurer, the Commissioner of Education, and the Secretary of State are
eliminated. The Governor, Attorney Genera, and the Commissioner of Agriculture would also
continue to serve on the board of trustees.

Section 315. Amendss. 280.02, F.S,, relating to the public deposits program, to clarify that the
term, “public depositor,” as used in this chapter, means the officid custodian of funds for a
governmenta unit who is responsible for handling public deposits. Presently, the term is defined

to mean the Treasurer or other designee handling public deposits.
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Section 421. Amendss. 376.3075, F.S,, rdating to the board of directors of the Inland
Protection Financing Corporation, to reduce the number of directors from five to four due to the
eimingtion of the positions of Comptroller and Treasurer and the addition of the Chief Financia
Officer. The Governor, the chair of the Florida Black Business Investment Board, and the
secretary of the Department of Environmenta Protection would aso continue to serve as
directors of the corporation.

Section 483. Amendss. 420.101, F.S,, relating to the board of directors of the Housing
Development Corporation of Florida, to reduce the number of nonvoting members from five to
four due to the dimination of the Department of Banking and Finance and the Department of

I nsurance representatives and the subgtitution of the head of the Department of Financia
Services.

Section 890. Repedlsss. 18.03, 18.07, 18.09, 18.091, 18.22, relating to duties of the Treasurer
that are transferred to the Chief Financia Officer, and s. 657.067, F.S., which relatesto an
outdated provision regarding credit unions.

Section 891. Providesthat except as otherwise expresdy provided in this act, this act would
take effect January 7, 2003.

Constitutional Issues:

A. Municipality/County Mandates Restrictions:

None.

B. Public Records/Open Meetings Issues:
None.

C. Trust Funds Restrictions:
None.

D. Other Constitutional Issues:

Vacancy in Office — Article X, s. 3 of the State Condtitution defines “vacancy in office”’
asfollows

Vacancy in office shall occur upon the creation of an office, upon the degth,
remova from office, or resgnation of the incumbent or the incumbent’s
succession to another office, unexplained absence for sixty consecutive days, or
failure to maintain the residence required when eected or appointed, and upon
failure of one eected or appointed to office to qudify within thirty days from the
commencement of the term.

Dual-Office Holding — Article 11, s. 5 of the State Condtitution prohibits any person from
holding a the same time more than one office under the government of the state and the
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counties and municipdities. This prohibition does not include notaries public or military
officers. Further, any officer is specificaly authorized to be amember of a congtitution
revison commission, taxation and budget reform commission, condtitutiona convention,
or statutory body having only advisory powers.

Succession to the Office of the Governor - ArticlelV, s. 3 of the State Condtitution
provides that upon a vacancy in the Office of the Governor, the Lieutenant Governor
becomes Governor. The State Congtitution does not specify who isto succeed as
Governor in the event that the Lieutenant Governor is aso unavailable to fill thet office,

but delegates to the L egidature the authority to determine the order of succession. Based
upon Art. 1V, s. 3 of the State Condtitution, s.14.055, F.S., provides that, upon vacancy in
the office of Governor and in the office of Lieutenant Governor, the following order of
succession to the Office of the Governor gpplies.

The Secretary of State becomes Governor; if that office is vacant then;
The Attorney Generdl becomes Governor; if that office is vacant then:

The Comptroller becomes Governor; if that office is vacant then;

The Treasurer becomes Governor; if that office is vacant then,

The Commissioner of Education becomes Governor; if that officeis vacant
then;

6. The Commissioner of Agriculture becomes Governor.

gkrwbdE

In case avacancy shdl occur in the office of Governor and provision is not made for
filling a vacancy, then the Speaker of the House and President of the Senate must
convene the Legidature by joint proclamation within 15 days for the purpose of choosing
aperson to serve as Governor for the remainder of the term. A successor shall be eected
by amgority vote in ajoint sesson of both houses.

A successor under this section shdl serve for the remainder of the term and shall recaive
al therights, privileges and emoluments of the Governor.

Appointmert to Office — Article 1V, s. 1(f) of the State Congtitution provides that the
Governor isto fill by gppointment any vacancy in state or county office for the remainder
of the term of an gppointive office. If the office is an dective office, then the Governor is
to appoint the successor for the remainder of the term if there are less than twenty-eight
months remaining in the term; otherwise, until the first Tuesday after the first Monday
following the next generd dection. Article VI, s. 5 of the State Condtitution provides that
agenerd dection must be held in each county on the first Tuesday after the firs Monday
in November of each even-numbered year to choose a successor to each elective state and
county officer whose term will expire before the next generd eection and to fill each
vacancy in dective office for the unexpired portion of the term, unless otherwise
provided in the State Condtitution.

Confirmation — Under Art. 1V, s. 6 of the State Congtitution, the Legidature may require
approva by three members of the Cabinet or Senate confirmation for appointment to or
removal from any desgnated statutory office. The divison directorsin the bill that are
given authority for purposes of ch. 120, F.S,, at the expense of the department secretary,
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VI.

have been ddlegated a portion of the sovereign power and, arguably, may be described as
holding astatutory office.*> Under this theory, the Legidature has required that some
executive directors of departments be confirmed. By anaogy, these “super” directors
might aso be made subject to confirmation.

The State Condtitution, however, only permits confirmation by the Senate or by three
members of the Cabinet. The bill authorizes the State Board of Adminigtration (SBA) to
confirm these directors. The SBA consigts of the Governor, the Chief Financid Officer
and the Attorney Genera. The Governor is not, however, amember of the Cabinet. As
such, the bill provides for confirmation of a designated statutory office by an entity thet is
not either the Senate or the Cabinet.

Economic Impact and Fiscal Note:

A.

Tax/Fee Issues:

None.

Private Sector Impact:

Indeterminate.

To the extent that certain regulatory functions are consolidated, greeter efficiencies and
reduced regulatory costs would be anticipated by entities regulated by the department.

Government Sector Impact:

There will be costs associated with merging departments, though the amounts are
unknown at thistime. It would be expected that there would be efficiencies associated
with amerger as well, such as one less agency head, reduced administrative costs, and the
consolidation of regiond offices. The bill does not require that a staff reduction occur as
part of the merger process.

According to the Department of Banking and Finance, it is anticipated that the merger of
the Department of Banking and Finance and the Department of Insurance would result in
areduction of 26 positions that represents 11.8 percent reduction in adminigtrative

positions.

Technical Deficiencies:

Section 4 provides that the Divison of Workers Compensation within the Department of Labor

and Employment Security would be transferred to the DFS by a type-two transfer; however, the
bill does not provide technica and conforming changes (primarily to ch. 440, F.S) to transfer the
program to the Department of Financial Services.

“5 Robbin v. Brewer, 236 So. 2d 448, 451 (Fla 4" DCA 1970), quoting State ex rel. Clyatt v. Hocker, 22 So. 721 (1897).
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VII.

VIII.

Section 103.091, F.S., provides for the voting representation of the state executive committee of
apolitical party to members of the party which include the Governor, cabinet officers, and
certain elected postions within the Legidature; however, the positions of Treasurer and
Comptroller have not been deleted nor has the pogtion of Chief Financia Officer been
subdtituted.

Related Issues:
None.
Amendments:

None.

This Senate staff analysis does not reflect the intent or officia position of the bill’ s sponsor or the Florida Senate.




