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CHAMBER ACTI ON

The Conmittee on Commerce recomends the foll ow ng:

Conmittee Substitute
Renove the entire bill and insert:

A Dbill to be entitled
An act relating to governnental reorganization; revising
and conform ng provisions of the Florida Statutes to the
amendnment of Article IV, Section 4 of the State
Constitution, in which the functions of the forner
positions of Conptroller and Treasurer were conbined into
the office of Chief Financial Oficer, and chapter 2002-
404, Laws of Florida, which reorganized certain executive-
branch duties and functions to inplenment such
constitutional anmendnent; revising and conform ng
provisions of the Florida Statues to the creation of the
Departnment of Financial Services and the Financi al
Services Conmm ssion and the abolition of the Departnent of
| nsurance and the Departnent of Banki ng and Fi nance;
amendi ng ss. 103.091, 110.1127, 112.215, 215.555, 215.559,
391. 221, 401.245, 408.05, 408.7056, 440.13, 440. 20,
440. 24, 440. 38, 440.381, 440.385, 440.386, 440.44, 440.52,
440. 525, 553.74,.624.05, 624.155, 624.303, 624. 305,
624. 316, 624.317, 624.404, 624.4072, 624.413, 624. 424,
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29 624. 476, 624.477, 625.01115, 625.121, 625.151, 625.317,
30 625. 325, and 626.015, F.S., to revise and conform
31 anending s. 20.121,, F.S., to revise and conform
32 aut hori zing the Division of Consuner Services to request
33 certain information; providing procedures and requirenents
34 for providing such information; authorizing the division
35 to impose adm nistrative penalties; requiring the division
36 to report certain violations; authorizing the Depart nent
37 of Financial Services to adopt rules; providing
38 construction; creating s. 626.016, F.S.; prescribing
39 powers and duties of the Departnent of Financial Services,
40 Fi nanci al Services Conm ssion, and Ofice of Insurance
41 Regul ati on; amendi ng ss. 626. 025, 626.112, 626. 161,
42 626. 171, 626.181, 626.191, 626.201, 626.202, 626.211,
43 626.221, 626.231, 626.241, 626.251, 626.261, 626.266,
44 626. 271, 626.281, 626.2815, 626.2817, 626.291, 626.292,
45 626. 301, 626.322, 626.361, 626.371, 626. 381, 626.431
46 626. 451, 626.461, 626.471, 626.511, 626.521, 626.541,
47 626. 551, 626.561, 626.591, 626.592, 626.601, 626.611
48 626. 621, 626.631, 626.641, 626.661, 626.681, 626.691,
49 626. 692, 626. 7315, 626.732, 626.742, 626.7451, 626. 7454,
50 626. 7491, 626.7492, 626. 752, 626.7845, 626.7851, 626. 8305,
51 626. 8311, 626.8427, 626.8463, 626.8467, 626.847, 626.8473,
52 626. 8582, 626.8584, 626.859, 626.861, 626.863, 626. 865,
53 626. 866, 626.867, 626.869, 626.8695, 626.8696, 626.8697,
54 626. 8698, 626.870, 626.871, 626.872, 626.873, 626.8732,
55 626. 8734, 626.8736, 626.8738, 626.874, 626.878, 626. 88,
56 626. 8805, 626.8809, 626.8814, 626.884, 626.89, 626.891,
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57 626. 892, 626.894, 626.895, 626.896, 626.897, 626. 898,
58 626. 899, 626.901, 626.906, 626.907, 626.909, 626.910,
59 626. 912, 626.914, 626.916, 626.917, 626.918, 626. 919,
60 626. 921, 626.931, 626.932, 626.936, 626.9361, 626. 937,
61 626. 938, 626. 9511, 626. 9541, 626.9543, 626. 9545, 626. 9551,
62 626. 9561, 626.9571, 626.9581, 626.9591, 626.9601
63 626. 9611, 626. 9621, 626. 9631, 626.9641, 626. 9651, 626. 989,
64 626. 9892, 626.99, 626.9911, 626.9912, 626.9913, 626.9914,
65 626. 9915, 626.9916, 626.9919, 626.9921, 626.9922,
66 626. 99235, 626. 99245, 626. 9925, 626. 9926, 626. 9927,
67 626. 99272, 626.99285, 626.99295, 627.0628, 627. 0629,
68 627. 311, 627.3111, 627.351, 627.3511, 627.3513, 627. 3515,
69 627. 357, 627.4236, 627.6488, 627.6699, 627.7015, 627.745,
70 628. 4615, 628.917, 631.021, 631.025, 631.031, 631.041,
71 631. 042, 631.051, 631.0515, 631.061, 631.071, 631.081
72 631. 091, 631.111, 631.152, 631.154, 631.221, 631.231,
73 631. 361, 631.371, 631.391, 631.392, 631.398, 631.54,
74 631. 55, 631.56, 631.57, 631.59, 631.60, 631.62, 631.66,
75 631. 714, 631.72, 631.722, 631.723, 631.727, 631.813,
76 631. 814, 631.821, 631.825, 631.904, 631.911, 631.912, 631
77 917, 631.918, 631.931, 634. 3284, 634.430, 634. 433,
78 636. 067, 641.183, 641.185, 641.19, 641.2017, 641.2018,
79 641. 21, 641.215, 641.22, 641.225, 641.227, 641. 228,
80 641. 23, 641.234, 641.2342, 641.25, 641. 255, 641. 26,
81 641. 27, 641.28, 641.281, 641.284, 641.285, 641. 29,
82 641. 3007, 641.305, 641.31, 641.3105, 641.31071, 641. 31074,
83 641. 315, 641. 3154, 641. 3155, 641. 316, 641.35, 641. 35,
84 641. 36, 641. 365, 641.385, 641.39001, 641. 3903, 641. 3905,
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641. 3907, 641.3909, 641.3911, 641.3913, 641.3917,

641. 3922, 641.402, 641.403, 641.,405, 641.406, 641. 4065,
641. 407, 641.409, 641.41, 641.412, 641.418, 641.42,

641. 421, 641.424, 641.437, 641.443, 641.444, 641.445,
641. 446, 641.447, 641.448, 641.45, 641.452, 641. 453,

641. 454, 641.455, 641.457, 641.48, 641.49, 641. 495,

641. 511, 641.511, 641.512, 641.52, 641.54, 641.55, 641.58,
642. 0475, 651.119, 252.62, 288.778, 288.99, 289.051,

289. 081, 289.121, 420.101, 494.00125, 494.00421 517.021,
517. 03, 517.051, 517.061, 517.07, 517.075, 517.081,
517.082, 517.101, 517.111, 517.12, 517.1201, 517.1203,
517.1204, 517.121, 517.131, 517.141, 517.151, 517.161,
517.181, 517.191, 517.201, 517.2015, 517.221, 517.241,
517.301, 517.302 517.313, 517.315, 517.32, 520.996,

520. 9965, 537.008, 537.009, 537.011, 537.013, 537.016,
537.017, 559.725, 560.128, 560.129, 560.404, 609.05, and
655.012, F.S., to revise and conform protecting the
validity of certain admnistrative and judicial actions;
providing for substitution of parties; providing for
continuation and effect of certain certificates of
authority, forms, licenses, rates, filings, and actions;
providing for controlling effect; providing an effective

dat e.

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

Section 1. Section 20.121, Florida Statutes, is anended to

read:
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113 20. 121 Departnent of Financial Services.--There is created

114 a Departnent of Financial Services.

115 (1) DEPARTMENT HEAD. - - The head of the Departnent of

116| Financial Services is the Chief Financial Oficer.

117 (2) DIVISIONS. --The Departnent of Financial Services shall
118| consist of the foll ow ng divisions:

119 (a) The Division of Accounting and Auditing, which shall
120| include the follow ng bureau and office:

121 1. The Bureau of Uncl ai ned Property.

122 2. The Ofice of Fiscal Integrity which shall function as

123| a crimnal justice agency for purposes of ss. 943.045-943. 08 and
124| shall have a separate budget. The office may conduct

125| investigations within or outside this state as the bureau deens
126/ necessary to aid in the enforcenent of this section. |If during
127\ an investigation the office has reason to believe that any

128 crimnal law of this state has or nmay have been viol ated, the
129| office shall refer any records tending to show such violation to
130| state or federal |aw enforcenent or prosecutorial agencies and
131| shall provide investigative assistance to those agencies as

132| required.

133 (b) The Division of State Fire Marshal.
134 (c) The Division of R sk Managenent.
135 (d) The Division of Treasury, which shall include a Bureau

136/ of Deferred Conpensation responsible for adm nistering the
137| Governnment Enpl oyees Deferred Conpensation Plan established
138| under s. 112.215 for state enpl oyees.

139 (e) The Division of I|Insurance Fraud.

140 (f) The Division of Rehabilitation and Liquidation.
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141 (g) The Division of Insurance Agents and Agency Servi ces.
142 (h) The Division of Consumer Services, which shall include

143| a Bureau of Funeral and Cenetery Services.

144 1. The Division of Consuner Services shall performthe

145| followi ng functions concerning products or services regul ated by

146| the Departnent of Financial Services or by either office of the

147| Fi nanci al Servi ces Conmm SSi on:

148 a. Receive inquiries and conplaints fromconsuners;

149 b. Prepare and di ssem nate such infornmation as the

150| departnent deens appropriate to informor assist consuners;

151 c. Provide direct assistance and advocacy for consuners

152 who reguest such assi stance or advocacy,;

153 d. Wth respect to apparent or potential violations of |aw

154 or applicable rules by a person or entity |licensed by the

155| departnment or by either office of the conm ssion, report such

156/ apparent or potential violation to the appropriate division of

157 the departnent or office of the conm ssion, which may take such

158| further action as it deens appropri ate.

159 2. The division may request that any person in possession

160| of, or reasonably believed to be in possession of, accounts,

161| records, docunents, files, or any other infornation relating to

162 a consumer inquiry or conplaint, provide such information to the

163| division. Al requested information in the person’s possessi on

164 or control shall be filed with the division within 20 days after

165| the date of the request unless the division grants an extension

166/ for filing. If the requested information is not in the person’s

167| possession or control, the person shall informthe division

168 within 20 days after the date of the request. Possessi on and
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169 control of infornation includes, but is not limted to,

170 infornmation in the possession of the person’s officers,

171| attorneys, enployees, agents and representatives. The division

172 nmay, in its discretion, inpose an adni nistrative penalty upon

173| any entity licensed by the departnent or the Ofice of Insurance

174 Requl ation for failure to conply with this subparagraph in an

175\ anmpunt up to $2,500 per violation, and upon any i ndivi dual

176| licensed by the departnent or the Ofice of |Insurance Regul ati on

177 for failure to conply with this subparagraph in an anount of
178| $250 for the first violation, $500 for the second violation, and
179 up to $1,000 per violation thereafter. Additionally, the

180 division shall report violations of this subparagraph to the

181| appropriate division of the departnent or the appropriate

182 office. This subparagraph shall not apply to entities regul ated

183| by the Ofice of Financial Institutions and Securities

184| Regqgul ati on.

185 3. The departnent shall have the authority to adopt rul es

186/ to inplenent the provisions of this paragraph.

187 4. The powers, duties, and responsibilities expressed or

188| granted in this paragraph shall not |limt the powers, duties,

189| and responsibilities of the Departnent of Financial Services,

190| the Financial Services Comm ssion, the O fice of the | nsurance

191 Reqgul ation, or the Ofice of Financial Institutions and

192 Securities Regul ati on as provided by | aw.

193 (1) The Division of Wrkers' Conpensati on.
194 (j) The Division of Adm nistration.

195 (k) The Division of Legal Services.

196 (1) The Division of Information Systens.

Page 7 of 756
CODING: Words stricken are deletions; words underlined are additions.



F L ORI DA H O U S E O F R EPRESENTATI V E S

O
HB 1337 2003
cs

197 (m The Ofice of Insurance Consuner Advocate.

198 (3) FINANCI AL SERVI CES COMW SSI ON. -- Ef fective January 7,
199| 2003, there is created within the Departnent of Financi al

200 Services the Financial Services Conmm ssion, conposed of the

201| Covernor, the Attorney General, the Chief Financial Oficer, and
202 the Comm ssioner of Agriculture, which shall for purposes of

203| this section be referred to as the conm ssion. Conm ssion

204 nmenbers shall serve as agency head of the Financial Services
205 Conmm ssion. The conm ssion shall be a separate budget entity
206 and shall be exenpt fromthe provisions of s. 20.052. Comm ssion
207 action shall be by majority vote consisting of at |east three
208 affirmative votes. The comm ssion shall not be subject to

209 control, supervision, or direction by the Departnent of

210| Financial Services in any manner, including purchasing,

211| transactions involving real or personal property, personnel, or
212| budgetary natters.

213 (a) Structure.--The major structural unit of the

214 commi ssion is the office. Each office shall be headed by a

215| director. The followi ng offices are established:

216 1. The Ofice of Insurance Regul ation, which shall be

217| responsible for all activities concerning insurers and ot her

218| risk bearing entities, including licensing, rates, policy forns,
219 market conduct, clains, adjusters, issuance of certificates of
220| authority, solvency, viatical settlenents, prem um financing,
221| and admi nistrative supervision, as provided under the insurance
222| code or chapter 636. The head of the O fice of I|nsurance

223 Regulation is the Director of the Ofice of Insurance

224| Regul ati on.
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225 2. The O fice of Financial Institutions and Securities

226/ Regul ation, also to be known as the Ofice of Financia

227 Regul ation, which shall be responsible for all activities of the

228| Financial Services Conm ssion relating to the regul ation of

229| banks, credit unions, other financial institutions, finance

230 conpanies, and the securities industry. The head of the office
231| is the Director of the Ofice of Financial Institutions and

232| Securities Regulation. The Ofice of Financial Institutions and
233| Securities Regulation shall include a Bureau of Financi al

234| I nvestigations, which shall function as a crimnal justice

235 agency for purposes of ss. 943.045-943.08 and shall have a

236| separate budget. The bureau may conduct investigations within
237 or outside this state as the bureau deens necessary to aid in
238| the enforcenent of this section. If, during an investigation,
239| the office has reason to believe that any crimnal law of this
240 state has or may have been violated, the office shall refer any
241| records tending to show such violation to state or federal |aw
242| enforcenent or prosecutorial agencies and shall provide

243| investigative assistance to those agencies as required.

244 (b) Organization.--The conm ssion shall establish by rule
245/ any additional organizational structure of the offices. It is
246 the intent of the Legislature to provide the comm ssion with the
247 flexibility to organize the offices in any manner they determ ne
248| appropriate to pronote both efficiency and accountability.

249 (c) Powers.--Comm ssion nmenbers shall serve as the agency
250 head for purposes of rul emaking under ss. 120.536-120.565 by the
251| comm ssion and all subunits of the comm ssion. Each director is

252| agency head for purposes of final agency action under chapter
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253| 120 for all areas within the regulatory authority del egated to
254| the director's office.

255 (d) Appointnment and qualifications of directors.--The

256 conmm ssion shall appoint or renove each director by a ngjority
257| vote consisting of at |least three affirmative votes, with both
258 the Governor and the Chief Financial Oficer on the prevailing
259| side. The m ninmum qualifications of the directors are as

260| follows:

261 1. Prior to appointnment as director, the Director of the
262 O fice of Insurance Regul ati on nust have had, within the

263| previous 10 years, at least 5 years of responsible private

264| sector experience working full tinme in areas within the scope of
265 the subject matter jurisdiction of the Ofice of Insurance

266 Regul ation or at least 5 years of experience as a senior

267| exam ner or other senior enployee of a state or federal agency
268 having regulatory responsibility over insurers or insurance

269| agenci es.

270 2. Prior to appointnment as director, the Director of the
271 Ofice of Financial Institutions and Securities Regul ation nust
272 have had, within the previous 10 years, at |least 5 years of

273| responsible private sector experience working full tinme in areas
274 within the subject matter jurisdiction of the Ofice of

275 Financial Institutions and Securities Regulation or at least 5
276| years of experience as a senior exam ner or other senior

277 enployee of a state or federal agency having regul atory

278| responsibility over financial institutions, finance conpanies,

279| or securities conpanies.
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280 (e) Admnistrative support.--The offices shall have a

281 sufficient nunber of attorneys, exam ners, investigators, other
282| professional personnel to carry out their responsibilities and
283| adm nistrative personnel as determ ned annually in the

284| appropriations process. The Departnent of Financial Services
285 shall provide administrative and informati on systens support to
286| the offices.

287 Section 2. Subsection (6) of section 103.091, Florida
288| Statutes, is anmended to read:

289 103.091 Political parties.--

290 (6)(a)d—~ In addition to the nenbers provided for in

291| subsection (1), each county executive commttee shall include

292| all menbers of the Legislature who are residents of the county
293| and nenbers of their respective political party and who shall be
294 known as at-large comm tteenen and conmitteewonen.

295 (b)2—~ Each state executive commttee shall include, as at-
296| large commtteenen and comm tteewonen, all nenbers of the United
297| States Congress representing the State of Florida who are

298| nenbers of the political party, all statewi de elected officials
299 who are nenbers of the party, and the President of the Senate or
300f the Mnority Leader in the Senate, and the Speaker of the House
301 of Representatives or the Mnority Leader in the House of

302 Representatives, whichever is a nenber of the political party,
303 and 20 nenbers of the Legislature who are nenbers of the

304 political party. Ten of the legislators shall be appointed with
305 the concurrence of the state chair of the respective party, as
306 follows: five to be appointed by the President of the Senate;
307 five by the Mnority Leader in the Senate; five by the Speaker
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308 of the House of Representatives; and five by the Mnority Leader
309| in the House.

310 (c)3~ Wien a political party allows any nenber of the

311| state executive committee to have nore than one vote per person
312| other than by proxy, in a matter com ng before the state

313| executive comrittee, the 20 nenbers of the Legislature appointed
314| under subparagraph 2. shall not be appointed to the state

315/ executive commttee and the following elected officials who are
316 nenbers of that political party shall be appointed and shal

317 have the follow ng votes:

318 1.a— Governor: a nunber equal to 15 percent of votes cast
319 by state executive conmmtteenen and conmm tteewonen,;

320 2.b— Lieutenant Governor: a nunber equal to 5 percent of
321| the votes cast by state executive commtteenen and

322| comm tteewonen;

323 3.6~ Each nmenber of the United States Senate representing
324 the state: a nunber equal to 10 percent of the votes cast by

325| state executive conmtteenen and conmitteewonen

326 d—Secretary of State—a nunberequalto- 5 percentof the
397 . : .

328 4. e~ Attorney Ceneral: a nunmber equal to 5 percent of the

329| votes cast by state executive commtteenen and committeewonen;
330 5.~ Chief Financial Oficer Conptroler: a nunber equa

331] to 5 percent of the votes cast by state executive commtteenen

332 and conmi tteewonen;

333 g—Treasurer—a-nunber—egual—to-5 percent—of the votes
334| east—by stateexecutive commtteenen—and commtteeworen
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335 6. h— Conmi ssioner of Agriculture: a nunber equal to 5

336/ percent of the votes cast by state executive commtteenen and
337| comm tteewonen;

338 ——Comm-ssi-oher—of Education—a nunber equalto 5 percent
339 of the votes cast by state executive comm-tteenen—-and

340| comm-tteeworen-

341 7.4— President of the Senate: a nunber equal to 10 percent
342 of the votes cast by state executive conmtteenen and

343 committeewonen,;

344 8.k Mnority | eader of the Senate: a nunber equal to 10
345/ percent of the votes cast by state executive committeenen and
346| comm tteewonen;

347 9.~ Speaker of the House of Representatives: a nunber
348| equal to 10 percent of the votes cast by state executive

349| comm tteenmen and conmm tteewonen;

350 10.m- Mnority | eader of the House of Representatives: a
351 nunber equal to 10 percent of the votes cast by state executive
352| comm tteenen and conmitteewonen; and

353 11. A~ Each nenber of the United States House of

354| Representatives representing the state: a nunber equal to 1

355 percent of the votes cast by state executive comrtteenen and

356| comm tt eewonen.

357 (d)1.4—-a— The governing body of each state executive
358 committee as defined by party rule shall include as at-Iarge

359| comm tteenen and conm tteewonen all statew de elected officials
360 who are nmenbers of such political party; up to four nmenbers of
361 the United States Congress representing the state who are

362 nenbers of such political party and who shall be appoi nted by
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363 the state chair on the basis of geographic representation; the
364 permanent presiding officer selected by the nenbers of each
365 house of the Legislature who are nenbers of such political

366| party; and the mnority | eader selected by the nenbers of each
367| house of the Legislature who are nenbers of such political

368| party.

369 2.b— Al nmenbers of the governing body shall have one vote
370| per person.

371 Section 3. Paragraph (a) of subsection (2) of section

372| 110.1127, Florida Statutes, is anended to read:

373 110. 1127 Enpl oyee security checks. --

374 (2)(a) Al positions within the D vision of Treasury of

375 the Departnent of Financial Services inrsurance are deened to be

376| positions of special trust or responsibility, and a person nmay

377 be disqualified for enploynent in any such position by reason
378| of:

379 1. The conviction or prior conviction of a crinme which is
380 reasonably related to the nature of the position sought or held
381| by the individual; or

382 2. The entering of a plea of nolo contendere or, when a
383 jury verdict of guilty is rendered but adjudication of guilt is
384 withheld, with respect to a crine which is reasonably related to
385 the nature of the position sought or held by the individual.

386 Section 4. Subsection (4), paragraph (a) of subsection
387 (6), paragraphs (a), (d), (f), and(h) of subsection (8),

388| paragraph (b) of subsection (10), and subsections (11) and (12)
389| of section 112.215, Florida Statutes, are anended to read:
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390 112. 215 Governnent enpl oyees; deferred conpensation
391| program - -
392 (4)(a) The Chief Financial Oficer Freasurer, wWth the

393| approval of the State Board of Admi nistration, shall establish

394| such plan or plans of deferred conpensation for state enpl oyees,
395 including all such investnent vehicles or products incident

396| thereto, as may be avail abl e through, or offered by, qualified
397| conpani es or persons, and nmay approve one or nore such plans for
398| inplenentation by and on behalf of the state and its agencies
399 and enpl oyees.

400 (b) If the Chief Financial Oficer F+easurer deens it

401| advi sable, he or she shall have the power, with the approval of

402| the State Board of Admi nistration, to create a trust or other

403| special funds for the segregation of funds or assets resulting
404 from conpensation deferred at the request of enployees of the

405 state or its agencies and for the adm nistration of such

406| program

407 (c) The Chief Financial Oficer Freasurer, Wth the

408| approval of the State Board of Adm nistration, nmay del egate

409| responsibility for admnistration of the plan to a person the
410 Chief Financial Oficer Freasurer determnes to be qualified,
411| conpensate such person, and, directly or through such person or

412 pursuant to a collective bargaining agreenent, contract with a
413| private corporation or institution to provide such services as
414 may be part of any such plan or as nmay be deened necessary or
415 proper by the Chief Financial Oficer Feasurer or such person,
416( including, but not limted to, providing consolidated billing,

417 i ndividual and collective recordkeepi ng and accountings, asset
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418 purchase, control, and saf ekeepi ng, and direct disbursenent of

419 funds to enpl oyees or other beneficiaries. The Chief Financial

420 O ficer Freasurer may authorize a person, private corporation,

421 or institution to make direct disbursement of funds under the

422 plan to an enpl oyee or other beneficiary enby—upon—theorder—of
423| the Conptrollerto-the Treasurer.

424 (d) In accordance with such approved plan, and upon

425 contract or agreenent with an eligi ble enployee, deferrals of
426| conpensation nmay be acconplished by payroll deductions nade by
427) the appropriate officer or officers of the state, with such

428 funds being thereafter held and adm nistered in accordance with
429| the plan.

430 (6)(a) No deferred conpensation plan of the state shal

431| becone effective until approved by the State Board of

432 Administration and the Chief Financial Oficer Treasurer is

433| satisfied by opinion fromsuch federal agency or agencies as my

434| be deened necessary that the conpensation deferred thereunder
435 and/or the investnent products purchased pursuant to the plan
436/ will not be included in the enployee's taxable i ncone under

437 federal or state law until it is actually received by such

438( enpl oyee under the terns of the plan, and that such conpensation
439 will nonethel ess be deened conpensation at the time of deferra
440 for the purposes of social security coverage, for the purposes
441| of the state retirenent system and for any other retirenent,
442 pension, or benefit program established by |aw

443 (8)(a) There is hereby created a Deferred Conpensation
444 Advi sory Council conposed of seven nenbers.
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445 1. One nenber shall be appointed by the Speaker of the
446| House of Representatives and the President of the Senate jointly
447\ and shall be an enpl oyee of the |egislative branch.

448 2. One nenber shall be appointed by the Chief Justice of
449 the Suprene Court and shall be an enpl oyee of the judicial

450| branch.

451 3. One nenber shall be appointed by the chair of the

452 Public Enpl oyees Rel ati ons Conm ssion and shall be a nonexenpt
453| public enpl oyee.

454 4. The remaining four nenbers shall be enployed by the
455( executive branch and shall be appointed as foll ows:

456 a. One nenber shall be appointed by the Chancellor of the
457 State University System and shall be an enpl oyee of the

458| university system

459 b. One nenber shall be appointed by the Chief Financia
460 O ficer Freasurer and shall be an enpl oyee of the Chief

461| Financial Oficer Freasurer.

462 c. One nenber shall be appointed by the Governor and shal

463| be an enpl oyee of the executive branch.

464
465| shall—be-an—employeeof the Conptroller—
466 (d) The council shall neet at the call of its chair, at

467 the request of a majority of its nmenbership, or at the request
468 of the Chief Financial Oficer Freasurer, but not |ess than
469 twice a year. The business of the council shall be presented to

470 the council in the formof an agenda. The agenda shall be set
471 by the Chief Financial Oficer Freasurer and shall include itens

472 of business requested by the council nenbers.

Page 17 of 756
CODING: Words stricken are deletions; words underlined are additions.



F L ORI DA H O U S E O F R EPRESENTATI V E S

O

HB 1337 2003
CS
473 (f) The council shall nmake a report of each neeting to the
474 Chief Financial Oficer Feasurer, which shall show the names of
475 the nenbers present and shall include a record of its

476 di scussions, reconmmendati ons, and actions taken. The Chi ef
477\ Financial Oficer Freasurer shall keep the records of the

478| proceedi ngs of each neeting on file and shall make the records

479 available to any interested person or group.

480 (h) The advisory council shall provide assistance and
481 recomendations to the Chief Financial Oficer Freasurer
482| relating to the provisions of the plan, the insurance or

483 investnent options to be offered under the plan, and any ot her
484 contracts or appoi ntnments deened necessary by the council and

485 the Chief Financial Oficer Freasurer to carry out the

486| provisions of this act. The Chief Financial Oficer Freasurer
487 shall informthe council of the manner in which each counci

488 recomendation is being addressed. The Chief Financial Oficer

489 Treasurer shall provide the council, at |east annually, a report
490 on the status of the deferred conpensation program including,
491 but not limted to, information on participant enroll nent,

492 anount of conpensation deferred, total plan assets, product

493 provider performance, and participant satisfaction with the

494| program

495 (10)

496 (b)1. There is created in the State Treasury the Deferred
497 Conpensation Trust Fund, through which the Chief Financial

498 O ficer Freasurer as trustee shall hold noneys, pensions,

499 annuities, or other benefits accrued or accruing under and
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500 pursuant to 26 U S.C. s. 457 and the deferred conpensation pl an
501 provided for therein and adopted by this state; and

502 a. Al anobunts of conpensation deferred thereunder;

503 b. Al property and rights purchased with such anounts;
504| and

505 c. Al incone attributable to such anmounts, property, or
506| rights.

507 2. Notw thstanding the nandates of 26 U.S.C. s. 457(b)(6),

508 all of the assets specified in subparagraph 1. shall be held in
509| trust for the exclusive benefit of participants and their

510 beneficiaries as mandated by 26 U.S.C. s. 457(9g)(1).

511 (11) Wth respect to any funds held pursuant to a deferred
512\ conpensation plan, any plan provider which is a bank or savings
513| associ ation and which provides tinme deposit accounts and

514/ certificates of deposit as an investnent product to the plan
515 participants may, with the approval of the State Board of

516/ Admi nistration for providers in the state plan, or with the

517 approval of the appropriate official or body designated under
518| subsection (5) for a plan of a county, nunicipality, other

519| political subdivision, or constitutional county officer, be

520 exenpt fromthe provisions of chapter 280 requiring it to be a
521| qualified public depository, provided:

522 (a) The bank or savings association shall, to the extent
523| that the tinme deposit accounts or certificates of deposit are
524 not insured by the Federal Deposit Insurance Corporation or the
525 Federal Savings and Loan I nsurance Corporation, pledge

526 collateral wth the Chief Financial Oficer Freasurer for all

527| state funds held by it under a deferred conpensati on plan, or
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528 with such other appropriate official for all public funds held
529 by it under a deferred conpensation plan of a county,

530 nmunicipality, other political subdivision, or constitutiona
531| county officer, in an anobunt which equals at |east 150 percent
532 of all uninsured deferred conpensation funds then held.

533 (b) Said collateral shall be of the kind permtted by s.
534| 280.13 and shall be pledged in the manner provided for by the
535 applicable provisions of chapter 280.

536
537 The Chief Financial Oficer Feasurer shall have all the

538 applicable powers provided in ss. 280.04, 280.05, and 280.08

539 relating to the sale or other disposition of the pledged

540| coll ateral.
541 (12) The Chief Financial Oficer Freasurer nmay adopt any
542\ rule necessary to administer and inplenent this act with respect

543 to deferred conpensation plans for state enpl oyees.

544 Section 5. Paragraph (c) of subsection (2), paragraph (d)
545 of subsection (4), and paragraphs (a), (b), and (c) of

546| subsection (6) of section 215.555, Florida Statutes, are anmended
547| to read:

548 215.555 Florida Hurricane Catastrophe Fund.- -
549 (2) DEFINITIONS. --As used in this section
550 (c) "Covered policy" nmeans any insurance policy covering

551| residential property in this state, including, but not limted
552| to, any honeowner's, nobile hone owner's, farm owner's,

553| condom ni um associ ati on, condom niumunit owner's, tenant's, or
554| apartnment building policy, or any other policy covering a

555 residential structure or its contents issued by any authorized
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556/ insurer, including any joint underwiting association or simlar
557| entity created pursuant to law. The term "covered policy"

558 includes any collateral protection insurance policy covering

559| personal residences which protects both the borrower's and the
560| lender's financial interests, in an anmount at |east equal to the
561 coverage for the dwelling in place under the | apsed honmeowner's
562 policy, if such policy can be accurately reported as required in
563| subsection(5). Additionally, covered policies include policies
564| covering the peril of wind renoved fromthe Florida Residential
565 Property and Casualty Joint Underwiting Association or fromthe

566/ Citizens Property Insurance Corporation, created pursuant to s.
567 627.351(6), or fromthe Florida Wndstorm Underwiting
568 Associ ation, created pursuant to s. 627.351(2), by an authorized

569| insurer under the terns and conditions of an executed assunption
570 agreenent between the authorized insurer and either such

571| association. Each assunption agreenent between the either

572| associ ation and such authorized insurer nust be approved by the

573 Florida Departnent of Insurance or the Ofice of |Insurance

574 Regul ation prior to the effective date of the assunption, and

575 the Departnent of Insurance or the Ofice of Insurance

576/ Regul ation nust provide witten notification to the board within

577 15 worki ng days after such approval. "Covered policy" does not
578 include any policy that excludes wi nd coverage or hurricane
579| coverage or any reinsurance agreenent and does not include any
580 policy otherwi se neeting this definition which is issued by a
581| surplus lines insurer or a reinsurer.

582 (4) REI MBURSEMENT CONTRACTS. - -
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583 (d)1. For purposes of determning potential liability and
584| to aid in the sound admnistration of the fund, the contract

585 shall require each insurer to report such insurer's |osses from
586| each covered event on an interimbasis, as directed by the

587 board. The contract shall require the insurer to report to the
588 board no | ater than Decenber 31 of each year, and quarterly

589| thereafter, its reinbursable |osses fromcovered events for the
590 year. The contract shall require the board to determ ne and pay,
591| as soon as practicable after receiving these reports of

592| reinbursable |losses, the initial amount of reinbursenent due and
593| adjustnments to this anobunt based on later |loss information. The
594 adjustments to rei nbursenment amounts shall require the board to
505 pay, or the insurer to return, anounts reflecting the nost

596 recent cal culation of | osses.

597 2. In determning reinbursenments pursuant to this

598 subsection, the contract shall provide that the board shall:

599 a. First reinburse insurers witing covered policies,

600 which insurers are in full conpliance with this section and have
601| petitioned the Ofice of Insurance Regul ati on Departrwent—of

602| +nsurance and qualified as limted apportionnent conpani es under
603 s. 627.351(2)(b)3. The anpunt of such rei nbursenment shall be
604| the lesser of $10 mllion or an anobunt equal to 10 tines the

605| insurer's reinbursenment premiumfor the current year. The

606 amount of reinbursenent paid under this sub-subparagraph nmay not
607| exceed the full amunt of reinbursenent prom sed in the

608| rei nmbursenent contract. This sub-subparagraph does not apply

609 with respect to any contract year in which the year-end

610| projected cash bal ance of the fund, exclusive of any bonding
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611| capacity of the fund, exceeds $2 billion. Only one nenber of any
612| insurer group nmay receive reinbursenent under this sub-

613| subparagraph.

614 b. Next pay to each insurer such insurer's projected

615| payout, which is the ampunt of reinbursenent it is owed, up to
616/ an anount equal to the insurer's share of the actual prem um
617| paid for that contract year, multiplied by the actual clains-
618| paying capacity available for that contract year; provided,

619 entities created pursuant to s. 627.351 shall be further

620| reinbursed in accordance wth sub-subparagraph c.

621 c. Thereafter, establish, based on reinbursable | osses,
622| the prorated rei nbursenent |evel at the highest |evel for which
623| any renai ning fund bal ance or bond proceeds are sufficient to
624 reinburse entities created pursuant to s. 627.351 for | osses
625| exceedi ng the anounts payabl e pursuant to sub-subparagraph b.

626/ for the current contract year

627 (6) REVENUE BONDS. - -
628 (a) General provisions.--
629 1. Upon the occurrence of a hurricane and a determ nation

630| that the noneys in the fund are or will be insufficient to pay
631 reinbursenent at the levels prom sed in the rei nbursenent

632 contracts, the board nay take the necessary steps under

633| paragraph (b) or paragraph (c) for the issuance of revenue bonds
634 for the benefit of the fund. The proceeds of such revenue bonds
635/ may be used to nake rei nbursenent paynents under rei nbursenent
636| contracts; to refinance or replace previously existing

637 borrowi ngs or financial arrangenents; to pay interest on bonds;

638/ to fund reserves for the bonds; to pay expenses incident to the
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639| issuance or sale of any bond issued under this section,

640| including costs of validating, printing, and delivering the

641| bonds, costs of printing the official statenment, costs of

642 publishing notices of sale of the bonds, and rel ated

643| adm nistrative expenses; or for such other purposes related to
644| the financial obligations of the fund as the board may

645 determ ne. The term of the bonds may not exceed 30 years. The
646/ board may pl edge or authorize the corporation to pledge all or a
647 portion of all revenues under subsection (5) and under

648| subparagraph 3. to secure such revenue bonds and the board may
649| execute such agreenents between the board and the issuer of any
650| revenue bonds and providers of other financing arrangenents

651| under paragraph (7)(b) as the board deens necessary to evi dence,
652 secure, preserve, and protect such pledge. If reinbursenent

653| prem uns received under subsection (5) or earnings on such

654| premuns are used to pay debt service on revenue bonds, such

655 prem uns and earnings shall be used only after the use of the
656/ noneys derived from assessnents under subparagraph 3. The

657 funds, credit, property, or taxing power of the state or

658| political subdivisions of the state shall not be pledged for the
659| payment of such bonds. The board may al so enter into agreenents
660 under paragraph (b) or paragraph (c) for the purpose of issuing
661| revenue bonds in the absence of a hurricane upon a determ nation
662 that such action would nmaxim ze the ability of the fund to neet
663| future obligations.

664 2. The Legislature finds and decl ares that the issuance of
665/ bonds under this subsection is for the public purpose of paying

666/ the proceeds of the bonds to insurers, thereby enabling insurers
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667| to pay the clainms of policyholders to assure that policyhol ders
668 are able to pay the cost of construction, reconstruction,

669| repair, restoration, and other costs associated with danage to
670 property of policyhol ders of covered policies after the

671 occurrence of a hurricane. Revenue bonds nmay not be issued under
672| this subsection until validated under chapter 75. The validation
673| of at least the first obligations incurred pursuant to this

674| subsection shall be appealed to the Suprenme Court, to be handl ed
675 on an expedited basis.

676 3. If the board determ nes that the anount of revenue

677| produced under subsection (5) is insufficient to fund the

678| obligations, costs, and expenses of the fund and the

679| corporation, including repaynment of revenue bonds, the board

680 shall direct the Ofice of Insurance Regul ati on BPepartwent—of
681l| Hnsurance to | evy an energency assessnment on each insurer

682 writing property and casualty business in this state. Pursuant
683 to the enmergency assessnent, each such insurer shall pay to the
684| corporation by July 1 of each year an anount set by the board
685 not exceeding 2 percent of its gross direct witten prem umfor
686/ the prior year fromall property and casualty business in this
687| state except for workers' conpensation, except that, if the

688 CGovernor has declared a state of energency under s. 252.36 due
689 to the occurrence of a covered event, the anount of the

690 assessnent for the contract year may be increased to an anount
691| not exceeding 4 percent of such premum Any assessnent

692| authority not used for the contract year nay be used for a

693| subsequent contract year. If, for a subsequent contract year,

694| the board determ nes that the anount of revenue produced under
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695| subsection (5) is insufficient to fund the obligations, costs,
696| and expenses of the fund and the corporation, including

697| repaynent of revenue bonds for that contract year, the board
698 shall direct the Ofice of Insurance Regul ati on BPepartwent—of
699| Insurance to |levy an energency assessnent up to an anmount not

700| exceedi ng the amount of unused assessnent authority froma

701| previous contract year or years, plus an additional 2 percent if
702| the CGovernor has declared a state of energency under s. 252.36
703 due to the occurrence of a covered event. Any assessnent

704 authority not used for the contract year may be used for a

705/ subsequent contract year. As used in this subsection, the term
706| "property and casualty business" includes all |ines of business
707| identified on Form 2, Exhibit of Prem unms and Losses, in the
708 annual statenent required by s. 624.424 and any rul es adopted
709| under such section, except for those lines identified as

710| accident and health insurance. The annual assessnents under this
711| subparagraph shall continue as |long as the revenue bonds issued
712 with respect to which the assessnment was i nposed are

713| outstandi ng, unless adequate provision has been nmade for the
714 paynent of such bonds pursuant to the docunents authorizing

715| issuance of the bonds. An insurer shall not at any tinme be

716/ subject to aggregate annual assessnents under this subparagraph
717| of nore than 2 percent of prem um except that in the case of a
718| decl ared energency, an insurer shall not at any tine be subject
719| to aggregate annual assessnents under this subparagraph of nore
720| than 6 percent of prem um provided, no nore than 4 percent may
721| be assessed for any one contract year. Any rate filing or

722| portion of arate filing reflecting a rate change attri butabl e
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723| entirely to the assessnent |evied under this subparagraph shal
724 be deenmed approved when nmade, subject to the authority of the
725 O fice of Insurance Regul ati on Departrent—ef—tnsurance to

726 require actuarial justification as to the adequacy of any rate

727 at any tinme. |If the rate filing reflects only a rate change
728| attributable to the assessnment under this paragraph, the filing
729 may consist of a certification so stating. The assessnents

730| otherw se payable to the corporation pursuant to this

731| subparagraph shall be paid instead to the fund unless and until

732 the Ofice of Insurance Reqgul ati on Pepartrent—of—tnsurance has

733| received fromthe corporation and the fund a notice, which shal

734 be concl usive and upon which the Ofice of Insurance Regul ation

735| Departrent—of—tnsurance may rely w thout further inquiry, that

736/ the corporation has issued bonds and the fund has no agreenents

737 in effect with | ocal governnents pursuant to paragraph (b). On
738| or after the date of such notice and until such date as the

739| corporation has no bonds outstanding, the fund shall have no
740 right, title, or interest in or to the assessnents, except as
741| provided in the fund' s agreenents with the corporation.

742 (b) Revenue bond issuance through counties or

743| nmunicipalities.--

744 1. If the board elects to enter into agreenents with | oca
745| governnents for the issuance of revenue bonds for the benefit of
746| the fund, the board shall enter into such contracts with one or
747 nore local governments, including agreenents providing for the
748| pl edge of revenues, as are necessary to effect such issuance.
749 The governing body of a county or nunicipality is authorized to
750| issue bonds as defined in s. 125.013 or s. 166.101 fromtine to
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751 tinme to fund an assistance program in conjunction with the

752| Florida Hurricane Catastrophe Fund, for the purposes set forth
753| in this section or for the purpose of paying the costs of

754 construction, reconstruction, repair, restoration, and other

755| costs associated with danage to properties of policyhol ders of
756| covered policies due to the occurrence of a hurricane by

757| assuring that policyholders located in this state are able to
758| recover clainms under property insurance policies after a covered
759 event.

760 2. In order to avoid needless and indiscrimnate

761 proliferation, duplication, and fragnentation of such assistance
762| prograns, any |ocal governnent may provide for the paynment of
763| fund rei nmbursenents, regardl ess of whether or not the | osses for
764| which rei nbursenent is made occurred within or outside of the
765| territorial jurisdiction of the |ocal governnent.

766 3. The state hereby covenants with hol ders of bonds issued
767| under this paragraph that the state will not repeal or abrogate
768/ the power of the board to direct the Ofice of |Insurance

769 Regul ati on Departrent—of—tnsurance to | evy the assessnents and

770 to collect the proceeds of the revenues pledged to the paynent

771 of such bonds as |ong as any such bonds remai n outstanding

772| unl ess adequat e provision has been made for the paynent of such
773| bonds pursuant to the docunents authorizing the issuance of such
774 bonds.

775 4. There shall be no liability on the part of, and no

776| cause of action shall arise against any nmenbers or enpl oyees of

777 the governing body of a |ocal governnment for any actions taken

778 by themin the performance of their duties under this paragraph.
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779 (c) Florida Hurricane Catastrophe Fund Fi nance
780| Corporation. --
781 1. In addition to the findings and declarations in

782 subsection (1), the Legislature also finds and decl ares that:
783 a. The public benefits corporation created under this

784| paragraph will provide a nechani sm necessary for the cost-

785| effective and efficient issuance of bonds. This nechanismw ||
786| elimnate unnecessary costs in the bond i ssuance process,

787 thereby increasing the anounts avail able to pay rei nbursenent
788| for losses to property sustained as a result of hurricane

789| danmage.

790 b. The purpose of such bonds is to fund rei nbursenents
791 through the Florida Hurricane Catastrophe Fund to pay for the
792| costs of construction, reconstruction, repair, restoration, and
793| other costs associated with danage to properties of

794| policyhol ders of covered policies due to the occurrence of a
795| hurricane.

796 c. The efficacy of the financing mechanismwll be

797 enhanced by the corporation's ownership of the assessnents, by
798| the insulation of the assessnents from possi bl e bankruptcy

799| proceedings, and by covenants of the state with the

800| corporation's bondhol ders.

801 2.a. There is created a public benefits corporation, which
802 is an instrunentality of the state, to be known as the Florida
803| Hurricane Catastrophe Fund Fi nance Cor poration.

804 b. The corporation shall operate under a five-nenber board

805 of directors consisting of the Governor or a designee, the Chief
806| Financial Oficer Conptroller or a designee, the Attorney
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807| GCeneral Jreasurer or a designee, the director of the Division of
808| Bond Finance of the State Board of Admi nistration, and the

809| senior enployee of the State Board of Adm nistration responsible
810| for operations chief—operatingofiicer of the Florida Hurricane
811| Catastrophe Fund.

812 c. The corporation has all of the powers of corporations

813| wunder chapter 607 and under chapter 617, subject only to the
814| provisions of this subsection.

815 d. The corporation may issue bonds and engage in such
816/ other financial transactions as are necessary to provide

817 sufficient funds to achieve the purposes of this section.

818 e. The corporation may invest in any of the investnents
819| authorized under s. 215.47.
820 f. There shall be no liability on the part of, and no

821| cause of action shall arise against, any board nenbers or

822| enpl oyees of the corporation for any actions taken by themin
823| the performance of their duties under this paragraph

824 3.a. In actions under chapter 75 to validate any bonds

825| issued by the corporation, the notice required by s. 75.06 shal
826/ be published only in Leon County and in two newspapers of

827| general circulation in the state, and the conplaint and order of
828 the court shall be served only on the State Attorney of the

829| Second Judicial Circuit.

830 b. The state hereby covenants with hol ders of bonds of the
831| corporation that the state will not repeal or abrogate the power
832| of the board to direct the Ofice of Insurance Regul ati on

833| Departrent—of—tnsurance to |l evy the assessnents and to col |l ect

834| the proceeds of the revenues pledged to the paynent of such
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835/ bonds as |ong as any such bonds remai n outstandi ng unl ess

836| adequate provision has been nade for the paynent of such bonds
837| pursuant to the docunents authorizing the issuance of such

838| bonds.

839 4. The bonds of the corporation are not a debt of the

840 state or of any political subdivision, and neither the state nor
841| any political subdivision is |iable on such bonds. The

842| corporation does not have the power to pledge the credit, the
843| revenues, or the taxing power of the state or of any politica
844 subdivision. The credit, revenues, or taxing power of the state
845 or of any political subdivision shall not be deenmed to be

846| pledged to the paynent of any bonds of the corporation.

847 5.a. The property, revenues, and other assets of the

848| corporation; the transactions and operations of the corporation
849| and the incone from such transactions and operations; and al

850 bonds issued under this paragraph and interest on such bonds are
851| exenpt fromtaxation by the state and any political subdivision,
852 including the intangibles tax under chapter 199 and the incone
853| tax under chapter 220. This exenption does not apply to any tax
854| inposed by chapter 220 on i nterest, incone, or profits on debt
855 obligations owned by corporations other than the Florida

856 Hurricane Catastrophe Fund Fi nance Cor poration.

857 b. Al bonds of the corporation shall be and constitute
858| legal investnents without limtation for all public bodies of
859| this state; for all banks, trust conpanies, savings banks,

860 savi ngs associ ations, savings and | oan associ ati ons, and

861| investnent conpanies; for all adm nistrators, executors,

862| trustees, and other fiduciaries; for all insurance conpanies and
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863| associ ations and ot her persons carrying on an insurance

864| business; and for all other persons who are now or may hereafter
865 be authorized to invest in bonds or other obligations of the

866| state and shall be and constitute eligible securities to be

867| deposited as collateral for the security of any state, county,
868| nmunicipal, or other public funds. This sub-subparagraph shall be
869| considered as additional and suppl enental authority and shal

870| not be limted wi thout specific reference to this sub-

871| subparagraph.

872 6. The corporation and its corporate existence shal

873 continue until term nated by |aw, however, no such | aw shal

874 take effect as long as the corporation has bonds outstanding

875 unl ess adequate provision has been nmade for the paynent of such
876| bonds pursuant to the docunents authorizing the issuance of such
877| bonds. Upon term nation of the existence of the corporation, al
878 of its rights and properties in excess of its obligations shal
879| pass to and be vested in the state.

880 Section 6. Subsection (5) of section 215.559, Florida

88l Statutes, is anended to read:

882 215.559 Hurricane Loss Mtigation Program --

883 (5) Except for the programset forth in subsection (3),
884| the Departnment of Community Affairs shall devel op the prograns
885 set forth in this section in consultation with an advisory

886| council consisting of a representative designated by the Chief

887 Financial Oficer Departrent—oftnsurance, a representative
888| designated by the Florida Home Buil ders Association, a

889| representative designated by the Florida I nsurance Council, a

890| representative designated by the Federation of Manufactured Hone
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891| Owners, a representative designated by the Florida Association
892 of Counties, and a representative designated by the Florida
893| Manuf act ured Housi ng Associ ati on.

894 Section 7. Subsection (2) of section 391.221, Florida
895| Statutes, is anended to read:

896 391.221 Statew de Children's Medical Services Network
897| Advisory Council . --

898 (2) The council shall be conposed of 12 nenbers

899| representing the private health care provider sector, famlies
900| with children who have special health care needs, the Agency for
901| Health Care Administration, the Ofice of |Insurance Regul ati on

902| of the Financial Services Conm ssion Departrwent—of—tnsurance,
903 the Florida Chapter of the Anerican Acadeny of Pediatrics, an

904| academ c health center pediatric program and the health

905| insurance industry. Menbers shall be appointed for 4-year,

906/ staggered terns. In no case shall an enpl oyee of the Departnent
907| of Health serve as a nenber or as an ex officio nenber of the
908 advisory council. A vacancy shall be filled for the renai nder
909| of the unexpired termin the sanme manner as the original

910 appointnment. A nenber nmay not be appointed to nore than two

911| consecutive ternms. However, a nenber nay be reappointed after
912 being off the council for at |east 2 years.

913 Section 8. Paragraph (b) of subsection (2) of section

914 401.245, Florida Statutes, is anended to read:

915 401. 245 Energency Medical Services Advisory Council. --

916 (2)

917 (b) Representation on the Emergency Medical Services

918/ Advisory Council shall include: two |licensed physicians who are
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919 "nedical directors” as defined in s. 401.23(15) or whose nedi cal
920 practice is closely related to energency nedi cal services; two
921| energency nedical service adm nistrators, one of whomis

922| enployed by a fire service; two certified paranedi cs, one of

923 whomis enployed by a fire service; two certified energency

924| nedi cal technicians, one of whomis enployed by a fire service;
925 one energency nedical services educator; one energency nurse;
926/ one hospital adm nistrator; one representative of air anbul ance
927| services; one representative of a conmercial anbul ance operator;
928 and two | aypersons who are in no way connected w th energency
929| nedical services, one of whomis a representative of the

930 elderly. Ex officio nenbers of the advisory council fromstate
931| agencies shall include, but shall not be linmted to,

932| representatives fromthe Departnment of Education, the Depart nent
933 of Managenent Services, the Ofice of Insurance Regul ation of

934\ the Financial Services Commi ssion Departrent—ef—tnsurance, the
935 Departnent of Hi ghway Safety and Mdtor Vehicles, the Departnent

936/ of Transportation, and the Departnment of Comrunity Affairs.

937 Section 9. Paragraph (a) of subsection (8) of section

938| 408.05, Florida Statutes, is anmended to read:

939 408.05 State Center for Health Statistics.--

940 (8) STATE COVPREHENSI VE HEALTH | NFORMATI ON SYSTEM ADVI SORY
941 COUNCI L. - -

942 (a) There is established in the agency the State

943| Conprehensive Health I nformation System Advisory Council to
944 assist the center in review ng the conprehensive health
945/ information systemand to recommend i nprovenments for such

946/ system The council shall consist of the follow ng nenbers:
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947 1. An enployee of the Executive Ofice of the Governor, to
948| be appointed by the Governor.

949 2. An enpl oyee of the Departnent of Financial Services

950| Departrwent—oef—tnsurance, to be appointed by the Chief Financial
951| O ficer lnsurance Comm-Sssioher

952 3. An enployee of the Departnent of Education, to be

953| appointed by the Conm ssioner of Education.

954 4. Ten persons, to be appointed by the Secretary of Health
955 Care Adm nistration, representing other state and | ocal

956/ agencies, state universities, the Florida Association of

957| Business/Health Coalitions, |ocal health councils, professional

958| health-care-rel ated associ ati ons, consuners, and purchasers.

959 Section 10. Section 408.7056, Florida Statutes, is anended
960| to read:

961 408. 7056 St atew de Provider and Subscri ber Assistance

962| Program - -

963 (1) As used in this section, the term

964 (a) "Agency" neans the Agency for Health Care

965 Adm ni stration.

966 . .

967 (b)e)» "Gievance procedure” nmeans an established set of

968| rules that specify a process for appeal of an organizati onal

969| deci sion.

970 (c)td "Health care provider" or "provider" neans a state-
971| licensed or state-authorized facility, a facility principally
972| supported by a | ocal government or by funds froma charitable
973| organi zation that holds a current exenption fromfederal incone

974 tax under s. 501(c)(3) of the Internal Revenue Code, a |licensed

Page 35 of 756
CODING: Words stricken are deletions; words underlined are additions.



F L ORI DA H O U S E O F R EPRESENTATI V E S

O
HB 1337 2003
cs

975 practitioner, a county health departnment established under part
976 | of chapter 154, a prescribed pediatric extended care center
977 defined in s. 400.902, a federally supported primary care

978| program such as a mgrant health center or a community health
979| center authorized under s. 329 or s. 330 of the United States
980| Public Health Services Act that delivers health care services to
981| individuals, or a community facility that receives funds from
982| the state under the Community Al cohol, Drug Abuse, and Ment al
983| Health Services Act and provides nental health services to

984 individuals.

985 (d)e)} "Mnaged care entity" neans a heal th mai nt enance
986 organization or a prepaid health clinic certified under chapter
987 641, a prepaid health plan authorized under s. 409.912, or an
988| exclusive provider organization certified under s. 627.6472.

989 (e) "Ofice" neans the Ofice of Insurance Regul ation of

990| the Financial Services Conm ssion.

991 (f) "Panel" neans a statew de provider and subscri ber

992| assistance panel selected as provided in subsection (11).

993 (2) The agency shall adopt and inplenent a programto

994 provide assistance to subscribers and providers, including those
995/ whose grievances are not resolved by the nmanaged care entity to
996| the satisfaction of the subscriber or provider. The program

997| shall consist of one or nore panels that neet as often as

998| necessary to tinely review, consider, and hear grievances and
999 recommend to the agency or the office departwent any actions
1000 that should be taken concerning individual cases heard by the
1001| panel. The panel shall hear every grievance filed by subscribers

1002 and providers on behalf of subscribers, unless the grievance:
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1003 (a) Relates to a nanaged care entity's refusal to accept a
1004| provider into its network of providers;

1005 (b) |Is part of an internal grievance in a Medicare managed
1006| care entity or a reconsideration appeal through the Mdicare
1007| appeal s process whi ch does not involve a quality of care issue;
1008 (c) Is related to a health plan not regulated by the state
1009 such as an adm nistrative services organization, third-party
1010 admi nistrator, or federal enployee health benefit program

1011 (d) Is related to appeals by in-plan suppliers and

1012\ providers, unless related to quality of care provided by the
1013| pl an;

1014 (e) Is part of a Medicaid fair hearing pursued under 42
1015 C F.R ss. 431.220 et seq.;

1016 (f) |Is the basis for an action pending in state or federa
1017| court;

1018 (g) Is related to an appeal by nonparticipating providers,

1019| wunless related to the quality of care provided to a subscriber
1020 by the nmanaged care entity and the provider is involved in the
1021| care provided to the subscriber;

1022 (h) Was filed before the subscriber or provider conpleted
1023 the entire internal grievance procedure of the managed care
1024\ entity, the managed care entity has conplied with its tinmefranes
1025 for conpleting the internal grievance procedure, and the

1026| circunstances descri bed in subsection (6) do not apply;

1027 (i) Has been resolved to the satisfaction of the

1028 subscriber or provider who filed the grievance, unless the

1029 nmanaged care entity's initial action is egregious or may be

1030( indicative of a pattern of inappropriate behavior;
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1031 (j) Islimted to seeking damages for pain and suffering,
1032\ | ost wages, or other incidental expenses, including accrued

1033| interest on unpaid bal ances, court costs, and transportation
1034| costs associated with a grievance procedure;

1035 (k) Islimted to issues involving conduct of a health
1036/ care provider or facility, staff nenber, or enployee of a

1037 managed care entity which constitute grounds for disciplinary
1038| action by the appropriate professional |icensing board and is
1039 not indicative of a pattern of inappropriate behavior, and the
1040 agency or office departrent has reported these grievances to the
1041| appropriate professional |icensing board or to the health

1042| facility regulation section of the agency for possible

1043| investigation; or

1044 (1) Is wthdrawn by the subscriber or provider. Failure
1045| of the subscriber or the provider to attend the hearing shall be
1046/ considered a withdrawal of the grievance.

1047 (3) The agency shall review all grievances within 60 days
1048| after receipt and nmake a determ nati on whether the grievance
1049| shall be heard. Once the agency notifies the panel, the

1050 subscriber or provider, and the nmanaged care entity that a

1051| grievance will be heard by the panel, the panel shall hear the
1052 grievance either in the network area or by tel econference no
1053| later than 120 days after the date the grievance was filed. The
1054| agency shall notify the parties, in witing, by facsimle

1055| transm ssion, or by phone, of the tine and place of the hearing.
1056 The panel may take testinmony under oath, request certified

1057| copi es of docunents, and take simlar actions to collect

1058 information and docunentation that will assist the panel in
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1059 nmking findings of fact and a recommendati on. The panel shal
1060 issue a witten reconmmendation, supported by findings of fact,
1061 to the provider or subscriber, to the nmanaged care entity, and
1062| to the agency or the office departnent no |ater than 15 working
1063| days after hearing the grievance. |If at the hearing the panel
1064| requests additional docunentation or additional records, the
1065 time for issuing a recommendation is tolled until the

1066/ information or docunentation requested has been provided to the

1067| panel. The proceedi ngs of the panel are not subject to chapter
1068| 120.
1069 (4) If, upon receiving a proper patient authorization

1070| along with a properly filed grievance, the agency requests

1071| nedical records froma health care provider or nanaged care

1072| entity, the health care provider or nmanaged care entity that has
1073| custody of the records has 10 days to provide the records to the
1074 agency. Failure to provide requested nedical records may result
1075 in the inposition of a fine of up to $500. Each day that

1076/ records are not produced is considered a separate violation.

1077 (5 Giievances that the agency determ nes pose an

1078| i mredi ate and serious threat to a subscriber's health nust be
1079 given priority over other grievances. The panel nay neet at the
1080 call of the chair to hear the grievances as quickly as possible
1081 but no later than 45 days after the date the grievance is filed,
1082| unl ess the panel receives a waiver of the tine requirenent from
1083 the subscriber. The panel shall issue a witten recommendati on,
1084 supported by findings of fact, to the office departrent or the
1085 agency within 10 days after hearing the expedited grievance.
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1086 (6) Wen the agency determnes that the life of a

1087| subscriber is in inmm nent and emergent jeopardy, the chair of
1088 the panel may convene an energency hearing, within 24 hours

1089| after notification to the nanaged care entity and to the

1090| subscriber, to hear the grievance. The grievance nust be heard
1091 notwi t hstandi ng that the subscri ber has not conpleted the

1092| internal grievance procedure of the managed care entity. The
1093| panel shall, upon hearing the grievance, issue a witten

1094| energency recomrendati on, supported by findings of fact, to the
1095| managed care entity, to the subscriber, and to the agency or the
1096| office departrent for the purpose of deferring the immnent and
1097 energent jeopardy to the subscriber's life. Wthin 24 hours
1098 after receipt of the panel's energency recommendati on, the

1099| agency or office departhent nmay i ssue an energency order to the
1100 nmanaged care entity. An enmergency order remains in force until:

1101 (a) The grievance has been resol ved by the nmanaged care
1102 entity;

1103 (b) Medical intervention is no | onger necessary; or

1104 (c) The panel has conducted a full hearing under

1105| subsection (3) and issued a recomendation to the agency or the
1106 office departrent, and the agency or office departrent has

1107| issued a final order

1108 (7) After hearing a grievance, the panel shall make a
1109| recomrendation to the agency or the office departrent which nmay
1110| include specific actions the nmanaged care entity nust take to
1111 conply with state laws or rules regul ati ng managed care

1112| entities.
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1113 (8) A managed care entity, subscriber, or provider that is
1114| affected by a panel recommendation may within 10 days after

1115 receipt of the panel's reconmmendation, or 72 hours after receipt
1116 of a recommendation in an expedited grievance, furnish to the
1117| agency or office departrent witten evidence in opposition to
1118 the recomrendati on or findings of fact of the panel.

1119 (9) No later than 30 days after the issuance of the

1120 panel's recomendati on and, for an expedited grievance, no |ater
1121| than 10 days after the issuance of the panel's reconmendati on,
1122\ the agency or the office departrnent may adopt the panel's

1123 recommendati on or findings of fact in a proposed order or an
1124| energency order, as provided in chapter 120, which it shal

1125/ issue to the managed care entity. The agency or office

1126| departrent may i ssue a proposed order or an energency order, as
1127| provided in chapter 120, inposing fines or sanctions, including
1128 those contained in ss. 641.25 and 641.52. The agency or the
1129| office departwent may reject all or part of the panel's

1130 recommendation. Al fines collected under this subsection nust
1131| be deposited into the Health Care Trust Fund.

1132 (10) In determining any fine or sanction to be inposed,
1133 the agency and the office departrent may consider the foll ow ng
1134| factors:

1135 (a) The severity of the nonconpliance, including the

1136| probability that death or serious harmto the health or safety
1137 of the subscriber will result or has resulted, the severity of
1138/ the actual or potential harm and the extent to which provisions

1139 of chapter 641 were viol at ed.
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1140 (b) Actions taken by the nanaged care entity to resolve or
1141 remedy any quality-of-care grievance.

1142 (c) Any previous incidents of nonconpliance by the managed
1143| care entity.

1144 (d) Any other relevant factors the agency or office

1145 departwent considers appropriate in a particular grievance.

1146 (11) The panel shall consist of nenbers enpl oyed by the
1147\ agency, and nenbers enpl oyed by the office departwent, and

1148| nenbers enpl oyed by the Departnent of Financial Services, chosen

1149 by their respective agencies; a consumer appointed by the

1150 Governor; a physician appointed by the Governor, as a standing
1151 nmenber; and physicians who have expertise relevant to the case
1152 to be heard, on a rotating basis. The agency may contract with a
1153| nedical director and a primary care physician who shall provide
1154 additional technical expertise to the panel. The nedi cal

1155| director shall be selected froma heal th mai ntenance

1156| organization with a current certificate of authority to operate
1157 in Florida.

1158 (12) Every managed care entity shall submt a quarterly
1159 report to the agency and the office departwent [isting the

1160 nunber and the nature of all subscribers' and providers

1161| grievances whi ch have not been resolved to the satisfaction of
1162 the subscriber or provider after the subscriber or provider

1163| follows the entire internal grievance procedure of the managed
1164| care entity. The agency shall notify all subscribers and

1165 providers included in the quarterly reports of their right to
1166/ file an unresolved grievance with the panel.
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1167 (13) Any information which would identify a subscriber or

1168| the spouse, relative, or guardian of a subscriber and which is
1169 contained in a report obtained by the office Departwent—of

1170| Hnsurance pursuant to this section is confidential and exenpt
1171 fromthe provisions of s. 119.07(1) and s. 24(a), Art. | of the
1172| State Constitution.

1173 (14) A proposed order issued by the agency or office

1174| departmwent which only requires the managed care entity to take a
1175| specific action under subsection (7) is subject to a summary
1176| hearing in accordance with s. 120.574, unless all of the parties
1177 agree otherwise. |If the managed care entity does not prevail at
1178 the hearing, the nmanaged care entity nust pay reasonabl e costs
1179 and attorney's fees of the agency or the office departrent

1180 incurred in that proceeding.

1181 (15)(a) Any information which would identify a subscriber
1182 or the spouse, relative, or guardian of a subscriber which is
1183| contained in a docunent, report, or record prepared or revi ewed
1184\ by the panel or obtained by the agency pursuant to this section
1185| is confidential and exenpt fromthe provisions of s. 119.07(1)
1186 and s. 24(a), Art. | of the State Constitution.

1187 (b) Meetings of the panel shall be open to the public

1188 wunl ess the provider or subscriber whose grievance wll be heard
1189 requests a closed neeting or the agency or the office Departrent
1190| ef—tnsurance determnes that information of a sensitive persona
1191| nature which discl oses the subscriber's nedical treatnment or

1192\ history; or information which constitutes a trade secret as

1193| defined by s. 812.081; or information relating to internal risk
1194 nmanagenent prograns as defined in s. 641.55(5)(c), (6), and (8)
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1195 nmay be reveal ed at the panel neeting, in which case that portion
1196 of the neeting during which such sensitive personal information,
1197 trade secret information, or internal risk managenent program
1198| information is discussed shall be exenpt fromthe provisions of
1199 s. 286.011 and s. 24(b), Art. | of the State Constitution. All
1200 cl osed neetings shall be recorded by a certified court reporter.
1201
1202| Thi s subsection is subject to the Open Governnment Sunset Revi ew
1203 Act of 1995 in accordance with s. 119.15, and shall stand

1204| repeal ed on Cctober 2, 2003, unless reviewed and saved from
1205 repeal through reenactnent by the Legi sl ature.

1206 Section 11. Subsections (11) and (12) of section 440. 13,

1207| Florida Statutes, are anended to read:

1208 440. 13 Medical services and supplies; penalty for

1209| violations; limtations.--

1210 (11) AUDI TS BY-AGENCY FOR HEALTH CARE -ADM-NI-STRATI-ON-AND
1211 THE-DEPARTMENT O - NSURANCE: —JURI-SDI-CTHON - -

1212 (a) The Agency for Health Care Adm nistration may

1213| investigate health care providers to determ ne whether providers
1214 are conplying with this chapter and wth rul es adopted by the
1215 agency, whether the providers are engaging in overutilization,
1216 and whet her providers are engaging in inproper billing

1217 practices. If the agency finds that a health care provider has
1218| inproperly billed, overutilized, or failed to conply with agency
1219 rules or the requirenments of this chapter it nmust notify the
1220 provider of its findings and may determ ne that the health care
1221| provider may not receive paynent fromthe carrier or may inpose

1222| penalties as set forth in subsection (8) or other sections of
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1223 this chapter. If the health care provider has received paynent
1224 froma carrier for services that were inproperly billed or for
1225 overutilization, it nust return those paynents to the carrier.
1226/ The agency nmy assess a penalty not to exceed $500 for each
1227\ overpaynment that is not refunded within 30 days after

1228 notification of overpaynent by the agency or carrier.

1229 (b) The departnent shall nonitor carriers as provided in

1230 this chapter and the Ofice of Insurance Regul ati on shall and

1231| audit insurers and group self-insurance funds earriers as

1232| provided in s. 624.3161, to determne if nedical bills are paid
1233 in accordance with this section and departwent rules of the

1234| departnent and Financial Services Conmm ssion, respectively. Any

1235 enployer, if self-insured, or carrier found by the departnent or
1236 O fice of Insurance Regul ati on dird-sien not to be within 90
1237| percent conpliance as to the paynent of nedical bills after July

1238 1, 1994, nust be assessed a fine not to exceed 1 percent of the

1239 prior year's assessnent |evied against such entity under s.

1240 440.51 for every quarter in which the entity fails to attain 90-
1241| percent conpliance. The departnent shall fine or otherw se

1242| discipline an enployer or carrier, pursuant to this chapter—the
1243| insurance—code~ or rul es adopted by the departnment, and the

1244 O fice of Insurance Regul ation shall fine or otherw se

1245| discipline an insurer or group self-insurance fund pursuant to

1246| the insurance code or rul es adopted by the Financial Services

1247 Conmi ssion, for each | ate paynment of conpensation that is bel ow

1248 the m ni mum 90- percent performance standard. Any carrier that is
1249| found to be not in conpliance in subsequent consecutive quarters

1250 nust inplenent a medical-bill review program approved by the
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1251| departnent or office dinvision, and an insurer or group self-
1252 insurance fund the-—ecarrier is subject to disciplinary action by

1253 the O fice of Insurance Regul ati on Departrent—ef—tnsurance.

1254 (c) The agency has exclusive jurisdiction to decide any

1255| matters concerning reinbursenent, to resolve any overutilization
1256 di spute under subsection (7), and to deci de any question

1257 concerning overutilization under subsection (8), which question
1258 or dispute arises after January 1, 1994.

1259 (d) The follow ng agency actions do not constitute agency
1260 action subject to review under ss. 120.569 and 120.57 and do not
1261| constitute actions subject to s. 120.56: referral by the entity
1262| responsible for utilization review, a decision by the agency to
1263| refer a matter to a peer review committee; establishnment by a
1264| health care provider or entity of procedures by which a peer
1265 review comm ttee reviews the rendering of health care services
1266/ and the revi ew proceedi ngs, report, and reconmendati on of the

1267| peer review commttee.

1268 (12) CREATION OF THREE- MEMBER PANEL; GUI DES OF MAXI MUM
1269| RElI MBURSEMENT ALLOWANCES. - -
1270 (a) A three-nenber panel is created, consisting of the

1271| Chi ef Financial Oficer hasurance Conmissioner, or the Chief
1272 Financial Oficer's lnasurance—Comm-ssioner—s designee, and two

1273 nenbers to be appoi nted by the Governor, subject to confirmation

1274 by the Senate, one nenber who, on account of present or previous
1275| vocation, enploynment, or affiliation, shall be classified as a
1276/ representative of enployers, the other nmenmber who, on account of
1277\ previous vocation, enploynment, or affiliation, shall be

1278| classified as a representative of enployees. The panel shal
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1279| determ ne statew de schedul es of maxi mum rei mbur senment

1280 al |l owances for nedically necessary treatnent, care, and

1281| attendance provided by physicians, hospitals, anbulatory

1282| surgical centers, work-hardening prograns, pain prograns, and
1283| dur abl e nedi cal equi prment. The maxi mum rei nbur senent al | owances
1284\ for inpatient hospital care shall be based on a schedul e of per
1285 diemrates, to be approved by the three-nenber panel no |ater
1286 than March 1, 1994, to be used in conjunction with a

1287| precertification manual as determ ned by the agency. All

1288 conpensabl e charges for hospital outpatient care shall be

1289 reinbursed at 75 percent of usual and customary charges. Until
1290 the three-nmenber panel approves a schedule of per diemrates for
1291| inpatient hospital care and it becones effective, al

1292| conpensabl e charges for hospital inpatient care nust be

1293 reinbursed at 75 percent of their usual and customary charges.
1294\ Annual ly, the three-nenber panel shall adopt schedul es of

1295 maxi mum r ei mbur senent al | owances for physicians, hospital

1296 inpatient care, hospital outpatient care, anbul atory surgical
1297| centers, work-hardening prograns, and pain prograns. However,
1298 the maxi mum percentage of increase in the individual

1299 rei nbursenent all owance may not exceed the percentage of

1300 increase in the Consuner Price Index for the previous year. An
1301| i ndividual physician, hospital, anbul atory surgical center, pain
1302| program or work-hardening program shall be rei nbursed either
1303 the usual and customary charge for treatnent, care, and

1304/ attendance, the agreed-upon contract price, or the nmaxi mum

1305| reinbursenent allowance in the appropriate schedul e, whi chever
1306| is |ess.
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1307 (b) As to reinbursenent for a prescription nedication, the
1308 rei nbursenent anount for a prescription shall be the average
1309 whol esale price times 1.2 plus $4.18 for the dispensing fee,

1310| except where the carrier has contracted for a | ower anount. Fees
1311| for pharmaceuticals and pharmaceutical services shall be

1312| reinbursable at the applicable fee schedul e anmount. Where the
1313| enployer or carrier has contracted for such services and the
1314\ enpl oyee elects to obtain themthrough a provider not a party to
1315 the contract, the carrier shall reinburse at the schedul e,

1316/ negoti ated, or contract price, whichever is |ower.

1317 (c) Reinbursenent for all fees and other charges for such
1318 treatnent, care, and attendance, including treatnment, care, and
1319| attendance provi ded by any hospital or other health care

1320| provider, anbul atory surgical center, work-hardeni ng program or
1321| pain program mnust not exceed the anounts provided by the

1322| uni form schedul e of maxi num rei nbur senent al | owances as

1323| determ ned by the panel or as otherwi se provided in this

1324\ section. This subsection also applies to independent nedica

1325| exam nations perforned by health care providers under this

1326 chapter. Until the three-nenber panel approves a uniform

1327| schedul e of maxi mum rei nbursenment all owances and it becones

1328 effective, all conpensable charges for treatnent, care, and

1329 attendance provi ded by physicians, anbul atory surgical centers,
1330 wor k- hardeni ng prograns, or pain prograns shall be reinbursed at
1331 the | owest maxi mum rei nbursenent all owance across all 1992

1332| schedul es of maxi mum rei nbursenent all owances for the services
1333| provided regardl ess of the place of service. In determning the

1334 wuniform schedul e, the panel shall first approve the data which
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1335/ it finds representative of prevailing charges in the state for
1336| simlar treatnent, care, and attendance of injured persons. Each
1337 health care provider, health care facility, anbulatory surgica
1338| center, work-hardening program or pain programreceivVving

1339 workers' conpensation paynents shall maintain records verifying
1340 their usual charges. In establishing the uniform schedul e of

1341 maxi mum r ei nbur senent al | owances, the panel nust consider:

1342 1. The levels of reinbursenment for simlar treatnent,

1343| care, and attendance nmade by other health care prograns or

1344\ third-party providers;

1345 2. The inpact upon cost to enployers for providing a | evel
1346| of reinbursenent for treatnent, care, and attendance which wl|
1347 ensure the availability of treatnent, care, and attendance

1348| required by injured workers;

1349 3. The financial inpact of the rei nbursenent all owances
1350 wupon health care providers and health care facilities, including
1351 trauma centers as defined in s. 395.4001, and its effect upon
1352 their ability to make available to injured workers such

1353| nedically necessary renedial treatnment, care, and attendance.
1354| The uniform schedul e of nmaxi mum rei nbursenent al | owances nust be
1355| reasonabl e, nmust pronote health care cost contai nnent and

1356 efficiency with respect to the workers' conpensation health care
1357 delivery system and nust be sufficient to ensure availability
1358| of such nedically necessary renedial treatnent, care, and

1359 attendance to injured workers; and

1360 4. The nost recent average maxi mum al | owabl e rate of

1361 increase for hospitals determ ned by the Health Care Board under
1362 chapter 408.
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1363 (d) In addition to establishing the uniform schedul e of
1364| maxi mum rei nbursenent al | owances, the panel shall:

1365 1. Take testinony, receive records, and collect data to
1366| eval uate the adequacy of the workers' conpensation fee schedul e,
1367| nationally recognized fee schedul es and al ternative nethods of
1368 reinbursenent to certified health care providers and health care
1369 facilities for inpatient and outpatient treatnent and care.

1370 2. Survey certified health care providers and health care
1371 facilities to determne the availability and accessibility of
1372 workers' conpensation health care delivery systens for injured
1373| workers.

1374 3. Survey carriers to determ ne the estimted inpact on
1375 carrier costs and workers' conpensation prem umrates by

1376| i nplenenting changes to the carrier reinbursenent schedul e or
1377 inplementing alternative reinbursenent nethods.

1378 4. Submt recommendations on or before January 1, 2003,
1379 and biennially thereafter, to the President of the Senate and
1380 the Speaker of the House of Representatives on nethods to

1381| inprove the workers' conpensation health care delivery system
1382
1383| The agency and the departnent, as requested, dinvision shal
1384| provide data to the panel, including but not limted to,

1385 wutilization trends in the workers' conpensation health care

1386| delivery system The agency éiw-sien shall provide the panel

1387 with an annual report regarding the resolution of nedica

1388 rei nbursenent disputes and any actions pursuant to s. 440.13(8).
1389 The departnent diw-sioen shall provide adm nistrative support and

1390 service to the panel to the extent requested by the panel.
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1391 Section 12. Paragraph (c) of subsection (8) and

1392| subsections (10), (15), (16), and (17) of section 440. 20,

1393| Florida Statutes, are anended to read:

1394 440.20 Tinme for paynent of conpensation; penalties for
1395( | ate paynent.--

1396 (8) In addition to any other penalties provided by this
1397 chapter for |late paynent, if any installnment of conpensation is
1398 not paid when it becones due, the enployer, carrier, or

1399| servicing agent shall pay interest thereon at the rate of 12
1400 percent per year fromthe date the install nent beconmes due until
1401 it is paid, whether such installnment is payable w thout an order
1402 or under the ternms of an order. The interest paynent shall be
1403| the greater of the ampunt of interest due or $5.

1404 (c) In order to ensure carrier conpliance under this

1405| chapter and provisions of the Florida Insurance Code, the office
1406 departwent shall nonitor the performance of carriers by

1407\ conducting mar ket conduct exam nations, as provided in s.

1408 624.3161, and conducting investigations, as provided in s.

1409| 624.317. The departnent shall establish by rule m ni num

1410| performance standards for carriers to ensure that a m ni nmum of
1411 90 percent of all conpensation benefits are tinely paid. The
1412| departnent shall fine a carrier as provided in s. 440.13(11)(b)
1413| up to $50 for each | ate paynent of conpensation that is bel ow
1414 the m nimum 90 percent performance standard. This paragraph does
1415 not affect the inposition of any penalties or interest due to
1416 the claimant. If a carrier contracts with a servicing agent to
1417 fulfill its admnistrative responsibilities under this chapter,

1418| the paynent practices of the servicing agent are deened the

Page 51 of 756
CODING: Words stricken are deletions; words underlined are additions.



F L ORI DA H O U S E O F R EPRESENTATI V E S

O
HB 1337 2003
cs

1419 paynent practices of the carrier for the purpose of assessing
1420| penalties against the carrier.
1421 (10) \Whenever the departnment deens it advisable, it may

1422| require any enployer to nmake a deposit with the Chief Financial

1423 O ficer Freasurer to secure the pronpt and conveni ent paynents
1424 of such conpensation; and paynents therefrom upon any awards
1425 shall be nade upon order of the departnent or judge of

1426/ conpensation cl ai ns.

1427 (15)(a) The office departwent shall exam ne on an ongoi ng
1428| basis clains files in accordance with s. 624. 3161 and may i npose
1429 fines pursuant to s. 624.310(5) and this chapter in order to
1430( identify questionabl e clains-handling techni ques, questionable
1431| patterns or practices of clainms, or a pattern of repeated

1432| unreasonably controverted clains by carriers, as defined in s.
1433 440.02, providing services to enployees pursuant to this

1434\ chapter. If the office departwent finds such questionable

1435/ techni ques, patterns, or repeated unreasonably controverted

1436/ clainms as constitute a general business practice of a carrier,
1437| as defined in s. 440.02, the office departwent shall take

1438| appropriate action so as to bring such general business

1439 practices to a halt pursuant to s. 440.38(3) or nmay inpose

1440 penalties pursuant to s. 624.4211. The departnent and office may

1441| initiate investigations of questionable techniques, patterns,
1442| practices, or repeated unreasonably controverted clains. The
1443| Financial Services Conm ssion departrwent may by rule establish

1444 forms and procedures for corrective action plans and for

1445 auditing carriers.
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1446 (b) As to any exam nation, investigation, or hearing being

1447\ conducted under this chapter, the departnent and office

1448| lnsurance Comm-ssioner—or—his—or-her designee:

1449 1. My adm ni ster oaths, exam ne and cross-exani ne

1450 witnesses, receive oral and docunentary evidence; and

1451 2. Shall have the power to subpoena witnesses, conpel

1452 their attendance and testinony, and require by subpoena the

1453 production of books, papers, records, files, correspondence,

1454| docunents, or other evidence which is relevant to the inquiry.
1455 (c) If any person refuses to conply with any such subpoena
1456 or to testify as to any matter concerni ng which she or he may be
1457 lawfully interrogated, the Grcuit Court of Leon County or of
1458 the county wherein such exam nation, investigation, or hearing
1459| is being conducted, or of the county wherein such person

1460 resides, may, on the application of the departnent or the

1461| office, issue an order requiring such person to conply with the
1462| subpoena and to testify.

1463 (d) Subpoenas shall be served, and proof of such service
1464 made, in the sane manner as if issued by a circuit court.

1465 Wtness fees, costs, and reasonable travel expenses, if clained,
1466/ shall be allowed the sane as for testinony in a circuit court.
1467 (e) The departnent shall publish annually a report which
1468 indicates the pronptness of first paynment of conpensation

1469 records of each carrier or self-insurer so as to focus attention
1470 on those carriers or self-insurers with poor paynent records for
1471| the preceding year. The departnment and the office shall take

1472| appropriate steps so as to cause such poor carrier paynment
1473| practices to halt pursuant to s. 440.38(3). In addition, the
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1474 departnent shall take appropriate action so as to halt such poor
1475| paynent practices of self-insurers. "Poor paynent practice”

1476/ neans a practice of |ate paynment sufficient to constitute a

1477\ general business practice.

1478 (f) The Financial Services Conmmission, in consultation
1479 with the departnment, shall adopt premulgate rules providing

1480| guidelines to carriers, as defined in s. 440.02, self-insurers,

1481| and enpl oyers to indicate behavior that nay be construed as

1482| questionabl e cl ai ns- handl i ng techni ques, questionable patterns
1483 of clains, repeated unreasonably controverted cl ains, or poor
1484 paynent practices.

1485 (16) No penalty assessed under this section may be

1486/ recouped by any carrier or self-insurer in the rate base, the
1487 premum or any rate filing. The office Departrent—oftnsurance
1488| shall enforce this subsection.

1489 (17) The Financial Services Conm ssion departaent- may by
1490 rule establish audit procedures and set standards for the

1491| Automated Carrier Performance System

1492 Section 13. Subsections (2) and (3) of section 440. 24,
1493| Florida Statutes, is anended to read:

1494 440.24 Enforcenent of conpensation orders; penalties.--
1495 (2) In any case where the enployer is insured and the
1496 carrier fails to conply with any conpensati on order of a judge
1497| of conpensation clains or court within 10 days after such order
1498 becones final, the departnent shall notify the office of such
1499 failure and the office shall thereupon suspend the |icense of
1500 such carrier to do an insurance business in this state, until

1501 such carrier has conplied with such order.

Page 54 of 756
CODING: Words stricken are deletions; words underlined are additions.



F L ORI DA H O U S E O F R EPRESENTATI V E S

O

HB 1337 2003
CS

1502 (3) In any case where the enployer is a self-insurer and
1503 fails to conply with any conpensation order of a judge of

1504| conpensation clains or court within 10 days after such order
1505| becones final, the departnent eftnsurance nmay suspend or revoke
1506/ any authorization previously given to the enployer to be a self-
1507 insurer, and the Florida Self-Insurers Guaranty Association,

1508 Incorporated, may call or sue upon the surety bond or exercise
1509 its rights under the letter of credit deposited by the self-

1510 insurer with the association as a qualifying security deposit as

1511 may be necessary to satisfy the order.

1512 Section 14. Subsections (1), (2), (3), and (4) of section
1513| 440.38, Florida Statutes, are amended to read:
1514 440.38 Security for conpensation; insurance carriers and

1515/ self-insurers. --

1516 (1) Every enployer shall secure the paynent of

1517 conpensation under this chapter:

1518 (a) By insuring and keeping insured the paynment of such
1519 conpensation with any stock conmpany or mnutual conpany or

1520| associ ati on or exchange, authorized to do business in the state;
1521 (b) By furnishing satisfactory proof to the Florida Self-
1522 I nsurers Quaranty Association, Incorporated, created in s.

1523| 440.385, that it has the financial strength necessary to ensure
1524 timely paynent of all current and future clainms individually and
1525| on behalf of its subsidiary and affiliated conpanies with

1526/ enployees in this state and receiving an authorization fromthe
1527| departnent ef—tnsurance to pay such conpensation directly. The
1528 associ ation shall review the financial strength of applicants

1529 for menbership, current nmenbers, and fornmer nenbers and make
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1530 recomendations to the departnment ef—tnsurance regarding their
1531 qualifications to self-insure in accordance with this section
1532 and ss. 440. 385 and 440. 386. The departnent shall act in

1533| accordance with the recommendations unless it finds by clear and
1534| convincing evidence that the recommendati ons are erroneous.

1535 1. As a condition of authorization under paragraph (a),
1536/ the association may recommend that the departnent eflnsurance
1537 require an enployer to deposit with the association a qualifying
1538| security deposit. The association shall recommend the type and
1539 amount of the qualifying security deposit and shall prescribe
1540 conditions for the qualifying security deposit, which shal

1541| include authorization for the association to call the qualifying
1542| security deposit in the case of default to pay conpensation

1543| awards and rel ated expenses of the association. As a condition
1544\ to authorization to self-insure, the enployer shall provide

1545 proof that the enpl oyer has provided for conpetent personnel

1546 with whomto deliver benefits and to provide a safe working

1547 environnment. The enpl oyer shall al so provide evidence that it
1548 carries reinsurance at levels that will ensure the financia

1549 strength and actuarial soundness of such enployer in accordance
1550, with rul es adopted by the departnment ef—tnsurance. The

1551 departnent eftnsurance may by rule require that, in the event
1552\ of an individual self-insurer's insolvency, such qualifying

1553| security deposits and reinsurance policies are payable to the
1554 association. Any enployer securing conpensation in accordance
1555 with the provisions of this paragraph shall be known as a self-
1556| insurer and shall be classed as a carrier of her or his own

1557\ insurance. The enployer shall, if requested, provide the
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1558 association an actuarial report signed by a nenber of the

1559| Anerican Acadeny of Actuaries providing an opinion of the

1560 appropriate present value of the reserves, using a 4-percent

1561| discount rate, for current and future conpensation clainms. I|f
1562| any nenber or former nmenber of the association refuses to tinely
1563 provide such a report, the association may obtain an order from
1564 a circuit court requiring the nmenber to produce such a report
1565 and ordering any other relief that the court determnes is

1566 appropriate. The associ ation may recover all reasonable costs
1567| and attorney's fees in such proceedi ngs.

1568 2. If the enployer fails to maintain the foregoing

1569| requirenents, the association shall recommend to the depart nment
1570 ef—tnsurance that the departnent revoke the enployer's authority
1571 to self-insure, unless the enployer provides to the association
1572 the certified opinion of an independent actuary who is a nenber
1573 of the American Acadeny of Actuaries as to the actuarial present
1574 val ue of the enployer's determ ned and estimated future

1575 conpensati on paynents based on cash reserves, using a 4-percent
1576| discount rate, and a qualifying security deposit equal to 1.5
1577 times the value so certified. The enpl oyer shall thereafter

1578 annual ly provide such a certified opinion until such tine as the
1579| enpl oyer neets the requirenents of subparagraph 1. The

1580 qualifying security deposit shall be adjusted at the tine of

1581| each such annual report. Upon the failure of the enployer to
1582| timely provide such opinion or to tinely provide a security

1583| deposit in an amobunt equal to 1.5 tinmes the value certified in
1584| the | atest opinion, the association shall provide that

1585 information to the departnent ef—tnsurance along with a
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1586 recommendati on, and the departnment ef—tnsurance shall then

1587| revoke such enployer's authorization to self-insure. Failure to
1588 conply with this subparagraph constitutes an i medi ate serious
1589| danger to the public health, safety, or welfare sufficient to
1590( justify the summary suspension of the enployer's authorization
1591| to self-insure pursuant to s. 120. 68.

1592 3. Upon the suspension or revocation of the enployer's
1593| authorization to self-insure, the enployer shall provide to the
1594| association the certified opinion of an i ndependent actuary who
1595( is a nenber of the American Acadeny of Actuaries of the

1596 actuarial present value of the determ ned and estimated future
1597 conpensation paynents of the enployer for clains incurred while
1598 the menber exercised the privilege of self-insurance, using a
1599| discount rate of 4 percent. The enpl oyer shall provide such an
1600 opinion at 6-nonth intervals thereafter until such tinme as the
1601| | atest opinion shows no remaining value of clainms. Wth each
1602 such opinion, the enployer shall deposit with the association a
1603| qualifying security deposit in an anmobunt equal to the val ue

1604| certified by the actuary. The associ ation has a cause of action
1605 agai nst an enpl oyer, and agai nst any successor of the enpl oyer,
1606 who fails to tinmely provide such opinion or who fails to tinely
1607 maintain the required security deposit with the association. The
1608 associ ation shall recover a judgnent in the anount of the

1609| actuarial present value of the determ ned and estimated future
1610 conpensation paynents of the enployer for clains incurred while
1611| the enployer exercised the privilege of self-insurance, together
1612| with attorney's fees. For purposes of this section, the

1613| successor of an enpl oyer neans any person, business entity, or
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1614\ group of persons or business entities, which holds or acquires
1615 legal or beneficial title to the majority of the assets or the
1616 mmjority of the shares of the enployer.

1617 4. A qualifying security deposit shall consist, at the
1618| option of the enployer, of:

1619 a. Surety bonds, in a formand containing such terns as
1620 prescribed by the association, issued by a corporation surety
1621| authorized to transact surety business by the departnent ef

1622| Hnsuranece, and whose policyhol ders' and financial ratings, as
1623 reported in AM Best's Insurance Reports, Property-Liability,
1624 are not less than "A" and "V', respectively.

1625 b. Irrevocable letters of credit in favor of the

1626/ association issued by financial institutions |located within this
1627| state, the deposits of which are insured through the Federal

1628| Deposit | nsurance Corporation.

1629 5. The qualifying security deposit shall be held by the
1630 associ ation exclusively for the benefit of workers' conpensation
1631| claimants. The security shall not be subject to assignnment,

1632| execution, attachnent, or any |egal process whatsoever, except
1633 as necessary to guarantee the paynent of conpensation under this
1634 chapter. No surety bond nay be term nated, and no letter of
1635 credit may be allowed to expire, w thout 90 days' prior witten
1636/ notice to the association and deposit by the self-insuring

1637| enpl oyer of sonme other qualifying security deposit of equal

1638 value within 10 busi ness days after such notice. Failure to

1639 provide such witten notice or failure to tinely provide

1640 qualifying replacenent security after such notice shal

1641| constitute grounds for the association to call or sue upon the
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1642| surety bond or to exercise its rights under a letter of credit.
1643 Current self-insured enployers nust conply with this section on
1644 or before Decenber 31, 2001, or upon the maturity of existing
1645| security deposits, whichever occurs later. The departnent ef
1646 tnsurance may specify by rule the anount of the qualifying

1647| security deposit required prior to authorizing an enployer to
1648 self-insure and the anbunt of net worth required for an enpl oyer
1649 to qualify for authorization to self-insure;

1650 (c) By entering into a contract with a public utility

1651 wunder an approved utility-provided self-insurance program as set
1652 forth in s. 624.46225 in effect as of July 1, 1983. The

1653| departnent didston shall adopt rules to inplenent this

1654 paragraph;

1655 (d) By entering into an interlocal agreenent w th other
1656| | ocal governnental entities to create a | ocal governnent pool
1657| pursuant to s. 624.4622;

1658
1659
1660
1661
1662
1663
1664
1665
1666
1667
1668
1669
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1699
1700
1701
1702
1703
1704
1705
1706
1707
1708
1709
1710
1711
1712
1713
1714 (e)tH By entering into a contract with an individual

1715 self-insurer under an approved individual self-insurer-provided
1716| self-insurance programas set forth in s. 624.46225. The

1717 departnent éi-sion may adopt rules to adm nister this

1718| subsecti on.

1719 (2)(a) The departnment ef-tnsurance shall adopt rules by

1720 whi ch busi nesses may becone qualified to provide underwiting

1721| cl ai nms-adjusting, loss control, and safety engi neering services
1722| to self-insurers.

1723 (b) The departnment ef—tnsurance shall adopt rules

1724\ requiring self-insurers to file any reports necessary to fulfill

1725 the requirenments of this chapter. Any self-insurer who fails to
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1726/ file any report as prescribed by the rules adopted by the

1727\ departnent ef—tnsurance shall be subject to a civil penalty.
1728 (3)(a) The license of any stock conpany or nutual conpany
1729| or associ ation or exchange authorized to do insurance busi ness
1730 in the state shall for good cause, upon reconmendati on of the
1731| departnent divi-sion, be suspended or revoked by the office

1732| DBepartrent—oftnsurance. No suspension or revocation shal

1733 affect the liability of any carrier already incurred.

1734 (b) The departnent ef—tnsurance shall suspend or revoke
1735 any authorization to a self-insurer for failure to conply with

1736/ this section or for good cause, as defined by rule of the

1737 departnent ef—tnsurance. No suspension or revocation shal

1738 affect the liability of any self-insurer already incurred.

1739 (c) Violation of s. 440.381 by a self-insurance fund shal
1740 result in the inposition of a fine not to exceed $1, 000 per

1741 audit if the self-insurance fund fails to act on said audits by
1742| correcting errors in enployee classification or accepted

1743| applications for coverage where it knew enpl oyee classifications
1744 were incorrect. Such fines shall be levied by the departnent
1745| dird-ston and deposited into the Wrkers' Conpensation

1746| Admi ni stration Trust Fund.

1747 (4)(a) A carrier of insurance, including the parties to

1748 any mutual, reciprocal, or other association, nay not wite any
1749| conpensation insurance under this chapter without a certificate
1750 of authority permt fromthe office Departrwent—of lnsurance.
1751 Such certificate of authority perm+t shall be given, upon

1752 application therefor, to any insurance or nutual or reciprocal
1753| insurance association upon the office's departhent—s being
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1754 satisfied of the solvency of such corporation or association and

1755| its ability to performall its undertakings. The office

1756| Depart+went—of—tnsurance nay revoke any certificate of authority
1757 permt+ so issued for violation of any provision of this chapter.

1758 (b) A carrier of insurance, including the parties to any
1759 nutual, reciprocal, or other association, nay not wite any
1760| conpensation insurance under this chapter unless such carrier
1761 has a cl ains adjuster, either in-house or under contract,

1762| situated within this state. Self-insurers whose conpensation
1763 paynents are adm nistered through a third party and carriers of
1764 insurance shall nmaintain a clainms adjuster within this state
1765| during any period for which there are any open cl ai ns agai nst
1766/ such self-insurer or carrier arising under the conpensation
1767 insurance witten by the self-insurer or carrier. |ndividual
1768| self-insurers whose conpensati on paynents are adm ni stered by
1769 enpl oyees of the self-insurer shall not be required to have
1770 their clainms adjuster situated within this state. |ndividual
1771| self-insurers shall not be required to have their clains

1772| adjusters situated within this state.

1773 Section 15. Subsections (1) and (3) of section 440. 381,
1774| Florida Statutes, are anended to read:

1775 440. 381 Application for coverage; reporting payroll

1776/ payroll audit procedures; penalties.--

1777 (1) Applications by an enployer to a carrier for coverage

1778 required by s. 440.38 nust be nmade on a form prescribed by the

1779 Financial Services Conm ssi on Departwent—of—tnsurance. The
1780| Financi al Services Comm ssi on Depart+went—of—tnsurance shal

1781| adopt rules for applications for coverage required by s. 440. 38.
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1782| The rul es nust provide that an application include informtion
1783| on the enployer, the type of business, past and prospective
1784 payroll, estimated revenue, previous workers' conpensation

1785| experience, enployee classification, enployee nanes, and any
1786 other informati on necessary to enable a carrier to accurately
1787 underwrite the applicant. The rules nust include a provision
1788| that a carrier or self-insurance fund may require that an

1789 enpl oyer update an application nonthly to reflect any change in
1790 the required application informtion.

1791 (3) The Financial Services Commission, in consultation

1792 with the departnment, shall establish by rule m ninmm

1793| requirenents for audits of payroll and classifications in order
1794 to ensure that the appropriate premumis charged for workers’
1795| conpensati on coverage. The rules shall ensure that audits

1796 perfornmed by both carriers and enpl oyers are adequate to provide
1797 that all sources of paynents to enpl oyees, subcontractors, and
1798| independent contractors have been reviewed and that the accuracy
1799\ of classification of enpl oyees has been verified. The rules

1800| shall provide that enployers in all classes other than the

1801| construction class be audited not |ess frequently than

1802 biennially and may provide for nore frequent audits of enployers
1803 in specified classifications based on factors such as anount of
1804 prem um type of business, loss ratios, or other rel evant

1805| factors. In no event shall enployers in the construction class,
1806| generating nore than the anmobunt of premumrequired to be

1807| experience rated, be audited | ess than annually. The annual

1808| audits required for construction classes shall consist of

1809 physical onsite audits. Payroll verification audit rules nust
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1810| i nclude, but need not be Iimted to, the use of state and

1811| federal reports of enployee incone, payroll and other accounting
1812\ records, certificates of insurance maintained by subcontractors,
1813| and duties of enployees. At the conpletion of an audit, the

1814| enpl oyer or officer of the corporation and the auditor nust

1815 print and sign their names on the audit docunent and attach

1816 proof of identification to the audit docunent.

1817 Section 16. Section 440.385, Florida Statutes, is anmended
1818/ to read:

1819 440.385 Florida Self-Insurers Guaranty Associ ati on,

1820 I ncorporated. - -

1821 (1) CREATI ON OF ASSQOCI ATI ON. - -

1822 (a) There is created a nonprofit corporation to be known

1823| as the "Florida Self-Insurers Guaranty Associ ati on,

1824 Incorporated,” hereinafter referred to as "the association.”
1825 Upon incorporation of the association, all individual self-

1826| insurers as defined in ss. 440.02(23)(a) and 440.38(1)(b), other
1827 than individual self-insurers which are public utilities or

1828| governnental entities, shall be nenbers of the associ ation as a
1829| condition of their authority to individually self-insure in this
1830 state. The association shall performits functions under a plan
1831| of operation as established and approved under subsection (5)
1832 and shall exercise its powers and duties through a board of

1833| directors as established under subsection (2). The associ ation
1834\ shall have those powers granted or permtted corporations not
1835 for profit, as provided in chapter 617. The activities of the
1836/ associ ation shall be subject to review by the departnent ef

1837| lnsurance. The departnent eftnsurance shall have oversi ght
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1838 responsibility as set forth in this section. The association is
1839| specifically authorized to enter into agreenents with this state
1840 to performspecified services.

1841 (b) A nmenber may voluntarily withdraw fromthe association
1842 when the nenber voluntarily term nates the self-insurance

1843 privilege and pays all assessnments due to the date of such

1844 term nation. However, the w thdraw ng nenber shall continue to
1845 be bound by the provisions of this section relating to the

1846| period of his or her nenbership and any cl ai ns charged pursuant
1847 thereto. The withdrawi ng nenber who is a nenber on or after
1848 January 1, 1991, shall also be required to provide to the

1849 associ ation upon withdrawal, and at 12-nonth intervals

1850 thereafter, satisfactory proof, including, if requested by the
1851| association, a report of known and potential clainms certified by
1852 a menber of the American Acadeny of Actuaries, that it continues
1853 to neet the standards of s. 440.38(1)(b)1l. inrelation to clains
1854| incurred while the withdrawi ng nenber exercised the privil ege of
1855 self-insurance. Such reporting shall continue until the

1856 wi t hdrawi ng nenber denonstrates to the association that there is
1857 no remaining value to clainms incurred while the w thdraw ng

1858 nenber was self-insured. [If a withdrawi ng nenber fails or

1859| refuses to tinely provide an actuarial report to the

1860 associ ation, the association may obtain an order froma circuit
1861| court requiring the nmenber to produce such a report and ordering
1862| any other relief that the court determ nes appropriate. The

1863| association is entitled to recover all reasonable costs and

1864 attorney's fees expended in such proceedings. If during this

1865 reporting period the withdrawi ng menber fails to neet the
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1866/ standards of s. 440.38(1)(b)1l., the w thdrawi ng nenber who is a
1867 nmenber on or after January 1, 1991, shall thereupon, and at 6-
1868 nonth intervals thereafter, provide to the association the

1869| certified opinion of an independent actuary who is a nenber of
1870 the Anmerican Acadeny of Actuaries of the actuarial present val ue
1871 of the determ ned and estimted future conpensation paynents of
1872 the nenber for clains incurred while the nenber was a self-

1873| insurer, using a discount rate of 4 percent. Wth each such
1874| opinion, the w thdrawi ng nmenber shall deposit with the

1875 association security in an anmount equal to the value certified
1876 by the actuary and of a type that is acceptable for qualifying
1877| security deposits under s. 440.38(1)(b). The w thdraw ng nenber
1878 shall continue to provide such opinions and to provide such

1879| security until such tine as the | atest opinion shows no

1880| remmining value of clainms. The association has a cause of

1881| action against a wthdraw ng nenber, and agai nst any successor
1882 of a withdrawi ng nenber, who fails to tinely provide the

1883 required opinion or who fails to nmaintain the required deposit
1884 with the association. The association shall be entitled to

1885 recover a judgnent in the amobunt of the actuarial present val ue
1886/ of the determ ned and estimted future conpensation paynents of
1887 the w thdrawi ng nenber for clainms incurred during the tine that
1888 the w thdraw ng nenber exercised the privilege of self-

1889| insurance, together with reasonable attorney's fees. The

1890 association is also entitled to recover reasonable attorney's
1891| fees in any action to conpel production of any actuarial report
1892| required by this section. For purposes of this section, the

1893 successor of a w thdrawi ng nmenber neans any person, business
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1894 entity, or group of persons or business entities, which holds or
1895| acquires legal or beneficial title to the majority of the assets
1896 or the mpjority of the shares of the w thdrawi ng nenber.

1897 (2) BOARD OF DI RECTORS. - -The board of directors of the
1898| associ ation shall consist of nine persons and shall be organized
1899| as established in the plan of operation. Al board nenbers shal
1900 be experienced in self-insurance in this state. Each director
1901| shall serve for a 4-year termand nay be reappoi nt ed.

1902| Appointnents after January 1, 2002, shall be nade by the

1903| departnent ef—tnsurance upon reconmendati on of nenbers of the
1904| associ ation. Any vacancy on the board shall be filled for the
1905| remmining period of the termin the same manner as appoi ntments
1906 other than initial appointnments are made. Each director shall be
1907| reinbursed for expenses incurred in carrying out the duties of
1908| the board on behalf of the association.

1909 (3) POWERS AND DUTI ES. - -

1910 (a) Upon creation of the Insolvency Fund pursuant to the
1911| provisions of subsection (4), the association is obligated for
1912| paynent of conpensation under this chapter to insolvent nenbers
1913| enpl oyees resulting fromincidents and injuries existing prior
1914\ to the nenber becom ng an insolvent nmenber and from i ncidents
1915 and injuries occurring within 30 days after the nmenber has

1916/ becone an insol vent nenber, provided the incidents giving rise
1917| to clainms for conpensation under this chapter occur during the
1918 year in which such insolvent nmenber is a nenber of the guaranty
1919 fund and was assessabl e pursuant to the plan of operation, and
1920( provided the enployee makes tinely claimfor such paynents

1921| according to procedures set forth by a court of conpetent
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1922 jurisdiction over the delinquency or bankruptcy proceedi ngs of
1923| the insolvent nenber. Such obligation includes only that anount
1924\ due the injured worker or workers of the insolvent nenber under
1925| this chapter. 1In no event is the association obligated to a
1926/ claimant in an anmount in excess of the obligation of the

1927| insolvent nmenber. The association shall be deened the insolvent
1928 enpl oyer for purposes of this chapter to the extent of its

1929 obligation on the covered clainms and, to such extent, shall have
1930 all rights, duties, and obligations of the insolvent enployer as
1931| if the enployer had not becone insolvent. However, in no event
1932\ shall the association be liable for any penalties or interest.
1933 (b) The association may:

1934 1. Enploy or retain such persons as are necessary to

1935| handl e clains and perform other duties of the association.

1936 2. Borrow funds necessary to effect the purposes of this
1937 section in accord with the plan of operation.

1938 3. Sue or be sued.

1939 4. Negotiate and becone a party to such contracts as are
1940 necessary to carry out the purposes of this section.

1941 5. Purchase such reinsurance as is determ ned necessary
1942 pursuant to the plan of operation.

1943 6. Review all applicants for nenbership in the association
1944\ to determ ne whether the applicant is qualified for nenbership
1945| under the law. The associ ation shall recommend to the departnent
1946 eftnsurance that the application be accepted or rejected based
1947 on the criteria set forth in s. 440.38(1)(b). The departnent ef
1948| Insurance shall approve or disapprove the application as

1949 provided in paragraph (6)(a).
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1950 7. Collect and review financial information from enployers
1951| and nmake recommendations to the departnent eftnsurance

1952 regarding the appropriate security deposit and reinsurance

1953| anmounts necessary for an enployer to denonstrate that it has the
1954 financial strength necessary to ensure the tinely paynent of al
1955 current and future clainms. The association may audit and exam ne
1956/ an enployer to verify the financial strength of its current and
1957 fornmer nmenbers. |If the association determnes that a current or
1958| fornmer self-insured enployer does not have the financi al

1959 strength necessary to ensure the tinmely paynent of all current
1960 and estimated future clains, the association my recommend to
1961| the departnent eftnsurance that the departnent:

1962 a. Revoke the enployer's self-insurance privil ege.

1963 b. Require the enployer to provide a certified opinion of
1964\ an independent actuary who is a nenber of the Anerican Acadeny
1965 of Actuaries as to the actuarial present value of the enployer's
1966| estimated current and future conpensati on paynents, using a 4-
1967| percent discount rate.

1968 c. Require an increase in the enployer's security deposit
1969 in an anount determ ned by the association to be necessary to
1970 ensure paynent of conpensation clains. The departnment ef

1971| tnsuranee shall act on such recommendations as provided in

1972| paragraph (6)(a). The association has a cause of action agai nst
1973| an enpl oyer, and agai nst any successor of an enployer, who fails
1974 to provide an additional security deposit required by the

1975/ departnent ef—tnsurance. The association shall file an action
1976 in circuit court to recover a judgnent in the anmount of the

1977 requested additional security deposit together with reasonabl e
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1978 attorney's fees. For the purposes of this section, the

1979| successor of an enployer is any person, business entity, or

1980 group of persons or business entities which holds or acquires
1981| |l egal or beneficial title to the nmajority of the assets or the
1982| mmjority of the shares of the enployer.

1983 8. Charge fees to any nenber of the association to cover
1984\ the actual costs of exam ning the financial and safety

1985| conditions of that nenber.

1986 9. Charge an applicant for nenbership in the association a
1987| fee sufficient to cover the actual costs of exam ning the

1988 financial condition of the applicant.

1989 10. I nplenent any procedures necessary to ensure

1990 conpliance with regulatory actions taken by the departnent ef
1991| Hnsurance.

1992 (c)1. To the extent necessary to secure funds for the
1993| paynent of covered clains and also to pay the reasonabl e costs
1994 to admi nister them the association, subject to approval by the
1995 departnent ef—tnsurance, shall |evy assessnents based on the
1996| annual witten prem um each enpl oyer woul d have paid had the
1997| enpl oyer not been self-insured. Every assessnent shall be made
1998 as a uniform percentage of the figure applicable to al

1999| individual self-insurers, provided that the assessnent |evied
2000 agai nst any self-insurer in any one year shall not exceed 1
2001| percent of the annual witten prem umduring the cal endar year
2002\ preceding the date of the assessnment. Assessnents shall be

2003 remtted to and adm nistered by the board of directors in the
2004 manner specified by the approved plan. Each enpl oyer so

2005| assessed shall have at |east 30 days' witten notice as to the
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2006| date the assessnent is due and payable. The association shal
2007| |l evy assessnents against any newy admtted nenber of the

2008| association so that the basis of contribution of any newy

2009 admtted nenber is the sane as previously admtted nenbers,

2010| provision for which shall be contained in the plan of operation.
2011 2. If, in any one year, funds available from such

2012| assessnents, together with funds previously rai sed, are not

2013| sufficient to make all the payments or reinbursenents then

2014 owi ng, the funds avail able shall be prorated, and the unpaid
2015 portion shall be paid as soon thereafter as sufficient

2016/ additional funds becone avail abl e.

2017 3. Funds may be allocated or paid fromthe Wrkers

2018| Conpensation Adm nistration Trust Fund to contract with the

2019| association to performservices required by |aw. However, no
2020 state funds of any kind shall be allocated or paid to the

2021| association or any of its accounts for paynment of covered clains
2022| or rel ated expenses except those state funds accruing to the
2023| associ ation by and through the assignnent of rights of an

2024| i nsol vent enployer. The departnent eftnsurance may not | evy any
2025 assessnment on the association.

2026 (4) 1 NSOLVENCY FUND. - - Upon the adoption of a plan of

2027| operation, there shall be created an Insolvency Fund to be

2028 managed by the associ ati on.

2029 (a) The Insolvency Fund is created for purposes of neeting
2030 the obligations of insolvent nenbers incurred while nmenbers of
2031| the association and after the exhaustion of any security

2032| deposit, as required under this chapter. However, if such

2033| security deposit or reinsurance policy is payable to the
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2034| associ ation, the association shall commence to provide benefits
2035 out of the Insolvency Fund and be reinbursed fromthe security
2036| deposit or reinsurance policy. The method of operation of the
2037| I nsolvency Fund shall be defined in the plan of operation as
2038 provided in subsection (5).

2039 (b) The departnment ef—tnsurance shall have the authority
2040 to audit the financial soundness of the Insolvency Fund

2041| annual ly.

2042 (c) The departnent ef—tnsurance nmay offer certain

2043| anendnents to the plan of operation to the board of directors of
2044| the association for purposes of assuring the ongoing financial
2045| soundness of the Insolvency Fund and its ability to neet the
2046| obligations of this section.

2047 (5) PLAN OF OPERATION. --The associ ation shall operate
2048| pursuant to a plan of operation approved by the board of

2049| directors. The plan of operation in effect on January 1, 2002,
2050 and approved by the Departnent of Labor and Enpl oynment Security
2051 shall remain in effect. However, any anmendnents to the plan
2052| shall not becone effective until approved by the Departnent of
2053 Financial Services lasurance.

2054 (a) The purpose of the plan of operation shall be to

2055| provide the association and the board of directors with the

2056| authority and responsibility to establish the necessary prograns
2057 and to take the necessary actions to protect against the

2058 insolvency of a nenber of the association. |In addition, the
2059| plan shall provide that the nmenbers of the association shall be
2060| responsible for maintaining an adequate Insolvency Fund to neet

2061| the obligations of insolvent nmenbers provided for under this act
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2062 and shall authorize the board of directors to contract and

2063| enpl oy those persons with the necessary expertise to carry out

2064| this stated purpose. By January 1, 2003, the board of directors
2065/ shall submt to the departnment eftnsurance a proposed plan of

2066| operation for the admnistration of the association. The

2067| department ef—tnsurance shall approve the plan by order,

2068| consistent with this section. The departnent ef—tnsurance shall
2069| approve any anendnents to the plan, consistent with this

2070| section, which are determ ned appropriate to carry out the

2071| duties and responsibilities of the association.

2072 (b) Al nmenber enployers shall conply with the plan of
2073| operation.

2074 (c) The plan of operation shall:

2075 1. Establish the procedures whereby all the powers and

2076/ duties of the association under subsection (3) will be

2077\ performed.

2078 2. Establish procedures for handling assets of the

2079 associ ati on.

2080 3. Establish the anmount and net hod of reinbursing nenbers
2081 of the board of directors under subsection (2).

2082 4. Establish procedures by which clains may be filed with
2083| the association and establish acceptable fornms of proof of

2084| covered clains. Notice of clains to the receiver or |iquidator
2085| of the insolvent enployer shall be deened notice to the

2086| association or its agent, and a |ist of such clains shall be
2087| submtted periodically to the association or simlar

2088| organization in another state by the receiver or |iquidator.
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2089 5. Establish regular places and tines for neetings of the
2090 board of directors.
2091 6. Establish procedures for records to be kept of all

2092| financial transactions of the association and its agents and the
2093 board of directors.

2094 7. Provide that any nenber enployer aggrieved by any final
2095/ action or decision of the association may appeal to the

2096| departnment ef—tnsurance within 30 days after the action or

2097| deci si on.

2098 8. Establish the procedures whereby recommendati ons of
2099 candidates for the board of directors shall be submitted to the
2100| departnment ef—tnsurance.

2101 9. Contain additional provisions necessary or proper for
2102| the execution of the powers and duties of the association.

2103 (d) The plan of operation may provide that any or all of
2104| the powers and duties of the association, except those specified
2105| wunder subparagraphs (c)1. and 2., be delegated to a corporation,
2106| association, or other organi zation which perfornms or wll

2107| performfunctions simlar to those of this association or its
2108 equivalent in two or nore states. Such a corporation,

2109| association, or organization shall be reinbursed as a servicing
2110 facility would be reinbursed and shall be paid for its

2111| performance of any other functions of the association. A

2112| del egation of powers or duties under this subsection shall take
2113| effect only with the approval of both the board of directors and
2114| the departnent ef—tnsurance and may be nmade only to a

2115| corporation, association, or organi zation whi ch extends
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2116| protection which is not substantially |ess favorable and

2117| effective than the protection provided by this section.

2118 (6) POWERS AND DUTI ES OF DEPARTMENT OF}NSURANCE. - - The
2119| departnent ef—tnsurance shall:
2120 (a) Review recommendations of the association concerning

2121| whether current or former self-insured enployers or nenbers of
2122| the association have the financial strength necessary to ensure
2123| the tinely paynent of all current and estinmated future cl ains.
2124 1f the association determ nes an enpl oyer does not have the
2125| financial strength necessary to ensure the tinely paynent of all
2126| current and future clains and reconmends action pursuant to
2127\ paragraph (3)(b), the departnment shall take such action as

2128| necessary to order the enployer to conply with the

2129| recommendation, unless the departnent finds by clear and

2130( convincing evidence that the recommendati on i s erroneous.

2131 (b) Contract with the association for services, which may
2132| include, but are not limted to:

2133 1. Processing applications for sel f-insurance.

2134 2. Collecting and reviewi ng financial statenents and | oss
2135| reserve information fromindividual self-insurers.

2136 3. Collecting and naintaining files for original security
2137| deposit docunents and reinsurance policies fromindividual self-
2138| insurers and, if necessary, perfecting security interests in
2139| security deposits.

2140 4. Processing conpliance docunentation for individual

2141| self-insurers and providing copies of such docunentation to the
2142| departnment.
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2143 5. Collecting all data necessary to cal cul ate annual
2144, premumfor all individual self-insurers, including individua
2145| self-insurers that are public utilities or governnenta

2146| entities, and providing such cal cul ated annual premumto the

2147| departnment diw-sion for assessnment purposes.

2148 6. Inspecting and auditing annually, if necessary, the
2149 payroll and other records of each individual self-insurer,

2150| including individual self-insurers that are public utilities or
2151| governnental entities, in order to determ ne the wages paid by
2152 each individual self-insurer, the premum such individual self-
2153| insurer would have to pay if insured, and all paynents of

2154| conpensati on nmade by such individual self-insurer during each
2155| prior period with the results of such audit provided to the
2156| departnent di-sion. For purposes of this section, the payrol

2157| records of each individual self-insurer shall be open to

2158| inspection and audit by the association and the departnent, or
2159| their authorized representatives, during regular business hours.
2160 7. Processing applications and meki ng recommendati ons with
2161| respect to the qualification of a business to be approved to
2162| provide or continue to provide services to individual self-

2163| insurers in the areas of underwiting, clains adjusting, |oss
2164| control, and safety engi neering.

2165 8. Providing legal representation to inplenent the

2166/ adm nistration and audit of individual self-insurers and maki ng
2167| recomrendations regardi ng prosecution of any adm nistrative or
2168| | egal proceedi ngs necessitated by the regul ation of the

2169| individual self-insurers by the departnent.
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2170 (c) Contract with an attorney or attorneys recommended by
2171 the association for representation of the departnent in any
2172 adm nistrative or |egal proceedings necessitated by the

2173| recommended regul ati on of the individual self-insurers.

2174 (d) Direct the association to require fromeach individua
2175/ self-insurer, at such time and in accordance with such

2176| regul ations as the departnent prescribes, reports relating to
2177 wages paid, the anount of prem uns such individual self-insurer
2178/ woul d have to pay if insured, and all paynents of conpensation
2179 rmade by such individual self-insurer during each prior period
2180| and to determ ne the anopunts paid by each individual self-

2181| insurer and the amounts paid by all individual self-insurers
2182| during such period. For purposes of this section, the payrol
2183| records of each individual self-insurer shall be open to annual
2184| inspection and audit by the association and the departnent, or
2185| their authorized representative, during regular business hours,
2186/ and if any audit of such records of an individual self-insurer
2187| discloses a deficiency in the amount reported to the association
2188| or in the anmounts paid to the departnent disioenr by an

2189 individual self-insurer for its assessnent for the Wrkers

2190| Conpensation Admi nistration Trust Fund, the departnent or the
2191| association may assess the cost of such audit against the

2192 individual self-insurer.

2193 (e) Require that the association notify the nenber

2194\ enmployers and any other interested parties of the determ nation
2195| of insolvency and of their rights under this section. Such
2196| notification shall be by mail at the |ast known address thereof

2197 when avail able; but, if sufficient information for notification
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2198| by nmmil is not avail able, notice by publication in a newspaper
2199| of general circulation shall be sufficient.

2200 (f) Suspend or revoke the authority of any nenber enpl oyer
2201| failing to pay an assessnent when due or failing to conply with
2202 the plan of operation to self-insure in this state. As an

2203| alternative, the departnment nay levy a fine on any nenber

2204| enployer failing to pay an assessnent when due. Such fine shal
2205| not exceed 5 percent of the unpaid assessnent per nonth, except
2206| that no fine shall be |less than $100 per nonth.

2207 (g) Revoke the designation of any servicing facility if
2208| the departnent finds that clains are being handl ed

2209 wunsatisfactorily.

2210 (7) EFFECT OF PAID CLAI M. - -

2211 (a) Any person who recovers fromthe associ ation under
2212| this section shall be deened to have assigned his or her rights
2213| to the association to the extent of such recovery. Every

2214| cl aimant seeking the protection of this section shall cooperate
2215 with the association to the same extent as such person woul d
2216/ have been required to cooperate with the insolvent nenber. The
2217| associ ation shall have no cause of action against the enpl oyee
2218| of the insolvent nenber for any suns the association has paid
2219| out, except such causes of action as the insolvent nmenber woul d
2220 have had if such suns had been paid by the insolvent nenber. In
2221| the case of an insolvent nenber operating on a plan with

2222| assessnent liability, paynments of clains by the association
2223| shall not operate to reduce the liability of the insolvent

2224| menber to the receiver, liquidator, or statutory successor for

2225| unpai d assessnents.
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2226 (b) The receiver, liquidator, or statutory successor of an
2227| insolvent nenber shall be bound by settlenents of covered clains
2228| by the association or a simlar organization in another state.
2229| The court having jurisdiction shall grant such clains priority
2230 agai nst the assets of the insolvent nmenber equal to that to

2231 which the claimant woul d have been entitled in the absence of
2232| this section. The expense of the association or simlar

2233| organization in handling clains shall be accorded the sane

2234| priority as the expenses of the |iquidator.

2235 (c) The association shall file periodically with the

2236| receiver or liquidator of the insolvent nmenber statenents of the
2237| covered clains paid by the association and estinmates of

2238| anticipated clainms on the association, which shall preserve the
2239| rights of the association against the assets of the insolvent
2240 nenber.

2241 (8) NOTI FI CATION OF I NSOLVENCI ES.--To aid in the detection
2242| and prevention of enployer insolvencies: Upon determ nation by
2243 mjority vote that any nenber enpl oyer may be insolvent or in a
2244 financial condition hazardous to the enployees thereof or to the
2245| public, it shall be the duty of the board of directors to notify
2246| the departnment ef—tnsurance of any information indicating such
2247\ condition.

2248 (9) EXAM NATI ON OF THE ASSCOCI ATI ON. - - The associ ati on shal
2249| be subject to exam nation and regul ation by the departnent ef
2250 Htnsurance. No later than March 30 of each year, the board of
2251 directors shall submt an audited financial statenent for the

2252| preceding cal endar year in a form approved by the departnent.
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2253 (10) I MVUNITY.--There shall be no liability on the part
2254| of, and no cause of action of any nature shall arise against,
2255| any nenber enpl oyer, the association or its agents or enpl oyees,
2256| the board of directors, or the departnent ef—tnsurance or its
2257| representatives for any action taken by themin the performance
2258| of their powers and duties under this section.

2259 (11) STAY OF PRCCEEDI NGS; REOCPENI NG OF DEFAULT

2260 JUDGMENTS. -- Al'l proceedings in which an insolvent enployer is a
2261| party, or is obligated to defend a party, in any court or before
2262| any quasi -judicial body or adm nistrative board in this state
2263| shall be stayed for up to 6 nonths, or for such additional

2264| period fromthe date the enpl oyer beconmes an insol vent nenber,
2265| as is deened necessary by a court of conpetent jurisdiction to
2266/ permt proper defense by the association of all pending causes
2267| of action as to any covered clainms arising froma judgnment under
2268| any decision, verdict, or finding based on the default of the
2269| insolvent nenber. The association, either on its own behal f or
2270 on behalf of the insolvent nmenber, may apply to have such

2271| judgnent, order, decision, verdict, or finding set aside by the
2272| same court or administrator that made such judgnent, order,

2273| decision, verdict, or finding and shall be permtted to defend
2274 agai nst such claimon the nerits. |f requested by the

2275| association, the stay of proceedings may be shortened or wai ved.
2276 (12) LI M TATI ON ON CERTAI N ACTI ONS. - - Not wi t hst andi ng any
2277| other provision of this chapter, a covered claim as defined
2278| herein, with respect to which settlenent is not effected and
2279| pursuant to which suit is not instituted against the insured of

2280| an insolvent nenber or the association within 1 year after the
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2281| deadline for filing clains with the receiver of the insolvent
2282 nenber, or any extension of the deadline, shall thenceforth be
2283| barred as a cl aimagainst the association.

2284 (13) CORPORATE | NCOME TAX CREDIT.--Any suns acquired by a
2285 nenber by refund, dividend, or otherwi se fromthe association
2286| shall be payable within 30 days of receipt to the Departnent of
2287 Revenue for deposit with the Chief Financial Oficer Treasurer

2288 to the credit of the General Revenue Fund. All provisions of

2289| chapter 220 relating to penalties and interest on delinquent
2290| corporate inconme tax paynents apply to paynents due under this
2291| subsecti on.

2292 Section 17. Subsections (2), (3), and (4) of section
2293| 440.386, Florida Statutes, are anended to read:

2294 440. 386 I ndividual self-insurers' insolvency;

2295 conservation; |iquidation.--

2296 (2) COMVENCEMENT OF DELI NQUENCY PROCEEDI NG. - - The

2297| department ef—tnsurance or the Florida Self-Insurers Guaranty
2298| Associ ation, Incorporated, may commence a del i nquency proceedi ng
2299| by application to the court for an order directing the

2300| individual self-insurer to show cause why the departnent or

2301| association should not have the relief sought. On the return of
2302| such order to show cause, and after a full hearing, the court
2303| shall either deny the application or grant the application,

2304| together with such other relief as the nature of the case and
2305 the interests of the claimants, creditors, stockhol ders,

2306| nmenbers, subscribers, or public may require. The departnent and

2307| the association shall give reasonable witten notice to each

Page 83 of 756
CODING: Words stricken are deletions; words underlined are additions.



F L ORI DA H O U S E O F R EPRESENTATI V E S

O
HB 1337 2003
cs

2308| other of all hearings which pertain to an adjudication of

2309| insolvency of a nmenber individual self-insurer.

2310 (3) GROUNDS FOR LI QUI DATION. - -The departnment ef—tnsurance
2311| or the association nay apply to the court for an order

2312\ appointing a receiver and directing the receiver to |iquidate
2313 the business of a domestic individual self-insurer if such

2314| individual self-insurer is insolvent.

2315 (4) GROUNDS FOR CONSERVATI ON; FOREI GN | NDI VI DUAL SELF-
2316 | NSURERS. - -
2317 (a) The departnment eftnsurance or the association my

2318| apply to the court for an order appointing a receiver or

2319 ancillary receiver, and directing the receiver to conserve the
2320 assets within this state, of a foreign individual self-insurer
2321 if such individual self-insurer is insolvent.

2322 (b) An order to conserve the assets of an individual self-
2323| insurer shall require the receiver forthwith to take possession
2324| of the property of the receiver within the state and to conserve

2325| it, subject to the further direction of the court.

2326 Section 18. Subsections (3), (4), and (6) of section

2327| 440.44, Florida Statutes, are anended to read:

2328 440. 44 Wbrkers' conpensation; staff organization.--

2329 (3) EXPENDI TURES. -- The departnent, the agency, the office,

2330| the Departnent of Education, and the director of the Division of
2331 Adm nistrative Hearings shall nake such expenditures, including
2332| expenditures for personal services and rent at the seat of

2333| governnent and el sewhere, for |aw books; for tel ephone services
2334 and WATS lines; for books of reference, periodicals, equipnent,

2335 and supplies; and for printing and binding as may be necessary
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2336| in the admnistration of this chapter. Al expenditures in the
2337 adm nistration of this chapter shall be allowed and paid as
2338| provided in s. 440.50 upon the presentation of item zed vouchers

2339| therefor approved by the departnent, the agency, the office, the

2340| Departnent of Education, or the director of the Division of

2341 Adm nistrative Hearings.

2342 (4) PERSONNEL ADM NI STRATI ON. - - Subj ect to the other

2343| provisions of this chapter, the departnment, the agency, the
2344| office, the Departnent of Education, and the Division of

2345| Adm nistrative Hearings nmay appoint, and prescribe the duties
2346| and powers of, bureau chiefs, attorneys, accountants, nedical
2347| advisers, technical assistants, inspectors, clains exam ners,
2348| and such ot her enployees as may be necessary in the performance
2349| of their duties under this chapter.

2350 (6) SEAL.--The departnent and the judges of conpensation
2351| clainms shall have a seal upon which shall be inscribed the words
2352| "State of Florida Departnent of Financial Services lasurance--

2353| Seal" and "Division of Adm nistrative Hearings--Seal,"

2354| respectively.

2355 Section 19. Subsections (3) and (4) of section 440.52,
2356 Florida Statutes, are anended to read:

2357 440.52 Registration of insurance carriers; notice of

2358| cancell ation or expiration of policy; suspension or revocation
2359| of authority.--

2360 (3) If the departnent finds, after due notice and a

2361| hearing at which the insurance carrier is entitled to be heard
2362| in person or by counsel and present evidence, that the insurance

2363| carrier has repeatedly failed to conply with its obligations
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2364| under this chapter, the departnent may request the office to

2365| suspend or revoke the authorization of such insurance carrier to
2366 wite workers' conpensation insurance under this chapter. Such
2367| suspension or revocation shall not affect the liability of any
2368 such insurance carrier under policies in force prior to the

2369| suspension or revocation.

2370 (4) In addition to the penalties prescribed in subsection
2371 (3), violation of s. 440.381 by an insurance carrier shal

2372| result in the inposition of a fine not to exceed $1, 000 per

2373| audit, if the insurance carrier fails to act on said audits by
2374| correcting errors in enployee classification or accepted

2375| applications for coverage where it knew enpl oyee cl assifications
2376 were incorrect. Such fines shall be levied by the office

2377 DPepartrent—oftnsurance and deposited into the Insurance
2378| GCowm-ssioner—s Regul atory Trust Fund.

2379 Section 20. Section 440.525, Florida Statutes, is anended
2380 to read:
2381 440. 525 Exam nation of carriers.--The departnment and

2382| office nmay exam ne each carrier as often as is warranted to

2383| ensure that carriers are fulfilling their obligations under this
2384| chapter thetlaw The exam nation may cover any period of the
2385| carrier's operations since the |ast previous exam nati on.

2386 Section 21. Paragraph (k) of subsection (1) of section
2387| 553.74, Florida Statutes, is anended to read:

2388 553.74 Florida Building Comm ssion.--

2389 (1) The Florida Building Comm ssion is created and shall

2390| be located within the Departnent of Community Affairs for
2391| adm nistrative purposes. Menbers shall be appointed by the
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2392| CGovernor subject to confirmation by the Senate. The comm ssion

2393 shall be conposed of 23 nenbers, consisting of the foll ow ng:

2394 (k) One nmenber who represents the Departnent of Financi al
2395| Services bnasurance.
2396 Section 22. Effective Cctober 1, 2003, paragraph (k) of

2397| subsection (1) of section 553.74, Florida Statutes, as anended
2398| by chapter 2002-293, Laws of Florida, is anended to read:

2399 553.74 Florida Building Comm ssion.--

2400 (1) The Florida Building Comm ssion is created and shall
2401 be |located wthin the Departnent of Conmunity Affairs for

2402| adm ni strative purposes. Menbers shall be appointed by the
2403| CGovernor subject to confirmation by the Senate. The conmm ssion
2404| shall be conposed of 23 nenbers, consisting of the follow ng:

2405 (k) One nenber who represents the Departnent of Financi al
2406| Services HnAsurance.
2407

2408| Any person serving on the conm ssion under paragraph (c) or
2409| paragraph (h) on Cctober 1, 2003, and who has served | ess than
2410 two full ternms is eligible for reappointnent to the conmm ssion
2411| regardl ess of whether he or she neets the new qualification.
2412 Section 23. Section 624.05, Florida Statutes, is anended
2413 to read:

2414 624.05 "Departnent," "conm ssion," and "office"
2415/ defined.--As used in the Insurance Code:
2416 (1) "Departnent" means the Departnment of Financial

2417| Services. The term does not nean the Financial Services

2418 Comm ssion or any office of the Financial Services Conmm ssion
2419| lnsuranceof this state—unless the contextotherw se reguires.
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2420 (2) "Conm ssion" neans the Financial Services Conmi ssion.
2421 (3) "Ofice" neans the Ofice of Insurance Reqgul ation of

24221 the Financial Services Conm SSion.

2423 Section 24. Subsections (2) and (5) of section 624. 155,
2424\ Florida Statutes, are anended to read:

2425 624. 155 Gvil renedy. --

2426 (2)(a) As a condition precedent to bringing an action
2427| under this section, the office departrent and the insurer nust
2428| have been given 60 days' witten notice of the violation. |If

2429| the office departnent returns a notice for |ack of specificity,

2430 the 60-day time period shall not begin until a proper notice is
2431 fil ed.

2432 (b) The notice shall be on a form adopted by the

2433 comm ssion and provided by the office departrwent and shall state
2434 with specificity the follow ng information~ and such ot her

2435| information as the conm ssion requires departient—ray—+egure:

2436 1. The statutory provision, including the specific

2437| |l anguage of the statute, which the insurer allegedly violated.
2438 2. The facts and circunstances giving rise to the

2439| viol ation.

2440 3. The name of any individual involved in the violation.
2441 4. Reference to specific policy |anguage that is rel evant

2442 to the violation, if any. |If the person bringing the civil

2443| action is a third party claimnt, she or he shall not be

2444| required to reference the specific policy |anguage if the

2445| insurer has not provided a copy of the policy to the third party
2446| cl ai mant pursuant to witten request.
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2447 5. A statenment that the notice is given in order to

2448| perfect the right to pursue the civil renedy authorized by this
2449 section.

2450 (c) Wthin 20 days of receipt of the notice, the office
2451| departwent may return any notice that does not provide the

2452| specific information required by this section, and the office
2453| departrent shall indicate the specific deficiencies contained in
2454 the notice. A determ nation by the office depart#went to return a
2455 notice for |lack of specificity shall be exenpt fromthe

2456 requirements of chapter 120.

2457 (d) No action shall lie if, within 60 days after filing
2458| notice, the damages are paid or the circunstances giving rise to
2459 the violation are corrected.

2460 (e) The insurer that is the recipient of a notice filed
2461| pursuant to this section shall report to the office departrent
2462| on the disposition of the alleged violation.

2463 (f) The applicable statute of limtations for an action
2464| under this section shall be tolled for a period of 65 days by
2465 the mailing of the notice required by this subsection or the
2466 mailing of a subsequent notice required by this subsection.

2467 (5) This section shall not be construed to authorize a
2468| class action suit against an insurer or a civil action against
2469 the commission, the office, or the departnment or any of their+
2470| s enpl oyees, e+—thetnsurance—Comm-ssioner— Oor to create a
2471| cause of action when a health insurer refuses to pay a claimfor

2472| reinbursenent on the ground that the charge for a service was
2473| unreasonably high or that the service provided was not nedically

2474 necessary.
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2475 Section 25. Section 624.303, Florida Statutes, is amended
2476/ to read:
2477 624.303 Seal; certified copies as evidence.--
2478 (1) The departnent, conm ssion, and office shall each have

2479 an official seal by which its respective proceedings are
2480| aut henti cat ed.

2481 (2) Al certificates executed by the departnent or office,
2482| other than licenses of agents, solicitors, or adjusters or

2483| simlar licenses or permts, shall bear its respective seal.

24384 (3) Any witten instrunent purporting to be a copy of any
2485| action, proceeding, or finding of fact by the departnent,

2486| commission, or office or any record of the departnent,

2487| commi ssion, or office or copy of any docunent on file inits

2488| office when authenticated under hand of the respective agency

2489 head or his or her designee cemr-ssioner by the seal shall be

2490| accepted by all the courts of this state as prinma facie evidence

24911 of its contents.

2492 Section 26. Section 624.305, Florida Statutes, is anmended
2493| to read:

2494 624. 305 Prohibited interests, rewards.--

2495 (1) No enployee of the departnent, conm ssion, or office,

2496| including the nenbers of the comm ssion, but not including

2497| enpl oyees of the Ofice of Financial Institutions and Securities
2498 Regul ati on, lasurance—GComm-ssioner—and—Treaswrer shall:
2499 (a) Be financially interested, directly or indirectly, in

2500 any insurer or insurance agency authorized to transact insurance
2501 in this state, or in any insurance transaction except as a

2502| policyhol der or clai mant under a policy; or

Page 90 of 756
CODING: Words stricken are deletions; words underlined are additions.



F L ORI DA H O U S E O F R EPRESENTATI V E S

O
HB 1337 2003
cs

2503 (b) Be given or receive any fee, conpensation, |loan, gift,
2504 or other thing of value in addition to the conpensation and

2505| expense all owance provided by |aw, for any service rendered or
2506 to be rendered in her or his capacity as a departnent,

2507| commi ssion, or office enployee.

2508 (2) This section shall not be deened to prohibit an

2509| insurer frommaking, in the regular course of business, a |oan

2510 to any enployee of the department, conmmission, or office, if

2511| such loan is adequately secured by a nortgage upon real estate
2512| or other collateral and qualifies as an eligible investnent of
2513| the insurer under part |l of chapter 625.

2514 (3) Wien there is no conflict of interest, the departnent,

2515 commi ssion, and office may each enploy or retain fromtine to

2516| tinme an insurance actuary, accountant, or other professional
2517\ person who is independently practicing her or his profession
2518| even though such person is simlarly enployed or retained by
2519| insurers or others.

2520 (4) Any person enpl oyed by the departnent, comm ssion, or

2521 office on January 7, 2003, including a nenber of the conm ssion,

25221 who was not subject to this section prior to that date, has

2523| wuntil January 1, 2004, to conply with this section.

2524 Section 27. Section 624.316, Florida Statutes, is anmended
2525 to read:

2526 624.316 Exam nation of insurers.--

2527 (1) (a) The office departwent shall examine the affairs,

2528| transactions, accounts, records, and assets of each authori zed
2529| insurer and of the attorney in fact of a reciprocal insurer as

2530 to its transactions affecting the insurer as often as it deens
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2531| advi sabl e, except as provided in this section. The exam nation
2532 may include exam nation of the affairs, transactions, accounts,
2533| and records relating directly or indirectly to the insurer and
2534 of the assets of the insurer's managi ng general agents and

2535| controlling or controlled person, as defined in s. 625.012. The
2536| exam nation shall be pursuant to a witten order of the office
2537| departrment. Such order shall expire upon receipt by the office
2538| departrent- of the witten report of the exam nati on.

2539 (b) As a part of its exam nation procedure, the office
2540 departwent shall exam ne each insurer regarding all of the

2541 information required by s. 627.915.

2542 (c) The office departwent shall exam ne each insurer

2543| according to accounting procedures designed to fulfill the

2544 requirenents of generally accepted i nsurance accounti ng

2545| principles and practices and good internal control and in

2546| keeping with generally accepted accounting forms, accounts,

2547 records, nethods, and practices relating to insurers. To

2548| facilitate uniformty in exam nations, the conm ssion departrent
2549 may adopt, by rule, the Market and—Fnaneial Conduct Exam ners
2550 Examnatioen Handbook and the Financial Condition Exam ners

2551 Handbook of the National Associ ati on of |nsurance Conmnm SSioners,

2552| 2002 19906, and may adopt subsequent anendnments thereto, if the
2553| exam nation met hodol ogy remai ns substantially consistent.

2554 (2)(a) Except as provided in paragraph (f), the office
2555 departwent may exam ne each insurer as often as may be warranted
2556| for the protection of the policyholders and in the public

2557 interest, and shall exam ne each donestic insurer not |ess

2558| frequently than once every 3 years. The exam nation shall cover
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2559| the preceding 3 fiscal years of the insurer and shall be

2560 commenced within 12 nonths after the end of the nost recent

2561| fiscal year being covered by the exam nation. The exam nation
2562 may cover any period of the insurer's operations since the | ast
2563| previous exam nation. The exam nation may include exam nation of
2564| events subsequent to the end of the nost recent fiscal year and
2565| the events of any prior period that affect the present financi al
2566 condition of the insurer. In lieu of making its own exam nati on,
2567| the office departrent may accept an i ndependent certified public
2568| accountant's audit report prepared on a statutory basis

2569| consistent with the Florida Insurance Code on that specific

2570| conpany. The office departrent nay not accept the report in lieu
2571| of the requirenment inposed by paragraph (1)(b). Wen an

2572| exam nation is conducted by the office departrent for the sole
2573| purpose of exam ning the 3 preceding fiscal years of the insurer
2574 within 12 nonths after the opinion date of an independent

2575| certified public accountant's audit report prepared on a

2576| statutory basis on that specific conpany consistent with the
2577 Florida I nsurance Code, the cost of the exam nation as charged
2578 to the insurer pursuant to s. 624.320 shall be reduced by the
2579| cost to the insurer of the independent certified public

2580| accountant's audit reports. Requests for the reduction in cost
2581| of exam nation must be submitted to the office departrent in
2582 witing no later than 90 days after the conclusion of the

2583 exam nation and shall include sufficient docunentation to

2584| support the charges incurred for the statutory audit perforned

2585| by the independent certified public accountant.
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2586 (b) The office departwent shall exam ne each insurer

2587| applying for an initial certificate of authority to transact
2588| insurance in this state before granting the initial certificate.
2589 (c) Inlieu of making its own exam nation, the office
2590 departmwent may accept a full report of the last recent

2591| exami nation of a foreign insurer, certified to by the insurance
2592 supervisory official of another state.

2593 (d) The exam nation by the office departrwent of an alien
2594| insurer shall be limted to the alien insurer's insurance

2595| transactions and affairs in the United States, except as

2596| otherwi se required by the office departrent.

2597 (e) The conm ssion departrent shall adopt rules providing
2598| that, upon agreenent between the office departwent and the

2599| insurer, an exam nation under this section nmay be conducted by

2600| independent certified public accountants, actuaries neeting
2601| criteria specified by rule, and reinsurance specialists neeting
2602| criteria specified by rule. The rules shall provide:

2603 1. That the agreenent of the insurer is not required if
2604| the office departrent reasonably suspects crimnal m sconduct on
2605 the part of the insurer.

2606 2. That the office departwent shall provide the insurer
2607| with a list of three firnms acceptable to the office departrent,
2608 and that the insurer shall select the firmto conduct the

2609 examnation fromthe list provided by the office departnent.
2610 3. That the insurer being exam ned nust nake paynent for
2611| the exami nation directly to the firm perform ng the exam nation

2612| in accordance with the rates and terns agreed to by the office
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2613| departrment, the insurer, and the firmperformng the

2614| exam nati on.

2615 4. That if the exam nation is conducted w thout the

2616/ consent of the insurer, the insurer nust pay all reasonable

2617 charges of the examning firmif the exam nation finds

2618| i npairnment, insolvency, or crimnal msconduct on the part of
2619| the insurer.

2620 (f)1.

2621 a. An exam nation under this section nust be conducted at
2622| | east once every year with respect to a domestic insurer that
2623| has continuously held a certificate of authority for less than 3
2624| years. The exam nation nust cover the preceding fiscal year or
2625| the period since the | ast exam nation of the insurer. The office
2626| departwent may limt the scope of the exam nation.

2627 b. The office departwent may not accept an i ndependent
2628| certified public accountant's audit report in lieu of an

2629| exam nation required by this subparagraph.

2630 c. An insurer may not be required to pay nore than $25, 000
2631 to cover the costs of any one exam nation under this

2632| subpar agraph.

2633 2. An exam nation under this section nust be conducted not
2634| less frequently than once every 5 years with respect to an

2635| insurer that has continuously held a certificate of authority,
2636/ w thout a change in ownership subject to s. 624.4245 or s.

2637| 628.461, for nore than 15 years. The exam nation must cover the
2638| preceding 5 fiscal years of the insurer or the period since the

2639| | ast exam nation of the insurer. This subparagraph does not
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2640 limt the ability of the office departnent to conduct nore

2641 frequent exam nations.

2642 Section 28. Section 624.317, Florida Statutes, is anmended
2643| to read:

2644 624.317 Investigation of agents, adjusters,

2645| adm ni strators, service conpanies, and others.--I1f it has reason

2646 to believe that any person has violated or is violating any
2647| provision of this code, or upon the witten conplaint signed by
2648| any interested person indicating that any such violation may
2649| exist:;+

2650 (1) The departnment shall conduct such investigation as it
2651| deens necessary of the accounts, records, docunents, and

2652| transactions pertaining to or affecting the insurance affairs of
2653| any=—

2654 - general agent, surplus |ine agent, nanagi ng general
2655| agent, adjuster—adm-histrator—serviceconpany—or—other

2656| person—

2657 2> insurance agent, custoner representative, service

2658| representative, or other person subject to its jurisdiction e
2659| seoekbieitor, subject to the requirenents of s. 626.601.

2660 (2) The office shall conduct such investigation as it

2661| deens necessary of the accounts, records, docunents, and

2662| transactions pertaining to or affecting the insurance affairs of

2663| any:
2664 (a) Adjuster, adm nistrator, service conpany, or other

2665| person subject to its jurisdiction.
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2666 (b)&3) Person having a contract or power of attorney under
2667 which she or he enjoys in fact the exclusive or dom nant right

2668 to nanage or control an insurer.

2669 (c)&4- Person engaged in or proposing to be engaged in the
2670 pronotion or formation of:

2671 1.3 A donestic insurer;

2672 2. b An insurance hol ding corporation; or

2673 3.6 A corporation to finance a donestic insurer or in

2674 the production of the donestic insurer's business.

2675 Section 29. Subsections (2), (3), (4), (5), and (7) of
2676/ section 624.404, Florida Statutes, are anended to read:

2677 624. 404 Ceneral eligibility of insurers for certificate of
2678| authority.--To qualify for and hold authority to transact

2679| insurance in this state, an insurer nust be otherwi se in

2680 conpliance with this code and with its charter powers and nust
2681| be an incorporated stock insurer, an incorporated nutual

2682| insurer, or a reciprocal insurer, of the sane general type as
2683| may be formed as a donestic insurer under this code; except

2684| that:

2685 (2) No foreign or alien insurer or exchange shall be

2686/ authorized to transact insurance in this state unless it is
2687| otherw se qualified therefor under this code and has operated
2688| satisfactorily for at least 3 years in its state or country of
2689| domicile; however, the office departwent may wai ve the 3-year
2690 requirenent if the foreign or alien insurer or exchange:

2691 (a) Has operated successfully and has capital and surplus
2692 of $5 million;
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2693 (b) Is the wholly owned subsidiary of an insurer which is
2694\ an authorized insurer in this state;

2695 (c) Is the successor in interest through nerger or

2696| consolidation of an authorized insurer; or

2697 (d) Provides a product or service not readily available to
2698 the consuners of this state.

2699 (3)(a) The office departwent shall not grant or continue
2700 authority to transact insurance in this state as to any insurer
2701| the managenent, officers, or directors of which are found by it
2702| to be inconpetent or untrustworthy; or so lacking in insurance
2703| conpany nmanageri al experience as to nake t he proposed operation
2704| hazardous to the insurance-buying public; or so lacking in

2705| insurance experience, ability, and standing as to jeopardize the
2706| reasonable prom se of successful operation; or which it has good
2707 reason to believe are affiliated directly or indirectly through
2708 ownership, control, reinsurance transactions, or other insurance
2709 or business relations, with any person or persons whose business
2710| operations are or have been marked, to the detrinment of

2711| policyhol ders or stockholders or investors or creditors or of
2712| the public, by manipul ation of assets, accounts, or reinsurance
2713| or by bad faith.

2714 (b) The office departwent shall not grant or continue

2715| authority to transact insurance in this state as to any insurer
2716| if any person, including any subscriber, stockhol der, or

2717 incorporator, who exercises or has the ability to exercise

2718| effective control of the insurer, or who influences or has the

2719| ability to influence the transaction of the business of the
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2720| insurer, does not possess the financial standing and business
2721 experience for the successful operation of the insurer.

2722 (c) The office departwent nay deny, suspend, or revoke the
2723| authority to transact insurance in this state of any insurer if
2724\ any person, including any subscriber, stockhol der, or

2725| incorporator, who exercises or has the ability to exercise

2726| effective control of the insurer, or who influences or has the
2727 ability to influence the transaction of the business of the

2728| insurer, has been found guilty of, or has pleaded guilty or nolo
2729| contendere to, any felony or crinme punishable by inprisonnent of
2730 1 year or nore under the law of the United States or any state
2731| thereof or under the |aw of any other country which invol ves
2732| noral turpitude, without regard to whether a judgnment of

2733| conviction has been entered by the court having jurisdiction in
2734\ such case. However, in the case of an insurer operating under a
2735| subsisting certificate of authority, the insurer shall renove
2736| any such person i mredi ately upon di scovery of the conditions set
2737 forth in this paragraph when applicable to such person or upon
2738 the order of the office departrent, and the failure to so act by
2739| said insurer shall be grounds for revocation or suspension of
2740 the insurer's certificate of authority.

2741 (d) The office departwent may deny, suspend, or revoke the
2742| authority of an insurer to transact insurance in this state if
2743| any person, including any subscriber, stockhol der, or

2744| incorporator, who exercises or has the ability to exercise

2745 effective control of the insurer, or who influences or has the
2746| ability to influence the transaction of the business of the

2747| insurer, which person the office departwent has good reason to
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2748| believe is now or was in the past affiliated directly or

2749 indirectly, through ownership interest of 10 percent or nore,
2750 control, or reinsurance transactions, wth any business,

2751 corporation, or other entity that has been found guilty of or
2752| has pleaded guilty or nolo contendere to any felony or crine
2753| puni shable by inprisonnent for 1 year or nore under the | aws of
2754 the United States, any state, or any other country, regardless
2755| of adjudication. However, in the case of an insurer operating
2756| wunder a subsisting certificate of authority, the insurer shall
2757 imedi ately renove such person or imediately notify the office
2758| departrent- of such person upon discovery of the conditions set
2759 forth in this paragraph, either when applicable to such person
2760 or upon order of the office departrnent; the failure to renove
2761 such person, provide such notice, or conply with such order

2762 constitutes grounds for suspension or revocation of the

2763| insurer's certificate of authority.

2764 (4)(a) No authorized insurer shall act as a fronting

2765| conpany for any unauthorized insurer which is not an approved
2766| reinsurer.

2767 (b) A "fronting conmpany” is an authorized insurer which by
2768| reinsurance or otherw se generally transfers nore than 50

2769| percent to one unauthorized insurer which does not neet the
2770 requirenments of s. 624.610(3)(a), (b), or (c), or nore than 75
2771 percent to two or nore unauthorized insurers which do not neet
2772 the requirenents of s. 624.610(3)(a), (b), or (c), of the entire
2773| risk of loss on all of the insurance witten by it in this

2774 state, or on one or nore lines of insurance, on all of the

2775| business produced through one or nore agents or agencies, or on
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2776| all of the business from a designated geographical territory,
2777 w thout obtaining the prior approval of the office departrent.
2778 (c) The office departwent may, in its discretion, approve
2779 a transfer of risk in excess of the l[imts in paragraph (b) upon
2780| presentation of evidence, satisfactory to the office departwent,
2781 that the transfer would be in the best interests of the

2782 financial condition of the insurer and in the best interests of
2783| the policyhol ders.

2784 (5 No insurer shall be authorized to transact insurance
2785 in this state which, during the 3 years inmedi ately precedi ng
2786| its application for a certificate of authority, has violated any
2787| of the insurance |aws of this state and after being infornmed of
2788| such violation has failed to correct the sane; except that, if
2789 all other requirenents are net, the office departrent my

2790| nevertheless issue a certificate of authority to such an insurer
2791| wupon the filing by the insurer of a sworn statenment of all such
2792| insurance so witten in violation of |aw, and upon paynent to
2793| the office departwent of a sumof noney as additional filing fee
2794 equivalent to all premumtaxes and other state taxes and fees
2795| as woul d have been payable by the insurer if such insurance had
2796| been lawfully witten by an authorized insurer under the | aws of
2797| this state. This fee, when collected, shall be deposited to the
2798| credit of the Insurance Comm-ssionrer—s Regul atory Trust Fund.
2799 (7) For the purpose of satisfying the requirenents of ss.
2800 624.407 and 624.408, the investnment portfolio of an insurer

2801| applying for an initial certificate of authority to do busi ness
2802 in this state shall value its bonds and stocks in accordance

2803| with the provisions of the latest edition of the publication
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2804| "Purposes and Procedures Manual of the NAIC Securities Val uation
2805 Ofice" “Maluations—of—Securities™ by the National Association
2806| of Insurance Conm ssioners, July 1, 2002 1990, and subsequent

2807| anendnents thereto, if the valuation nethodol ogy remnains
2808| substantially unchanged.
2809 Section 30. Subsection (1) of section 624.4072, Florida

2810 Statutes, is anended to read:

2811 624. 4072 Mnority-owned property and casualty insurers;
2812 limted exenption for taxation and assessnents. - -
2813 (1) A mnority business that is at |east 51 percent owned

2814 by mnority persons, as defined in s. 288.703(3), initially

2815| issued a certificate of authority in this state as an authorized
2816| insurer after May 1, 1998, and before January 1, 2002, to wite
2817| property and casualty insurance shall be exenpt, for a period
2818| not to exceed 10 years fromthe date of receiving its

2819| certificate of authority, fromthe foll ow ng taxes and

2820| assessnents:

2821 (a) Taxes inposed under ss. 175.101, 185.08, and 624.5009;
2822 (b) Assessnents by the G tizens Property |Insurance

2823| Cor por ati on Ferida—Residential—Property—andGCasualtyJoint
2824 I o o I I Lorid i nd

2825 Underwriting Association,—as provided under s 627351, except

2826| for emergency assessnents collected from policyhol ders pursuant

2827| to s. 627.351(6)(b)3.d. s—627-351(2}(b}2 d (1) and(6){b)3d.

2828 Any such insurer shall be a nenber insurer of the Ctizens
2829| Property | nsurance Corporation H-erida—-Whndstorm-Underwiting
2830 o oy lorid L d ol I I
2831 Jeint—Underwiting-Association. The prem uns of such insurer
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2832| shall be included in determning, for the Ctizens Property
2833| I nsurance Corporation Ferda—Whdsterm-Unrderwiting

2834 o i de dire o

2835 propertyinsurance-andin-determning—forthe Florida

2836 g ol I | . I -

2837| Assoeciation, the aggregate statewide direct witten prem um for

2838| the subject |lines of business for all nenber insurers.

2839 Section 31. Subsection (1) of section 624.413, Florida
2840 Statutes, is anended to read:

2841 624.413 Application for certificate of authority.--
2842 (1) To apply for a certificate of authority, an insurer

2843 shall file its application therefor with the office departnent,

2844\ wupon a form adopted by the conm ssion and furnished by the

2845| office +, showing its nanme; |ocation of its hone office and, if
2846 an alien insurer, its principal office in the United States;
2847| kinds of insurance to be transacted; state or country of

2848 domicile; and such additional information as the conm ssion

2849| departrent—may reasonably requires regqui+re, together with the
2850\ follow ng docunents:

2851 (a) One copy of its corporate charter, articles of

2852| incorporation, existing and proposed nonfacultative reinsurance
2853| contracts, declaration of trust, or other charter docunents,
2854 with all amendnents thereto, certified by the public official
2855 with whomthe originals are on file in the state or country of
2856| domi cil e.

2857 (b) If a nutual insurer, a copy of its bylaws, as anended,
2858| certified by its secretary or other officer having custody

2859 thereof.
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2860 (c) If aforeign or alien reciprocal insurer, a copy of
2861| the power of attorney of its attorney in fact and of its

2862| subscribers' agreenent, if any, certified by the attorney in
2863| fact; and, if a donmestic reciprocal insurer, the declaration
2864| provided for in s. 629.081.

2865 (d) A copy of its financial statenent as of Decenber 31
2866| next preceding, containing information generally included in
2867| insurer financial statenents prepared in accordance with

2868| generally accepted i nsurance accounting principles and practices
2869 and in a formgenerally utilized by insurers for financia

2870| statements, sworn to by at | east two executive officers of the
2871 insurer, or certified by the public official having supervision
2872| of insurance in the insurer's state of domcile or of entry into
2873 the United States. To facilitate uniformty in financial

2874| statenents, the conm ssion departrent may by rule adopt the form

2875| for financial statements approved by the National Association of

2876| | nsurance Comm ssioners in 2002 4999, and nmay adopt subsequent
2877 anmendnents thereto if the formremains substantially consistent.
2878 (e) Supplenental quarterly financial statenents for each
2879| cal endar quarter since the beginning of the year of its

2880| application for the certificate of authority, sworn to by at
2881 least two of its executive officers. To facilitate uniformty in
2882| financial statenents, the conm ssion departrent nay by rule

2883| adopt the formfor quarterly financial statenents approved by

2884| the National Association of Insurance Conmm ssioners in 2002
2885| 1990, and may adopt subsequent anendnents thereto if the form
2886| remains substantially consistent.
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2887 (f) If a foreign or alien insurer, a copy of the report of
2888 the nobst recent examnation of the insurer certified by the

2889| public official having supervision of insurance in its state of
2890 domcile or of entry into the United States. The end of the
2891| nost recent year covered by the exam nation nust be within the
2892| 3-year period preceding the date of application. 1In lieu of the
2893| certified exam nation report, the office departwent may accept
2894| an audited certified public accountant's report prepared on a
2895| basis consistent with the insurance |aws of the insurer's state
2896 of domicile, certified by the public official having supervision
2897| of insurance in its state of domcile or of entry into the

2898 United States.

2899 (g) If aforeign or alien insurer, a certificate of

2900\ conpliance fromthe public official having supervision of

2901| insurance in its state or country of domcile showing that it is
2902| duly organi zed and authorized to transact insurance therein and
2903 the kinds of insurance it is so authorized to transact.

2904 (h) If a foreign or alien insurer, a certificate of the
2905| public official having custody of any deposit maintai ned by the
2906| insurer in another state in lieu of a deposit or part thereof
2907| required in this state under s. 624.411 or s. 624.412, show ng
2908| the amount of such deposit and the assets or securities of which
2909| conpri sed.

2910 (i) If alife insurer, a certificate of valuation.

2911 (j) If an alien insurer, a copy of the appointnent and
2912| authority of its United States manager, certified by its officer

2913| having custody of its records.
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2914 Section 32. Section 624.424, Florida Statutes, is anended
2915 to read:
2916 624. 424 Annual statenent and other i nformation.--
2917 (1) (a) Each authorized insurer shall file with the office

2018| departrent full and true statenents of its financial condition,
2919| transactions, and affairs. An annual statenment covering the

2920| precedi ng cal endar year shall be filed on or before March 1, and
2921| quarterly statenents covering the periods ending on March 31,
2922 June 30, and Septenber 30 shall be filed within 45 days after
2923| each such date. The office departrent may, for good cause, grant
2924| an extension of time for filing of an annual or quarterly

2925 statenment. The statenments shall contain information generally
2926| included in insurers' financial statenents prepared in

2927| accordance with generally accepted i nsurance accounti ng

2928 principles and practices and in a formgenerally utilized by
2929| insurers for financial statenents, sworn to by at |east two

2030| executive officers of the insurer or, if a reciprocal insurer,
2031 by the oath of the attorney in fact or its like officer if a
2032| corporation. To facilitate uniformty in financial statenents
2933 and to facilitate office departrnent anal ysis, the conm ssion
2034| departrent- may by rule adopt the formfor financial statenents
2035| approved by the National Association of |Insurance Conm ssioners

2936| in 2002 1996, and may adopt subsequent anendnents thereto if the
2937| met hodol ogy remai ns substantially consistent, and may by rul e
2938 require each insurer to submt to the office department or such
2939| organi zation as the office departwent nay designate all or part
2940 of the information contained in the financial statenent in a
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2941| conputer-readable formconpatible with the el ectronic data
2942| processing systemspecified by the office departwent.

2943 (b) Each insurer's annual statenment nust contain a

2944| statenent of opinion on |oss and | oss adj ustnment expense

2945| reserves nmade by a nenber of the American Acadeny of Actuaries
2946| or by a qualified | oss reserve specialist, under criteria

2947 established by rule of the comm ssion departrent. |In adopting
2948| the rule, the conm ssion departwent- nmust consider any criteria
2949| established by the National Association of |nsurance

2950 Comm ssioners. The office department may require sem annual
2951| updates of the annual statenent of opinion as to a particular
2052| insurer if the office departrent has reasonabl e cause to believe

2953| that such reserves are understated to the extent of nmaterially

2954 msstating the financial position of the insurer. Wrkpapers in
2955 support of the statenent of opinion nust be provided to the

2056| office departwent upon request. This paragraph does not apply to
2057 life insurance or title insurance.

2958 (c) The conmmi ssion departwent- may by rule require reports
2959 or filings required under the insurance code to be submtted on

2960 a conputer-diskette conpatible with the electronic data
2961| processing equi pnent specified by the conm ssi on departrent.

2962 (2) The statenent of an alien insurer shall be verified by
2963| the insurer's United States manager or other officer duly

2964| authorized. It shall be a separate statenent, to be known as
2965| its general statenent, of its transactions, assets, and affairs
2966 within the United States unless the office departwent requires
2967 otherwise. If the office departrent requires a statenent as to

2968| the insurer's affairs el sewhere, the insurer shall file such
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2969| statement with the office departwent as soon as reasonably

2970 possi bl e.

2971 (3) Each insurer having a deposit as required under s.
2972 624.411 shall file with the office departwent annually with its
2973 annual statenment a certificate to the effect that the assets so
2974| deposited have a nmarket value equal to or in excess of the

2975 anmount of deposit so required.

2976 (4) At the tine of filing, the insurer shall pay the fee
2977 for filing its annual statenment in the anount specified in s.
2978 624.501.

2979 (5) The office departwent nay refuse to continue, or may
2980 suspend or revoke, the certificate of authority of an insurer
2081| failing to file its annual or quarterly statenments and

2082| acconpanying certificates when due.

2983 (6) In addition to information called for and furnished in
2984| connection with its annual or quarterly statenents, an insurer
2985| shall furnish to the office departwent as soon as reasonably
2986| possible such information as to its transactions or affairs as
2087| the office departrent may fromtine to tine request in witing.
2988 All such information furnished pursuant to the office's

2989| departwent—s request shall be verified by the oath of two

2990| executive officers of the insurer or, if a reciprocal insurer,
2991| by the oath of the attorney in fact or its like officers if a
2992| corporation.

2993 (7) The signatures of all such persons when witten on
2994| annual or quarterly statements or other reports required by this
2995| section shall be presuned to have been so witten by authority

2996| of the person whose signature is affixed thereon. The affi xing
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2997| of any signature by anyone other than the purported signer

2998| constitutes a felony of the second degree, punishable as

2999| provided ins. 775.082, s. 775.083, or s. 775.084.

3000 (8)(a) Al authorized insurers nust have conducted an

3001| annual audit by an independent certified public accountant and
3002 nust file an audited financial report with the office departrent
3003 on or before June 1 for the preceding year endi ng Decenber 31.
3004| The office departnent may require an insurer to file an audited
3005| financial report earlier than June 1 upon 90 days' advance

3006 notice to the insurer. The office department may i Mmedi ately
3007| suspend an insurer's certificate of authority by order if an
3008 insurer's failure to file required reports, financia

3009| statements, or information required by this subsection or rule
3010| adopted pursuant thereto creates a significant uncertainty as to
3011 the insurer's continuing eligibility for a certificate of

3012| authority.

3013 (b) Any authorized insurer otherwi se subject to this

3014| section having direct premunms witten in this state of |ess
3015 than $1 million in any cal endar year and fewer less than 1,000
3016| policyholders or certificateholders of directly witten policies
3017| nationwi de at the end of such cal endar year is exenpt fromthis
3018| section for such year unless the office departrent nakes a

3019| specific finding that conpliance is necessary in order for the
3020| office departrent- to carry out its statutory responsibilities.
3021| However, any insurer having assunmed prem uns pursuant to

3022 contracts or treaties or reinsurance of $1 mllion or nore is
3023| not exenpt. Any insurer subject to an exenption nust submt by

3024 March 1 followi ng the year to which the exenption applies an
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3025| affidavit sworn to by a responsible officer of the insurer

3026/ specifying the amount of direct premuns witten in this state
3027 and nunber of policyholders or certificatehol ders.

3028 (c) The board of directors of an insurer shall hire the
3029| certified public accountant that prepares the audit required by
3030 this subsection and the board shall establish an audit commttee
3031 of three or nore directors of the insurer or an affiliated

3032| conpany. The audit conmittee shall be responsible for discussing
3033| audit findings and interacting with the certified public

3034 accountant with regard to her or his findings. The audit

3035 conmmttee shall be conprised solely of nenbers who are free from
3036| any relationship that, in the opinion of its board of directors,
3037 would interfere with the exercise of independent judgnent as a
3038 commttee nenber. The audit commttee shall report to the board
3039| any findings of adverse financial conditions or significant

3040| deficiencies in internal controls that have been noted by the
3041| accountant. The insurer may request the office departwent to
3042| waive this requirenment of the audit conm ttee nenbership based
3043| wupon unusual hardship to the insurer.

3044 (d) An insurer may not use the sanme accountant or partner
3045| of an accounting firmresponsible for preparing the report

3046| required by this subsection for nore than 7 consecutive years.
3047 Following this period, the insurer may not use such account ant
3048| or partner for a period of 2 years, but may use anot her

3049| accountant or partner of the sane firm An insurer may request
3050 the office departnent to waive this prohibition based upon an
3051| wunusual hardship to the insurer and a determ nation that the

3052| accountant is exercising independent judgnent that is not unduly

Page 110 of 756
CODING: Words stricken are deletions; words underlined are additions.



F L ORI DA H O U S E O F R EPRESENTATI V E S

O
HB 1337 2003
cs

3053| influenced by the insurer considering such factors as the nunber
3054| of partners, expertise of the partners or the nunber of

3055| insurance clients of the accounting firm the prem um vol une of
3056/ the insurer; and the nunber of jurisdictions in which the

3057 insurer transacts business.

3058 (e) The conmi ssion departwent- shall adopt rules to

3059| inplement this subsection, which rules nust be in substanti al
3060 conformty with the 1998 1990 Mbdel Rul e Requiring Annual

3061| Audited Financial Reports adopted by the National Association of

3062| | nsurance Conmi ssioners, except where inconsistent with the

3063| requirenments of this subsection. Any exception to, waiver of, or
3064| interpretation of accounting requirenents of the comm ssion

3065| department nust be in witing and signed by an authorized

3066/ representative of the office departwent. No insurer nmay raise as
3067| a defense in any action, any exception to, waiver of, or

3068| interpretation of accounting requirenents, unless previously
3069| issued in witing by an authorized representative of the office
3070| departrent.

3071 (9)(a) Each authorized insurer shall, pursuant to s.

3072| 409.910(20), provide records and information to the Agency for
3073| Health Care Adm nistration to identify potential insurance

3074| coverage for clains filed wth that agency and its fiscal agents
3075| for paynent of medical services under the Medicaid program
3076 (b) Each authorized insurer shall, pursuant to s.

3077| 409.2561(5)(c), notify the Medicaid agency of a cancellation or
3078| discontinuance of a policy within 30 days if the insurer

3079| received notification fromthe Medicaid agency to do so.
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3080 (c) Any information provided by an insurer under this

3081| subsection does not violate any right of confidentiality or

3082| contract that the insurer may have with covered persons. The
3083| insurer is imune fromany liability that it may otherw se incur
3084 through its release of such information to the Agency for Health
3085 Care Administration.

3086 (10) Each insurer or insurer group doing business in this
3087| state shall file on a quarterly basis in conjunction with

3088| financial reports required by paragraph (1)(a) a suppl enental
3089| report on an individual and group basis on a form prescribed by
3090| the conm ssion departrent- with information on personal |ines and

3091 commercial lines residential property insurance policies in this
3092| state. The supplenental report shall include separate

3093| information for personal |lines property policies and for

3094| comrercial lines property policies and totals for each item

3095| specified, including premuns witten for each of the property
3096| |ines of business as described in ss. 215.555(2)(c) and
3097 627.351(6)(a). The report shall include the follow ng

3098| information for each county on a nonthly basis:

3099 (a) Total nunmber of policies in force at the end of each
3100( nont h.

3101 (b) Total nunmber of policies cancel ed.

3102 (c) Total nunber of policies nonrenewed.

3103 (d) Nunber of policies canceled due to hurricane risk.
3104 (e) Nunber of policies nonrenewed due to hurricane risk.
3105 (f) Nunmber of new policies witten.

3106 (g) Total dollar value of structure exposure under

3107| policies that include w nd coverage.
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3108 (h) Nunber of policies that exclude w nd coverage.
3109 Section 33. Subsections (2), (3), and (4) of section
3110 624.476, Florida Statutes, are amended to read:
3111 624.476 Inpaired self-insurance funds.--
3112 (2) If any fund |l evies an assessnment pursuant to

3113| subsection (1), the office departwent shall require the fund to
3114| consent to adm nistrative supervision under part VI of this

3115| chapter. The office departrwent nay wai ve the requirenent to

3116| consent to adm nistrative supervision for good cause.

3117 (3) If the trustees fail to nmake an assessnment as required
3118| by subsection(1l), the office departnent shall order the trustees
3119 to do so. If the deficiency is not sufficiently made up within
3120 60 days after the date of the order, the fund shall be deened
3121| insolvent and grounds shall exist to proceed against the fund as
3122| provided for in part |I of chapter 631.

3123 (4) Notw thstanding the requirenent of the fund to make an
3124| assessnment pursuant to subsection (1) or subsection (3), the
3125| office departwent may at any tine request that the departnent te

3126/ be appointed receiver for purposes of rehabilitation or

3127 liquidation if it is able to denonstrate that any grounds for
3128| rehabilitation or liquidation exist pursuant to s. 631.051 or s.
3129| 631.061.

3130 Section 34. Section 624.477, Florida Statutes, is anmended
3131 to read:

3132 624. 477 Liquidation, rehabilitation, reorganization, and
3133| conservation.--Any rehabilitation, |iquidation, conservation, or

3134| dissolution of a self-insurance fund shall be conducted under

3135| the supervision of the office and departnent, which shall each
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3136| have all power with respect thereto granted to the fund under
3137 part | of chapter 631 governing the rehabilitation, |iquidation,
3138| conservation, or dissolution of insurers and including al

3139| grounds for the appointnent of a receiver contained in ss.

3140 631.051 and 631. 061.

3141 Section 35. Section 625.01115, Florida Statutes, is
3142| anended to read:
3143 625. 01115 Definitions.--As used in this chapter, the term

3144| "statutory accounting principles" nmeans accounting principles as
3145| defined in the National Association of Insurance Comm ssioners
3146| Accounting Practices and Procedures Manual as of March 2002 and

3147| subsequent anmendnents thereto if the nethodol ogy renains

3148| substantially consistent effeectiveJandary—1—200L1.

3149 Section 36. Subsections (2), (3), and (4), paragraphs (c),
3150 (d), (g), (h), (i), and (j) of subsection (5), paragraph (e) of
3151| subsection (6), subsection (10), paragraph(b) of subsection

3152| (12), and subsection (14) of section 625.121, Florida Statutes,

3153| are anended to read:

3154 625.121 Standard Valuation Law, |ife insurance.--

3155 (2) ANNUAL VALUATION. - -The office departrment shall

3156| annually value, or cause to be valued, the reserve liabilities,
3157 hereinafter called "reserves,” for all outstanding life

3158| insurance policies and annuity and pure endownent contracts of
3159| every life insurer doing business in this state, and may certify
3160| the amount of any such reserves, specifying the nortality table
3161 or tables, rate or rates of interest, and nethods, net-|evel

3162| prem um nethod or others, used in the cal culation of such

3163| reserves. In the case of an alien insurer, such valuati on shal
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3164 be limted to its insurance transactions in the United States.
3165| In calculating such reserves, the office departwent may use

3166| group net hods and approxi mate averages for fractions of a year
3167 or otherwise. It may accept in its discretion the insurer's

3168| cal cul ation of such reserves. In lieu of the valuation of the
3169| reserves herein required of any foreign or alien insurer, it my
3170 accept any val uati on made or caused to be nade by the insurance
3171| supervisory official of any state or other jurisdiction when
3172| such valuation conplies with the m ni nrum standard herein

3173 provided and if the official of such state or jurisdiction

3174| accepts as sufficient and valid for all |egal purposes the

3175| certificate of valuation of the office department when such

3176/ certificate states the valuation to have been made in a

3177| specified manner according to which the aggregate reserves woul d
3178| be at least as large as if they had been conputed in the manner
3179| prescribed by the law of that state or jurisdiction. Wen any
3180 such valuation is nmade by the office departrent, it my use the
3181| actuary of the office departrent or enploy an actuary for the
3182| purpose; and the reasonabl e conpensation of the actuary, at a
3183| rate approved by the office departrment, and rei nbursenment of
3184| travel expenses pursuant to s. 624. 320 upon denmand by the office
3185| departwent, supported by an item zed statenent of such

3186| conpensati on and expenses, shall be paid by the insurer. \Wen a
3187| donestic insurer furnishes the office departrent with a

3188| valuation of its outstanding policies as conputed by its own
3189| actuary or by an actuary deemed satisfactory for the purpose by
3190| the office departnent, the valuation shall be verified by the
3191| actuary of the office departwent Wi thout cost to the insurer.
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3192 (3) ACTUARI AL OPI Nl ON OF RESERVES. - -
3193 (a)l. Each life insurance conpany doing business in this

3194| state shall annually submt the opinion of a qualified actuary
3195| as to whether the reserves and related actuarial itens held in
3196| support of the policies and contracts specified by the

3197| conmi ssi on departrent by rule are conputed appropriately, are

3198| based on assunptions which satisfy contractual provisions, are
3199| consistent with prior reported amounts, and conply with

3200| applicable aws of this state. The comm ssi on departrent by rule
3201| shall define the specifics of this opinion and add any ot her

3202| itens determined to be necessary to its scope.

3203 2. The opinion shall be submtted with the annual

3204| statenment reflecting the valuation of such reserve liabilities
3205/ for each year ending on or after Decenber 31, 1992.

3206 3. The opinion shall apply to all business in force,

3207| including individual and group health insurance plans, in the
3208 form and substance acceptable to the office departwent as

3209| specified by rule of the comnm ssion.

3210 4. The conmi ssi on departhent nmay adopt rules providing the
3211| standards of the actuarial opinion consistent with standards
3212| adopted by the Actuarial Standards Board on Decenber 31, 2002
3213| October—1—1991, and subsequent revisions thereto, provided that

3214| the standards renmain substantially consistent.

3215 5. In the case of an opinion required to be submtted by a
3216| foreign or alien conpany, the office departrent nay accept the
3217| opinion filed by that conpany with the insurance supervisory
3218| official of another state if the office departrent determ nes
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3219| that the opinion reasonably neets the requirenents applicable to
3220 a conpany domciled in this state.

3221 6. For the purposes of this subsection, "qualified

3222| actuary" nmeans a nenber in good standing of the Anerican Acadeny
3223 of Actuaries who also neets the requirenents specified by rule
3224| of the conm ssion departrent.

3225 7. Disciplinary action by the office departrent agai nst

3226| the conpany or the qualified actuary shall be in accordance with

3227| the insurance code and related rul es adopted by the conm ssion

3228| departrent.

3229 8. A nenorandumin the form and substance specified by

3230| rule shall be prepared to support each actuarial opinion.

3231 9. If the insurance conpany fails to provide a supporting
3232| nenorandum at the request of the office departrent- within a

3233| period specified by rule of the conmssion, or if the office
3234| departrent determ nes that the supporting nmenorandum provi ded by
3235| the insurance conpany fails to neet the standards prescribed by
3236| rule of the comm ssion, the office departrent nay engage a

3237 qualified actuary at the expense of the conpany to reviewthe

3238| opinion and the basis for the opinion and prepare such

3239| supporting nmenorandum as is required by the office departnent.
3240 10. Except as otherw se provided in this paragraph, any
3241| nmenorandum or other material in support of the opinionis

3242| confidential and exenpt fromthe provisions of s. 119.07(1);
3243| however, the nmenorandum or other material may be rel eased by the
3244| office department- with the witten consent of the conpany, or to
3245| the American Acadeny of Actuaries upon request stating that the

3246| nmenorandum or other material is required for the purpose of
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3247| professional disciplinary proceedings and setting forth

3248| procedures satisfactory to the office departnent for preserving
3249| the confidentiality of the nenorandum or other material. |If any
3250| portion of the confidential nenorandumis cited by the conpany
3251 inits marketing or is cited before any governnental agency
3252| other than a state insurance departnment or is rel eased by the
3253| conpany to the news nedia, no portion of the nenorandumis

3254 confidenti al.

3255 (b) In addition to the opinion required by subparagraph
3256| (a)l., the office departnent may, pursuant to conm ssion by

3257| rule, require an opinion of the sane qualified actuary as to

3258 whether the reserves and related actuarial itenms held in support
3259| of the policies and contracts specified by the conm ssion

3260| departwent by rule, when considered in light of the assets held
3261 by the conpany with respect to the reserves and rel ated

3262| actuarial itenms, including but not limted to the investnent
3263| earnings on the assets and considerations anticipated to be
3264| received and retained under the policies and contracts, nake
3265| adequate provision for the conpany's obligations under the
3266/ policies and contracts, including, but not [imted to, the
3267| benefits under, and expenses associated with, the policies and
3268| contracts.

3269 (c) The conmi ssion departwent- may provide by rule for a

3270| transition period for establishing any higher reserves which the

3271| qualified actuary nmay deem necessary in order to render the

3272| opinion required by this subsection.

3273 (4) M N MUM STANDARD FOR VALUATI ON OF POLI Cl ES AND

3274 CONTRACTS | SSUED BEFORE OPERATI VE DATE OF STANDARD NONFORFEI TURE
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3275 LAW --The m ni num standard for the valuation of all such

3276| policies and contracts issued prior to the operative date of s.
3277 627.476 (Standard Nonforfeiture Law) shall be any basis

3278| satisfactory to the office departnent. Any basis satisfactory to
3279 the forner Department of Insurance on the effective date of this

3280 code shall be deenmed to neet such m ni num st andards.

3281 (5 M N MUM STANDARD FOR VALUATI ON OF POLI CI ES AND

3282| CONTRACTS | SSUED ON OR AFTER OPERATI VE DATE OF STANDARD

3283 NONFORFEI TURE LAW -- Except as ot herw se provided in paragraph
3284 (h) and subsections (6), (11), and (14), the m nimum standard
3285| for the valuation of all such policies and contracts issued on
3286| or after the operative date of s. 627.476 (Standard

3287| Nonforfeiture Law for Life Insurance) shall be the

3288| comm ssioners' reserve valuation nethod defined in subsections
3289 (7), (11), and (14); 5 percent interest for group annuity and
3290| pure endowrent contracts and 3.5 percent interest for all other
3291| such policies and contracts, or in the case of life insurance
3292| policies and contracts, other than annuity and pure endowrent
3293| contracts, issued on or after July 1, 1973, 4 percent interest
3294| for such policies issued prior to Cctober 1, 1979, and 4.5

3295| percent interest for such policies issued on or after Cctober 1,
3296| 1979; and the follow ng tables:

3297 (c) For individual annuity and pure endowrent contracts,
3298| excluding any disability and accidental death benefits in such
3299| policies, the 1937 Standard Annuity Mortality Table or, at the
3300 option of the insurer, the Annuity Mortality Table for 1949,
3301 U timate, or any nodification of either of these tables approved

3302| by the office departrent.
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3303 (d) For group annuity and pure endowrent contracts,

3304| excluding any disability and accidental death benefits in such
3305| policies, the Goup Annuity Mrtality Table for 1951; any

3306/ nodification of such table approved by the office departnent;
3307 or, at the option of the insurer, any of the tables or

3308| nodi fications of tables specified for individual annuity and
3309| pure endownrent contracts.

3310 (g) For group life insurance, |ife insurance issued on the
3311| substandard basis, and ot her special benefits, such tables as
3312| may be approved by the office departnent as being sufficient
3313| with relation to the benefits provided by such policies.

3314 (h) Except as provided in subsection (6), the m ninum
3315| standard for the valuation of all individual annuity and pure
3316/ endowrent contracts issued on or after the operative date of
3317 this paragraph and for all annuities and pure endowrents

3318| purchased on or after such operative date under group annuity
3319| and pure endowrent contracts shall be the comm ssioners' reserve
3320| val uation nethod defined in subsection (7) and the foll ow ng
3321| tables and interest rates:

3322 1. For individual annuity and pure endownent contracts
3323| issued prior to Cctober 1, 1979, excluding any disability and
3324\ accidental death benefits in such contracts, the 1971 I ndi vi dual
3325 Annuity Mrtality Table, or any nodification of this table

3326/ approved by the office departnent, and 6 percent interest for
3327 single-premiuminmmediate annuity contracts and 4 percent

3328| interest for all other individual annuity and pure endownent
3329| contracts.
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3330 2. For individual single-prem uminmediate annuity

3331| contracts issued on or after October 1, 1979, and prior to

3332 Cctober 1, 1986, excluding any disability and accidental death
3333| benefits in such contracts, the 1971 Individual Annuity

3334| Mortality Table, or any nodification of this table approved by
3335| the office departnent, and 7.5 percent interest. For such

3336/ contracts issued on or after October 1, 1986, the 1983

3337| Individual Annual Mortality Table, or any nodification of such
3338| table approved by the office departwent, and the applicable
3339| cal endar year statutory valuation interest rate as described in
3340| subsection (6).

3341 3. For individual annuity and pure endowrent contracts
3342| issued on or after Cctober 1, 1979, and prior to October 1,

3343| 1986, other than single-prem uminmediate annuity contracts,
3344| excluding any disability and accidental death benefits in such
3345| contracts, the 1971 Individual Annuity Mrtality Table, or any
3346| nodification of this table approved by the office departnent,
3347| and 5.5 percent interest for single-prem umdeferred annuity and
3348| pure endownent contracts and 4.5 percent interest for all other
3349| such individual annuity and pure endowrent contracts. For such
3350 contracts issued on or after October 1, 1986, the 1983

3351| |Individual Annual Mrtality Table, or any nodification of such
3352| table approved by the office departnent, and the applicable
3353| cal endar year statutory valuation interest rate as described in
3354| subsection (6).

3355 4. For all annuities and pure endownents purchased prior
3356 to October 1, 1979, under group annuity and pure endownent

3357| contracts, excluding any disability and acci dental death
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3358| benefits purchased under such contracts, the 1971 G oup Annuity
3359 Mortality Table, or any nodification of this table approved by
3360 the office departnent, and 6 percent interest.

3361 5. For all annuities and pure endowrents purchased on or
3362| after October 1, 1979, and prior to Cctober 1, 1986, under group
3363| annuity and pure endowrent contracts, excluding any disability
3364| and acci dental death benefits purchased under such contracts,
3365| the 1971 Goup Annuity Mortality Table, or any nodification of
3366/ this table approved by the office departwent, and 7.5 percent
3367| interest. For such contracts purchased on or after QOctober 1,
3368 1986, the 1983 Group Annuity Mrtality Table, or any

3369| nodification of such table approved by the office departrent,
3370 and the applicable cal endar year statutory val uation interest
3371 rate as described in subsection (6).

3372
3373
3374 After July 1, 1973, any insurer nmay have filed #+e with the

3375| fornmer Departnment of lInsurance a witten notice of its election

3376| to conply with the provisions of this paragraph after a

3377| specified date before January 1, 1979, which shall be the

3378| operative date of this paragraph for such insurer. However, an
3379| insurer may elect a different operative date for individual

3380| annuity and pure endowrent contracts fromthat elected for group
3381 annuity and pure endowrent contracts. |[|f an insurer nmakes no
3382| such election, the operative date of this paragraph for such
3383| insurer shall be January 1, 1979.

3384 (1) Inlieu of the nortality tables specified in this

3385| subsection, and subject to rules previously adopted by the
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3386| fornmer Department of |nsurance, the insurance conpany nay, at
3387 its option:

3388 1. Substitute the applicable 1958 CSO or CET Snoker and
3389| Nonsnoker Mortality Tables, in lieu of the 1980 CSO or CET
3390| nortality table standard, for policies issued on or after the
3391| operative date of s. 627.476(9) and before January 1, 1989.
3392 2. Substitute the applicable 1980 CSO or CET Snoker and
3393 Nonsnoker Mrtality Tables in lieu of the 1980 CSO or CET
3394 nortality table standard,

3395 3. Use the Annuity 2000 Mortality Table for determ ning

3396 the m ni mum st andard of valuation for individual annuity and

3397| pure endownent contracts issued on or after January 1, 1998, and
3398| before July 1, 1998 the—operative—date—-ofthis—sectionuntit—the
3399 j j
3400
3401
3402 4. Use the 1994 GAR Table for determ ning the m ninmum

3403| standard of valuation for annuities and pure endownents

3404| purchased on or after January 1, 1998, and before July 1, 1998,
3405| the—operative—dateofthis—seetion under group annuity and pure
3406| endowrent contracts uptit—the—-departent—on—a—date—certainthat
3407| i{s—en—or—afterJanuvary—1—1998—adopts—byrulethattablefor

2408| d o I o e f | . .
3409 (j) The comm ssion departwent may adopt by rul e the nodel

3410| regqulation for valuation of life insurance policies as approved

3411| by the National Association of |Insurance Conm ssioners in March

3412| 1999, including tables of select nortality factors, and may nake
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3413| the regulation effective for policies issued on or after January
3414 1, 2000.

3415 (6) M N MUM STANDARD OF VALUATI ON. - -

3416 (e) The interest rate index shall be the Mody's Corporate
3417 Bond Yield Average-Mnthly Average Corporates as published by

3418 Mbody's Investors Service, Inc., as long as this index is

3419| cal cul ated by using substantially the sanme net hodol ogy as used
3420 by it on January 1, 1981. |If Moody's corporate bond yield

3421| average ceases to be calculated in this manner, the interest
3422| rate index shall be the index approved by rul e pronul gated by
3423| the conm ssion departrent. The net hodol ogy used in determning

3424 the index approved by rule shall be substantially the same as

3425| the nethodol ogy enpl oyed on January 1, 1981, for determ ning
3426/ Mbody's Corporate Bond Yield Average- Monthly Average Cor porates
3427\ as published by Moody's Investors Services, Inc.

3428 (10) LOWER VALUATI ONS. -- An insurer which at any tinme had
3429| adopted any standard of val uati on produci ng greater aggregate
3430| reserves than those cal cul ated according to the m ni num standard
3431| herein provided may, with the approval of the office departrent,
3432| adopt any | ower standard of valuation, but not |ower than the
3433| m ni mum herei n provided; however, for the purposes of this

3434| subsection, the holding of additional reserves previously

3435| determ ned by a qualified actuary to be necessary to render the
3436| opinion required by subsection (3) shall not be deened to be the
3437| adoption of a higher standard of val uation.

3438 (12) ALTERNATE METHOD FOR DETERM NI NG RESERVES | N CERTAI N
3439 CASES.--In the case of any plan of life insurance which provides

3440 for future prem umdeterm nation, the amounts of which are to be
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3441| determ ned by the insurer based on then estimtes of future
3442| experience, or in the case of any plan of life insurance or

3443| annuity which is of such a nature that the m nimum reserves
3444 cannot be determ ned by the nethods described in subsection (7),
3445 the reserves which are held under any such plan shall:

3446 (b) Be conputed by a nethod which is consistent with the
3447\ principles of this section, as determ ned by rul es pronul gated
3448| by the conmmi ssion departrent.

3449 (14) M N MUM STANDARDS FOR HEALTH PLANS. - - The conmi ssi on
3450| departrent shall adopt a rule containing the m ninmum standards

3451| applicable to the valuation of health plans in accordance with

3452 sound actuarial principles.

3453 Section 37. Subsections (1), (2), and (4) of section
3454| 625.151, Florida Statutes, are anended to read:

3455 625. 151 Val uation of other securities.--

3456 (1) Securities, other than those referred to in s.

3457| 625.141, held by an insurer shall be valued, in the discretion
3458| of the office departrent, at their nmarket value, or at their
3459| appraised value, or at prices determned by it as representing
3460 their fair market val ue.

3461 (2) Preferred or guaranteed stocks or shares whil e paying
3462| full dividends may be carried at a fixed value in |lieu of market
3463| value, at the discretion of the office departwent and in

3464| accordance with such nethod of valuation as it may approve.

3465 (4) No valuations under this section shall be inconsistent
3466 with any applicable valuation or nethod contained in the |atest
3467| edition of the publication "Valuation of Securities" published

3468| by the National Association of Insurance Conm ssioners or its
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3469| successor organization; provided that such val uati on met hodol ogy
3470 is substantially simlar to the nethodol ogy used by the Nati onal
3471| Association of Insurance Conm ssioners inits July 1, 2002, 1988

3472| edition of such publication.

3473 Section 38. Section 625.317, Florida Statutes, is anended
3474 to read:
3475 625. 317 Corporate bonds and debentures.--An insurer may

3476| invest in bonds, notes, or other interest-bearing or interest-
3477| accruing obligations of any sol vent corporation organi zed under
3478 the laws of the United States or Canada or under the |laws of any
3479| state, the District of Colunbia, any territory or possession of
3480 the United States, or any Province of Canada or in bonds or

3481| notes issued by the Ctizens Property Insurance Corporation as
3482| authorized by s. 627.351(6) H-erida\W-ndstorm-Underwiting

3484
3485
3486
3487
3488 Section 39. Subsection (4) of section 625.325, Florida

3489| Statutes, is amended to read:

3490 625. 325 |Investnents in subsidiaries and rel ated

3491| corporations.--

3492 (4) DEBT OBLI GATI ONS. - -Debt obligations, other than
3493| nortgage | oans, made under the authority of this section nust
3494| neet anortization requirenents in accordance with the | atest
3495| edition of the publication "Valuation of Securities"” by the

3496 National Associ ation of |nsurance Conmnm ssioners or its successor
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3497| organi zation; provided that such anortization methodol ogy is
3498| substantially simlar to the nethodol ogy used by the National
3499| Association of Insurance Conm ssioners in its July 1, 2002, 1988

3500| edition of such publication.

3501 Section 40. Subsections (6) and (11) of section 626.015,
3502| Florida Statutes, are anended, and present subsections (7)-(19)
3503| of said section are renunbered as subsections (6)-(18),

3504| respectively, to read:

3505 626. 015 Definitions.--As used in this part:
3506 - -
3507 (10) (31 "License" neans a docunent issued by the

3508| department or office authorizing a person to be appointed to
3509| transact insurance or adjust clainms for the kind, line, or class

35101 of insurance identified in the docunent.

3511 Section 41. Section 626.016, Florida Statutes, is created
3512 to read:

3513 626. 016 Powers and duties of departnent, comm ssion, and

3514 office. --

3515 (1) The powers and duties of the Chief Financial Oficer

3516 and the departnent specified in this chapter apply only with

3517| respect to insurance agents, nanagi ng general agents,

3518| reinsurance internediaries, viatical settlenent brokers,

3519| custoner representatives, service representatives, agencies, and

3520 unlicensed persons subject to the regulatory jurisdiction of the
3521| departnent.

3522 (2) The powers and duties of the conm ssion and office

3523| specified in this chapter apply only with respect to insurance

3524| adjusters, service conpanies, adninistrators, viatical
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3525| settlenment providers and contracts, and unlicensed persons

3526| subject to the reqgulatory jurisdiction of the conm ssion and
3527| office.

3528 (3) The departnment has jurisdiction to enforce provisions

3529 of this chapter with respect to persons who engage inh actions

3530 for which a license issued by the departnment is legally

3531| required. The office has jurisdiction to enforce provisions of

3532 this chapter with respect to persons who engage in actions for

3533 which a license or certificate of authority issued by the office

3534 is legally required. For persons who violate a provision of this

3535/ chapter for whoma |icense or certificate of authority issued by

3536| either the departnment or office is not required, either the

3537| departnment or office may take admi nistrative action agai nst such

3538| person as authorized by this chapter, pursuant to agreenent

3539| between the office and departnent.

3540 (4) Nothing in this sectionis intended to lint the

3541| authority of the departnent and the Division of |nsurance Fraud,
3542| as specifiedins. 626.989.

3543 Section 42. Subsection (16) of section 626.025, Florida
3544 Statutes, is anmended to read:

3545 626. 025 Consuner protections.--To transact insurance,

3546/ agents shall conply with consuner protection |aws, including the
3547| follow ng, as applicable:

3548 (16) Any other licensing requirenent, restriction, or

3549| prohibition designated a consuner protection by the Chief

3550 Financial Oficer lasuranceComm-ssioner, but not inconsistent
3551 with the requirenents of Subtitle C of the G ammLeach-Blil ey
3552 Act, 15 U S.C. A ss. 6751 et seq.
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3553 Section 43. Paragraph (a) of subsection (1) of section
3554 626.112, Florida Statutes, is anmended to read:
3555 626. 112 License and appoi ntnment required; agents, custoner

3556| representatives, adjusters, insurance agencies, service

3557| representatives, nanagi ng general agents.--

3558 (1)(a) No person may be, act as, or advertise or hold
3559 hinself or herself out to be an insurance agent, or custoner
3560| representative—or—adiuster unless he or she is currently
3561| licensed by the departnent and appoi nted by one or nore

3562| insurers. No person nay be, act as, or advertise or hold hinself

3563| or herself out to be an insurance adjuster unless he or she is

3564 currently licensed by the office and appoi nted by one or nore

3565 insurers.
3566
3567 However, an enpl oyee | easing conpany |icensed pursuant to

3568| chapter 468 which is seeking to enter into a contract with an
3569| enployer that identifies products and services offered to

3570 enpl oyees may deliver proposals for the purchase of enployee
3571| leasing services to prospective clients of the enpl oyee | easing
3572| conpany setting forth the terns and conditions of doing

3573| business; classify enployees as permtted by s. 468.529; collect
3574 information from prospective clients and other sources as

3575| necessary to performdue diligence on the prospective client and
3576/ to prepare a proposal for services; provide and receive

3577 enrollnment formnms, plans, and other docunents; and di scuss or
3578| explain in general terns the conditions, limtations, options,
3579| or exclusions of insurance benefit plans available to the client

3580| or enployees of the enpl oyee | easing conpany were the client to
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3581| contract with the enpl oyee | easing conpany. Any adverti sing

3582 materials or other docunents describing specific insurance

3583| coverages nust identify and be froma |licensed insurer or its
3584| Ilicensed agent or a |licensed and appoi nted agent enpl oyed by the
3585| enpl oyee | easi ng conmpany. The enpl oyee | easi ng conpany may not
3586| advise or informthe prospective business client or individual
3587| enpl oyees of specific coverage provisions, exclusions, or

3588 limtations of particular plans. As to clients for which the
3589| enpl oyee | easing conpany is providing services pursuant to s.
3590 468.525(4), the enployee | easing conpany nmay engage in

3591| activities permtted by ss. 626. 7315, 626.7845, and 626. 8305,
3592| subject to the restrictions specified in those sections. If a
3593| prospective client requests nore specific information concerning
3594| the insurance provided by the enpl oyee | easing conpany, the

3595| enpl oyee | easing conpany nust refer the prospective business
3596| client to the insurer or its licensed agent or to a |icensed and

3597| appoi nted agent enpl oyed by the enpl oyee | easi ng conpany.

3598 Section 44. Section 626.161, Florida Statutes, is anmended
3599 to read:
3600 626. 161 Licensing forns. --The departnent shall prescribe

3601 and furnish all printed forns required in connection with the
3602| application for issuance of and termnation of all |icenses and

3603| appointnments, except that, with respect to adjusters, the

3604 comm ssion shall prescribe and the office shall furnish such
3605| forns.

3606 Section 45. Subsections (1), (2), and (5) of section
3607 626.171, Florida Statutes, are anended to read:
3608 626.171 Application for license.--
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3609 (1) The department or office shall not issue a license as
3610 agent, custoner representative, adjuster, insurance agency,
3611| service representative, managi ng general agent, or reinsurance
3612| internediary to any person except upon witten application

3613| therefor filed with it, qualification therefor, and paynent in
3614| advance of all applicable fees. Any such application shall be
3615 made under the oath of the applicant and be signed by the

3616| applicant. Begi nni ng Novenber 1, 2002, the departnent shall
3617| accept the uniformapplication for nonresident agent |icensing.
3618 The departnment nay adopt revised versions of the uniform

3619| application by rule.

3620 (2) In the application, the applicant shall set forth:
3621 (a) His or her full nane, age, social security nunber,
3622| residence, and place of business.

3623 (b) Proof that he or she has conpleted or is in the

3624| process of conpleting any required prelicensing course.

3625 (c) Wether he or she has been refused or has voluntarily
3626| surrendered or has had suspended or revoked a license to solicit
3627| insurance by the departnent or by the supervising officials of
3628 any state.

3629 (d) Whether any insurer or any managi ng general agent
3630 clains the applicant is indebted under any agency contract or
3631 otherwise and, if so, the name of the claimant, the nature of
3632 the claim and the applicant's defense thereto, if any.

3633 (e) Proof that the applicant neets the requirenents for
3634| the type of license for which he or she is applying.

3635 (f) Such other or additional information as the departnent

3636| or office may deem proper to enable it to determ ne the
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3637| character, experience, ability, and other qualifications of the
3638| applicant to hold hinself or herself out to the public as an
3639| insurance representative.

3640 (5 An application for a |icense as an agent, custoner
3641| representative, adjuster, insurance agency, Sservice

3642| representative, managi ng general agent, or reinsurance

3643| intermediary nust be acconpanied by a set of the individual

3644| applicant's fingerprints, or, if the applicant is not an

3645| individual, by a set of the fingerprints of the sole proprietor,
3646 mmjority owner, partners, officers, and directors, on a form

3647| adopted by rule of the department or conm ssion and acconpani ed

3648| by the fingerprint processing fee set forth in s. 624.501. The

3649| fingerprints shall be certified by a | aw enforcenent officer.

3650 Secti on 46. Section 626.181, Florida Statutes, is anended
3651 to read:
3652 626. 181 Nunber of applications for licensure

3653| required.--After a |license as agent, custoner representative, or
3654| adjuster has been issued to an individual, the same individual
3655| shall not be required to take another exam nation for a simlar
3656| |icense, regardless, in the case of an agent, of the nunber of

3657| insurers to be represented by himor her as agent, unless:

3658 (1) Specifically ordered by the departnent or office to
3659| conplete a new application for license; or

3660 (2) During any period of 48 nonths since the filing of the
3661| original license application, such individual was not appointed

3662| as an agent, custoner representative, or adjuster, unless the
3663 failure to be so appointed was due to mlitary service, in which

3664 event the period within which a new application is not required
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3665 may, in the discretion of the departnent or office, be extended
3666 to 12 nonths follow ng the date of discharge frommlitary

3667| service if the mlitary service does not exceed 3 years, but in
3668 no event to extend under this clause for a period of nore than 6
3669 years fromthe date of filing of the original application for
3670 |icense.

3671 Section 47. Section 626.191, Florida Statutes, is anended
3672 to read:
3673 626. 191 Repeated applications.--The failure of an

3674| applicant to secure a license upon an application shall not
3675| preclude himor her from applying again as many tines as

3676 desired, but the department or office shall not give

3677| consideration to or accept any further application by the sane
3678 individual for a simlar |icense dated or filed within 30 days
3679| subsequent to the date the department or office denied the | ast
3680| application, except as provided in s. 626.281.

3681 Section 48. Section 626.201, Florida Statutes, is anended
3682| to read:
3683 626. 201 Investigation.--The departnent or office may

3684| propound any reasonable interrogatories in addition to those
3685| contained in the application, to any applicant for |icense or
3686| appoi ntnent, or on any renewal, reinstatenent, or continuation
3687| thereof, relating to his or her qualifications, residence,

3688| prospective place of business, and any other matter which, in
3689| the opinion of the department or office, is deened necessary or
3690| advisable for the protection of the public and to ascertain the
3691| applicant's qualifications. The departnent or office may, upon

3692| conpletion of the application, make such further investigation
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3693 as it may deem advi sable of the applicant's character,

3694| experience, background, and fitness for the |license or
3695| appointnment. Such an inquiry or investigation shall be in
3696/ addition to any exam nation required to be taken by the

3697| applicant as hereinafter in this chapter provided.

3698 Section 49. Section 626.202, Florida Statutes, is anmended
3699 to read:
3700 626. 202 Fingerprinting requirenents.--If there is a change

3701 in ownership or control of any entity |licensed under this

3702 chapter, or if a new partner, officer, or director is enployed
3703| or appointed, a set of fingerprints of the new owner, partner,
3704| officer, or director nust be filed with the departnent or office
3705/ within 30 days after the change. The acquisition of 10 percent
3706/ or nore of the voting securities of a licensed entity is

3707 considered a change of ownership or control. The fingerprints
3708 rmnust be certified by a | aw enforcenent officer and be

3709| acconpani ed by the fingerprint processing fee in s. 624.501.

3710 Section 50. Section 626.211, Florida Statutes, is anmended
3711 to read:

3712 626. 211 Approval, disapproval of application.--

3713 (1) If upon the basis of a conpleted application for

3714 license and such further inquiry or investigation as the

3715| department or office may make concerning an applicant the

3716| departnent or office is satisfied that, subject to any

3717 exam nation required to be taken and passed by the applicant for
3718 a license, the applicant is qualified for the |license applied
3719| for and that all pertinent fees have been paid, it shall approve

3720 the application. The departnment or office shall not deny,
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3721| delay, or w thhold approval of an application due to the fact
3722 that it has not received a crimnal history report based on the
3723| applicant's fingerprints.

3724 (2) Upon approval of an applicant for |icense as agent,
3725| customer representative, or adjuster who is subject to witten
3726| exam nation, the departnent or office shall notify the applicant
3727| when and where he or she may take the required exam nation.

3728 (3) Upon approval of an applicant for |icense who is not
3729| subject to exam nation, the departnent or office shall pronptly
3730 issue the license.

3731 (4) If upon the basis of the conpl eted application and
3732 such further inquiry or investigation the departnment or office
3733| deens the applicant to be lacking in any one or nore of the

3734| required qualifications for the license applied for, the

3735 departnent or office shall disapprove the application and notify
3736| the applicant, stating the grounds of disapproval.

3737 Section 51. Section 626.221, Florida Statutes, is anended
3738/ to read:

3739 626. 221 Exam nation requirenent; exenptions. --

3740 (1) The departnent or office shall not issue any |icense

3741| as agent, custoner representative, or adjuster to any individual
3742 who has not qualified for, taken, and passed to the satisfaction
3743| of the departnment or office a witten exam nation of the scope
3744| prescribed in s. 626.241.

3745 (2) However, no such exam nation shall be necessary in any
3746| of the follow ng cases:

3747 (a) An applicant for renewal of appointnent as an agent,

3748| custoner representative, or adjuster, unless the departnent or
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3749| office determ nes that an exanmi nation is necessary to establish
3750 the conpetence or trustworthiness of such applicant.

3751 (b) An applicant for limted |license as agent for personal
3752| accident insurance, baggage and notor vehicle excess liability
3753| insurance, credit life or disability insurance, credit

3754| insurance, credit property insurance, in-transit and storage
3755| personal property insurance, or comrunications equi pnent

3756| property insurance or communi cation equi prment inland marine
3757| insurance.

3758 (c) In the discretion of the departnent or office, an
3759| applicant for reinstatenment of |icense or appointnment as an
3760| agent, customer representative, or adjuster whose |icense has
3761| been suspended within 2 years prior to the date of application
3762 or witten request for reinstatenent.

3763 (d) An applicant who, within 2 years prior to application
3764 for license and appoi ntnent as an agent, custoner

3765| representative, or adjuster, was a full-tinme salaried enployee
3766| of the departnent or office and had continuously been such an
3767| enpl oyee with responsible insurance duties for not less than 2
3768 years and who had been a licensee within 2 years prior to

3769| enpl oynent by the departnment or office with the sane class of
3770 license as that being applied for.

3771 (e) An individual who qualified as a managi ng gener al

3772| agent, service representative, custoner representative, or all-
3773| lines adjuster by passing a general |ines agent's exam nation
3774 and subsequently was |icensed and appoi nted and has been

3775| actively engaged in all lines of property and casualty insurance

3776 may, upon filing an application for appointnent, be |icensed and
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3777 appointed as a general l|ines agent for the sane kinds of

3778| business w thout taking another exam nation if he or she hol ds
3779 any such currently effective license referred to in this

3780| paragraph or held the license within 24 nonths prior to the date
3781 of filing the application with the departnent.

3782 (f) A person who has been |icensed and appoi nted by—the
3783| departrent as a public adjuster or independent adjuster, or
3784| licensed and appointed either as an agent or conpany adjuster as

3785| to all property, casualty, and surety insurances, my be

3786| licensed and appoi nted as a conpany adjuster as to any of such
3787| insurances, or as an independent adjuster or public adjuster,
3788 wi thout additional witten exam nation if an application for
3789| appointnment is filed with the office departrent within 24 nont hs
3790 following the date of cancellation or expiration of the prior
3791| appoi nt nment .

3792 (g) A person who has been |icensed by—the—departrent as an
3793| adjuster for notor vehicle, property and casualty, workers'

3794| conpensation, and health insurance may be |icensed as such an
3795| adjuster without additional witten examnation if his or her
3796 application for appointnent is filed with the office departrent
3797 within 24 nonths after cancellation or expiration of the prior
3798| |icense.

3799 (h) An applicant for tenporary |icense, except as provided
3800 in this code.
3801 (1) An applicant for alife or health |license who has

3802| received the designation of chartered Iife underwiter (CLU)
3803 fromthe Anerican College of Life Underwiters and who has been

3804| engaged in the insurance business within the past 4 years,
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3805| except that such an individual may be exam ned on pertinent

3806| provisions of this code.

3807 (j) An applicant for license as a general |ines agent,
3808| custonmer representative, or adjuster who has received the

3809| designation of chartered property and casualty underwiter

3810 (CPCU) fromthe Anerican Institute for Property and Liability
3811 Underwiters and who has been engaged in the insurance business
3812| within the past 4 years, except that such an individual nay be
3813| exam ned on pertinent provisions of this code.

3814 (k) An applicant for license as a custoner representative
3815 who has the designation of Accredited Advisor in Insurance (AAl)
3816 fromthe Insurance Institute of Anmerica, the designation of

3817| Certified Insurance Counselor (CIC) fromthe Society of

3818| Certified Insurance Service Counselors, the designation of

3819| Accredited Custoner Service Representative (ACSR) fromthe

3820| | ndependent |nsurance Agents of Anerica, the designation of

3821| Certified Professional Service Representative (CPSR) fromthe
3822| National Association of Professional |Insurance Agents, the

3823| designation of Certified Insurance Service Representative (Cl SR)
3824 fromthe Society of Certified Insurance Service Representatives.
3825| Also, an applicant for license as a custonmer representative who
3826 has the designation of Certified Customer Service Representative
3827| (CCSR) fromthe Florida Association of |Insurance Agents, or the
3828| designation of Registered Custonmer Service Representative (RCSR)
3829 froma regionally accredited postsecondary institution in this
3830| state, or the designation of Professional Custoner Service

3831 Representative (PCSR) fromthe Professional Career Institute,

3832| whose curricul um has been approved by the departnent and whose
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3833| curriculumincludes conprehensive anal ysis of basic property and
3834| casualty lines of insurance and testing at |east equal to that
3835| of standard departnent testing for the custoner representative
3836| |icense. The departnent shall adopt rules establishing standards
3837| for the approval of curriculum

3838 (1) An applicant for license as an adjuster who has the
3839 designation of Accredited O ains Adjuster (ACA) froma

3840| regionally accredited postsecondary institution in this state,
3841| or the designation of Professional Cains Adjuster(PCA) fromthe
3842 Professional Career Institute, whose curricul um has been

3843| approved by the office departrent and whose curricul umincl udes
3844| conprehensive anal ysis of basic property and casualty |ines of
3845| insurance and testing at |east equal to that of standard office
3846| departwent testing for the all-lines adjuster |icense. The

3847| conmm ssi on departhent shall adopt rul es establishing standards

3848| for the approval of curriculum

3849 (m An applicant qualifying for a |license transfer under
3850 s. 626.292, if the applicant:
3851 1. Has successfully conpleted the prelicensing exam nation

3852| requirenments in the applicant's previous state which are

3853| substantially equivalent to the exam nation requirenments in this
3854| state, as determ ned by the departnent Hasurance—-Comm-ssi-oner—of
3855 this-state;

3856 2. Has received the designation of chartered property and
3857| casualty underwiter (CPCU fromthe American Institute for

3858| Property and Liability Underwiters and has been engaged in the
3859| insurance business within the past 4 years if applying to

3860 transfer a general |ines agent |icense; or
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3861 3. Has received the designation of chartered life

3862 underwiter (CLU) fromthe Anerican College of Life Underwiters
3863| and has been engaged in the insurance business within the past 4
3864| vyears, if applying to transfer a life or health agent |icense.
3865 (n) An applicant for a nonresident agent license, if the
3866| applicant:

3867 1. Has successfully conpleted prelicensing exam nation
3868 requirenments in the applicant's honme state which are

3869| substantially equivalent to the exam nation requirenents in this
3870| state, as determ ned by the departnent hasuranceComm-ssioner—of
3871| this—state, as a requirenent for obtaining a resident license in

3872 his or her home state;

3873 2. Held a general lines agent license, |ife agent |icense,
3874| or health agent |license prior to the tine a witten exam nation
3875| was required;

3876 3. Has received the designation of chartered property and
3877| casualty underwiter (CPCU) fromthe Anmerican Institute for

3878| Property and Liability Underwiters and has been engaged in the
3879| insurance business within the past 4 years, if an applicant for
3880 a nonresident |license as a general |ines agent; or

3881 4. Has received the designation of chartered life

3882| underwriter (CLU fromthe Anerican College of Life Underwiters
3883| and has been in the insurance business within the past 4 years,
3884 if an applicant for a nonresident license as a |life agent or
3885 health agent.

3886 (3) An individual who is already |licensed as a custoner
3887| representative shall not be Iicensed as a general |ines agent

3888| without application and exam nation for such |icense.
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3889 Section 52. Section 626.231, Florida Statutes, is anmended
3890| to read:
3891 626.231 Eligibility for exam nation.--No person shall be

3892 permtted to take an exam nation for license until his or her
3893| application for the |icense has been approved and the required
3894| fees have been received by the departnent or office or a person
3895| designated by the departnent or office to adm nister the

3896 exam nation.

3897 Section 53. Subsection (1) of section 626.241, Florida
3898 Statutes, is anmended to read:

3899 626. 241 Scope of exam nation. --

3900 (1) Each exam nation for a |license as agent, custoner

3901| representative, or adjuster shall be of such scope as is deened
3902| by the departnment or office to be reasonably necessary to test
3903| the applicant's ability and conpetence and know edge of the
3904 kinds of insurance and transactions to be handl ed under the
3905| license applied for, of the duties and responsibilities of such
3906 a licensee, and of the pertinent provisions of the aws of this
3907| state.

3908 Section 54. Section 626.251, Florida Statutes, is anended
3909 to read:

3910 626. 251 Time and place of exam nation; notice. --

3911 (1) The departnent or office or a person designated by the

3912| departnent or office shall mail witten notice of the tine and
3913| place of the exam nation to each applicant for |icense required
3914| to take an exam nation who will be eligible to take the

3915| exam nation as of the exam nation date. The notice shall be so

3916| nmmil ed, postage prepaid, and addressed to the applicant at his

Page 141 of 756
CODING: Words stricken are deletions; words underlined are additions.



F L ORI DA H O U S E O F R EPRESENTATI V E S

O

HB 1337 2003
CS

3917| or her address shown on the application for |license or at such
3918| ot her address as requested by the applicant in witing filed
3919| with the departnent or office prior to the mailing of the

3920 notice. Notice shall be deened gi ven when so nail ed.

3921 (2) The exam nation shall be held in an adequate and

3922| designated exam nation center in this state.

3923 (3) The departnment or office shall make an exam nation
3924| available to the applicant, to be taken as soon as reasonably
3925| possible after the applicant is eligible therefor. Any

3926 exam nation required under this part shall be available in this

3927| state at a designated exam nation center.

3928 Section 55. Section 626.261, Florida Statutes, is anended
3929 to read:

3930 626. 261 Conduct of exam nation. --

3931 (1) The applicant for license shall appear in person and

3932| personally take the exam nation for license at the tinme and
3933| place specified by the departnent or office or by a person
3934| designated by the departnent or office.

3935 (2) The exam nation shall be conducted by an enpl oyee of
3936/ the departnment or office or a person designated by the

3937| department or office for that purpose.

3938 (3) The questions propounded shall be as prepared by the
3939| department or office, or by a person designated by the

3940| departnent or office for that purpose, consistent with the
3941| applicable provisions of this code.

3942 (4) Al exam nations shall be given and graded in a fair
3943| and inpartial manner and wi thout unfair discrimnation in favor

3944| of or against any particular applicant.
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3945 Section 56. Section 626.266, Florida Statutes, is anmended
3946| to read:
3947 626. 266 Printing of exam nations or related materials to

3948| preserve exani nation security.--A contract let for the

3949 devel opnent, adm nistration, or grading of exam nations or

3950 related nmaterials by the departnment or office ef—Jtnsurance

3951| pursuant to the various agent, custoner representative,

3952| solicitor, or adjuster licensing and exam nation provisions of
3953| this code may include the printing or furnishing of these

3954| exam nations or related materials in order to preserve security.
3955| Any such contract shall be let as a contract for a contractual

3956| service pursuant to s. 287.057.

3957 Section 57. Subsection (1) of section 626.271, Florida
3958| Statutes, is anended to read:

3959 626. 271 Exam nation fee; determ nation, refund.--

3960 (1) Prior to being permtted to take an exam nation, each

3961| applicant who is subject to exam nation shall pay to the

3962| departnment or office or a person designated by the departnent or
3963| office an exam nation fee. A separate and additi onal

3964| exam nation fee shall be payable for each separate cl ass of

3965| license applied for, notwithstanding that all such exam nations

3966| are taken on the sane date and at the sane pl ace.

3967 Section 58. Section 626.281, Florida Statutes, is anmended
3968| to read:

3969 626. 281 Reexam nati on. --

3970 (1) Any applicant for |Iicense who has either:

3971 (a) Taken an exam nation and failed to nake a passing

3972| grade, or
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3973 (b) Failed to appear for the exam nation or to take or
3974| conplete the examnation at the tine and place specified in the
3975| notice of the departnment or office,

3976
3977
3978 may take additional exam nations, after filing with the

3979| department or office an application for reexam nation together
3980 with applicable fees. The failure of an applicant to pass an
3981 examnation or the failure to appear for the exam nation or to
3982| take or conplete the exam nation does not preclude the applicant
3983| from taki ng subsequent exam nati ons.

3984 (2) The departnment or office may require any individual
3985| whose |icense as an agent, custoner representative, or adjuster
3986/ has expired or has been suspended to pass an exam nation prior
3987| to reinstating or relicensing the individual as to any class of
3988| license. The exam nation fee shall be paid as to each

3989 exam nation.

3990 Section 59. Subsections (5) and (6) of section 626.2815,
3991 Florida Statutes, are anended to read:

3992 626. 2815 Conti nui ng education required; application;

3993| exceptions; requirements; penalties.--

3994 (5) The departnment ef—tnsurance shall refuse to renew the
3995| appoi ntnent of any agent who has not had his or her continuing
3996| education requirenents certified unless the agent has been

3997| granted an extension by the departnment. The departnent may not
3998| issue a new appointnment of the same or simlar type, with any

3999| insurer, to an agent who was denied a renewal appointnent for
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4000| failure to conplete continuing education as required until the
4001| agent conpletes his or her continuing education requirenent.
4002 (6)(a) There is created an 11-menber continuing education
4003 advi sory board to be appointed by the Chief Financial Oficer
4004| HhAsurance—Conm-ssioher—and—Treasurer. Appoi ntnents shall be for

4005| terms of 4 years. The purpose of the board is to advise the

4006| department in determ ning standards by which courses may be

4007| eval uated and categorized as basic, internediate, or advanced.

4008| The board shall establish such criteria and the departnent shall
4009| irplenent—such—eriteria—by Jandary—1,—1997- The board shal

4010 submit recommendations to the departnment of changes needed in
4011f such criteria not less frequently than every 2 years thereafter.
4012| The departnent shall require all approved course providers to
4013 submt courses for approval to the departnent using the

4014 criteria. Al materials, brochures, and advertisenments rel ated
4015| to the approved courses nust specify the |level assigned to the
4016| course.

4017 (b) The board nenbers shall be appointed as foll ows:

4018 1. Seven nenbers representing agents of which at | east one
4019 nust be a representative fromeach of the foll ow ng

4020| organi zations: the Florida Association of Insurance Agents; the
4021| Florida Association of Life Underwiters; the Professiona

4022| Insurance Agents of Florida, Inc.; the Florida Association of
4023 Health Underwiters; the Specialty Agents' Association; the

4024| Latin Anerican Agents' Association; and the National Association
4025| of I nsurance Wonen. Such board nenbers nmust possess at |east a
4026( bachelor's degree or higher froman accredited coll ege or

4027| university with major coursework in insurance, risk managenent,
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4028| or education or possess the designation of CLU CPCU CHFC, CFP
4029 AAl, or CIC. In addition, each nmenber nust possess 5 years of

4030| classroominstruction experience or 5 years of experience in the
4031| devel opnment or design of educational prograns or 10 years of
4032| experience as a licensed resident agent. Each organi zation may
4033| submt to the departnment a list of recommendati ons for

4034| appointnent. |f one organizati on does not submt a |list of

4035 recommrendations, the Chief Financial Oficer lhasurance

4036 GCeomm-sstoner may sel ect nore than one recommended person froma

4037| list submitted by other eligible organizations.

4038 2. Two nenbers representing insurance conpani es at | east
4039 one of whom nust represent a Florida Donestic Conpany and one of
4040, whom nust represent the Florida Insurance Council. Such board
4041 nenbers nmust be enployed within the training departnent of the
4042 insurance conpany. At |east one such nmenber nust be a nenber of
4043| the Society of Insurance Trainers and Educators.

4044 3. One nenber representing the general public who is not
4045| directly enployed in the insurance industry. Such board nenber
4046/ nust possess a mninmum of a bachelor's degree or higher froman
4047| accredited college or university with major coursework in

4048| insurance, risk managenent, training, or education.

4049 4. One nenber, appointed by the Chief Financial Oficer
4050| HnAsurance—Comm-ssi-oner, wWho represents the departnent.
4051 (c) The nenbers of the board shall serve at the pleasure

4052| of the Chief Financial Oficer lhAsurance Conmissioner—and
4053| Freasurer. Each board nenber shall be entitled to rei nbursenment
4054 for expenses pursuant to s. 112.061. The board shall designate

4055| one nmenber as chair. The board shall neet at the call of the
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4056| chair or the Chief Financial Oficer hlasurance Comm-ssioner—and
4057 Freasurer.

4058 Section 60. Section 626.2817, Florida Statutes, is anended
4059 to read:
4060 626. 2817 Regul ati on of course providers, instructors,

4061| school officials, and nonitor groups involved in prelicensure
4062| education for insurance agents and other |icensees.--

4063 (1) Any course provider, instructor, school official, or
4064 nonitor group nmust be approved by and registered with the

4065| departnment or office before offering prelicensure education
4066| courses for insurance agents and ot her |icensees.

4067 (2) The departnment or comm ssion shall adopt rules

4068| establishing standards for the approval, registration,

4069 discipline, or renoval fromregistration of course providers,
4070| instructors, school officials, and nonitor groups. The standards
4071| nust be designed to ensure that such persons have the know edge,
4072| conpetence, and integrity to fulfill the educational objectives
4073| of the prelicensure requirenents of this chapter and chapter 648
4074 and to assure that insurance agents and |icensees are conpetent
4075| to engage in the activities authorized under the |license.

4076 (3) The departnment or conmm ssion shall adopt rules to

4077| establish a process for determning conpliance with the
4078| prelicensure requirenments of this chapter and chapter 648 and
4079 shall establish a prelicensure cycle for insurance agents and

4080 other licensees. The departnment or conmm ssion shall adopt rules

4081| prescribing the forms necessary to adm nister the prelicensure

4082 requirenents.
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4083 Section 61. Section 626.291, Florida Statutes, is amended
4084 to read:
4085 626. 291 Denial, issuance of |icense. --
4086 (1) Wthin 30 days after the applicant has conpl eted any

4087| exam nation required under s. 626.221, the departnent or office
4088| or its designee shall provide a score report; and, if it finds
4089| that the applicant has received a passing grade, the departnent
4090| or office shall within such period notify the applicant and
4091| issue and transmt the |license to which such exam nation

4092 related. If it finds that the applicant did not make a passing
4093| grade on the exami nation for a particular |icense, the

4094| departnment or office or its designee shall within this period
4095| provide notice to the applicant to that effect and of its denia
4096| of the |icense.

4097 (2) As to an applicant for a license for which no

4098| exami nation is required, the departnent or office shall pronmptly
4099| issue the license applied for as soon as it has approved the
4100| application.

4101 (3) The departnent or office shall not deny, delay, or
4102 wi thhol d i ssuance of a license due to the fact that it has not
4103| received a crimnal history report based on the applicant's

4104| fingerprints.

4105 Section 62. Paragraph (d) of subsection (2) of section
4106| 626.292, Florida Statutes, is anmended to read:

4107 626. 292 Transfer of license fromanother state.--

4108 (2) To qualify for a license transfer, an individua

4109| applicant nmust neet the foll owm ng requirenents:
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4110 (d) The individual shall satisfy prelicensing education
4111f requirements in this state, unless the conpletion of

4112| prelicensing education requirenments was a prerequisite for

4113 licensure in the other state and the prelicensing education

4114 requirenents in the other state are substantially equivalent to
4115| the prelicensing requirenments of this state as determ ned by the
4116| departnment lasurance Comm-ssioner—of this state.

4117 Section 63. Section 626.301, Florida Statutes, is anmended
4118| to read:

4119 626.301 Form and contents of licenses, in general.--Each
4120| license issued by the departnent or office shall be in such form

4121| as the departnent or conmm ssion may designate and contain the

4122| licensee's nane, lines of authority the licensee is authorized
4123 to transact, the |licensee's personal identification nunber, the
4124| date of issuance, and any other infornmation the departnment or

4125| conm ssion deens necessary to fully identify the |icensee and

4126| the authority being granted. The departnent or conmm Ssion may by

4127| rul e requi re photographs of applicants as a part of the

4128 |icensing process.

4129 Section 64. Section 626.322, Florida Statutes, is anmended
4130( to read:

4131 626. 322 License, appointnent; certain mlitary

4132| installations.--A natural person, not a resident of this state,
4133 may be licensed and appointed to represent an authorized life
4134 insurer domiciled in this state or an authorized foreign life
4135| insurer which maintains a regional home office in this state,
4136| provided such person represents such insurer exclusively at a

4137 United States mlitary installation |ocated in a foreign
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4138| country. The departnment nay, upon request of the applicant and
4139 the insurer on application fornms furnished by the departnment and
4140| upon paynent of fees as prescribed in s. 624.501, issue a

4141 license and appoi ntnent to such person. The insurer shal

4142| certify to the departnment that the applicant has the necessary
4143| training to hold hinself or herself out as a life insurance

4144 representative, and the insurer shall further certify that it is
4145| willing to be bound by the acts of such applicant within the
4146( scope of his or her enploynent. Appointnents shall be continued
4147| as prescribed in s. 626.381 and upon paynent of a fee as

4148| prescribed in s. 624.501, unless sooner term nated. Such fees
4149( received shall be credited to the |Insurance Comrm-ssioner—s

4150 Regul atory Trust Fund as provided for in s. 624.523.

4151 Secti on 65. Section 626.361, Florida Statutes, is anended
4152| to read:
4153 626. 361 Effective date of appointnents.--All appointnents

4154 shall be submtted to the departnent or office on a nonthly
4155| basis no |ater than 45 days after the date of appointnment. Al
4156 appointnments shall be effective as of the date requested on the
4157( appoi ntnment form

4158 Section 66. Section 626.371, Florida Statutes, is amended
4159 to read:

4160 626.371 Paynment of fees, taxes for appointnment period
4161 w thout appointnent.--I1f, upon application and qualification for
4162| an appoi ntment and such investigation as the departnment or

4163| office may nmake, it appears to the departnent or office that an
4164 individual who was fornerly appoi nted has been actively engaged

4165| or is currently actively engaged as such an appoi ntee, but
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4166| wi thout being appointed as required, the departnment or office
4167 may, if it finds that such failure to be appointed was an

4168| inadvertent error on the part of the insurer or enployer so
4169 represented, neverthel ess issue the appointnent as applied for
4170 but subject to the condition that, before the appointnent is
4171 issued, all fees and taxes which woul d have been due had the
4172| applicant been so appointed during such current and prior

4173| periods, together with a continuation fee for such current and
4174 prior terns of appointnent, shall be paid to the departnent or
4175| office.

4176 Section 67. Subsections (2), (3), and (4), of section
4177 626.381, Florida Statutes, are anended to read:
4178 626. 381 Renewal, continuation, reinstatenent, or

4179 term nation of appointnent. --

4180 (2) Each appointing entity shall file wth the departnent
4181 or office the lists, statenents, and information as to

4182| appoi ntees whose appoi ntnents are being renewed or term nated,
4183| acconpani ed by paynent of the applicable renewal fees and taxes
4184\ as prescribed in s. 624.501, by a date set forth by the

4185 departnent or office follow ng the nmonth during which the

4186| appointments will expire.

4187 (3) Renewal of an appointnent which is received on a date
4188| set forth by the departnent or office in the succeedi ng nonth
4189 may be renewed by the departnent or office w thout penalty and
4190| shall be effective as of the day the appoi ntnent woul d have
4191| expired.

4192 (4) Renewal of an appointnment which is received by the

4193| departnment or office after the date set by the department or
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4194| office my be accepted and effectuated by the departnent or
4195| officein its discretion if an additional appointnent,

4196| continuation, and reinstatenent fee acconpani es the renewal
4197 pursuant to s. 624.501.

4198 Section 68. Subsection (2) of section 626.431, Florida
4199 Statutes, is anended to read:

4200 626.431 Effect of expiration of |icense and appoi ntnent.- -
4201 (2) Wien a licensee's |ast appointnent for a particul ar
4202| class of insurance has been term nated or not renewed, the
4203| departnent or office nust notify the |licensee that his or her
4204| eligibility for appointnent as such an appointee will expire
4205| unl ess he or she is appointed prior to expiration of the 48-

4206| nonth period referred to in subsection (3).

4207 Section 69. Section 626.451, Florida Statutes, is anended
4208 to read:

4209 626. 451 Appoi ntment of agent or other representative.--
4210 (1) Each appointing entity appointing an agent, adjuster,

4211| service representative, custonmer representative, or nanagi ng
4212 general agent in this state shall file the appointnment with the
4213| departnent or office and, at the same tine, pay the applicable
4214| appoi ntment fee and taxes. Every appointnment shall be subject
4215 to the prior issuance of the appropriate agent's, adjuster's,
4216| service representative's, custoner representative's, or managi ng
4217\ general agent's license.

4218 (2) As a part of each appointnment there shall be a

4219| certified statement or affidavit of an appropriate officer or
4220| official of the appointing entity stating what investigation the

4221| appointing entity has nmade concerning the proposed appoi ntee and
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4222 his or her background and the appointing entity's opinion to the
4223| best of its knowl edge and belief as to the noral character,

4224 fitness, and reputation of the proposed appoi ntee and any ot her
4225 information the departnent or office nmay reasonably require
4226| relative to the proposed appoint ee.

4227 (3) In the appointnment of an agent, adjuster, service
4228| representative, custoner representative, or managi ng general
4229| agent the appointing entity shall also certify therein that it
4230 is willing to be bound by the acts of the agent, adjuster,

4231| service representative, custoner representative, or managi ng
4232| general agent, within the scope of his or her enploynent.

4233 (4) Each appointing entity shall advise the departnent or
4234 office in witing within 15 days after it or its general agent,
4235 officer, or other official beconmes aware that an appoi ntee has
4236| pleaded guilty or nolo contendere to or has been found guilty of
4237| a felony after being appointed.

4238 (5) Any law enforcenent agency or state attorney's office
4239| that is aware that an agent, adjuster, service representative,
4240 custoner representative, or nmanagi ng general agent has pl eaded
42411 quilty or nolo contendere to or has been found guilty of a

4242 felony shall notify the departnment or office of such fact.

4243 (6) Upon the filing of an information or indictnent

4244| agai nst an agent, adjuster, service representative, custoner
4245 representative, or managi ng general agent, the state attorney
4246 shall imediately furnish the departnment or office a certified
4247 copy of the information or indictnent.

4248 Section 70. Section 626.461, Florida Statutes, is anmended
4249 to read:
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4250 626. 461 Conti nuation of appoi ntnment of agent or other

4251| representative.--Subject to renewal or continuation by the

4252| appointing entity, the appointnent of the agent, adjuster,

4253 solicitor, service representative, custonmer representative, or
4254 managi ng general agent shall continue in effect until the

4255| person's license is revoked or otherw se term nated, unless

4256 written notice of earlier termnation of the appointnment is

4257 filed with the departnent or office by either the appointing
4258 entity or the appointee.

4259 Section 71. Subsections (2), (3), (4), and (5) of section
4260 626.471, Florida Statutes, are anmended to read:

4261 626.471 Term nation of appointnent.--

4262 (2) As soon as possible and at all events within 30 days
4263| after term nating the appoi ntnent of an appoi ntee, other than as
4264| to an appointnent term nated by the appointing entity's failure
4265| to continue or renew it, the appointing entity shall file

4266| witten notice thereof with the department or office, together
4267 with a statenent that it has given the appoi ntee notice thereof
4268 as provided in subsection (1) and shall file with the depart nment
4269 or office the reasons and facts involved in such term nation as
4270| required under s. 626.511.

4271 (3) Upon term nation of the appointnent of an appoi ntee,
4272 whether by failure to renew or continue the appointnent, the

4273| appointing entity shall:

4274 (a) File wth the departnent or office the information
4275| required under s. 626.511.
4276 (b) Subject to the exceptions provided under subsection

42771 (1), continue the outstanding contracts transacted by an agent
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4278| until the expiration date or anniversary date when the policy is
4279 a continuous policy with no expiration date. This paragraph
4280| shall not be construed to prohibit the cancellation of such

4281 contracts when not otherw se prohibited by | aw.

4282 (4) An appointee may term nate the appointnent at any tine
4283| by giving witten notice thereof to the appointing entity and
4284 filing a copy of the notice with the departnment or office. Such
4285| term nation shall be subject to the appointee's contract rights,
4286 i f any.

4287 (5) Upon receiving notice of termnation, the departnent
4288| or office shall term nate the appointnent.

4289 Section 72. Section 626.511, Florida Statutes, is anended
4290| to read:
4291 626. 511 Reasons for term nation; confidenti al

4292| information. --

4293 (1) Any insurer termnating the appointnent of an agent;
4294 any general lines agent term nating the appointnment of a

4295| custoner representative or a crop hail or nmultiple-peril crop
4296 insurance agent; and any enpl oyer term nating the appointnent of
4297| an adjuster, service representative, or managi ng general agent,
4298| whether such termination is by direct action of the appointing
4299| insurer, agent, or enployer or by failure to renew or continue
4300| the appointnent as provided, shall file with the departnent or
4301 office a statenment of the reasons, if any, for and the facts
4302 relative to such termnation. 1In the case of term nation of the
4303| appoi ntment of an agent, such information may be filed by the

4304 insurer or by the general agent of the insurer.
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4305 (2) In the case of termnations by failure to renew or
4306| continue the appointnent, the information required under

4307| subsection (1) shall be filed with the departnment or office as
4308 soon as possible, and at all events within 30 days, after the
4309| date notice of intention not to so renew or continue was filed
4310 with the departnent or office as required in this chapter. In
4311| all other cases, the information required under subsection (1)
4312| shall be filed with the departnent or office at the tine, or at
4313 all events within 10 days after, notice of the term nation was
4314 filed with the departnent or office.

4315 (3) Any information, document, record, or statenent

4316 furnished to the departnent or office under subsection (1) is
4317| confidential and exenpt fromthe provisions of s. 119.07(1).

4318 Section 73. Subsections (2), (3), and (5) of section

4319 626.521, Florida Statutes, are anended to read:

4320 626. 521 Character, credit reports. --

4321 (2) If requested by the departnent or office, the insurer,
4322| manager, general agent, general |ines agent, or enployer, as the

4323 case may be, shall furnish to the departnent or office on a form

4324| adopted by the departnent or conm ssion and furnished by the

4325| departnment or office, such information as it may reasonably

4326| require relative to such individual and investigation.

4327 (3) As to an applicant for an adjuster's or reinsurance
4328 internediary's license who is to be self-enployed, the

4329| departnent or office may secure, at the cost of the applicant, a
4330| full detailed credit and character report made by an established
4331| and reputabl e i ndependent reporting service relative to the

4332| applicant.
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4333 (5) Information contained in credit or character reports
4334| furnished to or secured by the departnent or office under this
4335| section is confidential and exenpt fromthe provisions of s.
4336| 119.07(1).

4337 Section 74. Subsections (1) and (2) of section 626.541,
4338 Florida Statutes, are amended to read:

4339 626.541 Firm corporate, and business names; officers;
4340| associ ates; notice of changes. --

4341 (1) Any licensed agent or adjuster doing business under a
4342 firmor corporate nanme or under any business nanme other than his
4343| or her own individual name shall, within 30 days after the

4344 initial transaction of insurance under such business nane, file

4345 with the departnent or office, on forns adopted by the

4346 departnent or comm ssion and furnished by the departnent or

4347| office H+, a witten statenment of the firm corporate, or

4348| busi ness nane being so used, the address of any office or

4349 offices or places of business nmaking use of such nane, and the
4350 nane and social security nunber of each officer and director of
4351 the corporation and of each individual associated in such firm
4352| or corporation as to the insurance transactions thereof or in
4353| the use of such business nane.

4354 (2) In the event of any change of such nane, or of any of
4355| the officers and directors, or of any of such addresses, or in
4356 the personnel so associated, witten notice of such change nust
4357 be filed with the departnment or office within 30 days by or on
4358| behal f of those |icensees term nating any such firm corporate,

4359| or business nanme or continuing to operate thereunder.
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4360 Section 75. Section 626.551, Florida Statutes, is anmended
4361| to read:
4362 626. 551 Notice of change of address, nane.--Every |licensee

4363 shall notify the departnent or office in witing wthin 60 days
4364| after a change of nane, residence address, principal business
4365| street address, or mailing address. Any |icensed agent who has
4366 noved his or her residence fromthis state shall have his or her
4367| license and all appointnents inmediately term nated by the

4368 departnent or office. Failure to notify the departnent or office
4369 within the required tine period shall result in a fine not to
4370 exceed $250 for the first offense and, for subsequent offenses,
4371 a fine of not |ess than $500 or suspension or revocation of the
4372| license pursuant to s. 626.611 or s. 626.621.

4373 Section 76. Subsections (1) and (2) of section 626.561,
4374 Florida Statutes, are anmended to read:

4375 626. 561 Reporting and accounting for funds.--

4376 (1) Al premuns, return prem uns, or other funds

4377| belonging to insurers or others received by an agent, custoner
4378 representative, or adjuster in transactions under his or her
4379 license are trust funds received by the licensee in a fiduciary
4380| capacity. An agent shall keep the funds bel onging to each

4381| insurer for which he or she is not appointed, other than a

4382| surplus lines insurer, in a separate account so as to allow the
4383 departnent or office to properly audit such funds. The |icensee
4384 in the applicable regular course of business shall account for
4385| and pay the same to the insurer, insured, or other person

4386| entitled thereto.
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4387 (2) The licensee shall keep and nake avail able to the
4388| departnent or office books, accounts, and records as will enable
4389| the departnment or office to determ ne whether such |icensee is
4390 conplying with the provisions of this code. Every |icensee shall
4391 preserve books, accounts, and records pertaining to a prem um
4392| paynent for at |east 3 years after paynent; provided, however,
4393| the preservation of records by conputer or photographic

4394| reproductions or records in photographic formshall constitute
4395 conpliance with this requirenent. Al other records shall be
4396 mai ntained in accordance with s. 626.748. The 3-year

4397| requirenent shall not apply to insurance binders when no policy

4398| is ultimately issued and no premumis collected.

4399 Section 77. Section 626.591, Florida Statutes, is anmended
4400| to read:

4401 626.591 Penalty for violation of s. 626.581. --

4402 (1) If any inhsurer—or agent is found by the departnment to

4403| be in violation of s. 626.581, the departnment may, inits

4404| di scretion, suspend or revoke the—insurer—s—certificate—-of

4405 author+ty—and the agent's license. |If any insurer is found by
4406| the office to be in violation of s. 626.581, the office may, in

4407 its discretion, suspend or revoke the insurer's certificate of
4408 authority.

4409 (2) Any such suspension or revocation shall be for a

4410 period of not |less than 6 nonths, and the insurer or agent shall
4411 not subsequently be authorized or licensed to transact insurance
4412| unless the office or departnment is satisfied that the insurer or
4413| agent will not again violate any of the provisions of s.

4414 626. 581.
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4415 Section 78. Subsection (1) of section 626.592, Florida
4416 Statutes, is anmended to read:
4417 626.592 Primary agents.--
4418 (1) Each person operating an insurance agency and each

4419( location of a nultiple |ocation agency shall designate a primary
4420| agent for each insurance agency | ocation and shall file the nane
44211 of the person so designated, and the address of the insurance
4422| agency |l ocation where he or she is primary agent, with the

4423 depart nent ef—tnsurance, on a form approved by the departnent.
4424 The designation of the primary agent may be changed at the

4425| option of the agency, and any change shall be effective upon
4426| notification to the departnent. Notice of change nust be sent to
4427 the departnment within 30 days after such change.

4428 Section 79. Section 626.601, Florida Statutes, is anended
4429 to read:

4430 626. 601 | nproper conduct; inquiry; fingerprinting.--

4431 (1) The departnment or office may, upon its own notion or

4432 upon a witten conplaint signed by any interested person and
4433 filed with the departnent or office, inquire into any all eged
4434 i nproper conduct of any |icensed agent, adjuster, service

4435| representative, managi ng general agent, customer representative,
4436| title insurance agent, title insurance agency, continuing

4437| education course provider, instructor, school official, or

4438 nonitor group under this code. The departnent or office my

4439 thereafter initiate an investigation of any such licensee if it
4440 has reasonabl e cause to believe that the |icensee has viol ated
4441 any provision of the insurance code. During the course of its

4442| investigation, the departnment or office shall contact the
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4443| licensee being investigated unless it determ nes that contacting

4444 such person coul d jeopardi ze the successful conpletion of the
4445| investigation or cause injury to the public.

4446 (2) In the investigation by the departnent or office of
4447 the alleged m sconduct, the |icensee shall, whenever so required
4448| by the departnment or office, cause his or her books and records
4449 to be open for inspection for the purpose of such inquiries.
4450 (3) The conplaints against any licensee may be informally
4451 all eged and need not be in any such | anguage as is necessary to
4452 charge a crinme on an indictnment or information.

4453 (4) The expense for any hearings or investigations under
44541 this law, as well as the fees and m | eage of w tnesses, may be
4455| paid out of the appropriate fund.

4456 (5 If the departnent or office, after investigation, has
4457\ reason to believe that a |icensee may have been found guilty of
4458| or pleaded guilty or nolo contendere to a felony or a crine

4459| related to the business of insurance in this or any other state
4460 or jurisdiction, the departnment or office may require the

44611 licensee to file with the departnent or office a conplete set of
4462 his or her fingerprints, which shall be acconpanied by the

4463| fingerprint processing fee set forth in s. 624.501. The

4464 fingerprints shall be certified by an authorized | aw enforcenent
4465 officer.

4466 (6) The conplaint and any information obtai ned pursuant to
4467| the investigation by the departnment or office are confidentia
4468| and are exenpt fromthe provisions of s. 119.07, unless the

4469| departnment or office files a formal adm nistrative conpl aint,

4470 emergency order, or consent order against the |icensee. Nothing
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44711 in this subsection shall be construed to prevent the departnent
4472 or office fromdisclosing the conplaint or such information as
4473| it deens necessary to conduct the investigation, to update the
4474\ conplainant as to the status and outcone of the conplaint, or to

4475| share such information with any | aw enforcenent agency.

4476 Section 80. Section 626.611, Florida Statutes, is anmended
4477 to read:
4478 626. 611 Grounds for conpul sory refusal, suspension, or

4479 revocation of agent's, title agency's, adjuster's, custoner

4480 representative's, service representative's, or managi ng general
4481| agent's license or appointnent.--The departnent or office shal
4482| deny an application for, suspend, revoke, or refuse to renew or
4483| continue the |icense or appointnment of any applicant, agent,
44841 title agency, adjuster, custoner representative, service

4485| representative, or nmanagi ng general agent, and it shall suspend
4486| or revoke the eligibility to hold a |icense or appointnent of
4487| any such person, if it finds that as to the applicant, |icensee,
4488| or appoi ntee any one or nore of the follow ng applicabl e grounds
4489| exi st:

4490 (1) Lack of one or nore of the qualifications for the
4491| |license or appointnment as specified in this code.
4492 (2) Material msstatenment, msrepresentation, or fraud in

4493| obtaining the license or appointnment or in attenpting to obtain
4494\ the |license or appointnent.
4495 (3) Failure to pass to the satisfaction of the departnent

4496| or office any exam nation required under this code.
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4497 (4) If the license or appointnment is willfully used, or to
4498| be used, to circunvent any of the requirenments or prohibitions
4499( of this code.

4500 (5 WIIful msrepresentation of any insurance policy or
4501 annuity contract or willful deception with regard to any such
4502| policy or contract, done either in person or by any form of

4503( di ssem nation of information or adverti sing.

4504 (6) |If, as an adjuster, or agent |icensed and appointed to
4505 adj ust clains under this code, he or she has materially

4506 m srepresented to an insured or other interested party the terns
4507| and coverage of an insurance contract with intent and for the
4508| purpose of effecting settlenment of claimfor |oss or danage or
4509( benefit under such contract on |l ess favorable terns than those
4510 provided in and contenpl ated by the contract.

4511 (7) Denmonstrated lack of fitness or trustworthiness to
4512| engage in the business of insurance.

4513 (8) Denonstrated | ack of reasonably adequate know edge and
4514| technical conpetence to engage in the transactions authorized by
4515 the license or appointnent.

4516 (9) Fraudul ent or dishonest practices in the conduct of
4517| busi ness under the |icense or appointnent.

4518 (10) M sappropriation, conversion, or unlawful w thhol ding
4519| of noneys belonging to insurers or insureds or beneficiaries or
4520| to others and received in conduct of business under the |license
4521 or appoi nt nment.

4522 (11) Unlawfully rebating, attenpting to unlawfully rebate,
4523| or unlawfully dividing or offering to divide his or her

4524 commi ssion with anot her.
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4525 (12) Having obtained or attenpted to obtain, or having
4526| used or using, a license or appointnment as agent or custoner
4527| representative for the purpose of soliciting or handling

4528 "control |l ed business” as defined in s. 626.730 with respect to
4529 general lines agents, s. 626.784 with respect to |ife agents,
4530 and s. 626.830 with respect to health agents.

4531 (13) WIlIlful failure to conmply with, or willful violation

4532| of, any proper order or rule of the departnent, conm ssion, or

4533 office or willful violation of any provision of this code.

4534 (14) Having been found guilty of or having pleaded guilty
4535| or nolo contendere to a felony or a crime punishabl e by

4536| inprisonment of 1 year or nore under the | aw of the United

4537| States of Anerica or of any state thereof or under the | aw of
4538 any ot her country which involves noral turpitude, wthout regard
4539| to whether a judgnent of conviction has been entered by the

4540 court having jurisdiction of such cases.

4541 (15) Fraudul ent or dishonest practice in submtting or
4542| aiding or abetting any person in the subm ssion of an

4543 application for workers' conpensation coverage under chapter 440
4544 containing false or msleading informati on as to enpl oyee

4545| payroll or classification for the purpose of avoiding or

4546 reduci ng the anount of prem um due for such coverage.

4547 (16) Sale of an unregistered security that was required to

4548 be regi stered, pursuant to chapter 517.

4549 Section 81. Section 626.621, Florida Statutes, is anended
4550 to read:
4551 626. 621 G ounds for discretionary refusal, suspension, or

4552| revocation of agent's, adjuster's, customer representative's,
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4553| service representative's, or managi ng general agent's |license or
4554| appoi ntnent. -- The departnment or office may, in its discretion,
4555| deny an application for, suspend, revoke, or refuse to renew or
4556 continue the license or appointnent of any applicant, agent,

4557| adj uster, customer representative, service representative, or
4558| managi ng general agent, and it may suspend or revoke the

4559| eligibility to hold a license or appointnment of any such person,
4560 if it finds that as to the applicant, |icensee, or appointee any
4561 one or nore of the follow ng applicable grounds exi st under

4562 circunstances for which such denial, suspension, revocation, or
4563| refusal is not mandatory under s. 626.611:

4564 (1) Any cause for which issuance of the |license or

4565| appoi ntnment coul d have been refused had it then existed and been
4566 known to the departnent or office.

4567 (2) Violation of any provision of this code or of any

4568| other |aw applicable to the business of insurance in the course
4569| of dealing under the |license or appointnent.

4570 (3) Violation of any lawful order or rule of the

4571 departnent, comm ssion, or office.

4572 (4) Failure or refusal, upon demand, to pay over to any
4573| insurer he or she represents or has represented any noney com ng

4574 into his or her hands belonging to the insurer.

4575 (5) Violation of the provision against tw sting, as
4576 defined in s. 626.9541(1)(l).
4577 (6) In the conduct of business under the |icense or

4578| appoi ntment, engaging in unfair nmethods of competition or in
4579 wunfair or deceptive acts or practices, as prohibited under part

4580| | X of this chapter, or having otherwi se shown hinself or herself
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4581| to be a source of injury or loss to the public or detrinmental to
4582| the public interest.

4583 (7) WIIful overinsurance of any property or health

4584| insurance risk.

4585 (8) Having been found guilty of or having pleaded guilty
4586| or nolo contendere to a felony or a crinme punishable by

4587| inprisonment of 1 year or nore under the |aw of the United

4588| States of Anerica or of any state thereof or under the | aw of
4589( any other country, w thout regard to whether a judgnent of

4590( conviction has been entered by the court having jurisdiction of
4591 such cases.

4592 (9) If alife agent, violation of the code of ethics.
4593 (10) Cheating on an exam nation required for |icensure or
4594 violating test center or exam nation procedures published

4595| orally, in witing, or electronically at the test site by

4596| aut horized representatives of the exam nation program

4597| adm nistrator. Commrunication of test center and exam nation
4598| procedures nust be clearly established and docunent ed.

4599 (11) Failure to informthe departnent or office in witing
4600 within 30 days after pleading guilty or nolo contendere to, or
4601| being convicted or found guilty of, any felony or a crine

4602 puni shable by inprisonnment of 1 year or nore under the | aw of
4603| the United States or of any state thereof, or under the |aw of
4604 any ot her country w thout regard to whether a judgnent of

4605( conviction has been entered by the court having jurisdiction of
4606( the case.

4607 (12) Know ngly aiding, assisting, procuring, advising, or

4608| abetting any person in the violation of or to violate a
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4609| provision of the insurance code or any order or rule of the

4610| departnent, conm ssion, or office.

4611 Section 82. Section 626.631, Florida Statutes, is anmended
4612 to read:
4613 626. 631 Procedure for refusal, suspension, or revocation

4614( of license.--

4615 (1) If any licensee is convicted by a court of a violation
4616| of this code or a felony, the |licenses and appoi ntnents of such
4617 person shall be imedi ately revoked by the departnent or office.
4618| The |icensee may subsequently request a hearing pursuant to ss.
4619| 120.569 and 120.57, and the departnment or office shall expedite
4620| any such requested hearing. The sole issue at such hearing

4621| shall be whether the revocation should be rescinded because such
4622 person was not in fact convicted of a violation of this code or
4623 a felony.

4624 (2) The papers, docunents, reports, or evidence of the
4625| departnment or office relative to a hearing for revocation or
4626| suspension of a license or appointnment pursuant to the

4627 provisions of this chapter and chapter 120 are confidential and
4628 exenmpt fromthe provisions of s. 119.07(1) until after the sane
4629| have been published at the hearing. However, such papers,

4630| docunents, reports, or itens of evidence are subject to

4631| discovery in a hearing for revocation or suspension of a |license
4632 or appoi nt nent.

4633 Section 83. Subsections (1) and (2) of section 626.641,
4634| Florida Statutes, are amended to read:

4635 626. 641 Duration of suspension or revocation.--
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4636 (1) The department or office shall, in its order

4637| suspending a license or appointnment or in its order suspending
4638| the eligibility of a person to hold or apply for such |icense or
4639 appoi ntnment, specify the period during which the suspension is
4640 to be in effect; but such period shall not exceed 2 years. The
4641| |icense, appointnment, or eligibility shall remai n suspended

4642| during the period so specified, subject, however, to any

4643| rescission or nodification of the order by the departnment or
4644 office, or nodification or reversal thereof by the court, prior
4645| to expiration of the suspension period. A license, appointnent,
4646| or eligibility which has been suspended shall not be reinstated
4647 except upon request for such reinstatenent; but the departnent
4648| or office shall not grant such reinstatenent if it finds that
4649| the circunstance or circunstances for which the |icense,

4650 appointnment, or eligibility was suspended still exist or are
4651| likely to recur.

4652 (2) No person or appointee under any |license or

4653| appoi ntment revoked by the department or office, nor any person
4654 whose eligibility to hold sane has been revoked by the

4655 departnent or office, shall have the right to apply for another
4656| |icense or appointnent under this code within 2 years fromthe
4657| effective date of such revocation or, if judicial review of such
4658| revocation is sought, within 2 years fromthe date of final

4659 court order or decree affirmng the revocation. The depart nent
4660 or office shall not, however, grant a new |icense or appoi ntnent
4661| or reinstate eligibility to hold such |icense or appointnent if
4662 it finds that the circunstance or circumstances for which the

4663| eligibility was revoked or for which the previous |icense or
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4664| appoi ntment was revoked still exist or are likely to recur; if
4665 an individual's |icense as agent or custoner representative or
4666| eligibility to hold sane has been revoked upon the ground

4667 specified in s. 626.611(12), the departnent or office shal
4668| refuse to grant or issue any new |license or appointnent so
4669| applied for.

4670 Section 84. Subsection (2) of section 626.661, Florida
4671 Statutes, is anended to read:

4672 626. 661 Surrender of |icense. --

4673 (2) This section shall not be deened to require the

4674 surrender to the departnent or office of any |icense unless such

4675| surrender has been requested by the departnent or office.

4676 Section 85. Section 626.681, Florida Statutes, is anended
4677 to read:
4678 626.681 Administrative fine inlieu of or in addition to

4679| suspension, revocation, or refusal of |icense, appointnent, or
4680| di sapproval. --

4681 (1) Except as to insurance agencies, if the departnent or
4682 office finds that one or nore grounds exist for the suspension,
4683 revocation, or refusal to issue, renew, or continue any |icense
4684| or appoi ntnment issued under this chapter, or disapproval of a
4685 continui ng education course provider, instructor, school

4686| official, or nonitor groups, the departnent or office may, in
4687 its discretion, in lieu of or in addition to such suspension or
4688( revocation, or in lieu of such refusal, or disapproval, and
4689| except on a second offense or when such suspension, revocation,
4690 or refusal is nmandatory, inpose upon the |icensee, appointee,

4691| course provider, instructor, school official, or nmonitor group
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4692| an administrative penalty in an anmount up to $500 or, if the
4693| departnent or office has found willful msconduct or wllful
4694| violation on the part of the |icensee, appointee, course

4695 provider, instructor, school official, or nonitor group up to
4696 $3,500. The administrative penalty may, in the discretion of the
4697| departnent or office, be augnented by an anmount equal to any
4698| conm ssions received by or accruing to the credit of the

4699| |icensee or appointee in connection with any transaction as to
4700 which the grounds for suspension, revocation, or refusal

4701 rel ated.

4702 (2) Wth respect to insurance agencies, if the departnment
4703| finds that one or nore grounds exist for the suspension,

4704| revocation, or refusal to issue, renew, or continue any |icense
4705 issued under this chapter, the departnent may, inits

4706 discretion, in lieu of or in addition to such suspension or

4707| revocation, or in lieu of such refusal, inpose upon the |icensee
4708 an administrative penalty in an anbunt not to exceed $10, 000 per
4709| violation. The administrative penalty may, in the discretion of
4710 the departnent, be augnented by an anount equal to any

4711| conm ssions received by or accruing to the credit of the

4712| licensee in connection with any transaction as to which the

4713| grounds for suspension, revocation, or refusal related.

4714 (3) The departnment or office nay allow the |icensee,

4715 appoi ntee, or continuing education course provider, instructor,
4716| school official, or nonitor group a reasonable period, not to
4717| exceed 30 days, within which to pay to the departnent or office
4718 the anobunt of the penalty so inposed. If the |licensee,

4719| appoi ntee, course provider, instructor, school official, or
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47201 nonitor group fails to pay the penalty in its entirety to the
4721| departnent or office within the period so allowed, the |icense,
4722| appoi ntnments, approval, or status of that person shall stand
4723| suspended or revoked or issuance, renewal, or continuation shal

4724 be refused, as the case may be, upon expiration of such period.

4725 Section 86. Section 626.691, Florida Statutes, is anmended
4726| to read:

4727 626. 691 Probation.--

4728 (1) |If the departnent or office finds that one or nore

4729 grounds exist for the suspension, revocation, or refusal to

4730 renew or continue any |icense or appointnment issued under this
4731| part, the departnent or office may, in its discretion, except
4732| when an administrative fine is not perm ssible under s. 626.681
4733 or when such suspension, revocation, or refusal is mandatory, in
4734 lieu of or in addition to such suspension or revocation, or in
4735| lieu of such refusal, or in connection with any adm nistrative
4736/ nonetary penalty inposed under s. 626.681, place the offending
4737| licensee or appointee on probation for a period, not to exceed 2
4738| years, as specified by the departnent or office in its order.
4739 (2) As a condition to such probation or in connection

4740 therewith, the departnent or office may specify in its order
4741 reasonable terns and conditions to be fulfilled by the

4742| probationer during the probation period. |If during the

4743 probation period the departnent or office has good cause to

4744 believe that the probationer has violated a termor condition,
4745| it shall suspend, revoke, or refuse to issue, renew, or continue
4746| the license or appointnent of the probationer, as upon the

4747 original grounds referred to in subsection (1).
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4748 Section 87. Section 626.692, Florida Statutes, is anmended
4749| to read:
4750 626.692 Restitution.--1f any ground exists for the

4751 suspension, revocation, or refusal of a |icense or appointnent,
4752| the departnent or office may, in addition to any other penalty
4753| aut horized under this chapter, order the |icensee to pay

4754 restitution to any person who has been deprived of noney by the
4755| |licensee's m sappropriation, conversion, or unlawful wthhol ding
4756 of noneys belonging to insurers, insureds, beneficiaries, or
4757 others. In no instance shall the anmount of restitution required
4758| to be paid under this section exceed the amount of nobney

4759 m sappropriated, converted, or unlawfully wi thheld. Nothing in
4760 this section limts or restricts a person's right to seek other

4761 renedies as provided for by |aw

4762 Section 88. Section 626.7315, Florida Statutes, is anended
4763| to read:

4764 626. 7315 Prohi bition against the unlicensed transaction of
4765| general lines insurance.--Wth respect to any line of authority
4766 as defined in s. 626.015(6) A, no individual shall, unless

4767| licensed as a general lines agent:

4768 (1) Solicit insurance or procure applications therefor;
4769 (2) In this state, receive or issue a receipt for any

4770 noney on account of or for any insurer, or receive or issue a
4771 receipt for noney fromother persons to be transmtted to any
4772 insurer for a policy, contract, or certificate of insurance or
4773| any renewal thereof, even though the policy, certificate, or
4774 contract is not signed by himor her as agent or representative
4775 of the insurer;
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4776 (3) Directly or indirectly represent hinself or herself to
4777 be an agent of any insurer or as an agent, to collect or forward
4778| any insurance premum or to solicit, negotiate, effect,

4779 procure, receive, deliver, or forward, directly or indirectly,
4780( any insurance contract or renewal thereof or any endorsenent
4781| relating to an insurance contract, or attenpt to effect the

4782 sane, of property or insurable business activities or interests,
4783| located in this state;

4784 (4) In this state, engage or hold hinself or herself out
4785 as engaging in the business of analyzing or abstracting

4786| insurance policies or of counseling or advising or giving

4787 opinions, other than as a licensed attorney at law, relative to
4788 insurance or insurance contracts, for fee, conm ssion, or other
4789 conpensation, other than as a salaried bona fide full-tinme

4790| enpl oyee so counseling and advising his or her enployer relative
4791| to the insurance interests of the enployer and of the

4792 subsidiaries or business affiliates of the enpl oyer;

4793 (5 In any way, directly or indirectly, nmake or cause to
4794 be made, or attenpt to nake or cause to be made, any contract of
4795( insurance for or on account of any insurer;

4796 (6) Solicit, negotiate, or in any way, directly or

4797 indirectly, effect insurance contracts, if a nmenber of a

4798| partnership or association, or a stockholder, officer, or agent
4799 of a corporation which holds an agency appoi ntnent from any

4800( insurer; or

4801 (7) Receive or transmt applications for suretyship, or
4802 receive for delivery bonds founded on applications forwarded

4803 fromthis state, or otherwi se procure suretyship to be effected
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4804| by a surety insurer upon the bonds of persons in this state or
4805| upon bonds given to persons in this state.

4806 Section 89. Subsection (3) of section 626.732, Florida
4807| Statutes, is anended to read:

4808 626. 732 Requirenent as to know edge, experience, or

4809 instruction. --

4810 (3) An individual who was or becane qualified to sit for
4811| an agent's, custoner representative's, or adjuster's exam nation
4812 at or during the tinme he or she was enpl oyed by the departnent
4813| or office and who, while so enpl oyed, was enpl oyed in

4814| responsi ble insurance duties as a full-tinme bona fide enpl oyee
4815 shall be permtted to take an exam nation if application for
4816| such examination is made within 90 days after the date of

4817 termnation of his or her enploynment with the departnment or
4818| offi ce.

4819 Section 90. Section 626.742, Florida Statutes, is amended
4820( to read:

4821 626. 742 Nonresi dent agents; service of process.--

4822 (1) Each licensed nonresident agent shall appoint the

4823 Chi ef Financial Oficer lhasuranrce—Comm-ssi-oner—and—Treasuyrer as

4824 his or her attorney to receive service of |egal process issued

4825| against the agent in this state, upon causes of action arising
4826| within this state out of transactions under the agent's |icense
4827 and appoi ntnent. Service upon the Chief Financial Oficer

4828| tnsurance Conmm-ssioner—and—Treasurer as attorney shall

4829| constitute effective | egal service upon the agent.

4830 (2) The appointnment of the Chief Financial Oficer

4831| HhAsurance—Comm-ssi-oner—and—Jreasurer for service of process
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4832| shall be irrevocable for as long as there could be any cause of
4833| action against the agent arising out of his or her insurance
4834( transactions in this state.

4835 (3) Duplicate copies of such | egal process agai nst such
4836| agent shall be served upon the Chief Financial Oficer Hasurance
4837| GConmi-ssi-oner—and—Ireasurer by a person conpetent to serve a

4838 sunmons.

4839 (4) Upon receiving such service, the Chief Financial
4840 O ficer lnasurahce—Conm-ssioner—and—TFreasurer shall forthwith
4841| send one of the copies of the process, by registered mail with

4842| return recei pt requested, to the defendant agent at his or her
4843 | ast address of record with the departnent.

4844 (5) The Chief Financial Oficer lAsurance—Comm-ssioner—and
4845 JFreasurer shall keep a record of the day and hour of service
4846 wupon himor her of all such |egal process.

4847 Section 91. Subsections (4) and (7) of section 626. 7451,
4848 Florida Statutes, are anmended to read:

4849 626. 7451 Managi ng general agents; required contract

4850 provisions.--No person acting in the capacity of a managi ng
4851| general agent shall place business with an insurer unless there
4852 is in force a witten contract between the parties which sets
4853| forth the responsibility for a particular function, specifies
4854 the division of responsibilities, and contains the follow ng
4855 m ni mum provi si ons:

4856 (4) Separate records of business witten by the managi ng
4857| general agent shall be maintai ned unl ess the nanagi ng general
4858| agent is a controlled or controlling person. The insurer shall

4859| have access and the right to copy all accounts and records
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4860| related to its business in a formusable by the insurer, and the

4861| departnent and office shall have access to all books, bank

4862| accounts, and records of the nmanagi ng general agent in a form
4863 usable to the departnent and office. The records shall be
4864| retained according to s. 626.561.

4865 (7) If the contract permts the managi ng general agent to

4866 settle clains on behalf of the insurer:
4867 (a) Al clainms nust be reported to the conpany in a tinely
4868 manner and all clains nmust be adjusted by properly licensed

4869 persons.

4870 (b) Notice shall be sent by the nanagi ng general agent to
4871 the insurer as soon as it becones known that the claim

4872 1. Exceeds the |imt set by the insurer;

4873 2. Involves a coverage dispute;

4874 3. Exceeds the managi ng general agent's clains settlenent
4875| authority;

4876 4. 1s open for nore than 6 nonths; or

4877 5. Is closed by paynment of an anmount set by the office
4878 departwent or an anount set by the insurer, whichever is |ess.
4879 (c) Al clains files shall be the joint property of the

4880| insurer and managi ng general agent. However, upon an order of
4881| liquidation of the insurer the clainms and rel ated application
4882| files shall becone the sole property of the insurer or its

4883 estate. The managi ng general agent shall have reasonabl e access
4884| to and the right to copy the files on a tinely basis.

4885 (d) Any settlenent authority granted to the managi ng

4886( general agent may be term nated for cause upon the insurer's

4887| witten notice to the managi ng general agent or upon the
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4888| term nation of the contract. The insurer may suspend the
4889| settlement authority during the pendency of any dispute
4890| regarding the cause for termnation.

4891
4892| For the purposes of this section and ss. 626. 7453 and 626. 7454,
4893| the term"controlling person” or "controlling" has the neaning
4894| set forth in s. 625.012(5)(b)1., and the term"controlled

4895| person” or "controlled" has the neaning set forth in s.

4896| 625.012(5)(b)2.

4897 Section 92. Subsections (1), (5), and (6) of section
4898 626.7454, Florida Statutes, are anended to read:

4899 626. 7454 Managi ng general agents; duties of insurers.--
4900 (1) The insurer shall have on file for each managi ng
4901| general agent with which it has done busi ness an i ndependent
4902| financial examnation in a formacceptable to the office

4903| departaent.

4904 (5 Wthin 30 days after entering into or termnating a
4905| contract with a managi ng general agent, the insurer shall

4906 provide witten notification of the appointnent or term nation

4907| to the departnment and office. Notices of appointnment of a

4908| managi ng general agent shall include a statenent of duties which
4909 the applicant is expected to performon behalf of the insurer,
4910 the lines of insurance for which the applicant is to be

4911| authorized to act, and any other information the departnent or
4912| office may request.

4913 (6) An insurer shall review its books and records on a
4914| quarterly basis to determne if any producer has becone a

4915| nmanagi ng general agent as defined in s. 626.015. If the insurer
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4916| determ nes that a producer has beconme a managi ng general agent,
4917| the insurer shall pronptly notify the producer and the

4918| departnent and office of such determ nation and the insurer and

4919 producer nust fully conply with the provisions of this section
4920 and ss. 626. 7451, 626. 7452, and 626. 7453 within 30 days after
4921 such determ nation.

4922
4923
4924 Subsections (1), (3), and (4) do not apply to a managi ng
4925 general agent that is a controlled or controlling person.

4926 Section 93. Subsections (6), (7), and (8) of section
4927 626.7491, FHorida Statutes, are anended to read:
4928 626. 7491 Busi ness transacted with producer controlled

4929 property and casualty insurer. --

4930 (6) AUDIT COW TTEE. - - Every controlled insurer shall have
4931| an audit conmittee of the board of directors conposed of

4932| i1 ndependent directors. The audit commttee shall annually neet
4933| with managenent, the insurer's independent certified public

4934 accountants, and an i ndependent casualty actuary or other

4935| independent | oss reserve specialist acceptable to the office
4936| departnent to review the adequacy of the insurer's |oss

4937| reserves.

4938 (7) REPORTI NG REQUI REMENTS. - -
4939 (a) In addition to any other required | oss reserve
4940( certification, the controlled insurer shall, on April 1 of each

4941| vyear, file with the office departrent- the opinion of an
4942 independent casualty actuary, or such other independent |oss
4943| reserve specialist acceptable to the office departrent,
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4944| reporting loss ratios for each line of business witten and

4945| attesting to the adequacy of | oss reserves established for

4946| | osses incurred and outstanding as of the year end, including
4947 incurred but not reported | osses, on business placed by the

4948| producer.

4949 (b) The controlled insurer shall annually report to the
4950 office departrnent the anount of conm ssions paid to the

4951| producer, the percentage such anmount represents of the net

4952 premuns witten, and conparabl e anounts and percentages paid to
4953| noncontrolling producers for placenents of the sane kinds of
4954 i nsurance.

4955 (8) PENALTIES. --

4956 (a) |If the departnent believes that the controlling

4957 producer or any other person has not nmaterially conplied with
4958| this section, or any rule adopted or order issued hereunder, the
4959| departnent may order the controlling producer to cease placing
4960| business with the controlled insurer.

4961 (b) If, due to such material nonconpliance, the controlled
4962 insurer or any policyhol der thereof has suffered any | oss or
4963| danmge, the department or office may maintain a civil action or
4964| intervene in an action brought by or on behalf of the insurer or
4965 policyhol der for recovery of conpensatory danages for the

4966| benefit of the insurer or policyhol der or other appropriate

4967| relief.

4968 (c) If an order for liquidation or rehabilitation of the
4969| controlled insurer has been entered pursuant to chapter 631 and
4970 the receiver appointed under such order believes that the

4971| controlling producer or any other person has not materially
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4972| conplied with this section or any rule adopted or order issued
4973| hereunder and the insurer has suffered any | oss or danmage

4974 therefrom the receiver may maintain a civil action for recovery
4975 of danmages or other appropriate sanctions for the benefit of the
4976| insurer.

4977 (d) Nothing contained in this section shall affect the
4978| right of the departnent or office to inpose any other penalties
4979| provided for in the Florida I nsurance Code.

4980 (e) Nothing contained in this section is intended to or
4981 shall in any manner alter or affect the rights of policyhol ders,
4982| claimants, creditors, or other third parties.

4983 Section 94. Paragraph (e) of subsection (3) and

4984| subsections (11) and (12) of section 626.7492, Florida Statutes,
4985| are anended to read:

4986 626. 7492 Reinsurance internediaries.--

4987 (3) LI CENSURE. - -

4988 (e) If the applicant for a reinsurance internediary
4989| license is a nonresident, the applicant, as a condition

4990( precedent to receiving or holding a |icense, nust designate the
4991 Chief Financial Oficer hlhsurance Conm-ssioner as agent for

4992| service of process in the manner, and with the sane | egal

4993 effect, provided for by this section for designation of service
4994| of process upon unauthorized insurers. Such applicant shall also
4995( furnish the departnent with the nane and address of a resident
4996 of this state upon whomnotices or orders of the departnment or
4997| process affecting the nonresident reinsurance internediary nmay
4998| be served. The licensee shall pronptly notify the departnment in

4999| writing of each change in its designated agent for service of
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5000 process, and the change shall not becone effective until

5001| acknow edged by the departnent.

5002 (11) PENALTIES AND LI ABI LI TIES. - -

5003 (a) A reinsurance internmediary found by the departnent, or
5004| an insurers or reinsurer found by the office, departrent to be

5005 in violation of any provision of this section nust:

5006 1. For each separate violation pay a penalty in an anount
5007| not to exceed $5, 000;

5008 2. Be subject to revocation or suspension of its |icense;
5009 and

5010 3. If aviolation was conmtted by the reinsurance

5011| internediary, the reinsurance internediary nust nmake restitution
5012 to the insurer, reinsurer, rehabilitator, or |iquidator of the
5013| insurer or reinsurer for the net |osses incurred by the insurer
5014 or reinsurer attributable to the violation.

5015 (b) Nothing contained in this section shall affect the
5016| right of the office or departnent to inpose any ot her penalties
5017| provided in the Florida Insurance Code.

5018 (c) Nothing contained in this section is intended to or
5019 shall in any manner |imt or restrict the rights of

5020| policyhol ders, clainmants, creditors, or other third parties or

5021| confer any rights to these persons.

5022 12}y —Noinsurer—orreinsurer—may-—conti-ndeto-use-the
5023 services of a reinsurance internediary on or after April 8,
5024 ’ | I . L  th thi L on.

5025 Section 95. Subsection (5) of section 626.752, Florida
5026/ Statutes, is amended to read:
5027 626. 752 Exchange of busi ness. --
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5028 (5 Wthin 15 days after the last day of each nonth, any
5029| insurer accepting business under this section shall report to
5030 the departnent the nane, address, tel ephone nunber, and soci al
5031| security nunber of each agent from which the insurer received
5032 nore than 24 personal lines risks during the cal endar year,

5033| except for risks being renmoved fromthe Citizens Property

5034| | nsurance Corporation Residential—Property—and—GCasualty—Joint
5035| Underwriting—Association and placed with that insurer by a

5036/ brokering agent. Once the insurer has reported pursuant to this

5037| subsection an agent's nane to the departnent, additional reports
5038/ on the same agent shall not be required. However, the fee set
5039 forth in s. 624.501 shall be paid for the agent by the insurer
5040 for each year until the insurer notifies the departnment that the
5041| insurer is no |longer accepting business fromthe agent pursuant
5042| to this section. The insurer may require that the agent

5043| reinburse the insurer for the fee.

5044 Section 96. Subsection (2) of section 626.7845, Florida

5045| Statutes, is anended to read:

5046 626. 7845 Prohi bition against unlicensed transaction of
5047| life insurance.--

5048 (2) Except as provided in s. 626.112(6), with respect to
5049| any line of authority specified in s. 626.015(11)2)}, no

5050| individual shall, unless licensed as a |ife agent:

5051 (a) Solicit insurance or annuities or procure

5052| applications; or
5053 (b) Inthis state, engage or hold hinself or herself out
5054| as engaging in the business of analyzing or abstracting

5055| insurance policies or of counseling or advising or giving
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5056| opinions to persons relative to insurance or insurance contracts
5057 ot her than:

5058 1. As a consulting actuary advising an insurer; or

5059 2. As to the counseling and advising of |abor unions,

5060 associ ations, trustees, enployers, or other business entities,
5061 the subsidiaries and affiliates of each, relative to their

5062| interests and those of their menbers or enpl oyees under

5063| insurance benefit plans.

5064 Section 97. Section 626.7851, Florida Statutes, is anmended
5065 to read:
5066 626. 7851 Requirenment as to know edge, experience, or

5067| instruction.--No applicant for a license as a |ife agent, except
5068 for a chartered |ife underwiter (CLU), shall be qualified or
5069| Ilicensed unless within the 4 years immedi ately preceding the
5070 date the application for a license is filed with the departnent
5071 he or she has:

5072 (1) Successfully conpleted 40 hours of classroom courses
5073| in insurance satisfactory to the departnment at a school or

5074| coll ege, or extension division thereof, or other authorized

5075| course of study, approved by the departnent. Courses nust

5076| include instruction on the subject matter of unauthorized

5077| entities engaging in the business of insurance, to include the
5078| Florida Nonprofit Multiple-Enployer Wl fare Arrangenent Act and
5079| the Enpl oyee Retirenent |Inconme Security Act, 29 U S.C. ss. 1001
5080| et seqg., as it relates to the provision of life insurance by
5081| enployers to their enployees and the regul ation thereof;

5082 (2) Successfully conpleted a correspondence course in

5083| insurance satisfactory to the departnment and regularly offered
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5084| by accredited institutions of higher learning in this state,
5085| approved by the departnent. Courses nust include instruction on
5086| the subject matter of unauthorized entities engaging in the

5087| business of insurance, to include the Florida Nonprofit

5088 Mul ti pl e- Enpl oyer Wel fare Arrangenent Act and the Enpl oyee

5089| Retirenent |Incone Security Act, 29 U S.C ss. 1001 et seq., as
5090 it relates to the provision of life insurance by enployers to
5091| their enployees and the regul ation thereof;

5092 (3) Held an active license in life, or life and health,
5093 insurance in another state. This provision may not be utilized
5094| unless the other state grants reciprocal treatnent to |icensees
5095| fornmerly licensed in Florida; or

5096 (4) Been enployed by the departnment or office for at |east
5097 1 year, full time inlife or life and health insurance

5098| reqgulatory matters and who was not term nated for cause, and
5099| application for exam nation is made within 90 days after the
5100 date of termnation of his or her enploynent with the departnent
5101| or office.

5102 Section 98. Section 626.8305, Florida Statutes, is anmended
5103| to read:
5104 626. 8305 Prohibition against the unlicensed transaction of

5105| health insurance.--Except as provided in s. 626.112(6), with
5106| respect to any line of authority specified in s. 626.015(7)8),

5107 no individual shall, unless |icensed as a health agent:
5108 (1) Solicit insurance or procure applications; or
5109 (2) Inthis state, engage or hold hinself or herself out

5110 as engaging in the business of analyzing or abstracting
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5111| insurance policies or of counseling or advising or giving

5112| opinions to persons relative to insurance contracts other than:
5113 (a) As a consulting actuary advising insurers; or

5114 (b) As to the counseling and advising of |abor unions,
5115| associ ations, trustees, enployers, or other business entities,
5116/ the subsidiaries and affiliates of each, relative to their

5117| interests and those of their nenbers or enployees under

5118| insurance benefit plans.

5119 Section 99. Subsection (4) of section 626.8311, Florida
5120 Statutes, is amended to read:

5121 626. 8311 Requirenment as to know edge, experience, or

5122| instruction.--No applicant for a |license as a health agent,

5123| except for a chartered life underwiter (CLU), shall be

5124 qualified or licensed unless within the 4 years imedi ately

5125| preceding the date the application for license is filed with the
5126| departnent he or she has:

5127 (4) Been enployed by the departnment or office for at |east
5128| 1 year, full tinme in health insurance regulatory matters and who
5129 was not term nated for cause, and application for examnation is
5130 made within 90 days after the date of term nation of his or her
5131 enploynent with the departnment or office.

5132 Section 100. Subsection (1) of section 626.8427, Florida
5133 Statutes, is anended to read:

5134 626. 8427 Nunber of applications for |icensure required;
5135/ exenption; effect of expiration of license.--

5136 (1) After alicense as a title insurance agent has been
5137 issued to a title insurance agent, the agent is not required to

5138 file another |icense application for a simlar |icense,
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5139| irrespective of the nunber of insurers to be represented by the

5140 agent, unl ess:

5141 (a) The agent is specifically ordered by the departnent to
5142| conplete a new application; or

5143 (b) During any period of 48 nonths since the filing of the
5144| original license application, the agent was not appoi nted,

5145| unless in the case of individuals the failure to be so appointed
5146| was due to mlitary service, in which event the period within
5147 which a new application is not required may, in the discretion
5148| of the departnment eftnsurance, be extended for 12 nonths

5149| follow ng the date of discharge frommlitary service if the
5150 mlitary service does not exceed 3 years, but in no event shall
5151| the period be extended under this clause for a period of nore

5152| than 6 years fromthe date of filing the original application.

5153 Section 101. Subsections (1) and (3) of section 626. 8463,
5154 Florida Statutes, are anended to read:

5155 626. 8463 W tnesses and evi dence. --

5156 (1) As to the subject of any exam nation, investigation,

5157| or hearing being conducted by himor her under s. 624.5015, ss.
5158| 626.8417-626.847, or s. 627.791, an exam ner appointed by the
5159| departnment or office ef-tnsurance may adm ni ster oaths, exam ne
5160 and cross-exam ne w tnesses, and receive oral and docunentary
5161| evidence and shall have the power to subpoena w tnesses, conpel
5162| their attendance and testinony, and require by subpoena the
5163| production of books, papers, records, files, correspondence,
5164 docunents, or other evidence which the exam ner deens rel evant
5165| to the inquiry.
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5166 (3) If a person refuses to conply with any such subpoena
5167| or to testify as to any matter concerning which the person may
5168| be lawfully interrogated, the circuit court in and for Leon
5169| County, or the county in which such exam nation, investigation,
5170 or hearing is being conducted, or the county in which such

5171| person resides, upon application by the departnent or office,
5172 may issue an order requiring such person to conply with the
5173| subpoena and to testify. A person who fails to obey such an
5174 order of the court may be punished by the court for contenpt.
5175 Section 102. Section 626.8467, Florida Statutes, is

5176 amended to read:

5177 626. 8467 Testinony conpelled; imunity from prosecution.--
5178 (1) |If a person asks to be excused from attendi ng or

5179| testifying or fromproduci ng any books, papers, records,

5180 contracts, docunments, or other evidence in connection with any
5181| exam nation, hearing, or investigation being conducted under s.
5182| 624.5015, ss. 626.8417-626.847, or s. 627.791 by the departnent
5183| or office or its examner on the ground that the testinony or
5184| evidence required of the person may tend to incrimnate himor
5185 her or subject himor her to a penalty or forfeiture and

5186 notwithstanding is directed to give such testinony or produce
5187| such evidence, the person nust, if so directed by the Departnent
5188| of Financial Services lasurance and the Departnent of Legal
5189 Affairs or by the office and the Departnent of Legal Affairs,
5190| nonet hel ess conply with such direction, but he or she shall not

5191| thereafter be prosecuted or subjected to any penalty or
5192| forfeiture for or on account of any transaction, natter, or

5193| thing concerning which he or she may have so testified or
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5194| produced evi dence, and no testinony so given or evidence

5195 produced shall be received against the person upon any crim nal
5196| action, investigation, or proceedi ng. However, a person so
5197| testifying shall not be exenpt from prosecution or punishnment
5198| for any perjury commtted by himor her in such testinony, and
5199| the testinony or evidence so given or produced shall be

5200 adm ssi bl e agai nst himor her upon any crimnal action,

5201| investigation, or proceedi ng concerning such perjury; and such
5202| person shall not be exenpt fromthe refusal, suspension, or
5203| revocation of any |license or appointnent, perm ssion, or

5204| authority conferred or to be conferred pursuant to s. 624.5015,
5205 ss. 626.8417-626.847, or s. 627.791.

5206 (2) Any such person nmay execute, acknow edge, and file
5207| with intheoffice—of the Departnent of Financial Services or
5208| the office, as appropriate, Hhsurance a statenent expressly

5209| wai ving such inmunity or privilege with respect to any

5210 transaction, matter, or thing specified in the statenent, and
5211| thereupon the testinony of such person or such evidence in
5212| relation to such transaction, matter, or thing may be received
5213| or produced before any judge or justice, court, tribunal, or
5214| grand jury or otherw se and, if so received or produced, such
5215| person shall not be entitled to any imunity or privilege on
5216| account of any testinony he or she may so give or evidence so
5217| produced.

5218 Section 103. Section 626.847, Florida Statutes, is anended
5219 to read:
5220 626. 847 Penalty for refusal to testify.--A person who

5221| refuses or fails, without lawful cause, to testify relative to
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5222| the affairs of any title insurer or other person when subpoenaed
5223| under s. 626.8463 and requested by the departnent or office ef
5224| Fnsurance to so testify is guilty of a m sdeneanor of the second
5225| degree and, upon conviction, is punishable as provided in s.
5226 775.082 or s. 775.083.

5227 Section 104. Subsection (3) of section 626.8473, Florida
5228 Statutes, is anmended to read:

5229 626. 8473 Escrow;, trust fund.--

5230 (3) Al funds received by a title insurance agent to be

5231 held in trust shall be immediately placed in a financial

5232| institution that is located within this state and is a menber of
5233| the Federal Deposit |Insurance Corporation or the National Credit
5234/ Union Share Insurance Fund. These funds shall be invested in an
5235| escrow account in accordance with the investnent requirenents
5236| and standards established for deposits and investnents of state
5237 funds in s. 17.57 4810, where the funds shall be kept until
5238| disbursenent thereof is properly authorized.

5239 Section 105. Section 626.8582, Florida Statutes, is

5240 anended to read:

5241 626. 8582 "Nonresident public adjuster” defined.--A

5242| "nonresident public adjuster” is a person who:

5243 (1) Is not aresident of this state;

5244 (2) Is acurrently licensed public adjuster in his or her

5245| state of residence for the type or kinds of insurance for which
5246 the licensee intends to adjust clains in this state or, if a
5247| resident of a state that does not |icense public adjusters, has
5248| passed the office's department—s adjuster exam nation as

5249| prescribed in s. 626.8732(1)(b); and
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5250 (3) Is a self-enployed public adjuster or associated with
5251 or enployed by a public adjusting firmor other public adjuster.
5252 Section 106. Section 626.8584, Florida Statutes, is
5253| anended to read:
5254 626. 8584 "Nonresident independent adjuster” defined.--A
5255| "nonresident independent adjuster” is a person who:
5256 (1) Is not a resident of this state;
5257 (2) Is acurrently licensed i ndependent adjuster in his or

5258| her state of residence for the type or kinds of insurance for
5259 which the licensee intends to adjust clains in this state or, if
5260 a resident of a state that does not |icense independent

5261| adjusters, has passed the office's departrent—s adjuster

5262| exam nation as prescribed in s. 626.8734(1)(b); and

5263 (3) Is a self-enployed i ndependent adjuster or associ ated
5264| with or enployed by an independent adjusting firm or other

5265| i ndependent adjuster.

5266 Section 107. Section 626.859, Florida Statutes, is amended
5267| to read:
5268 626. 859 "Catastrophe" or "energency" adjuster defined.--A

5269| "catastrophe" or "energency" adjuster is a person who is not a
5270| licensed adjuster under this part, but who has been desi gnated
5271 and certified to the office departwent by insurers as qualified
5272| to adjust clains, |osses, or danages under policies or contracts
5273| of insurance issued by such insurer, and whomthe office

5274| departwent may |icense, in the event of a catastrophe or

5275| energency, for the purposes and under the conditions which the
5276| office departrent shall fix and for the period of the energency
5277 as the office departrent shall determ ne, to adjust clains,
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5278| | osses, or damages under the policies of insurance issued by the
5279| insurers.

5280 Section 108. Subsection (2) of section 626.861, Florida
5281| Statutes, is anended to read:

5282 626.861 Insurer's officers, insurer's enployees,

5283| reciprocal insurer's representatives; adjustnments by. --

5284 (2) |If any such officer, enployee, attorney, or agent in
5285| connection with the adjustnent of any such claim |oss, or

5286/ damage engages in any of the m sconduct described in or

5287| contenplated by s. 626.611(6), the office departwent may suspend
5288| or revoke the insurer's certificate of authority.

5289 Section 109. Subsection (2) of section 626.863, Florida
5200 Statutes, is amended to read:

5291 626. 863 Licensed i ndependent adjusters required; insurers’
5292| responsibility.--

5293 (2) Before referring any claimor |oss, the insurer shall
5294| ascertain fromthe office departrent whet her the proposed

5295| i ndependent adjuster is currently Iicensed and appoi nted as

5296| such. Havi ng once ascertained that a particular person is so
5297| licensed and appointed, the insurer may assune that he or she
5298 will continue to be so licensed and appointed until the insurer

5299| has know edge, or receives information fromthe office

5300| departrent, to the contrary.

5301 Section 110. Section 626.865, Florida Statutes, is anmended
5302 to read:

5303 626. 865 Public adjuster's qualifications, bond.--

5304 (1) The office departwent shall issue a license to an

5305| applicant for a public adjuster's |icense upon determ ning that
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5306 the applicant has paid the applicable fees specified in s.

5307| 624.501 and possesses the follow ng qualifications:

5308 (a) Is a natural person at |east 18 years of age.

5309 (b) Is a bona fide resident of this state.

5310 (c) Is trustworthy and has such business reputation as
5311| woul d reasonably assure that the applicant will conduct his or

5312| her business as insurance adjuster fairly and in good faith and
5313 without detrinment to the public.

5314 (d) Has had sufficient experience, training, or

5315| instruction concerning the adjusting of danages or | osses under
5316| insurance contracts, other than |ife and annuity contracts, is
5317 sufficiently informed as to the terns and effects of the

5318| provisions of those types of insurance contracts, and possesses
5319| adequate know edge of the laws of this state relating to such
5320 contracts as to enable and qualify himor her to engage in the
5321| business of insurance adjuster fairly and without injury to the
5322| public or any nmenber thereof with whomthe applicant may have
5323| business as a public adjuster.

5324 (e) Has passed any required witten exam nation.

5325 (2) At the tinme of application for license as a public
5326| adjuster, the applicant shall file with the office departwent a
5327| bond executed and issued by a surety insurer authorized to

5328| transact such business in this state, in the anmount of $50, 000,
5329| conditioned for the faithful performance of his or her duties as
5330 a public adjuster under the license applied for. The bond shall
5331 be in favor of the office departwent and shall specifically
5332| authorize recovery by the office departrent of the damages

5333| sustained in case the licensee is guilty of fraud or unfair
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5334| practices in connection with his or her business as public
5335| adjuster. The aggregate liability of the surety for all such
5336| damages shall in no event exceed the anmount of the bond. Such
5337| bond shall not be term nated unless at |east 30 days' witten

5338 notice is given to the licensee and filed with the office

5339| departrent.

5340 Section 111. Section 626.866, Florida Statutes, is anmended
5341| to read:
5342 626. 866 | ndependent adjuster's qualifications.--The office

5343| departrent shall issue a |license to an applicant for an
5344| independent adjuster's license upon determ ning that the
5345| applicable license fee specified in s. 624.501 has been paid and

5346| that the applicant possesses the follow ng qualifications:

5347 (1) Is a natural person at |east 18 years of age.
5348 (2) 1s a bona fide resident of this state.
5349 (3) Is trustworthy and has such business reputation as

5350 woul d reasonably assure that the applicant will conduct his or
5351| her business as insurance adjuster fairly and in good faith and
5352 wi thout detrinent to the public.

5353 (4) Has had sufficient experience, training, or

5354| instruction concerning the adjusting of damage or |oss under
5355| insurance contracts, other than |ife and annuity contracts, is
5356| sufficiently informed as to the terns and the effects of the
5357| provisions of such types of contracts, and possesses adequate
5358 knowl edge of the insurance laws of this state relating to such
5359| contracts as to enable and qualify himor her to engage in the
5360| business of insurance adjuster fairly and without injury to the

5361| public or any nmenber thereof with whomhe or she may have
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5362| relations as an insurance adjuster and to adjust all clains in
5363| accordance with the policy or contract and the insurance | aws of
5364 this state.

5365 (5) Has passed any required witten exam nation.

5366 Section 112. Section 626.867, Florida Statutes, is anended
5367 to read:

5368 626. 867 Conpany enpl oyee adjuster's qualifications.--The
5369| office departwent shall issue a license to an applicant for a
5370\ conpany enpl oyee adjuster's |license upon determ ning that the
5371| applicable license fee specified in s. 624.501 has been paid and

5372| that the applicant possesses the follow ng qualifications:

5373 (1) |Is a natural person at |east 18 years of age.
5374 (2) 1s a bona fide resident of this state.
5375 (3) |Is trustworthy and has such busi ness reputation as

5376 woul d reasonably assure that the applicant will conduct his or
5377| her business as insurance adjuster fairly and in good faith and
5378 w thout detrinent to the public.

5379 (4) Has had sufficient experience, training, or

5380| instruction concerning the adjusting of danmage or |oss of risks
5381| described in his or her application, is sufficiently informed as
5382 to the terns and the effects of the provisions of insurance
5383| contracts covering such risks, and possesses adequate know edge
5384| of the insurance laws of this state relating to such insurance
5385| contracts as to enable and qualify himor her to engage in such
5386/ business as insurance adjuster fairly and without injury to the
5387| public or any nmenber thereof with whomhe or she may have

5388| relations as an insurance adjuster and to adjust all clains in
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5389| accordance with the policy or contract and the insurance | aws of
5390 this state.

5391 (5) Has passed any required witten exam nation.

5392 Section 113. Subsection (5) of section 626.869, Florida
5393 Statutes, is anmended to read:

5394 626. 869 License, adjusters.--

5395 (5) Any person holding a license for 24 consecutive nonths

5396| or |onger and who engages in adjusting workers' conpensation
5397| insurance nust, beginning in their birth nonth and every 2 years
5398| thereafter, have conpleted 24 hours of courses, 2 hours of which
5399| relate to ethics, in subjects designed to informthe |icensee
5400 regarding the current workers' conpensation |laws of this state,
5401| so as to enable himor her to engage in business as a workers'
5402| conpensation insurance adjuster fairly and without injury to the
5403 public and to adjust all clainms in accordance with the policy or
5404| contract and the workers' conpensation |aws of this state. In
5405/ order to qualify as an eligible course under this subsection,

5406| the course nust:

5407 (a) Have a course outline approved by the office

5408| departrent.

5409 (b) Be taught at a school training facility or other
5410\ | ocation approved by the office departnent.

5411 (c) Be taught by instructors with at |east 5 years of
5412| experience in the area of workers' conpensation, general |ines

5413| of insurance, or other persons approved by the office
5414| departrent-. However, a nenber of The Florida Bar is exenpt from
5415/ the 5 years' experience requirenment.
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5416 (d) Furnish the attendee a certificate of conpletion. The

5417\ course provider shall send a roster to the office departrent in
5418| a format prescribed by the conm ssion departrent.

5419 Section 114. Section 626.8695, Florida Statutes, is
5420 anended to read:

5421 626. 8695 Primary adjuster. --

5422 (1) Each person operating an adjusting firm and each

5423| location of a nmultiple location adjusting firmmnust designate a
5424 primary adjuster for each such firmor |ocation and nust file
5425| with the office departrent the nanme of such primary adjuster and
5426/ the address of the firmor |ocation where he or she is the

5427 primary adjuster, on a form approved by the conm ssion

5428| departrent-. The designation of the prinmary adjuster may be

5429 changed at the option of the adjusting firm Any such change is
5430| effective upon notification to the office departwent. Notice of
5431 change nust be sent to the office departrent within 30 days

5432| after such change.

5433 (2)(a) For purposes of this section, a "primry adjuster”
5434| is the licensed adjuster who is responsible for the hiring and
5435 supervision of all individuals within an adjusting firmlocation
5436 who deal with the public and who acts in the capacity of a

5437| public adjuster as defined in s. 626.854, or an independent

5438| adjuster as defined in s. 626.855. An adjuster may be

5439| designated as a primary adjuster for only one adjusting firm
5440 | ocati on.

5441 (b) For purposes of this section, an "adjusting firnl' is a
5442| | ocation where an i ndependent or public adjuster is engaged in

5443| the busi ness of insurance.

Page 196 of 756
CODING: Words stricken are deletions; words underlined are additions.



F L ORI DA H O U S E O F R EPRESENTATI V E S

O
HB 1337 2003
cs

5444 (3) The office departwent nay suspend or revoke the

5445| license of the primary adjuster if the adjusting firm enploys
5446| any person who has had a |icense denied or any person whose

5447) license is currently suspended or revoked. However, if a person
5448 has been denied a license for failure to pass a required

5449| exam nation, he or she may be enployed to performclerical or
5450 adm nistrative functions for which licensure is not required.
5451 (4) The primary adjuster in an unincorporated adjusting
5452| firm or the primary adjuster in an incorporated adjusting firm
5453 in which no officer, director, or stockholder is an adjuster, is
5454\ responsi bl e and accountable for the acts of sal aried enpl oyees
5455 under his or her direct supervision and control while acting on
5456| behal f of the adjusting firm Nothing in this section renders
5457| any person crimnally |iable or subject to any disciplinary

5458| proceedings for any act unless the person personally commtted
5459\ or knew or shoul d have known of the act and of the facts

5460| constituting a violation of this code.

5461 (5) The office departwent nay suspend or revoke the
5462| |icense of any adjuster who is enployed by a person whose
5463| license is currently suspended or revoked.

5464 (6) An adjusting firmlocation nmay not conduct the

5465| business of insurance unless a primary adjuster is designated.
5466| Failure of the person operating the adjusting firmto designate
5467\ a primary adjuster for the firm or for each location, as

5468| applicable, on a form prescribed by the conm ssi on departrent
5469 within 30 days after inception of the firmor change of primary

5470| adjuster designation, constitutes grounds for requiring the
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5471 adjusting firmto obtain an adjusting firmlicense pursuant to
5472 s. 626. 8696.

5473 (7) Any adjusting firmnmay request, on a form prescribed
5474 by the conmm ssion departrment, verification fromthe office

5475 departwent of any person's current licensure status. If a

5476 request is mailed to the office department- within 5 working days
5477 after the date an adjuster is hired, and the office departrent

5478| subsequently notifies the adjusting firmthat an enpl oyee's

5479 license is currently suspended, revoked, or has been denied, the
5480| license of the primary adjuster shall not be revoked or
5481| suspended if the unlicensed person is imrediately dism ssed from

5482| enpl oynent as an adjuster with the firm

5483 Section 115. Subsections (1) and (5) of section 626. 38696,
5484 Florida Statutes, are anended to read:

5485 626. 8696 Application for adjusting firmlicense.--

5486 (1) The application for an adjusting firm license nust

5487 i ncl ude:
5438 (a) The nanme of each majority owner, partner, officer, and

5489| director of the adjusting firm

5490 (b) The resident address of each person required to be
5491| listed in the application under paragraph (a).
5492 (c) The name of the adjusting firmand its principal

5493| busi ness addr ess.
5494 (d) The location of each adjusting firmoffice and the
5495 nane under whi ch each office conducts or will conduct busi ness.

5496 (e) Any additional information which the comm ssion

5497| departrent may require.
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5498 (5 An adjusting firmrequired to be licensed pursuant to
5499| s. 626.8695 nust remain so licensed for a period of 3 years from
5500 the date of licensure, unless the license is suspended or

5501| revoked. The office departwent may suspend or revoke the

5502| adjusting firms authority to do business for activities

5503| occurring during the time the firmis |icensed, regardl ess of

5504 whether the |licensing period has term nated.

5505 Section 116. Section 626.8697, Florida Statutes, is
5506/ anended to read:
5507 626. 8697 G ounds for refusal, suspension, or revocation of

5508| adjusting firmlicense.--

5509 (1) The office departwent shall deny, suspend, revoke, or
5510 refuse to continue the license of any adjusting firmif it

5511| finds, as to any adjusting firmor as to any nmajority owner,
5512\ partner, manager, director, officer, or other person who nmanages
5513| or controls the firm that any of the follow ng grounds exist:
5514 (a) Lack by the firmof one or nore of the qualifications
5515| for the license as specified in this code.

5516 (b) Material msstatenent, msrepresentation, or fraud in
5517| obtaining the license or in attenpting to obtain the |icense.
5518 (2) The office departwent may, in its discretion, deny,
5519| suspend, revoke, or refuse to continue the |icense of any

5520 adjusting firmif it finds that any of the follow ng applicable
5521| grounds exist with respect to the firmor any owner, partner,
5522\ manager, director, officer, or other person who is otherw se

5523| involved in the operation of the firm
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5524 (a) Any cause for which issuance of the license could have
5525 been refused had it then existed and been known to the office
5526| departrent.

5527 (b) Violation of any provision of this code or of any

5528| other | aw applicable to the business of insurance.

5529 (c) Violation of any order or rule of the office or
5530 conmi ssi on departrent.
5531 (d) An owner, partner, manager, director, officer, or

5532| ot her person who nanages or controls the firm having been found
5533| gquilty of or having pleaded guilty or nolo contendere to a

5534| felony or a crine punishable by inprisonnent of 1 year or nore
5535| under the laws of the United States or of any state or under the
5536| |aws of any other country, wi thout regard to whether

5537| adjudication was made or withheld by the court.

5538 (e) Failure toinformthe office department in witing
5539| within 30 days after a pleading by an owner, partner, manager,
5540 director, officer, or other person managi ng or controlling the
5541 firmof guilty or nolo contendere to, or being convicted or
5542 found guilty of, any felony or a crinme punishabl e by

5543| inprisonnment of 1 year or nore under the |aws of the United
5544| States or of any state, or under the |aws of any other country,
5545 wi thout regard to whet her adjudication was nade or w thheld by
5546/ the court.

5547 (f) Knowi ngly aiding, assisting, procuring, advising, or
5548| abetting any person in the violation of or to violate a

5549| provision of the insurance code or any order or rule of the

5550 office or conmm ssion departrent.

Page 200 of 756
CODING: Words stricken are deletions; words underlined are additions.



F L ORI DA H O U S E O F R EPRESENTATI V E S

O
HB 1337 2003
cs

5551 (g) Knowi ngly enpl oying any individual in a manageri al
5552| capacity or in a capacity dealing with the public who is under
5553| an order of revocation or suspension issued by the office

5554| departrent.

5555 (h) Commtting any of the following acts with such a

5556| frequency as to have made the operation of the adjusting firm
5557| hazardous to the insurance-buying public or other persons:

5558 1. M sappropriation, conversion, or unlawful or

5559| wunreasonabl e wi t hhol di ng of noneys belonging to insurers or

5560 insureds or beneficiaries or claimants or to others and received
5561| in the conduct of business under the |icense.

5562 2. Msrepresentation or deception with regard to the

5563 business of insurance, dissem nation of information, or

5564| adverti sing.

5565 3. Denonstrated |lack of fitness or trustworthiness to

5566| engage in the business of insurance adjusting arising out of
5567| activities related to insurance adjusting or the adjusting firm
5568 (i) Failure to appoint a primary adjuster.

5569 (3) In lieu of discretionary refusal, suspension, or

5570| revocation of an adjusting firmis license, the office departrent
5571 may inpose an admi nistrative penalty of up to $1,000 for each
5572| violation or ground provided under this section, not to exceed
5573| an aggregate amount of $10,000 for all violations or grounds.
5574 (4) If any adjusting firm having been |icensed,

5575 thereafter has such |license revoked or suspended, the firm shall
5576 termnate all adjusting activities while the |license is revoked

5577| or suspended.
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5578 Section 117. Section 626.8698, Florida Statutes, is
5579| anended to read:
5580 626. 8698 Disciplinary guidelines for public

5581| adjusters.--The office departwent may deny, suspend, or revoke
5582| the license of a public adjuster, and admnister a fine not to
5583| exceed $5,000 per act, for any of the follow ng:

5584 (1) Violating any provision of this chapter or a rule or
5585| order of the office or conm ssion departhent;
5586 (2) Receiving paynent or anything of value as a result of

5587| an unfair or deceptive practice;

5588 (3) Receiving or accepting any fee, kickback, or other
5589| thing of value pursuant to any agreenent or understanding, oral
5590 or otherwi se; entering into a split-fee arrangenent w th anot her
5591| person who is not a public adjuster; or being otherw se paid or
5592| accepting paynent for services that have not been perforned;
5593 (4) Violating s. 316.066 or s. 817.234;

5594 (5) Soliciting or otherw se taking advantage of a person
5595 who is vul nerable, enotional, or otherw se upset as the result

5596| of a traumm, accident, or other simlar occurrence; or

5597 (6) Violating any ethical rule of the conm ssion

5598| departrent.

5599 Section 118. Section 626.870, Florida Statutes, is anmended
5600 to read:

5601 626. 870 Application for license.--

5602 (1) Application for a license under this part shall be

5603| made as provided in s. 626.171 and rel ated sections of this
5604 code.
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5605 (2) The conmi ssi on departwent- shall so prepare the form of
5606 the application as to elicit and require fromthe applicant the
5607| informati on necessary to enable the office departwent to

5608| determ ne whet her the applicant possesses the qualifications

5609 prerequisite to issuance of the license to the applicant.
5610 (3) The conmi ssion departwent- may, in its discretion,

5611| require that the application be supplenented by the certificate

5612| or affidavit of such person or persons as it deens necessary for
5613| its determ nation of the applicant's residence, business

5614| reputation, and reputation for trustworthiness. The comm ssion
5615| departrent shall prescribe and the office may furnish the forns

5616| for such certificates and affidavits.

5617 Section 119. Section 626.871, Florida Statutes, is anended
5618| to read:
5619 626. 871 Reappointnent after mlitary service.--The office

5620| departrent- may, without requiring a further witten exam nation,
5621| issue an appointnent as an adjuster to a fornerly |licensed and
5622| appoi nted adjuster of this state who held a current adjuster's
5623| appointnent at the tinme of entering service in the Arnmed Forces
5624\ of the United States, subject to the follow ng conditions:

5625 (1) The period of mlitary service nust not have been in
5626| excess of 3 years;

5627 (2) The application for the appointnent nmust be filed with
5628| the office departwent and the applicable fee paid, within 12
5629 nonths follow ng the date of honorable di scharge of the

5630 applicant fromthe mlitary service; and

5631 (3) The new appointnment will be of the sanme type and cl ass

5632| as that currently effective at the tinme the applicant entered
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5633| military service; but, if such type and class of appointnent is
5634 not being currently issued under this code, the new appoi nt nment
5635| shall be of that type and class or classes nost closely

5636/ resenbling those of the fornmer appointnent.

5637 Section 120. Subsections (1) and (5) of section 626.872,
5638 Florida Statutes, are anended to read:

5639 626.872 Tenporary license. --

5640 (1) The office departwent may, in its discretion, issue a

5641| tenporary |license as an independent adjuster or as a conpany
5642| enpl oyee adjuster, subject to the follow ng conditions:

5643 (a) The applicant nust be an enpl oyee of an adjuster

5644| currently licensed by the office departwent, an enployee of an
5645| authorized insurer, or an enployee of an established adjusting
5646/ firm or corporation which is supervised by a currently |icensed
5647| i ndependent adjuster.

5648 (b) The application nmust be acconpanied by a certificate
5649| of enploynent and a report as to the applicant's integrity and
5650 noral character on a formprescribed by the conm ssion

5651| departwent and executed by the enpl oyer.
5652 (c) The applicant nust be a natural person of at |east 18

5653| years of age, nust be a bona fide resident of this state, nust
5654| be trustworthy, and nust have such business reputation as woul d
5655| reasonably assure that the applicant will conduct his or her
5656/ business as an adjuster fairly and in good faith and w t hout
5657 detriment to the public.

5658 (d) The applicant's enployer is responsible for the

5659| adjustnment acts of any |icensee under this section.
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5660 (e) The applicable Iicense fee specified nust be paid

5661| before issuance of the tenporary license.

5662 (f) The tenporary |license shall be effective for a period
5663 of 1 year, but subject to earlier termnation at the request of
5664| the enployer, or if the licensee fails to take an exam nation as
5665| an i ndependent adjuster or conpany enployee adjuster within 6
5666 nonths after issuance of the tenporary license, or if suspended
5667| or revoked by the office departrent.

5668 (5 The office departwent shall not issue a tenporary

5669| |icense as an independent adjuster or as a conpany enpl oyee

5670 adjuster to any individual who has ever held such a license in
5671| this state.

5672 Section 121. Subsection (1) of section 626.873, Florida
5673| Statutes, is anended to read:

5674 626. 873 Nonresi dent conpany enpl oyee adjusters. --

5675 (1) The office departwent shall, upon application

5676| therefor, issue a license to an applicant for a nonresident

5677| adjuster's |icense upon determ ning that the applicant has paid
5678 the applicable |icense fees required under s. 624.501 and:

5679 (a) Is acurrently licensed insurance adjuster in his or
5680| her hone state, if such state requires a |license.

5681 (b) Is an enployee of an insurer, or a wholly owned

5682| subsidiary of an insurer, admtted to do business in this state.
5683 (c) Has filed a certificate or letter of authorization
5684| fromthe insurance departnent of his or her honme state, if such
5685| state requires an adjuster to be licensed, stating that he or
5686| she holds a current license or authorization to adjust insurance

5687| | osses. Such certificate or authorization nust be signed by the
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5688| i nsurance commi ssioner, or his or her deputy, of the adjuster's
5689 honme state and nust reflect whether or not the adjuster has ever
5690 had his or her license or authorization in the adjuster's hone

5691| state suspended or revoked and, if such is the case, the reason

5692| for such action.

5693 Section 122. Section 626.8732, Florida Statutes, is
5694\ anended to read:

5695 626. 8732 Nonresident public adjuster's qualifications,
5696| bond. --

5697 (1) The office departrent shall, upon application

5698| therefor, issue a license to an applicant for a nonresident
5699 public adjuster's |icense upon determ ning that the applicant
5700 has paid the applicable license fees required under s. 624.501
5701| and:

5702 (a) |Is a natural person at |east 18 years of age.

5703 (b) Has passed to the satisfaction of the office

5704| departrent a witten Florida public adjuster's exam nation of
5705| the scope prescribed in s. 626.241(6); however, the requirenent
5706/ for such an exam nation does not apply to any of the follow ng:
5707 1. An applicant who is licensed as a resident public

5708 adjuster in his or her state of residence, when that state

5709| requires the passing of a witten exam nation in order to obtain
5710 the license and a reciprocal agreenent with the appropriate
5711| official of that state has been entered into by the office

5712| departrent; or

5713 2. An applicant who is |icensed as a nonresident public
5714| adjuster in a state other than his or her state of residence

5715 when the state of licensure requires the passing of a witten

Page 206 of 756
CODING: Words stricken are deletions; words underlined are additions.



F L ORI DA H O U S E O F R EPRESENTATI V E S

O
HB 1337 2003
cs

5716 examination in order to obtain the |license and a reciprocal

5717 agreenment with the appropriate official of the state of

5718| licensure has been entered into by the office departwent.

5719 (c) Is self-enployed as a public adjuster or associated
5720 with or enployed by a public adjusting firmor other public

5721| adjuster. Applicants licensed as nonresident public adjusters
5722| under this section nust be appointed as such in accordance with
5723| the provisions of ss. 626.112 and 626.451. Appointnent fees in
5724| the anount specified in s. 624.501 nust be paid to the office
5725| departrent in advance. The appoi ntnent of a nonresident public
5726| adjuster shall continue in force until suspended, revoked, or
5727 otherw se term nated, but subject to biennial renewal or

5728| continuation by the |icensee in accordance with procedures

5729| prescribed in s. 626.381 for |licensees in general.

5730 (d) Is trustworthy and has such business reputation as
5731| woul d reasonably assure that he or she will conduct his or her
5732| business as a nonresident public adjuster fairly and in good
5733| faith and without detrinent to the public.

5734 (e) Has had sufficient experience, training, or

5735| instruction concerning the adjusting of damages or | osses under
5736| insurance contracts, other than |ife and annuity contracts; is
5737 sufficiently informed as to the terns and effects of the

5738| provisions of those types of insurance contracts; and possesses
5739| adequate know edge of the laws of this state relating to such
5740 contracts as to enable and qualify himor her to engage in the
5741| business of insurance adjuster fairly and without injury to the
5742| public or any menber thereof wth whomhe or she nmay have

5743| business as a public adjuster.
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5744 (2) The applicant shall furnish the following with his or
5745 her application:

5746 (a) A conplete set of his or her fingerprints. The

5747) applicant's fingerprints nmust be certified by an authorized | aw
5748 enforcenent officer. The office departrent may not authorize an
5749| applicant to take the required exam nation or issue a

5750 nonresident public adjuster's license to the applicant until the
5751| office departwent has received a report fromthe Florida

5752| Departnent of Law Enforcenent and the Federal Bureau of

5753| Investigation relative to the existence or nonexistence of a
5754 crimnal history report based on the applicant's fingerprints.
5755 (b) If currently licensed as a resident public adjuster in
5756| the applicant's state of residence, a certificate or letter of
5757| authorization fromthe |icensing authority of the applicant's
5758| state of residence, stating that the applicant holds a current
5759| or conparable license to act as a public adjuster. The

5760 certificate or letter of authorization nust be signed by the
5761| insurance conm ssioner or his or her deputy or the appropriate
5762| licensing official and nmust discl ose whether the adjuster has
5763 ever had any license or eligibility to hold any |icense

5764| declined, denied, suspended, revoked, or placed on probation or
5765 whether an adm nistrative fine or penalty has been |evied

5766| agai nst the adjuster and, if so, the reason for the action.

5767 (c) If the applicant's state of residence does not require
5768| licensure as a public adjuster and the applicant has been
5769| licensed as a resident insurance adjuster, agent, broker, or

5770 other insurance representative in his or her state of residence

5771 or any other state within the past 3 years, a certificate or

Page 208 of 756
CODING: Words stricken are deletions; words underlined are additions.



F L ORI DA H O U S E O F R EPRESENTATI V E S

O
HB 1337 2003
cs

5772 letter of authorization fromthe |icensing authority stating
5773 that the applicant holds or has held a |license to act as such an
5774 insurance adjuster, agent, or other insurance representative.
5775| The certificate or letter of authorization nust be signed by the
5776| 1insurance conm ssioner or his or her deputy or the appropriate
5777 licensing official and nmust disclose whether or not the

5778| adjuster, agent, or other insurance representative has ever had
5779 any license or eligibility to hold any |icense declined, deni ed,
5780| suspended, revoked, or placed on probation or whether an

5781 administrative fine or penalty has been | evied against the

5782| adjuster and, if so, the reason for the action.

5783 (3) At the tinme of application for |icense as a

5784| nonresident public adjuster, the applicant shall file with the
5785| office departrent a bond executed and i ssued by a surety insurer
5786| authorized to transact surety business in this state, in the
5787 ampunt of $50, 000, conditioned for the faithful performance of
5788| his or her duties as a nonresident public adjuster under the
5789| license applied for. The bond nust be in favor of the office
5790| departwent and nmust specifically authorize recovery by the

5791| office departrent of the damages sustained if the |icensee

5792 commits fraud or unfair practices in connection with his or her
5793| business as nonresident public adjuster. The aggregate liability
5794 of the surety for all the danages nay not exceed the anpunt of
5795| the bond. The bond nay not be term nated unless at |east 30

5796| days' witten notice is given to the licensee and filed with the
5797| office departwent.

5798 (4) The usual and customary records pertaining to

5799| transactions under the license of a nonresident public adjuster
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5800 nust be retained for at least 3 years after conpletion of the
5801| adj ustnent and nust be nmade available in this state to the

5802| office departwent upon request. The failure of a nonresident
5803| public adjuster to properly maintain records and nake them

5804| available to the office departwent upon request constitutes

5805| grounds for the i medi ate suspension of the |icense issued under
5806/ this section.

5807 (5) After licensure as a nonresident public adjuster, as a
5808| condition of doing business in this state, the |icensee nust
5809 annually on or before January 1, on a form prescribed by the
5810| conmi ssi on departrent, submit an affidavit certifying that the

5811 licensee is famliar with and understands the i nsurance code and

5812| rul es adopted thereunder and the provisions of the contracts
5813| negotiated or to be negotiated. Conpliance with this filing
5814\ requirenent is a condition precedent to the issuance,

5815| continuation, reinstatenment, or renewal of a nonresident public

5816| adjuster's appoi ntnent.

5817 Section 123. Subsections (1), (3), and (4) of section
5818| 626.8734, Florida Statutes, are anended to read:

5819 626. 8734 Nonresident independent adjuster's

5820| qualifications.--

5821 (1) The office departwent shall, upon application

5822| therefor, issue a license to an applicant for a nonresident

5823| i ndependent adjuster's |icense upon determ ning that the

5824 applicant has paid the applicable |license fees required under s.
5825| 624.501 and:

5826 (a) |Is a natural person at |east 18 years of age.
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5827 (b) Has passed to the satisfaction of the office

5828| departrent a witten Florida i ndependent adjuster's exam nation
5829| of the scope prescribed in s. 626.241(6); however, the

5830\ requirenent for the exam nation does not apply to any of the
5831 foll ow ng:

5832 1. An applicant who is licensed as a resident independent
5833| adjuster in his or her state of residence when that state

5834| requires the passing of a witten exam nation in order to obtain
5835| the license and a reciprocal agreenent with the appropriate
5836| official of that state has been entered into by the office

5837| departrent; or

5838 2. An applicant who is licensed as a nonresident

5839| independent adjuster in a state other than his or her state of
5840| residence when the state of licensure requires the passing of a
5841 witten exam nation in order to obtain the |icense and a

5842| reciprocal agreenment with the appropriate official of the state
5843| of licensure has been entered into by the office departrent.
5844 (c) |Is self-enployed or associated with or enployed by an
5845| i ndependent adjusting firmor other independent adjuster.

5846| Applicants licensed as nonresident independent adjusters under
5847| this section nust be appointed as such in accordance with the
5848| provisions of ss. 626.112 and 626.451. Appointnent fees in the
5849| anpunt specified in s. 624.501 nust be paid to the office

5850| departwent in advance. The appoi nt nent of a nonresident

5851| independent adjuster shall continue in force until suspended,
5852| revoked, or otherw se term nated, but subject to biennial

5853| renewal or continuation by the |icensee in accordance with

5854| procedures prescribed in s. 626.381 for |icensees in general.
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5855 (d) Is trustworthy and has such busi ness reputation as
5856 woul d reasonably assure that he or she will conduct his or her
5857| business as a nonresident independent adjuster fairly and in
5858| good faith and wthout detrinent to the public.

5859 (e) Has had sufficient experience, training, or

5860| instruction concerning the adjusting of danages or | osses under
5861 insurance contracts, other than life and annuity contracts; is
5862| sufficiently informed as to the terns and effects of the

5863| provisions of those types of insurance contracts; and possesses
5864| adequate know edge of the laws of this state relating to such
5865| contracts as to enable and qualify himor her to engage in the
5866 business of insurance adjuster fairly and without injury to the
5867| public or any nmenber thereof with whomhe or she may have

5868| business as an i ndependent adjuster.

5869 (3) The usual and customary records pertaining to

5870| transactions under the |license of a nonresident independent

5871| adjuster nust be retained for at least 3 years after conpletion
5872| of the adjustnent and nust be nmade available in this state to
5873| the office departrent upon request. The failure of a nonresident
5874| independent adjuster to properly maintain records and make them
5875| available to the office departwent upon request constitutes

5876| grounds for the i medi ate suspension of the |license issued under
5877 this section.

5878 (4) After licensure as a nonresident independent adjuster,
5879 as a condition of doing business in this state, the |icensee
5880| rmust annually on or before January 1, on a form prescribed by
5881| the conm ssion departrent, submt an affidavit certifying that

5882 the licensee is fanmiliar with and understands the insurance | aws
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5883| and adnministrative rules of this state and the provisions of the
5884| contracts negotiated or to be negotiated. Conpliance with this
5885| filing requirenent is a condition precedent to the issuance,

5886| continuation, reinstatenment, or renewal of a nonresident

5887| i ndependent adjuster's appointnent.

5888 Section 124. Section 626.8736, Florida Statutes, is
5889| anended to read:
5890 626. 8736 Nonresi dent independent or public adjusters;

5891| service of process.--

5892 (1) Each licensed nonresident independent or public

5893| adjuster shall appoint the Chief Financial Oficer lasurance
5894| Comm-ssioner—andTreasurer and his or her successors in office

5895| as his or her attorney to receive service of |egal process

5896| issued agai nst the nonresident independent or public adjuster in
5897| this state, upon causes of action arising within this state out
5898| of transactions under his |icense and appoi ntnent. Service upon
5899 the Chief Financial Oficer HasurahceConmm-ssioner—andTreasurer

5000 as attorney shall constitute effective |egal service upon the

5901| nonresident independent or public adjuster.

5902 (2) The appointment of the Chief Financial Oficer

5903| HhAsurance—Comm-ssi-oner—and—treasurer for service of process
5904| shall be irrevocable for as long as there could be any cause of

5905| action agai nst the nonresident independent or public adjuster
5906| arising out of his or her insurance transactions in this state.
5907 (3) Duplicate copies of |egal process against the

5908| nonresident i ndependent or public adjuster shall be served upon
5909 the Chief Financial Oficer HasuranhceConm-ssioner—andTreasurer

5910 by a person conpetent to serve a sumons.
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5911 (4) Upon receiving the service, the Chief Financial

5912\ O ficer lasurance Conm-ssioner—andTreasurer shall forthwith
5913| send one of the copies of the process, by registered mail with
5914| return receipt requested, to the defendant nonresi dent

5915 independent or public adjuster at his or her |ast address of
5916| record with the office departrent.

5917 (5) The Chief Financial Oficer lhAsurance—Comm-ssioner—and
5918| Jreasurer shall keep a record of the day and hour of service
5919| wupon himor her of all |egal process received under this

5920 section.

5921 Section 125. Section 626.8738, Florida Statutes, is

5922\ anended to read:

5923 626.8738 Penalty for violation.--In addition to any other

5924| renedy inposed pursuant to this code, any person who acts as a
5925| resident or nonresident public adjuster or holds hinself or
5926| herself out to be a public adjuster to adjust clains in this
5027| state, without being licensed by the office departrent as a
5928| public adjuster and appointed as a public adjuster, conmts a
5929| felony of the third degree, punishable as provided in s.

5930 775.082, s. 775.083, or s. 775.084. Each act in violation of

5931 this section constitutes a separate offense.

5932 Section 126. Section 626.874, Florida Statutes, is anmended
5933| to read:

5934 626. 874 Catastrophe or energency adjusters.--

5935 (1) 1In the event of a catastrophe or energency, the office

5036| departrent- nay issue a license, for the purposes and under the
5037| conditions which it shall fix and for the period of energency as

5038 it shall determ ne, to persons who are residents or nonresidents
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59039| of this state and who are not |icensed adjusters under this part
5940 but who have been designated and certified to it as qualified to
5941| act as adjusters by independent resident adjusters or by an

5942| authorized insurer or by a licensed general |ines agent to

5943| adjust clainms, |osses, or damages under policies or contracts of
5944| insurance issued by such insurers. The fee for the |icense

5945 shall be as provided in s. 624.501(12)(c).

5946 (2) If any person not a licensed adjuster who has been
5047| permtted to adjust such |osses, clains, or danmages under the
5948 conditions and circunstances set forth in subsection (1),

5949| engages in any of the m sconduct described in or contenplated by
5950 ss. 626.611 and 626. 621, the office departrent, w thout notice
5951| and hearing, shall be authorized to issue its order denying such
5952| person the privileges granted under this section; and thereafter
5953| it shall be unlawful for any such person to adjust any such

5954| | osses, clains, or danages in this state.

5955 Section 127. Section 626.878, Florida Statutes, is anended
5956 to read:
5957 626. 878 Rul es; code of ethics.--An adjuster shal

5958| subscribe to the code of ethics specified in the rules of the

5959| conmi ssi on departhent.

5960 Section 128. Paragraphs (d) and (m of subsection (1) of
5961| section 626.88, Florida Statutes, are anmended to read:

5962 626.88 Definitions of "admnistrator” and "insurer". --
5963 (1) For the purposes of this part, an "admnistrator” is

5064 any person who directly or indirectly solicits or effects
5965| coverage of, collects charges or premuns from or adjusts or

5966| settles clains on residents of this state in connection with
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5967 authorized comrercial self-insurance funds or with insured or
5968| self-insured prograns which provide life or health insurance
5969| coverage or coverage of any ot her expenses described in s.

5970| 624.33(1) or any person who, through a health care risk contract
5971| as defined in s. 641.234 with an insurer or health maintenance
5972| organi zation, provides billing and collection services to health
5973| insurers and heal th mai ntenance organi zati ons on behal f of

5974| health care providers, other than any of the follow ng persons:
5975 (d) A health care services plan, health nmaintenance

5976/ organi zation, professional service plan corporation, or person
5977| in the business of providing continuing care, possessing a valid
5978| certificate of authority issued by the office departwent, and
5979| the sales representatives thereof, if the activities of such
5080| entity are limted to the activities permtted under the

5981| certificate of authority.

5982 (m A person approved by the departnment ef—tnsurance who
5983| adm nisters only self-insured workers' conpensation pl ans.

5984
5985
5986 A person who provides billing and collection services to health
5987| insurers and heal th mai nt enance organi zati ons on behal f of

5988| health care providers shall conply with the provisions of ss.
5989| 627.6131, 641.3155, and 641.51(4).

5990 Section 129. Section 626.8805, Florida Statutes, is
5991| anended to read:
5992 626. 8805 Certificate of authority to act as

5993| adm nistrator. --
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5994 (1) It is unlawful for any person to act as or hold

5995 hinself or herself out to be an adm nistrator in this state

59096/ without a valid certificate of authority issued by the office
5997| departwent pursuant to ss. 626.88-626.894. To qualify for and
5998| hold authority to act as an administrator in this state, an

5999| adm ni strator nust otherw se be in conpliance with this code and
6000f with its organi zational agreenment. The failure of any person to
6001 hold such a certificate while acting as an adm ni strator shal
6002| subject such person to a fine of not |ess than $5,000 or nore
6003| than $10, 000 for each violation.

6004 (2) The administrator shall file with the office

6005 departrent an application for a certificate of authority upon a
6006| formto be adopted by the conm ssion and furnished by the office
6007| departrent, which application shall include or have attached the
6008 follow ng information and docunents:

6009 (a) Al basic organizational docunents of the

6010{ adm nistrator, such as the articles of incorporation, articles
6011 of association, partnership agreenent, trade nane certificate,
6012| trust agreenent, sharehol der agreenent, and ot her applicable
6013| docunents, and all anmendnments to those docunents.

6014 (b) The bylaws, rules, and regulations or simlar

6015| docunents regul ating the conduct or the internal affairs of the
6016/ adm ni strator.

6017 (c) The nanes, addresses, official positions, and

6018 professional qualifications of the individuals who are

6019 responsible for the conduct of the affairs of the adm nistrator,
6020 including all nenbers of the board of directors, board of

6021| trustees, executive commttee, or other governing board or
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6022 committee, the principal officers in the case of a corporation,
6023| the partners or nenbers in the case of a partnership or

6024| associ ation, and any ot her person who exercises control or

6025 influence over the affairs of the adm nistrator.

6026 (d) Annual statenents or reports for the 3 nobst recent
6027 years, or such other information as the office departient may
6028 require in order to review the current financial condition of
6029 the applicant.

6030 (e) If the applicant is not currently acting as an

6031 adm nistrator, a statenment of the anmpbunts and sources of the
6032 funds avail able for organi zati on expenses and the proposed

6033| arrangenents for reinbursenent and conpensation of incorporators
6034 or other principals.

6035 (3) The applicant shall nake avail able for inspection by
6036 the office departrent copies of all contracts with insurers or
6037 other persons utilizing the services of the adm nistrator.

6038 (4) The office departwent shall not issue a certificate of
6039 authority if it determ nes that the adm nistrator or any

6040| principal thereof is not conpetent, trustworthy, financially
6041| responsible, or of good personal and business reputation or has
6042 had an insurance |license denied for cause by any state.

6043 (5 Acertificate of authority issued under this section
6044 shall remain valid, unless suspended or revoked by the office
6045| departrent, so long as the certificatehol der continues in

6046| business in this state.

6047 (6) A certificate of authority issued under this section
6048 shall indicate that the adm nistrator is authorized to

6049( admnmi ni ster comerci al self-insurance funds or life and health
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6050 progranms or both, except that a certificate of authority issued
6051 prior to Cctober 1, 1988, does not authorize the adm nistration

6052 of commercial sel f-insurance funds.

6053 Section 130. Section 626.8809, Florida Statutes, is
6054 anended to read:
6055 626. 8809 Fidelity bond.--An adm nistrator shall have and

6056 keep in full force and effect a fidelity bond equal to at | east
6057 10 percent of the amount of the funds handl ed or nanaged

6058| annually by the adm nistrator. However, the office departrent

6059| may not require a bond greater than $500, 000 unless the office
6060 departrent, after due notice to all interested parties and

6061 opportunity for hearing and after consideration of the record,

6062| requires an anmount in excess of $500,000 but not nore than 10

6063| percent of the anpbunt of the funds handl ed or managed annual ly
6064 by the adm nistrator.

6065 Section 131. Section 626.8814, Florida Statutes, is
6066 anended to read:
6067 626. 8814 Di sclosure of ownership or affiliation.--Each

6068| adm nistrator shall identify to the office departrent any

6069| ownership interest or affiliation of any kind with any insurance
6070 conpany responsi ble for providing benefits directly or through
6071 reinsurance to any plan for which the adm ni strator provides
6072| adm ni strative services.

6073 Section 132. Subsection (2) of section 626.884, Florida
6074| Statutes, is anended to read:

6075 626. 884 Muai ntenance of records by adm nistrator; access;
6076/ confidentiality.--
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6077 (2) The office departwent shall have access to books and

6078| records mmintained by the adm nistrator for the purpose of

6079 exam nation, audit, and inspection. Information contained in
6080| such books and records is confidential and exenpt fromthe

6081 provisions of s. 119.07(1) if the disclosure of such information
6082 woul d reveal a trade secret as defined in s. 688.002. However,
6083| the office departmwent may use such information in any proceedi ng
6084 instituted against the adm nistrator.

6085 Section 133. Subsections (1) and (3) of section 626. 89,
6086| Florida Statutes, are anended to read:

6087 626.89 Annual financial statenment and filing fee; notice
6088| of change of ownership.--

6089 (1) Each authorized adm nistrator shall file with the

6090| office departwent a full and true statenent of its financial

6091| condition, transactions, and affairs. The statenent shall be
6092 filed annually on or before March 1 or within such extension of
6093 time therefor as the office departwent for good cause may have
6094 granted and shall be for the precedi ng cal endar year. The

6095 statement shall be in such formand contain such matters as the
6096 conm ssion departhent prescribes and shall be verified by at
6097| least two officers of such adm nistrator.

6098 (3) In addition, the adm nistrator shall inmmediately
6099 notify the office departrent of any material change in its
6100| owner shi p.

6101 Section 134. Section 626.891, Florida Statutes, is anended
6102 to read:
6103 626. 891 G ounds for suspension or revocation of

6104 certificate of authority.--
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6105 (1) The certificate of authority of an adm ni strator shall
6106 be suspended or revoked if the office departrent determ nes that
6107| the adm nistrator:

6108 (a) Is in an unsound financial condition;

6109 (b) Has used or is using such nethods or practices in the
6110| conduct of its business so as to render its further transaction
6111 of business in this state hazardous or injurious to insured

6112 persons or the public; or

6113 (c) Has failed to pay any judgnent rendered against it in
6114 this state within 60 days after the judgnent has becone final.
6115 (2) The office departwent may, in its discretion, suspend
6116 or revoke the certificate of authority of an admnistrator if it
6117| finds that the adm nistrator:

6118 (a) Has violated any |awful rule or order of the

6119| conmi ssion or office departwent or any provision of this

6120 chapter;

6121 (b) Has refused to be examned or to produce its accounts,

6122 records, and files for exam nation, or if any of its officers
6123| has refused to give information with respect to its affairs or
6124| has refused to performany other |egal obligation as to such
6125 exam nation, when required by the of fice departsent;

6126 (c) Has, without just cause, refused to pay proper clains
6127 or perform services arising under its contracts or has, wthout
6128| just cause, conpelled insured persons to accept |ess than the
6129 anount due themor to enploy attorneys or bring suit against the
6130 admi nistrator to secure full paynment or settlenment of such

6131| cl ai ns;
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6132 (d) Is or was affiliated with and under the sane general
6133 managenent or interlocking directorate or ownership as another
6134| adm ni strator which transacts business in this state w thout
6135/ having a certificate of authority;

6136 (e) At any time fails to neet any qualification for which
6137| issuance of the certificate could have been refused had such
6138 failure then existed and been known to the office departrent;
6139 (f) Has been convicted of, or has entered a plea of guilty
6140\ or nolo contendere to, a felony relating to the business of

6141| i nsurance or insurance adm nistration in this state or in any
6142 other state without regard to whether adjudication was w thhel d;
6143| or

6144 (g) Is under suspension or revocation in another state.
6145 (3) The office departwent may, pursuant to s. 120.60, in
6146| its discretion and w thout advance notice or hearing thereon,
6147 i nmmediately suspend the certificate of any adm nistrator if it
6148 finds that one or nore of the follow ng circunstances exist:
6149 (a) The admnistrator is insolvent or inpaired.

6150 (b) The fidelity bond required by s. 626.8809 is not

6151| rmai nt ai ned.

6152 (c) A proceeding for receivership, conservatorshinp,

6153| rehabilitation, or other delinquency proceeding regarding the
6154 adm nistrator has been commenced in any state.

6155 (d) The financial condition or business practices of the
6156 adm nistrator otherw se pose an inmnent threat to the public

6157 health, safety, or welfare of the residents of this state.
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6158 (4) The violation of this part by any insurer shall be a
6159( ground for suspension or revocation of the certificate of

6160 authority of that insurer in this state.

6161 Section 135. Section 626.892, Florida Statutes, is anmended
6162 to read:
6163 626. 892 Order of suspension or revocation of certificate

6164 of authority; notice.--

6165 (1) The suspension or revocation of a certificate of

6166| authority of an admnistrator shall be effected by order of the
6167 office departrent mailed to the adm nistrator by registered or
6168| certified mail.

6169 (2) Inits discretion, the office department nmay cause
6170 notice of any such revocation or suspension to be published in
6171| one or nore newspapers of general circulation published in this
6172| state.

6173 Section 136. Subsections (1), (3), and (4) of section

6174| 626.894, Florida Statutes, are anmended to read:

6175 626.894 Administrative fine in Iieu of suspension or

6176 revocation.--

6177 (1) If the office departwent finds that one or nore

6178 grounds exist for the suspension or revocation of a certificate
6179| of authority issued under this part, the office departnent nay,
6180 in lieu of such suspension or revocation, inpose a fine upon the
6181 adm ni strator.

6182 (3) Wth respect to any knowing and willful violation of a
6183 | awful order or rule of the office or conm ssion departrent or a
6184 provision of this part, the office departrent may i npose a fine

6185/ upon the administrator in an anopunt not to exceed $5, 000 for
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6186 each such violation. 1In no event may such fine exceed an

6187| aggregate amount of $25,000 for all knowi ng and willful

6188 violations arising out of the sane action. In addition to such
6189 fine, the adm nistrator shall make restitution when due in

6190 accordance with the provisions of subsection (2).

6191 (4) The failure of an adm nistrator to nake restitution
6192 when due as required under this section constitutes a wllful
6193 violation of this part. However, if an admnistrator in good
6194| faith is uncertain as to whether any restitution is due or as to
6195/ the amount of restitution due, it shall pronptly notify the
6196 office departwent of the circunstances; and the failure to make
6197| restitution pending a determ nation of whether restitution is
6198 due or the anpbunt of restitution due will not constitute a

6199| violation of this part.

6200 Section 137. Section 626.895, Florida Statutes, is anended
6201| to read:

6202 626.895 Definition of "service conpany” or "service

6203| agent".--For the purpose of this part, a "service conpany” is

6204| any business entity which has net all the requirenents of ss.
6205| 626.895-626.899, which does not control funds, and which has
6206 obtained office departrwent approval to contract with self-

6207 insurers or nultiple-enployer welfare arrangenents for the

6208 purpose of providing all or any part of the services necessary
6209| to establish and nmaintain a nultiple-enployer welfare

6210 arrangenent as defined in s. 624.437(1). The term "service
6211 agent" is synonynmous with the term"service conpany” as used in
6212 this part.
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6213 Section 138. Subsection (3) of section 626.896, Florida
6214| Statutes, is anmended to read:

6215 626.896 Servicing requirenments for self-insurers and

6216| nulti pl e-enpl oyer wel fare arrangenents. - -

6217 (3) It is the responsibility of the self-insurer or

6218 multi pl e-enpl oyer wel fare arrangenent to notify the office

6219| departrent within 90 days of changing its nmethod of fulfilling
6220 its servicing requirenents fromthose which were previously

6221| filed with the office departnent.

6222 Section 139. Subsection (2) of section 626.897, Florida
6223| Statutes, is anended to read:

6224 626. 897 Application for authorization to act as service
6225 conpany; bond. - -

6226 (2) Any business desiring to act as a service conpany for
6227( i ndividual self-insurers or nultiple-enployer welfare

6228 arrangenments shall be approved by the office departnent. Any
6229| business acting as a service conpany prior to Cctober 1, 1983,
6230{ wi |l be approved as a service conpany upon conplying with the
6231 filing requirenents of this section and s. 626.898. The failure
6232 of any person to obtain such approval while acting as a service
6233| conpany shall subject such person to a fine of not |ess than
6234 $5,000 or nore than $10,000 for each viol ation.

6235 Section 140. Subsections (3) and (10) of section 626. 898,
6236 Florida Statutes, are anmended to read:

6237 626. 898 Requirenents for retaining authorization as

6238| service conpany; recertification.--

6239 (3)(a) Each service conpany shall maintain at one or nore

6240 | ocations within this state copies of all contracts with each
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6241| self-insurer or nultiple-enployer welfare arrangenent that it
6242 services and records relating thereto which are sufficient in
6243 type and quantity to verify the accuracy and conpl et eness of all
6244| reports and docunents submtted to the office departient

6245| pursuant to this part. In the event that the service conpany has
6246 its records distributed in nultiple locations, it shall inform
6247 the office departrent as to the location of each type of record,
6248 as well as the location of specific records for the self-

6249| insurers or multiple-enployer welfare arrangenents it services.
6250 (b) These records shall be open to inspection by

6251| representatives of the office departrent during regul ar business
6252 hours. Al records shall be retained according to the schedul e
6253| adopted by the conm ssion departnent for simlar docunents. The
6254 | ocation of these records shall be made known to the office

6255| department as necessary.

6256 (10) Each service conpany shall identify to the office
6257| departrent any ownership interest or affiliation of any kind

6258 w th any insurance conpany responsible directly or through

6259| reinsurance for providing benefits to any plan for which it

6260 provi des services.

6261 Section 141. Section 626.899, Florida Statutes, is anended
6262 to read:
6263 626. 899 Wthdrawal of authorization as service

6264| conpany.--The failure to conply with any provision of ss.

6265| 626.895-626.899 or with any rule or any order of the conm ssion
6266 or office departrent within the time prescribed shall be

6267| consi dered good cause for withdrawal of the certificate of

6268 approval. The office departwent shall by registered or
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6269 certified mail give to the service conpany prior witten notice
6270 of such withdrawal. The service conpany shall have 30 days from
6271 the date of mailing to request a hearing. The failure to

6272| request a hearing within the tinme prescribed shall result in the
6273 w thdrawal becom ng effective 45 days fromthe date of mailing
6274 of the original notice. 1In no event shall the w thdrawal of the
6275 certificate of approval be effective prior to the date upon

6276 which a hearing, if requested, is scheduled. Copies of such
6277| notice of wthdrawal of a certificate of approval shall be

6278 furnished by the office departnent to each self-funded program
6279| servi ced.

6280 Section 142. Subsection (4) of section 626.901, Florida

6281 Statutes, is anended to read:

6282 626. 901 Representing or aiding unauthorized insurer

6283 prohi bited.--

6284 (4) This section does not apply to:

6285 (a) WMatters authorized to be done by the office departrent

6286 under the Unauthorized Insurers Process Law, ss. 626. 904-
6287| 626.912.

6288 (b) Surplus lines insurance when witten pursuant to the
6289( Surplus Lines Law, ss. 626.913-626.937.
6290 (c) Transactions as to which a certificate of authority is

6291 not required of an insurer, as stated in s. 624.402.

6292 (d) Independently procured coverage witten pursuant to s.
6293| 626. 938.
6294 Section 143. Section 626.906, Florida Statutes, is anended

6295 to read:
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6296 626. 906 Acts constituting Chief Financial Oficer
6297| Hasurance—Comm-ssioner—and—Treasurer as process agent.--Any of

6298 the following acts in this state, effected by mail or otherw se,

6299| by an unauthorized foreign insurer, alien insurer, or person
6300 representing or aiding such an insurer is equivalent to and
6301 shall constitute an appoi ntnment by such insurer or person
6302 representing or aiding such insurer of the Chief Financial
6303 O ficer lnasurance Comm-ssioner—andTreasurer—and-his—or—her
6304| sueccessor—or—successors—+tnoffiece to be its true and | awful
6305 attorney, upon whom nmay be served all |awful process in any

6306 action, suit, or proceeding instituted by or on behalf of an
6307 insured or beneficiary, arising out of any such contract of
6308| i nsurance; and any such act shall be signification of the

6309| insurer's or person's agreenent that such service of process is
6310 of the sane legal force and validity as personal service of
6311 process in this state upon such insurer or person representing
6312| or aiding such insurer:

6313 (1) The issuance or delivery of contracts of insurance to
6314| residents of this state or to corporations authorized to do
6315| business therein;

6316 (2) The solicitation of applications for such contracts;
6317 (3) The collection of prem uns, nenbership fees,

6318| assessnents, or other considerations for such contracts; or
6319 (4) Any other transaction of insurance.

6320 Section 144. Subsection (1) of section 626.907, Florida
6321| Statutes, is anended to read:

6322 626. 907 Service of process; judgnent by default.--
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6323 (1) Service of process upon an insurer or person

6324 representing or aiding such insurer pursuant to s. 626.906 shall
6325 be nade by delivering to and |eaving with the Chief Financi al
6326| O ficer Hhsurance—Comm-ssioner—anhd—Treasurer Or sone person in
6327 apparent charge of his or her office two copies thereof. The
6328| Chief Financial Oficer lasurance Comm-ssioner—and—Treasurer

6329 shall forthwith mail by registered mail one of the copies of

6330 such process to the defendant at the defendant's |ast known

6331| principal place of business and shall keep a record of all

6332| process so served upon himor her. The service of process is
6333| sufficient, provided notice of such service and a copy of the
6334| process are sent within 10 days thereafter by registered mail by
6335 plaintiff or plaintiff's attorney to the defendant at the

6336| defendant's |ast known principal place of business, and the

6337| defendant's receipt, or receipt issued by the post office with
6338 which the letter is registered, showi ng the name of the sender
6339 of the letter and the nanme and address of the person to whomthe
6340 letter is addressed, and the affidavit of the plaintiff or

6341| plaintiff's attorney show ng a conpliance herewth are filed
6342| with the clerk of the court in which the action is pending on or
6343 before the date the defendant is required to appear, or within

6344 such further tinme as the court may all ow.

6345 Section 145. Section 626.909, Florida Statutes, is anended
6346| to read:
6347 626.909 Jurisdiction of office and departnent; service of

6348 process on Secretary of State. --
6349 (1) The Legislature hereby declares that it is a subject

6350 of concern that the purpose of the Unauthorized Insurers Process
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6351 Law as expressed in s. 626.905 may be denied by the possibility
6352 that the right of service of process provided for in that |aw
6353 may be restricted only to those actions, suits, or proceedings
6354| brought by insureds or beneficiaries. It therefore declares that
6355/ it is the intent of s. 626.905 that it is the obligation and
6356 duty of the state to protect its residents and al so proceed

6357| under this law through the office or departnment in the courts of
6358 this state. It further declares that it is also the intent of
6359| the Legislature to subject unauthorized insurers and persons
6360 representing or aiding such insurers to the jurisdiction of the
6361 office or department in proceedi ngs, exam nations, or hearings
6362 before it as provided for in this code.

6363 (2) In addition to the procedure for service of process on
6364| unauthorized insurers or persons representing or aiding such
6365/ insurers contained in ss. 626.906 and 626.907, the office or
6366 departnent shall have the right to bring any action, suit, or
6367 proceeding in the name of the state or conduct any proceeding,
6368 exam nation, or hearing provided for in this code agai nst any
6369| unauthorized insurer or person representing or aiding such

6370 insurer for violation of any |lawful order of the office or

6371| departnment or any provision of this code, specifically including
6372| but not limted to the regulation of trade practices provided
6373 for in part I X of this chapter, if the insurer or person

6374| representing or aiding such insurer transacts insurance in this
6375| state as defined in ss. 624.10 and 626.906 and the insurer does
6376 not transact such business under a subsisting certificate of
6377| authority as required by s. 624.401. |In the event the

6378 transaction of business is done by mail, the venue of the act is
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6379 at the point where the matter transmtted by nail is delivered
6380| and takes effect.
6381 (3) In addition to the right of action, suit, or

6382| proceedi ng authorized by subsection (2), the office or

6383| departnent shall have the right to bring a civil action in the
6384 name of the state, as parens patriae on behalf of any insured,
6385| beneficiary of any insured, claimnt or dependent, or any other
6386 person or class of persons injured as a result of the

6387| transaction of any insurance business as defined in s. 626.906
6388 by any unauthorized insurer, as defined in s. 624.09 who is al so
6389 an ineligible insurer as set forth in ss. 626.917 and 626. 918,
6390 or any person who represents or aids any unauthorized insurer,
6391 in violation of s. 626.901, to recover actual damages on behal f
6392 of individuals who were residents at the tinme the transaction
6393| occurred and the cost of such suit, including a reasonable

6394| attorney's fee. The court shall exclude fromthe anmount of

6395| nonetary relief awarded in such action any anount of nonetary
6396 relief which duplicates amobunts which have been awarded for the
6397| sane injury.

6398 (4) Transaction of business in this state, as so defined,
6399 by any unauthorized insurer or person representing or aiding
6400 such insurer shall be deened consent by the insurer or person
6401 representing or aiding such insurer to the jurisdiction of the
6402| office or departnent in proceedi ngs, exam nations, and hearings
6403| before it as provided for in this code and shall constitute an
6404/ irrevocabl e appoi ntnent by the insurer or person representing or
6405( ai ding such insurer of the Secretary of State and his or her

6406 successor or successors in office as its true and | awf ul
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6407 attorney upon whom may be served all |awful process in any

6408 action, suit, or proceeding in any court by the office or

6409 departnent or by the state and upon whom may be served all

6410| notices and orders of the office or departnent arising out of
6411| any such transaction of business; and such transaction of

6412 business shall constitute the agreenment of the insurer or person
6413| representing or aiding such insurer that any such process

6414 against it or any such notice or order which is so served shall
6415| be of the sane legal force and validity as if served personally
6416) within this state on the insurer or person representing or

6417( ai ding such insurer. Service of process shall be in accordance
6418/ with and in the sanme manner as now provi ded for service of

6419 process upon nonresidents under the provision of s. 48.161, and
6420| service of process shall also be valid if nmade as provided in s.
6421| 626.907(2).

6422 (5 No plaintiff shall be entitled to a judgnent by

6423| default or a decree pro confesso under this section until the
6424 expiration of 30 days after date of the filing of the affidavit
6425| of conpli ance.

6426 (6) Nothing in this section shall limt or abridge the
6427 right to serve any process, notice, orders, or demand upon the
6428 i nsurer or person representing or aiding such insurer in any
6429 ot her manner now or hereafter permtted by |aw

6430 (7) Nothing in this section shall apply as to surplus
6431| lines insurance when witten pursuant to the Surplus Lines Law,
6432| ss. 626.913-626.937, or as to transactions as to which a

6433| certificate of authority is not required of the insurer, as
6434| stated in s. 624.402.
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6435 Section 146. Section 626.910, Florida Statutes, is anended
6436| to read:
6437 626.910 Penalty for violation by unauthorized insurers and

6438| persons representing or aiding such insurers.--Any unauthorized
6439| insurer or person representing or aiding such insurer

6440 transacting insurance in this state and subject to service of
6441 process as referred to in s. 626.909 shall forfeit and pay to
6442| the state a civil penalty of not nore than $1,000 for each

6443 nonwi I | ful violation, or not nore than $10, 000 for each wi |l ful
6444| violation, of any lawful order of the office or departnent or

6445 any provi sion of this code.

6446 Section 147. Section 626.912, Florida Statutes, is anended
6447 to read:
6448 626. 912 Exenptions fromss. 626.904-626.911. -- The

6449| provisions of ss. 626.904-626.911 do not apply to any acti on,
6450 suit, or proceedi ng agai nst any unaut horized foreign insurer,
6451 alien insurer, or person representing or aiding such an insurer
6452( arising out of any contract of insurance:

6453 (1) Covering reinsurance, wet marine and transportation,
6454 commercial aircraft, or railway insurance risks;

6455 (2) Against legal liability arising out of the ownership,
6456 operation, or mai ntenance of any property having a permanent
6457| situs outside this state;

6458 (3) Against |oss of or danage to any property having a
6459 permanent situs outside this state; or

6460 (4) Issued under and in accordance with the Surplus Lines
6461 Law, when such insurer or person representing or aiding such

6462 insurer enters a general appearance or when such contract of
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6463| i nsurance contains a provision designating the Chief Financial
6464| O ficer lnsurance Conm-ssioner—andTreasurer—and-his—orher

6465 successor—or—successors—+n office or designating a Florida

6466| resident agent to be the true and | awful attorney of such

6467| unaut horized insurer or person representing or aiding such

6468( i nsurer upon whom may be served all |awful process in any

6469| action, suit, or proceeding instituted by or on behalf of an
6470 i nsured or person representing or aiding such insurer or

6471| beneficiary arising out of any such contract of insurance; and
6472| service of process effected on such Chief Financial Oficer
6473  basurance Conm-sshoner—andTreasurer—hi-sor her successor—or
6474| sueccessors—+hoffice or such resident agent shall be deened to

6475 confer conplete jurisdiction over such unauthorized insurer or

6476| person representing or aiding such insurer in such action.

6477 Section 148. Subsection (2) of section 626.914, Florida
6478 Statutes, is anended to read:

6479 626.914 Definitions.--As used in this Surplus Lines Law,
6480| the term

6481 (2) "Eligible surplus lines insurer" nmeans an unauthori zed

6482| insurer which has been nmade eligible by the office departrent to

6483 issue insurance coverage under this Surplus Lines Law.

6484 Section 149. Subsections (1) and (2) of section 626.916,
6485/ Florida Statutes, are anended to read:

6486 626.916 Eligibility for export. --

6487 (1) No insurance coverage shall be eligible for export

6488 unless it neets all of the follow ng conditions:
6489 (a) The full amount of insurance required nust not be

6490 procurable, after a diligent effort has been made by the
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6491| producing agent to do so, fromanong the insurers authorized to
6492 transact and actually witing that kind and class of insurance
6493 in this state, and the anobunt of insurance exported shall be
6494| only the excess over the anpbunt so procurable from authorized
6495| insurers. Surplus lines agents nust verify that a diligent

6496 effort has been made by requiring a properly docunented

6497| statenent of diligent effort fromthe retail or produci ng agent.
6498 However, to be in conpliance with the diligent effort

6499| requirenent, the surplus lines agent's reliance nust be

6500| reasonabl e under the particular circunstances surrounding the
6501| export of that particular risk. Reasonabl eness shall be assessed
6502 by taking into account factors which include, but are not

6503 limted to, a regularly conducted program of verification of the
6504| information provided by the retail or produci ng agent.

6505/ Declinations nust be docunented on a risk-by-risk basis. If it
6506 is not possible to obtain the full armount of insurance required
6507| by layering the risk, it is permssible to export the ful

6508| anount.

6509 (b) The premumrate at which the coverage is exported
6510 shall not be lower than that rate applicable, if any, in actual
6511 and current use by a majority of the authorized insurers for the
6512| sanme coverage on a simlar risk

6513 (c) The policy or contract form under which the insurance
6514| is exported shall not be nore favorable to the insured as to the
6515 coverage or rate than under simlar contracts on file and in
6516 actual current use in this state by the mgjority of authorized
6517 insurers actually witing simlar coverages on simlar risks;

6518 except that a coverage may be exported under a uni que form of
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6519 policy designed for use with respect to a particul ar subject of
6520| insurance if a copy of such formis filed wwth the office

6521| departrent by the surplus lines agent desiring to use the sane
6522| and is subject to the disapproval of the office departwent

6523 within 10 days of filing such form exclusive of Saturdays,

6524 Sundays, and legal holidays if it finds that the use of such
6525| special formis not reasonably necessary for the principal

6526 purposes of the coverage or that its use would be contrary to
6527| the purposes of this Surplus Lines Law with respect to the

6528| reasonable protection of authorized insurers from unwarranted
6529 conpetition by unauthorized insurers.

6530 (d) Except as to extended coverage in connection with fire
6531| i nsurance policies and except as to wi ndstorminsurance, the
6532| policy or contract under which the insurance is exported shall
6533| not provide for deductible anmounts, in determ ning the existence
6534 or extent of the insurer's liability, other than those avail able
6535/ under simlar policies or contracts in actual and current use by
6536/ one or nore authorized insurers.

6537 (2) The conm ssion departrent may by rule rules—and

6538| regulations declare eligible for export generally, and

6539 notw t hstandi ng the provisions of paragraphs (a), (b), (c), and

6540 (d) of subsection (1), any class or classes of insurance

6541 coverage or risk for which it finds, after a hearing, that there
6542| is no reasonabl e or adequate market anong authorized insurers.
6543 Any such rul es and—+regulations shall continue in effect during
6544 the existence of the conditions upon which predicated, but

6545| subject to term nation by the conm ssion departrent.
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6546 Section 150. Subsection (1) of section 626.917, Florida
6547| Statutes, is anmended to read:
6548 626.917 Eligibility for export; wet nmarine and

6549| transportation, aviation risks.--

6550 (1) Insurance coverage of wet marine and transportation
6551| risks, as defined in this code in s. 624.607(2), or aviation
6552| risks, including airport and products liability incidental

6553| thereto and hangarkeeper's liability, may be exported under the

6554| follow ng conditions:

6555 (a) The insurance nust be placed only by or through a
6556 |icensed Florida surplus lines agent; and
6557 (b) The insurer nust be one nade eligible by the office

6558| departrent specifically for such coverages, based upon
6559| information furnished by the insurer and indicating that the

6560 insurer is well able to neet its financial obligations.

6561 Section 151. Section 626.918, Florida Statutes, is anended
6562| to read:

6563 626.918 Eligible surplus lines insurers.--

6564 (1) No surplus lines agent shall place any coverage with

6565/ any unaut horized insurer which is not then an eligible surplus

6566 |ines insurer, except as pernmtted under subsections (5) and
6567| (6).
6568 (2) No unauthorized insurer shall be or beconme an eligible

6569| surplus lines insurer unless made eligible by the office
6570| departwent in accordance with the follow ng conditions:
6571 (a) Eligibility of the insurer nust be requested in
6572 witing by the Florida Surplus Lines Service Ofice;
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6573 (b) The insurer nust be currently an authorized insurer in
6574 the state or country of its domcile as to the kind or kinds of
6575 i nsurance proposed to be so placed and nust have been such an
6576| insurer for not |ess than the 3 years next preceding or nust be
6577 the wholly owned subsidiary of such authorized insurer or nust
6578 be the wholly owned subsidiary of an already eligible surplus
6579 lines insurer as to the kind or kinds of insurance proposed for
6580 a period of not |ess than the 3 years next precedi ng. However,
6581 the office departrent nay wai ve the 3-year requirenent if the
6582| insurer provides a product or service not readily available to
6583 the consuners of this state or has operated successfully for a
6584 period of at |least 1 year next preceding and has capital and
6585| surplus of not less than $25 mllion;

6586 (c) Before granting eligibility, the requesting surplus
6587 |ines agent or the insurer shall furnish the office departrent
6588 with a duly authenticated copy of its current annual financi al
6589 statenent in the English | anguage and with all nonetary val ues
6590 therein expressed in United States dollars, at an exchange rate
6591| (in the case of statenments originally nmade in the currencies of
6592 other countries) then-current and shown in the statenent, and
6593 with such additional information relative to the insurer as the
6594| office departrwent may request;

6595 (d)1. The insurer nust have and maintain surplus as to
6596| policyholders of not Iess than $15 million; in addition, an

6597 alien insurer nmust also have and maintain in the United States a

6598 trust fund for the protection of all its policyholders in the
6599| United States under terns deened by the office departrent to be
6600| reasonably adequate, in an anount not less than $5.4 mllion.
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6628 h. On Decenber 31, 2001, and until Decenber 30, 2002, $11
6629 mllion.
6630 i. On Decenber 31, 2002, and until Decenber 30, 2003, $13
6631f mllion.
6632 j. On Decenber 31, 2003, and thereafter, $15 mlli on.
6633 3. The capital and surplus requirenments as set forth in

6634| subparagraph 2. do not apply in the case of an insurance

6635 exchange created by the | aws of individual states, where the
6636| exchange nmai ntains capital and surplus pursuant to the

6637| requirenents of that state, or maintains capital and surplus in
6638 an amount not |less than $50 mllion in the aggregate. For an
6639| i nsurance exchange which maintains funds in the anmount of at
6640 |east $12 nmillion for the protection of all insurance exchange
6641| policyhol ders, each individual syndicate shall maintain mninmm
6642| capital and surplus in an anpunt not less than $3 mllion. If
6643| the insurance exchange does not maintain funds in the anmount of
6644| at |least $12 million for the protection of all insurance

6645 exchange policyhol ders, each individual syndicate shall neet the
6646 m ni mum capital and surplus requirenents set forth in

6647| subparagraph 2.;

6648 4. A surplus lines insurer which is a nenber of an

6649| insurance hol ding conpany that includes a nenber which is a

6650 Fl orida donestic insurer as set forth in its hol di ng conpany
6651| registration statenent, as set forth in s. 628.801 and rul es
6652 adopted thereunder, may elect to maintain surplus as to

6653| policyholders in an anount equal to the requirenments of s.

6654| 624.408, subject to the requirenent that the surplus |lines
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6655 insurer shall at all tines be in conpliance with the
6656| requirements of chapter 625.

6657
6658
6659 The el ection shall be submtted to the office departrent and
6660 shall be effective upon the office's departwent—s being

6661| satisfied that the requirenents of subparagraph 4. have been
6662 nmet. The initial date of election shall be the date of office
6663| department approval. The el ection approval application shall be
6664 on a form adopted by conm ssi on departrent rule. The office
6665 departrent nay approve an el ection formsubmtted pursuant to

6666 subparagraph 4. only if it was on file with the forner

6667 Departnent of |nsurance before February 28, 1998;

6668 (e) The insurer nust be of good reputation as to the
6669 providing of service to its policyholders and the paynent of
6670| | osses and cl ai mrs;

6671 (f) The insurer nust be eligible, as for authority to
6672 transact insurance in this state, under s. 624.404(3); and
6673 (g) This subsection does not apply as to unauthorized
6674| insurers nmade eligible under s. 626.917 as to wet marine and
6675 aviation risks.

6676 (3) The office departwent shall fromtinme to tinme publish
6677 a list of all currently eligible surplus lines insurers and
6678| shall mail a copy thereof to each licensed surplus |ines agent
6679 at his or her office of record with the office departrent.
6680 (4) This section shall not be deenmed to cast upon the
6681| office departwent any duty or responsibility to determ ne the

6682 actual financial condition or clains practices of any
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6683 unauthorized insurer; and the status of eligibility, if granted
6684 by the office departrent, shall indicate only that the insurer
6685 appears to be sound financially and to have satisfactory clains
6686| practices and that the office departnent has no credible

6687| evidence to the contrary.

6688 (5) Wen it appears that any particular insurance risk
6689 which is eligible for export, but on which insurance coverage,
6690 in whole or in part, is not procurable fromthe eligible surplus
6691| lines insurers, after a search of eligible surplus |ines

6692| insurers, then the surplus lines agent may file a suppl enental
6693| signed statenent setting forth such facts and advising the

6694| office departwent that such part of the risk as shall be

6695 unprocurable, as aforesaid, is being placed with named

6696| unaut horized insurers, in the anmounts and percentages set forth
6697| in the statenent. Such naned unauthorized insurer shall

6698 however, before accepting any risk in this state, deposit with

6699 the departnent cash or securities acceptable to the office and

6700 departnent of the nmarket val ue of $50,000 for each individua
6701| risk, contract, or certificate, which deposit shall be held by
6702 the departnment for the benefit of Florida policyholders only;
6703 and the surplus lines agent shall procure from such unauthorized
6704 insurer and file with the office departrnent a certified copy of
6705/ its statement of condition as of the close of the |ast cal endar
6706| year. |If such statenent reveals, including both capital and
6707| surplus, net assets of at |east that anobunt required for

6708 |icensure of a donestic insurer, then the surplus |lines agent
6709 may proceed to consummate such contract of insurance. Wenever

6710 any insurance risk, or any part thereof, is placed with an

Page 242 of 756
CODING: Words stricken are deletions; words underlined are additions.



F L ORI DA H O U S E O F R EPRESENTATI V E S

O
HB 1337 2003
cs

6711 wunaut hori zed insurer, as provided herein, the policy, binder, or
6712 cover note shall contain a statenent signed by the insured and
6713 the agent with the followi ng notation: "The insured is aware
6714| that certain insurers participating in this risk have not been
6715| approved to transact business in Florida nor have they been

6716 declared eligible as surplus lines insurers by the Ofice of

6717| | nsurance Regul ati on Departrent—of tnsurance of Florida. The

6718/ pl acing of such insurance by a duly licensed surplus |lines agent

6719| in Florida shall not be construed as approval of such insurer by

6720f the O fice of Insurance Regul ati on Departrent—ef—tnsurance of

6721 Florida. Consequently, the insured is aware that the insured

6722| has severely limted the assistance avail abl e under the

6723| insurance |laws of Florida. The insured is further aware that he
6724 or she may be charged a reasonabl e per policy fee, as provided
6725 in s. 626.916(4), Florida Statutes, for each policy certified
6726 for export.” Al other provisions of this code shall apply to
6727 such placenent the sane as if such risks were placed with an
6728 eligible surplus lines insurer.

6729 (6) Wien any particular insurance risk subject to

6730 subsection (5) is eligible for placenent with an unauthori zed
6731 insurer and not nore than 12.5 percent of the risk is so

6732| subject, the office Departnent—oftnsurance nay, at its

6733| discretion, permt the agent to obtain fromthe insured a signed
6734| statenent as indicated in subsection (5). Al other provisions
6735 of this code apply to such placenent the sanme as if such risks
6736 were placed with an eligible surplus lines insurer.

6737 Section 152. Section 626.919, Florida Statutes, is anended
6738| to read:
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6739 626.919 Wthdrawal of eligibility; surplus lines
6740( insurer.--
6741 (1) If at any tinme the office departrnent has reason to

6742| believe that any unauthorized insurer then on the list of

6743| eligible surplus lines insurers is insolvent or in unsound

6744 financial condition, or does not nake reasonabl e pronpt paynent
6745 of just losses and clains in this state, or that it is no |onger
6746 eligible under the conditions therefor provided in s. 626.918,
6747 it shall withdraw the eligibility of the insurer to insure

6748 surplus lines risks in this state.

6749 (2) If the office departwent finds that an insurer

6750 currently eligible as a surplus lines insurer has willfully

6751| violated the laws of this state or a rule of the conm ssion
6752| departhent, it may, in its discretion, withdraw the eligibility
6753 of the insurer to insure surplus lines risks in this state.

6754 (3) The office departwent shall pronptly mail notice of
6755 all such withdrawals of eligibility to each surplus |ines agent

6756 at his or her address of record with the departnent.

6757 Section 153. Subsection (8) of section 626.921, Florida
6758| Statutes, is anended to read:

6759 626.921 Florida Surplus Lines Service Ofice.--

6760 (8)(a) Information furnished to the departnent under s.

6761 626.923 or contained in the records subject to exam nation by
6762| the departnent under s. 626.930 is confidential and exenpt from
6763 the provisions of s. 119.07(1) and s. 24(a), Art. | of the State
6764| Constitution if the disclosure of the information would reveal

6765 information specific to a particular policy or policyhol der.
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6766 The exenption does not apply to any proceeding instituted by the
6767 departnent or office against an agent or insurer.

6768 (b) Information furnished to the Florida Surplus Lines
6769| Service Ofice under the Surplus Lines Lawis confidential and
6770 exenpt fromthe provisions of s. 119.07(1) and s. 24(a), Art. |
6771 of the State Constitution if the disclosure of the information
6772 would reveal information specific to a particular policy or

6773| policyholder. This exenption does not prevent the disclosure of
6774 any information by the Florida Surplus Lines Service Ofice to
6775 the departnent, but the exenption applies to records obtai ned by
6776 the departnent fromthe Florida Surplus Lines Service Ofice.
6777| The exenption does not apply to any proceeding instituted by the
6778 departnent or office against an agent or insurer. This paragraph
6779 is subject to the OQpen Governnent Sunset Review Act of 1995 in
6780 accordance with s. 119.15, and shall stand repeal ed on October
6781 2, 2006, unless reviewed and saved fromrepeal through

6782 reenactnment by the Legislature.

6783 Section 154. Subsection (5) of section 626.931, Florida
6784 Statutes, is anended to read:
6785 626. 931 Agent affidavit and insurer reporting

6786 requirenents.--
6787 (5 The departnent may Hasurance—Comm-ssi-oner—shall—have

6788| the—authority—to waive the filing requirenents described in
6789| subsections(3) and (4).

6790 Section 155. Subsections (2) and (5) of section 626.932,
6791 Florida Statutes, are amended to read:
6792 626.932 Surplus lines tax. --
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6793 (2)(a) The surplus lines agent shall nake payable to the
6794| departnent ef—tnsurance the tax related to each cal endar

6795 quarter's business as reported to the Florida Surplus Lines
6796| Service Ofice, and remt the tax to the Florida Surplus Lines
6797 Service Ofice at the same tinme as provided for the filing of
6798 the quarterly affidavit, under s. 626.931. The Florida Surplus
6799 Lines Service Ofice shall forward to the departnent the taxes
6800 and any interest collected pursuant to paragraph (b), within 10
6801| days of receipt.

6802 (b) The agent shall pay interest on the anount of any
6803| delinquent tax due, at the rate of 9 percent per year,

6804 conpounded annual ly, beginning the day the anmount becones

6805 del i nquent.

6806 (5) The departnment shall deposit 55 percent of all taxes
6807| collected under this section to the credit of the Insurance
6808| GConmi-ssioner—s Regulatory Trust Fund. Forty-five percent of all
6809 taxes collected under this section shall be deposited into the
6810/ Ceneral Revenue Fund.

6811 Section 156. Section 626.936, Florida Statutes, is anmended
6812 to read:
6813 626.936 Failure to file reports or pay tax or service fee;

6814 adm nistrative penalty.--

6815 (1) Any licensed surplus |lines agent who neglects to file
6816/ a report or an affidavit in the formand within the tine

6817| required or provided for in the Surplus Lines Law may be fined
6818 up to $50 per day for each day the negl ect continues, beginning
6819| the day after the report or affidavit was due until the date the

6820 report or affidavit is received. Al suns collected under this
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6821| section shall be deposited into the |Insurance Comm-ssi-ohrer—s
6822| Regul atory Trust Fund.

6823 (2) Any licensed surplus |ines agent who neglects to pay
6824| the taxes or service fees as required under the Surplus Lines
6825 Law and within the tinme required may be fined up to $500 per day
6826 for each day the failure to pay continues, beginning the day
6827 after the tax or service fees were due. The agent shall pay

6828 interest on the amount of any delinquent tax due, at the rate of
6829| 9 percent per year, conpounded annually, beginning the day the
6830 anount becones deli nquent. The departnent shall deposit all
6831| suns col |l ected under this section into the Insurance

6832 Cowm-ssioner—s Regul atory Trust Fund.

6833 Section 157. Section 626.9361, Florida Statutes, is
6834| anended to read:
6835 626.9361 Failure to file report; admnistrative

6836 penalty.--Any eligible surplus lines insurer who fails to file a
6837 report in the formand wthin the time required or provided for
6838/ in the Surplus Lines Law may be fined up to $500 per day for
6839| each day such failure continues, beginning the day after the
6840 report was due, until the date the report is received. Failure
6841 to file a report may also result in withdrawal of eligibility as
6842 a surplus lines insurer in this state. Al suns collected by the
6843| departnent under this section shall be deposited into the

6844| | nsurance GCemm-ssioner—s Reqgul atory Trust Fund.

6845 Section 158. Subsections (2), (3), and (4) of section
6846 626.937, Florida Statutes, are anended to read:
6847 626. 937 Actions against insurer; service of process. --
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6848 (2) The unauthorized insurer accepting the risk or issuing
6849 the policy shall be deened thereby to have authorized service of
6850 process against it in the manner and to the effect as provided
6851 in this section, and to have appoi nted the Chief Financial

6852| O ficer lnasurance Comm-ssioner—andTreasurer as its agent for

6853| service of process issuing upon any cause of action arising in

6854 this state under any such policy, contract, or insurance.

6855 (3) Each unauthorized insurer requesting eligibility

6856| pursuant to s. 626.918 shall file with the departnent its

6857 appointnment of the Chief Financial Oficer Hhsurance

6858| GComm-ssioner—and—Treasurer—and—his—or—her—successors—+n—office,

6859 on a formas furnished by the departnent, as its attorney to

6860 receive service of all |egal process issued against it in any
6861| civil action or proceeding in this state, and agreeing that

6862| process so served shall be valid and bindi ng upon the insurer.
6863 The appointnment shall be irrevocable, shall bind the insurer and
6864| any successor in interest as to the assets or liabilities of the
6865 insurer, and shall remain in effect as long as there is

6866| outstanding in this state any obligation or liability of the
6867 insurer resulting fromits insurance transactions therein.

6868 (4) At the time of such appointnment of the Chief Financia
6869| O ficer Hhsurance—Comm-ssioner—ahd—Treasurer as its process

6870 agent, the insurer shall file with the departnent designation of

6871| the nane and address of the person to whom process against it
6872| served upon the Chief Financial Oficer lasuranceComm-ssioner
6873| and—reasurer is to be forwarded. The insurer nay change the
6874| designation at any time by a new filing.
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6875 Section 159. Subsections (3) and (7) of section 626.938,
6876/ Florida Statutes, are anended to read:

6877 626. 938 Report and tax of independently procured

6878 coverages. --

6879 (3) For the general support of the governnent of this

6880 state, there is |levied upon the obligation, chose in action, or
6881| right represented by the prem um charged for such insurance a
6882 tax at the rate of 5 percent of the gross anount of such prem um
6883| and a 0.3 percent service fee pursuant to s. 626.9325. The

6884| insured shall w thhold the anount of the tax and service fee
6885 fromthe anount of prem um charged by and ot herw se payable to
6886| the insurer for such insurance. Wthin 30 days after the

6887 i nsurance is procured, continued, or renewed, and sinmultaneously
6888 with the filing of the report provided for in subsection (1)
6889 with the Florida Surplus Lines Service Ofice, the insured shall
6890 make payable to the departnent ef-tnsurance the anount of the
6891| tax and nmake payable to the Florida Surplus Lines Service Ofice
6892| the amobunt of the service fee. The insured shall remt the tax
6893| and the service fee to the Florida Surplus Lines Service Office.
6894 The Florida Surplus Lines Service Ofice shall forward to the
6895 departnent the taxes, and any interest collected pursuant to
6896 subsection (5), within 10 days after receipt.

6897 (7) The departnent shall deposit 55 percent of all taxes
6898 and interest collected under this section to the credit of the
6899| | nsurance Comm-ssioner—s Regulatory Trust Fund. Forty-five

6900 percent of all taxes and interest collected under this section

6901| shall be deposited into the General Revenue Fund.
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6902 Section 160. Section 626.9511, Florida Statutes, is
6903| anended to read:
6904 626. 9511 Definitions.--Wen used in this part:
6905 (1) "Person" neans any individual, corporation,

6906 associ ation, partnership, reciprocal exchange, interinsurer,
6907 Ll oyds insurer, fraternal benefit society, or business trust or

6908 any entity involved in the business of insurance.

6909 - -
6910| state—
6911 (2)3)» "lInsurance policy" or "insurance contract" neans a

6912 witten contract of, or a witten agreenment for or effecting,
6913( insurance, or the certificate thereof, by whatever nane call ed,
6914 and includes all clauses, riders, endorsenents, and papers which
6915| are a part thereof.

6916 Section 161. Paragraphs (h), (o), (w), and (aa) of

6917 subsection (1) of section 626.9541, Florida Statutes, are

6918| anended to read:

6919 626. 9541 Unfair nethods of conpetition and unfair or
6920| deceptive acts or practices defined.--
6921 (1) UNFAIR METHODS OF COWPETI TI ON AND UNFAI R OR DECEPTI VE

6922 ACTS.--The followi ng are defined as unfair nethods of
6923| conpetition and unfair or deceptive acts or practices:

6924 (h) Unlawful rebates. --

6925 1. Except as otherw se expressly provided by law, or in an
6926/ applicable filing with the office departwent, know ngly:

6927 a. Permtting, or offering to nake, or naking, any

6928 contract or agreenment as to such contract other than as plainly

6929 expressed in the insurance contract issued thereon;
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6930 b. Paying, allowing, or giving, or offering to pay, allow,
6931 or give, directly or indirectly, as inducenment to such insurance
6932 contract, any unlawful rebate of prem uns payable on the

6933| contract, any special favor or advantage in the dividends or
6934 other benefits thereon, or any val uabl e consi deration or

6935 i nducenent whatever not specified in the contract;

6936 c. Gving, selling, or purchasing, or offering to give,
6937 sell, or purchase, as inducenment to such insurance contract or
6938| in connection therewith, any stocks, bonds, or other securities
6939 of any insurance conpany or other corporation, association, or
6940( partnership, or any dividends or profits accrued thereon, or
6941| anything of val ue whatsoever not specified in the insurance
6942| contract.

6943 2. Nothing in paragraph (g) or subparagraph 1. of this
6944 paragraph shall be construed as including within the definition
6945| of discrimnation or unlawful rebates:

6946 a. In the case of any contract of life insurance or life
6947 annuity, paying bonuses to all policyhol ders or otherw se

6948| abating their premuns in whole or in part out of surplus

6949 accunul ated from nonparticipating insurance; provided that any
6950 such bonuses or abatenent of premiuns is fair and equitable to
6951 all policyholders and for the best interests of the conpany and
6952( its policyhol ders.

6953 b. In the case of |ife insurance policies issued on the
6954| industrial debit plan, making allowance to policyhol ders who
6955 have continuously for a specified period made prem um paynments
6956 directly to an office of the insurer in an anount which fairly

6957 represents the saving in collection expenses.
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6958 c. Readjustnment of the rate of premiumfor a group

6959 i nsurance policy based on the |oss or expense thereunder, at the
6960 end of the first or any subsequent policy year of insurance
6961| thereunder, which may be nade retroactive only for such policy
6962 year.

6963 d. Issuance of life insurance policies or annuity

6964| contracts at rates less than the usual rates of prem uns for
6965 such policies or contracts, as group insurance or enployee

6966 i nsurance as defined in this code.

6967 e. |Issuing life or disability insurance policies on a
6968 sal ary savi ngs, bank draft, preauthorized check, payroll

6969| deduction, or other simlar plan at a reduced rate reasonably
6970 related to the savings nade by the use of such plan.

6971 3.a. No title insurer, or any nenber, enployee, attorney,
6972| agent, agency, or solicitor thereof, shall pay, allow or give,
6973 or offer to pay, allow, or give, directly or indirectly, as
6974 inducement to title insurance, or after such insurance has been
6975 effected, any rebate or abatenment of the agent's, agency's, or
6976| title insurer's share of the prem umor any charge for related
6977| title services belowthe cost for providing such services, or
6978 provide any special favor or advantage, or any nonetary

6979 consideration or inducenent whatever. Nothing herein contained
6980 shall preclude an abatenment in an attorney's fee charged for
6981| | egal services.

6982 b. Nothing in this subparagraph shall be construed as
6983 prohibiting the paynent of fees to attorneys at |aw duly

6984| |icensed to practice lawin the courts of this state, for

6985 professional services, or as prohibiting the paynent of earned
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6986 portions of the premumto duly appointed agents or agenci es who
6987 actually performservices for the title insurer.

6988 c. No insured named in a policy, or any other person

6989| directly or indirectly connected with the transaction involving
6990 the issuance of such policy, including, but not limted to, any
6991| nortgage broker, real estate broker, builder, or attorney, any
6992( enpl oyee, agent, agency, or representative thereof, or any other
6993| person whatsoever, shall knowi ngly receive or accept, directly
6994| or indirectly, any rebate or abatenent of said charge, or any
6995 nonetary consideration or inducenent, other than as set forth in
6996 sub-subparagraph b.

6997 (o) Illegal dealings in prem uns; excess or reduced

6998 charges for insurance. --

6999 1. Knowingly collecting any sumas a prem um or charge for
7000{ insurance, which is not then provided, or is not in due course
7001 to be provided, subject to acceptance of the risk by the

7002| insurer, by an insurance policy issued by an insurer as

7003 permtted by this code.

7004 2. Knowingly collecting as a prem um or charge for

7005| insurance any sumin excess of or |ess than the prem um or

7006 charge applicable to such insurance, in accordance with the

7007 applicable classifications and rates as filed wth and approved
7008 by the office departrent, and as specified in the policy; or, in
7009| cases when classifications, premuns, or rates are not required
7010 by this code to be so filed and approved, prem uns and charges
7011 in excess of or less than those specified in the policy and as
7012 fixed by the insurer. This provision shall not be deened to

7013| prohibit the charging and collection, by surplus |ines agents
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7014| licensed under part VIII of this chapter, of the anmount of

7015| applicable state and federal taxes, or fees as authorized by s.
7016 626.916(4), in addition to the premiumrequired by the insurer
7017| or the charging and collection, by licensed agents, of the exact
7018 anount of any discount or other such fee charged by a credit
7019 card facility in connection with the use of a credit card, as
7020{ aut hori zed by subparagraph (q)3., in addition to the prem um
7021 required by the insurer. This subparagraph shall not be

7022| construed to prohibit collection of a premumfor a universal
7023 life or a variable or indeterm nate val ue insurance policy nmade
7024 in accordance with the terms of the contract.

7025 3.a. Inposing or requesting an additional premumfor a
7026 policy of notor vehicle liability, personal injury protection,
7027 medi cal paynent, or collision insurance or any conbi nation

7028 thereof or refusing to renew the policy solely because the

7029| insured was involved in a notor vehicle accident unless the

7030 insurer's file contains information fromwhich the insurer in
7031 good faith determ nes that the insured was substantially at

7032 fault in the accident.

7033 b. An insurer which inposes and collects such a surcharge
7034 or which refuses to renew such policy shall, in conjunction with
7035 the notice of prem umdue or notice of nonrenewal, notify the
7036 naned insured that he or she is entitled to rei nmbursenent of
7037| such amount or renewal of the policy under the conditions |isted
7038 below and will subsequently reinburse himor her or renewthe
7039 policy, if the named insured denonstrates that the operator

7040| involved in the accident was:

7041 (1) Lawfully parked;
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7042 (I'l) Reinbursed by, or on behalf of, a person responsible
7043 for the accident or has a judgnent against such person;

7044 (I'1r) Struck in the rear by another vehicle headed in the
7045| sane direction and was not convicted of a noving traffic

7046| violation in connection with the accident;

7047 (I'V) Hit by a "hit-and-run" driver, if the accident was
7048| reported to the proper authorities within 24 hours after

7049 discovering the accident;

7050 (V) Not convicted of a nmoving traffic violation in

7051 connection with the accident, but the operator of the other

7052 autonobile involved in such accident was convicted of a noving
7053| traffic violation;

7054 (VI) Finally adjudicated not to be liable by a court of
7055| conpetent jurisdiction;

7056 (M1) In receipt of atraffic citation which was di sm ssed
7057 or nolle prossed; or

7058 (VI11) Not at fault as evidenced by a witten statenent
7059 fromthe insured establishing facts denonstrating |ack of fault
7060 which are not rebutted by information in the insurer's file from
7061| which the insurer in good faith determ nes that the insured was
7062 substantially at fault.

7063 c. In addition to the other provisions of this

7064| subparagraph, an insurer nay not fail to renew a policy if the
7065| insured has had only one accident in which he or she was at

7066| fault wthin the current 3-year period. However, an insurer may
7067 nonrenew a policy for reasons other than accidents in accordance
7068) with s. 627.728. This subparagraph does not prohibit nonrenewal

7069 of a policy under which the insured has had three or nore
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7070 accidents, regardless of fault, during the nost recent 3-year
7071| period.
7072 4. I nposing or requesting an additional premumfor, or

7073| refusing to renew, a policy for notor vehicle insurance solely
7074 because the insured conmtted a noncrimnal traffic infraction
7075| as described in s. 318.14 unless the infraction is:

7076 a. A second infraction conmtted within an 18-nonth

7077 period, or a third or subsequent infraction commtted within a
7078| 36-nonth peri od.

7079 b. A violation of s. 316.183, when such violation is a
7080 result of exceeding the lawful speed limt by nore than 15 mles
7081( per hour.

7082 5. Upon the request of the insured, the insurer and

7083| |icensed agent shall supply to the insured the conplete proof of
7084| fault or other criteria which justifies the additional charge or
7085| cancel |l ati on.

7086 6. No insurer shall inpose or request an additiona

7087 prem umfor notor vehicle insurance, cancel or refuse to issue a
7088| policy, or refuse to renew a policy because the insured or the
7089 applicant is a handi capped or physically disabled person, so
7090 | ong as such handi cap or physical disability does not

7091| substantially inpair such person's nechanically assisted driving
7092 ability.

7093 7. No insurer may cancel or otherw se term nate any

7094 insurance contract or coverage, or require execution of a

7095 consent to rate endorsenent, during the stated policy termfor
7096| the purpose of offering to issue, or issuing, a simlar or

7097 identical contract or coverage to the sane insured with the sane
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7098 exposure at a higher premumrate or continuing an existing
7099 contract or coverage with the sane exposure at an increased
7100{ prem um

7101 8. No insurer may issue a nonrenewal notice on any

7102( i nsurance contract or coverage, or require execution of a

7103| consent to rate endorsenent, for the purpose of offering to
7104| issue, or issuing, a simlar or identical contract or coverage
7105 to the sanme insured at a higher premumrate or continuing an
7106| existing contract or coverage at an increased prem umw t hout
7107| neeting any applicable notice requirenents.

7108 9. No insurer shall, with respect to prem uns charged for
7109 notor vehicle insurance, unfairly discrimnate solely on the
7110 basis of age, sex, marital status, or schol astic achi evenent.
7111 10. I nposing or requesting an additional prem um for notor
7112( vehicl e conprehensive or uninsured notorist coverage solely
7113| because the insured was involved in a notor vehicle accident or
7114 was convicted of a noving traffic violation.

7115 11. No insurer shall cancel or issue a nonrenewal notice
7116| on any insurance policy or contract without conplying with any
7117| applicabl e cancel |l ati on or nonrenewal provision required under
7118| the Florida Insurance Code.

7119 12. No insurer shall inpose or request an additional

7120 prem um cancel a policy, or issue a nonrenewal notice on any
7121| insurance policy or contract because of any traffic infraction
7122 when adj udi cati on has been w thheld and no points have been
7123| assessed pursuant to s. 318.14(9) and (10). However, this

7124 subparagraph does not apply to traffic infractions involving
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7125| accidents in which the insurer has incurred a | oss due to the
7126| fault of the insured.

7127 (w Soliciting or accepting new or renewal insurance risks
7128| by insolvent or inpaired insurer prohibited; penalty.--

7129 1. \Whether or not delinquency proceedings as to the

7130| insurer have been or are to be initiated, but while such

7131| insolvency or inpairnment exists, no director or officer of an
7132 insurer, except with the witten perm ssion of the office

7133| Departrent—of—tnsurance, shall authorize or permt the insurer
7134 to solicit or accept new or renewal insurance risks in this
7135 state after such director or officer knew, or reasonably should

7136 have known, that the insurer was insolvent or inpaired.

7137 "I npaired" includes inpairnment of capital or surplus, as defined
7138 in s. 631.011(12) and (13).
7139 2. Any such director or officer, upon conviction of a

7140( violation of this paragraph, is guilty of a felony of the third
7141 degree, punishable as provided in s. 775.082, s. 775.083, or s.
7142| 775.084.

7143 (aa) Churning. --

7144 1. Churning is the practice whereby policy values in an
7145 existing life insurance policy or annuity contract, including,
7146 but not |limted to, cash, |oan values, or dividend val ues, and
7147 in any riders to that policy or contract, are utilized to

7148| purchase another insurance policy or annuity contract with that
7149 sane insurer for the purpose of earning additional prem uns,

7150( fees, conm ssions, or other conpensation:
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7151 a. Wthout an objectively reasonabl e basis for believing
7152| that the replacenent or extraction wll result in an actual and
7153| denonstrabl e benefit to the policyhol der;

7154 b. In a fashion that is fraudul ent, deceptive, or

7155| otherw se mi sl eading or that involves a deceptive om ssion;

7156 c. EHeectiveOctober—1,—1995- Wen the applicant is not
7157 informed that the policy values including cash val ues,

7158 divi dends, and other assets of the existing policy or contract
7159 will be reduced, forfeited, or utilized in the purchase of the
7160| replacing or additional policy or contract, if this is the case;
7161| or

7162 d. EHfeetive October—1,—1995- Wthout informng the

7163| applicant that the replacing or additional policy or contract

7164 will not be a paid-up policy or that additional premuns wll be
7165| due, if this is the case.

7166

7167

7168 Churning by an insurer or an agent is an unfair nethod of
7169| conpetition and an unfair or deceptive act or practice.

7170 2. EHeetive October—1,—1995- Each insurer shall conply
7171 w th sub-subparagraphs 1.c. and 1.d. by disclosing to the
7172 applicant at the tinme of the offer on a form designed and
7173| adopted by rule by the conmm ssion departwent if, how, and the

7174 extent to which the policy or contract values (including cash

7175 val ue, dividends, and other assets) of a previously issued
7176 policy or contract will be used to purchase a replacing or
7177\ additional policy or contract with the sane insurer. The form

7178 shall include disclosure of the premium the death benefit of
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7179 the proposed replacing or additional policy, and the date when
7180 the policy values of the existing policy or contract wll be
7181 insufficient to pay the premi unms of the replacing or additional
7182| policy or contract.

7183 3. EHeective October—1,—1995- Each insurer shall adopt
7184 witten procedures to reasonably avoid churning of policies or
7185 contracts that it has issued, and failure to adopt witten
7186 procedures sufficient to reasonably avoid churning shall be an
7187| wunfair nethod of conpetition and an unfair or deceptive act or
7188| practice.

7189 Section 162. Subsections (3), (5), (7), (8), (10), and
7190| (11) of section 626.9543, Florida Statutes, are anended to read:
7191 626. 9543 Hol ocaust victins. --

7192 (3) DEFINITIONS. --For the purpose of this section, the
7193| term

7194 . "

7195 (a)fb)y "Hol ocaust victint means any person who |ost his or

7196 her life or property as a result of discrimnatory |aws,
7197| policies, or actions targeted against discrete groups of persons
7198 between 1920 and 1945, inclusive, in Nazi Gernmany, areas
7199( occupi ed by Nazi Germany, or countries allied with Nazi Germany.

7200 (b)te)» "lInsurance policy" means, but is not limted to,
7201| life insurance, property insurance, or education policies.
7202 (c)ée) "Legal relationship" means any parent, subsidiary,

7203| or affiliated conpany with an insurer doing business in this
7204| state.
7205 (d)fe) "Proceeds" neans the face or other payout val ue of

7206 policies and annuities plus reasonable interest to date of
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7207 paynents without dimnution for wartine or inmedi ate postwar
7208 currency deval uati on.

7209 (5) PROOF OF A CLAIM --Any insurer doing business in this
7210| state, in receipt of a claimfroma Hol ocaust victimor froma

7211| beneficiary, descendant, or heir of a Holocaust victim shall:

7212 (a) Diligently and expeditiously investigate all such
7213| cl ai ns.
7214 (b) Al'low such claimants to nmeet a reasonable, not unduly

7215| restrictive, standard of proof to substantiate a claim pursuant
7216 to standards established by rule of the conm ssion departrent.

7217 (c) Permt clains irrespective of any statute of

7218 limtations or notice requirenents inposed by any insurance
7219( policy issued, provided the claimis submtted within 10 years
7220 after the effective date of this section.

7221 (7) REPORTS FROM I NSURERS. - - Any insurer doing business in
7222 this state shall have an affirmative duty to ascertain to the
7223| extent possible and report to the office departwent within 90
7224 days after the effective date of this section and annually
7225 thereafter all efforts nmade and results of such efforts to
7226| ascertain:

7227 (a) Any legal relationship with an international insurer
7228| that issued an insurance policy to a Hol ocaust victim between
7229| 1920 and 1945, i ncl usive.

7230 (b) The nunber and total value of such policies.

7231 (c) Any claimfiled by a Hol ocaust victim his or her
7232| beneficiary, heir, or descendant that has been paid, denied

7233| paynent, or is pending.
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7234 (d) Attenpts nade by the insurer to |ocate the

7235| beneficiaries of any such policies for which no claimof

7236| benefits has been nmade.

7237 (e) An explanation of any denial or pending paynent of a
7238| claimto a Hol ocaust victim his or her beneficiary, heir, or
7239| descendant.

7240 (8) REPORTS TO THE LEG SLATURE. - -The office and depart nent
7241| shall jointly report to the Legislature 1 year after the

7242 effective date of this section and annually thereafter:

7243 (a) The nunber of insurers doing business in this state
7244 which have a legal relationship with an international insurer
7245 that could have issued a policy to a Hol ocaust victim between
7246 1920 and 1945, i ncl usive.

17247 (b) Alist of all clains paid, denied, or pending to a
7248 Hol ocaust victim his or her beneficiary, heir, or descendant.
7249 (c) A summary of the length of tine for the processing and
7250( disposition of a claimby the insurer.

7251 (10) PRIVATE RIGHT OF ACTION. --An action to recover

7252| damages caused by a violation of this section nust be commenced
7253 within 5 years after the cause of action has accrued. Any

7254 person who shall sustain danages by the reason of a violation of
7255| this section shall recover threefold the actual damages

7256| sustained thereby, as well as costs not exceedi ng $50, 000, and
7257| reasonable attorneys' fees. At or before the commencenent of
7258 any civil action by a party, notice thereof shall be served upon
7259 the office departrent.

7260 (11) RULES. --The conm ssi on department, by rule, shall

7261| provide for the inplenentation of the provisions of this section
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7262 by establishing procedures and related fornms for facilitating,
7263 nonitoring, and verifying conpliance with this section and for
7264 the establishnment of a restitution program for Hol ocaust

7265 victims, survivors, and their heirs and beneficiaries.

7266 Section 163. Section 626.9545, Florida Statutes, is

7267| anended to read:

7268 626. 9545 | nproper charge identification incentive

7269 program--No section or provision of the Florida Insurance Code
7270 shall be construed as prohibiting an insurer fromestablishing a
7271| financial incentive programfor renunerating a policyhol der or
7272 an insured person with a selected percentage or stated portion
7273| of any health care charge identified by the policyhol der or the
7274| insured person as an error or overcharge if the health care
7275| charge is recovered by the insurer. The financial incentive

7276] program shall be witten and shall be available for inspection

7277 by the office departrent.

7278 Section 164. Subsection (5) of section 626.9551, Florida
7279 Statutes, is anended to read:

7280 626. 9551 Favored agent or insurer; coercion of debtors.--
7281 (5) The departnent or office may investigate the affairs

7282 of any person to whomthis section applies to determ ne whet her
7283| such person has violated this section. |If a violation of this
7284| section is found to have been conmtted know ngly, the person in
7285| violation shall be subject to the sane procedures and penalties
7286| as provided in ss. 626.9571, 626.9581, 626.9591, and 626.9601.
7287 Section 165. Section 626.9561, Florida Statutes, is

7288| anmended to read:
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7289 626. 9561 Power of departnent and office.--The departnment

7290 and office shall each have power within its respective

7291| regulatory jurisdiction to examne and investigate the affairs

7292| of every person involved in the business of insurance in this
7293| state in order to determ ne whether such person has been or is
7294| engaged in any unfair nethod of conpetition or in any unfair or

7295| deceptive act or practice prohibited by s. 626.9521, and shal

7296| each have the powers and duties specified in ss. 626.9571-
7297 626.9601 in connection therewith.

7298 Section 166. Section 626.9571, Florida Statutes, is
7299| anended to read:

7300 626. 9571 Defined practices; hearings, wtnesses,

7301| appearances, production of books and service of process.--

7302 (1) Wenever the departnent or office has reason to

7303| believe that any person has engaged, or is engaging, in this
7304 state in any unfair nmethod of conpetition or any unfair or
7305| deceptive act or practice as defined in s. 626.9541 or s.

7306 626.9551 or is engaging in the business of insurance w thout
7307| being properly licensed as required by this code and that a
7308| proceeding by it in respect thereto would be to the interest of
7309 the public, it shall conduct or cause to have conducted a

7310 hearing in accordance with chapter 120.

7311 (2) The departnment or office, a duly enpowered hearing
7312| officer, or an adm nistrative |aw judge shall, during the

7313| conduct of such hearing, have those powers enunerated in s.
7314( 120.569; however, the penalties for failure to conply with a
7315 subpoena or with an order directing discovery shall be limted

7316 to a fine not to exceed $1,000 per violation.
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7317 (3) Statenents of charges, notices, and orders under this
7318| act may be served by anyone duly authorized by the departnent or
7319 office, either in the manner provided by |aw for service of

7320 process in civil actions or by certifying and mailing a copy
7321| thereof to the person affected by such statenment, notice, order,
7322 or other process at his or her or its residence or principal
7323| office or place of business. The verified return by the person
7324| so serving such statenent, notice, order, or other process,

7325| setting forth the manner of the service, shall be proof of the
7326 same, and the return postcard receipt for such statenent,

7327 notice, order, or other process, certified and nailed as

7328| aforesaid, shall be proof of service of the sane.

7329 Section 167. Section 626.9581, Florida Statutes, is
7330 anended to read:
7331 626. 9581 Cease and desist and penalty orders.--After the

7332 hearing provided in s. 626.9571, the department or office shal
7333| enter a final order in accordance with s. 120.569. If it is
7334| determi ned that the person charged has engaged in an unfair or
7335| deceptive act or practice or the unlawful transaction of

7336 insurance, the departnent or office shall also issue an order
7337 requiring the violator to cease and desist from engaging in such
7338 method of conpetition, act, or practice or the unl awf ul

7339| transaction of insurance. Further, if the act or practice is a
7340| violation of s. 626.9541 or s. 626.9551, the departnment or
7341| office may, at its discretion, order any one or nore of the
7342 foll ow ng:

7343 (1) Suspension or revocation of the person's certificate

7344 of authority, license, or eligibility for any certificate of
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7345 authority or license, if he or she knew, or reasonably should

7346 have known, he or she was in violation of this act.

7347 (2) Such other relief as nay be provided in the insurance
7348| code.

7349 Section 168. Section 626.9591, Florida Statutes, is

7350| anended to read:

7351 626. 9591 Appeals fromthe departnent or office.--Any

7352| person subject to an order of the departnment or office under s.
7353| 626.9581 or s. 626.9601 nay obtain a review of such order by
7354 filing an appeal therefromin accordance with the provisions and
7355| procedures for appeal fromthe orders of the departnment or

7356 office in general under s. 120.68.

7357 Section 169. Section 626.9601, Florida Statutes, is
7358| anended to read:
7359 626. 9601 Penalty for violation of cease and desi st

7360 orders.--Any person who violates a cease and desi st order of the
7361| departnent or office under s. 626.9581 while such order is in
7362| effect, after notice and hearing as provided in s. 626.9571,
7363| shall be subject, at the discretion of the departnent or office,

7364| to any one or nore of the follow ng:

7365 (1) A nonetary penalty of not nore than $50,000 as to all
7366 matters determ ned in such hearing.

7367 (2) Suspension or revocation of such person's certificate
7368| of authority, license, or eligibility to hold such certificate

7369| of authority or license.
7370 (3) Such other relief as may be provided in the insurance
7371| code.
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7372 Section 170. Section 626.9611, Florida Statutes, is

7373| anmended to read:

7374 626. 9611 Rules.--The departnent or conmi ssion may, in
7375| accordance with chapter 120, adopt prenulgate reasonable rules
7376 as are necessary or proper to identify specific nmethods of

7377\ conpetition or acts or practices which are prohibited by s.
7378| 626.9541 or s. 626.9551, but the rules shall not enlarge upon or
7379| extend the provisions of ss. 626.9541 and 626. 9551.

7380 Section 171. Section 626.9621, Florida Statutes, is
7381 anended to read:
7382 626. 9621 Provisions of part additional to existing

7383 |l aw. --The powers vested in the departnment, conmm ssion, and

7384 office by this part shall be additional to any other powers to

7385| enforce any penalties, fines, or forfeitures authorized by |aw

7386 Section 172. Section 626.9631, Florida Statutes, is
7387 anended to read:
7388 626.9631 Civil liability.--The provisions of this part are

7389 cumul ative to rights under the general civil and common | aw, and

7390| no action of the departnent, conm ssion, or office shall

7391| abrogate such rights to danages or other relief in any court.

7392 Section 173. Subsection (1) of section 626.9641, Florida
7393| Statutes, is anended to read:

7394 626. 9641 Policyholders, bill of rights.--

7395 (1) The principles expressed in the follow ng statenents

7396| shall serve as standards to be followed by the departnent,

7397 commission, and office in exercising their s powers and

7398| duties, in exercising admnistrative discretion, in dispensing
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7399| administrative interpretations of the law, and in adopting
7400( promulgating rul es:

7401 (a) Policyholders shall have the right to conpetitive
7402| pricing practices and marketing nmethods that enable themto
7403| determ ne the best val ue anong conparabl e policies.

7404 (b) Policyhol ders shall have the right to obtain

7405| conprehensive cover age.

7406 (c) Policyholders shall have the right to insurance
7407| advertising and other selling approaches that provide accurate
7408| and bal anced information on the benefits and limtations of a
7409 policy.

7410 (d) Policyhol ders shall have a right to an insurance
7411| conpany that is financially stable.

7412 (e) Policyholders shall have the right to be serviced by a
7413| conpetent, honest insurance agent or broker.

7414 (f) Policyholders shall have the right to a readable

7415 policy.

7416 (g) Policyhol ders shall have the right to an insurance

7417| conpany that provides an econom c delivery of coverage and that
7418| tries to prevent |osses.

7419 (h) Policyhol ders shall have the right to a bal anced and
7420 positive regulation by the departnment, conm ssion, and office.
7421 Section 174. Section 626.9651, Florida Statutes, is

7422 anmended to read:

7423 626. 9651 Privacy.--The departnment and conm ssi on shal |

7424| each adopt rules consistent with other provisions of the Florida
7425| I nsurance Code to govern the use of a consuner's nonpublic

7426| personal financial and health information. These rul es nust be
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7427| based on, consistent with, and not nore restrictive than the
7428| Privacy of Consuner Financial and Health Information Regul ati on,
7429 adopted Septenber 26, 2000, by the National Association of

7430| | nsurance Comm ssioners; however, the rules nust permt the use
7431 and di sclosure of nonpublic personal health information for

7432 scientific, nmedical, or public policy research, in accordance
7433 with federal law. In addition, these rules nust be consistent
7434 with, and not nore restrictive than, the standards contained in
7435| Title V of the GcanmLeach-Bliley Act of 1999, Pub. L. No. 106-
7436| 102. If the office departrent determnes that a health insurer
7437 or health nmmi ntenance organi zation is in conpliance with, or is
7438 actively undertaking conpliance with, the consuner privacy

7439 protection rules adopted by the United States Departnent of

7440 Heal th and Human Services, in conformance with the Health

7441 Insurance Portability and Affordability Act, that health insurer
7442 or heal th nmaintenance organization is in conpliance with this
7443| section.

7444 Section 175. Paragraph (e) of subsection (4) and

7445| subsections (5) and (9) of section 626.989, Florida Statutes,
7446| are anended to read:

7447 626.989 Investigation by departnment or Division of

7448 | nsurance Fraud; conpliance; immunity; confidential information;
7449 reports to division; division investigator's power of arrest.--
7450 (4)

7451 (e) The Chief Financial Oficer lasurance Conm-ssioner and

7452 any enpl oyee or agent of the departnment, conmm ssion, office, or

7453 division, when acting without malice and in the absence of fraud

7454 or bad faith, is not subject to civil liability for libel,
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7455 sl ander, or any other relevant tort, and no civil cause of
7456 action of any nature exists against such person by virtue of the
7457| execution of official activities or duties of the departnent,

7458| conmm ssion, or office under this section or by virtue of the

7459 publication of any report or bulletin related to the official

7460 activities or duties of the departnent, e+ division, conmssion,

7461| or office under this section.

7462 (5) The office's and the departnent's papers, docunents,

7463| reports, or evidence relative to the subject of an investigation
7464 under this section are confidential and exenpt fromthe

7465 provisions of s. 119.07(1) until such investigation is conpleted
7466 or ceases to be active. For purposes of this subsection, an

7467 investigation is considered "active" while the investigation is
7468| being conducted by the office or departnent with a reasonabl e,
7469| good faith belief that it could lead to the filing of

7470 adm nistrative, civil, or crimnal proceedings. An investigation
7471| does not cease to be active if the office or departnent is

7472 proceeding with reasonabl e dispatch and has a good faith belief
7473 that action could be initiated by the office or departnent or
7474 other adm nistrative or | aw enforcenment agency. After an

7475 investigation is conpleted or ceases to be active, portions of
7476 records relating to the investigation shall remain exenpt from
7477 the provisions of s. 119.07(1) if disclosure would:

7478 (a) Jeopardize the integrity of another active
7479 investigation;

7480 (b) Inpair the safety and soundness of an insurer;
7481 (c) Reveal personal financial information

7482 (d) Reveal the identity of a confidential source;
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7483 (e) Defame or cause unwarranted damage to the good nane or
7484 reputation of an individual or jeopardize the safety of an

7485| individual; or

7486 (f) Reveal investigative techniques or procedures.

7487 Further, such papers, docunents, reports, or evidence relative
7488 to the subject of an investigation under this section shall not
7489 be subject to discovery until the investigation is conpleted or
7490| ceases to be active. Ofice, departnment, or division

7491| investigators shall not be subject to subpoena in civil actions
7492 by any court of this state to testify concerning any matter of
7493 which they have know edge pursuant to a pending insurance fraud
7494| investigation by the division.

7495 (9) In recognition of the conplenentary roles of

7496| investigating instances of workers' conpensation fraud and

7497| enforcing conpliance with the workers' conpensation coverage
7498 requirenments under chapter 440, the departnent efJtnsurance is
7499 directed to prepare and submt a joint performance report to the
7500{ President of the Senate and the Speaker of the House of

7501| Representatives by Novenber 1, 2003, and then by Novenber 1

7502 every 3 years thereafter, describing the results obtained in
7503| achieving conpliance with the workers' conpensati on coverage
7504| requirenents and reducing the incidence of workers' conpensation
7505| fraud.

7506 Section 176. Subsection (1) of section 626.9892, Florida
7507| Statutes, is anended to read:

7508 626. 9892 Anti-Fraud Reward Program reporting of insurance
7509| fraud.--
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7510 (1) The Anti-Fraud Reward Programis hereby established

7511 within the departnent, to be funded fromthe Insurance
7512 GConm-ssioner—s Regul atory Trust Fund.

7513 Section 177. Paragraph (k) of subsection (5) of section
7514 626.99, Florida Statutes, is anended to read:

7515 626.99 Life insurance solicitation.--

7516 (5) GENERAL RULES RELATI NG TO SOLI Cl TATI ON. - -

7517 (k) If an appropriately licensed agent proposes to repl ace

7518| a life insurance policy or an in-force annuity with a registered

7519 securities product, preapplication notice requirenents te—the

7520 departrent shall not apply.

7521 Section 178. Section 626.9911, Florida Statutes, is

7522| anended to read:

7523 626.9911 Definitions.--As used in this act, the term
7524 = -

7525 (1)&2> "Independent third-party trustee or escrow agent"”

7526 means an attorney, certified public accountant, financi al

7527 institution, or other person providing escrow services under the
7528| authority of a regulatory body. The term does not include any
7529 person associated, affiliated, or under common control with a
7530f viatical settlenent provider or viatical settlenent broker.

7531 (2)63)» "Person" has the neaning specified in s. 1.01.

7532 (3)4) "Viatical settlenent broker" neans a person who, on
7533| behalf of a viator and for a fee, comm ssion, or other val uable
7534 consideration, offers or attenpts to negotiate viatical

7535| settlement contracts between a viator resident in this state and
7536 one or nore viatical settlenment providers. Notw thstanding the

7537 manner in which the viatical settlenment broker is conpensated, a
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7538 viatical settlement broker is deenmed to represent only the

7539 viator and owes a fiduciary duty to the viator to act according
7540| to the viator's instructions and in the best interest of the
7541| viator. The term does not include an attorney, |icensed

7542 Certified Public Accountant, or investnent adviser lawfully

7543| registered with-the-departnment—of—Banki-ng—and—Finance under

7544 chapter 517, who is retained to represent the viator and whose
7545 conpensation is paid directly by or at the direction and on

7546 behalf of the viator.

7547 (4)65)- "Viatical settlenment contract” means a witten

7548 agreenent entered into between a viatical settlenent provider,
7549 or its related provider trust, and a viator. The viatical

7550f settlenent contract includes an agreenment to transfer ownership
7551 or change the beneficiary designation of a |life insurance policy
7552 at a later date, regardless of the date that conpensation is
7553| paid to the viator. The agreenent nust establish the terns

7554 under which the viatical settlenment provider will pay

7555( conpensation or anything of value, which conpensation or val ue
7556| is less than the expected death benefit of the insurance policy
7557| or certificate, in return for the viator's assignnment, transfer,
7558 sal e, devise, or bequest of the death benefit or ownership of
7559 all or a portion of the insurance policy or certificate of

7560( insurance to the viatical settlenment provider. A viatica

7561| settlenent contract also includes a contract for a | oan or other
7562 financial transaction secured primarily by an individual or

7563 group life insurance policy, other than a loan by a life

7564 i nsurance conpany pursuant to the terns of the |life insurance

7565 contract, or a |loan secured by the cash value of a policy.
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7566 (5)¢6) "Viatical settlenent provider" neans a person who,
7567| in this state, fromthis state, or with a resident of this

7568| state, effectuates a viatical settlenent contract. The term
7569| does not include:

7570 (a) Any bank, savings bank, savings and | oan associ ati on,
7571 credit union, or other licensed lending institution that takes
7572 an assignnent of a life insurance policy as collateral for a
7573| | oan. >

7574 (b) Alife and health insurer that has lawfully issued a
7575 life insurance policy that provides accelerated benefits to
7576| termnally ill policyholders or certificateholders. —oer

7577 (c) Any natural person who enters into no nore than one

7578 viatical settlenent contract with a viator in 1 cal endar year,
7579| unl ess such natural person has previously been |icensed under

7580 this act or is currently licensed under this act.

7581 (d) A trust that neets the definition of a "rel ated

7582 provider trust."

7583 (e) Awviator in this state.

7584 (f) A viatical settlenent purchaser.

7585 (g) A financing entity.

7586 (6)AH "Viator" nmeans the owner of a life insurance policy

7587| or a certificatehol der under a group policy who enters or seeks
7588| to enter into a viatical settlenent contract. This term does not
7589| include a viatical settlenent purchaser or a viatical settlenent
7590( provider or any person acquiring a policy or interest in a

7591| policy froma viatical settlenment provider, nor does it include

7592 an independent third-party trustee or escrow agent.
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7593 (7)8)> "Related provider trust" means a titling trust or
7594 other trust established by a licensed viatical settlenent

7595 provider or financing entity for the sole purpose of holding the
7596| ownership or beneficial interest in purchased policies in

7597 connection with a financing transaction. The trust nust have a
7598 witten agreenent with a |icensed viatical settlenment provider
7599| or financing entity under which the |icensed viatical settlenent
7600{ provider or financing entity is responsible for insuring

7601| conpliance with all statutory and regul atory requirenents and
7602 under which the trust agrees to nmake all records and files

7603| relating to viatical settlenment transactions available to the
7604| office departrent as if those records and files were maintai ned
7605 directly by the licensed viatical settlenment provider. This term
7606| does not include an independent third-party trustee or escrow
7607| agent or a trust that does not enter into agreenents with a

7608 viator. A related provider trust shall be subject to al

7609 provisions of this act that apply to the viatical settlenent
7610( provider who established the related provider trust, except s.
7611| 626.9912, which shall not be applicable. A viatical settlenent
7612| provider may establish no nore than one rel ated provider trust,
7613 and the sole trustee of such related provider trust shall be the
7614| viatical settlenent provider |licensed under s. 626.9912. The
7615 nanme of the licensed viatical settlenment provider shall be

7616| included within the nane of the related provider trust.

7617 (8)9)y "Viatical settlenent purchase agreenent” neans a
7618 contract or agreenent, entered into by a viatical settlenent

7619| purchaser, to which the viator is not a party, to purchase a

7620 life insurance policy or an interest in a life insurance policy,
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7621 which is entered into for the purpose of deriving an econonic
7622 benefit. The term al so i ncludes purchases nade by viatical

7623| settlenent purchasers from any person other than the provider
7624 who effectuated the viatical settlenment contract.

7625 (9)30)> "Viatical settlenent purchaser” neans a person who
7626 gives a sum of noney as consideration for a |life insurance

7627| policy or an equitable or legal interest in the death benefits
7628 of a life insurance policy that has been or will be the subject
7629| of a viatical settlenent contract, for the purpose of deriving
7630| an econom c benefit, including purchases nmade from any person
7631| other than the provider who effectuated the viatical settlenent
7632| contract or an entity affiliated with the provider. The term
7633 does not include a |icensee under this part, an accredited

7634| investor as defined in Rule 501, Regulation D of the Securities
7635 Act Rules, or a qualified institutional buyer as defined by Rule
7636 144(a) of the Federal Securities Act, a special purpose entity,
7637 a financing entity, or a contingency insurer. The above

7638 references to Rule 501, Regulation D and Rule 144(a) of the

7639| Federal Securities Act are used strictly for defining purposes
7640| and shall not be interpreted in any other manner. Any person who
7641 clainms to be an accredited investor shall sign an affidavit

7642 stating that he or she is an accredited investor, the basis of
7643| that claim and that he or she understands that as an accredited
7644 investor he or she will not be entitled to certain protections
7645 of the Viatical Settlenent Act. This affidavit nust be kept with
7646 ot her docunents required to be nmaintained by this act.

7647 (10) (&5 "Viatical settlenment sales agent" nmeans a person

7648 other than a licensed viatical settlenment provider who arranges
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7649 the purchase through a viatical settlenent purchase agreenent of
7650 a life insurance policy or an interest in a life insurance

7651 policy.

7652 (11) 22 "Viaticated policy" nmeans a |life insurance

7653| policy, or a certificate under a group policy, which is the

7654 subject of a viatical settlenent contract.

7655 (12) (33> "Related form' nmeans any form created by or on
7656| behalf of a licensee, which a viator or viatical settlenent

7657| purchaser is required to sign or initial. The forns include, but
7658 are not |limted to, a power of attorney, a release of nedical
7659 information form a suitability questionnaire, a disclosure

7660 docunent, or any addendum schedule, or amendnent to a viati cal
7661| settlenment contract or viatical settlenent purchase agreenent
7662| consi dered necessary by a provider to effectuate a viatical

7663| settlenment transaction.

7664 (13) (24 "Special purpose entity" nmeans an entity

7665| established by a licensed viatical settlenent provider or by a
7666 financing entity, which may be a corporation, partnershinp,

7667 trust, limted liability conpany, or other simlar entity forned
7668| solely to provide, either directly or indirectly, access to

7669 institutional capital markets to a viatical settlenment provider
7670 or financing entity. A special purpose entity shall not enter
7671 into a viatical settlement contract or a viatical settlenent
7672| purchase agreenent.

7673 (14) (350 "Financing entity" means an underwiter,

7674| pl acenent agent, |ender, purchaser of securities, or purchaser
7675| of a policy or certificate froma viatical settlenment provider,

7676 credit enhancer, or any entity that has direct ownership in a
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7677 policy or certificate that is the subject of a viatical

7678 settlenent contract, but whose principal activity related to the
7679 transaction is providing funds or credit enhancenent to effect
7680| the viatical settlenent or the purchase of one or nore viatical
7681 policies and who has an agreenent in witing with one or nore
7682 licensed viatical settlenent providers to finance the

7683| acquisition of viatical settlenent contracts. The term does not
7684| include a nonaccredited investor, a viatical settlenent

7685| purchaser, or other natural person. A financing entity may not

7686 enter into a viatical settlenment contract.

7687 Section 179. Section 626.9912, Florida Statutes, is
7688 anended to read:
7689 626. 9912 Viatical settlenment provider |icense required,

7690| application for license.--

7691 (1) A person may not performthe functions of a viatical
7692| settlement provider as defined in this act or enter into or

7693| solicit a viatical settlenent contract wi thout first having

7694 obtained a license fromthe office departrent.

7695 (2) Application for a viatical settlenent provider |icense
7696 nust be nmade to the office departwent by the applicant on a form
7697| prescribed by the conm ssi on departrent, under oath and signed
7698| by the applicant. The application nust be acconpanied by a fee

7699| of $500. If the applicant is a corporation, the application nust
7700 be under oath and signed by the president and the secretary of
7701| the corporation.

7702 (3) In the application, the applicant nust provide all of
7703 the follow ng:
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7704 (a) The applicant's full name, age, residence address, and
7705| busi ness address, and all occupations engaged in by the

7706 applicant during the 5 years preceding the date of the

7707 application.

7708 (b) A copy of the applicant's basic organizati onal

7709 docunents, if any, including the articles of incorporation,

7710 articles of association, partnership agreenment, trust agreenent,
7711 or other simlar docunents, together with all amendnents to such
7712 docunents.

7713 (c) Copies of all bylaws, rules, regulations, or simlar
7714 docunents regul ating the conduct of the applicant's internal
7715 affairs.

7716 (d) A list showi ng the nanme, business and residence

7717| addresses, and official position of each individual who is

7718 responsible for conduct of the applicant's affairs, including,
7719 but not limted to, any nenber of the applicant's board of

7720| directors, board of trustees, executive commttee, or other

7721 governing board or commttee and any other person or entity
7722 owning or having the right to acquire 10 percent or nore of the
7723| voting securities of the applicant.

7724 (e) Wth respect to each individual identified under

7725 paragraph (d):

7726 1. A sworn biographical statenent on forns adopted by the
7727) conmm ssion and supplied by the office departrent.
7728 2. A set of fingerprints on forns prescribed by the

7729 commi ssion departrent, certified by a | aw enforcenent officer,
7730 and acconpani ed by the fingerprinting fee specified in s.
7731| 624.501.
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7732 3. Authority for release of information relating to the
7733| investigation of the individual's background.

7734 (f) Al applications, viatical settlenent contract forns,
7735| viatical settlenent purchase agreenent forns, escrow forns, and
7736| other related forns proposed to be used by the applicant.

7737 (g) Such other information as the conm ssion or office
7738| departrent deens necessary to determ ne that the applicant and
7739 the individuals identified under paragraph (d) are conpetent and

7740 trustworthy and can lawfully and successfully act as a viatica
7741 settlenent provider.

7742 (4) The office departwent nay not issue a license to an
7743| entity other than a natural person if it is not satisfied that
7744 all officers, directors, enployees, stockhol ders, partners, and
7745| any ot her persons who exercise or have the ability to exercise
7746 effective control of the entity or who have the ability to

7747 influence the transaction of business by the entity neet the
7748| standards of this act and have not viol ated any provision of
7749 this act or rules of the comm ssion departrent related to the

7750 busi ness of viatical settlenment contracts or viatical settl enment

7751| purchase agreenents.

7752 (5) Upon the filing of a sworn application and the paynent
7753 of the license fee, the office departnent shall investigate each
7754 applicant and may issue the applicant a license if the office
7755| departwent finds that the applicant:

7756 (a) Has provided a detailed plan of operation

7757 (b) Is conpetent and trustworthy and intends to act in
7758| good faith in the business authorized by the |icense applied
7759| for.
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7760 (c) Has a good business reputation and has had experience,
7761| training, or education that qualifies the applicant to conduct
7762 the business authorized by the |license applied for.

7763 (d) If the applicant is a corporation, is a corporation
7764| incorporated under the laws of this state, or is a foreign

7765 corporation authorized to transact business in this state.

7766 (e) Has designated the Chief Financial Oficer lasurance
7767 GConm-ssi-oner—and—reasurer as its agent for service of process.
7768 (f) Has made the deposit required by s. 626.9913(3).

7769 Section 180. Subsections (2) and (3) of section 626.9913,

7770 Florida Statutes, are anended to read:

7771 626.9913 Viatical settlenent provider |icense continuance;
7772 annual report; fees; deposit.--

7773 (2) Annually, on or before March 1, the viatical

7774 settlenent provider licensee shall file a statenent containing
7775 information the comm ssion departrent- requires and shall pay to
7776| the office departwent a license fee in the anbunt of $500. A
7777 viatical settlenent provider shall include in all statenents
7778 filed with the office departwent all information requested by
7779 the office departrent regarding a rel ated provider trust

7780 established by the viatical settlenent provider. The office
7781| departrent may require nore frequent reporting. Failure to

7782 tinely file the annual statenment or to tinmely pay the |license
7783| fee is grounds for inmmediate suspension of the |icense.

7784 (3) A wviatical settlenent provider |icensee nust deposit
7785 and maintain deposited in trust with the departnent securities
7786 eligible for deposit under s. 625.52, having at all tines a

7787| value of not |less than $100,000. As an alternative to neeting
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7783 the $100, 000 deposit requirenent, the provider may deposit and
7789 maintain deposited in trust with the departnent such securities
7790| in the anmount of $25,000 and post with the office departwent a
7791| surety bond acceptable to the office departwent in the anount of
7792| $75, 000.

7793 Section 181. Section 626.9914, Florida Statutes, is

7794 anmended to read:

7795 626. 9914 Suspensi on, revocation, or nonrenewal of viatical
7796| settlenent provider |license; grounds; admnistrative fine.--
7797 (1) The office department shall suspend, revoke, or refuse
7798 to renew the license of any viatical settlenent provider if the
7799| office departrent finds that the |icensee:

7800 (a) Has nmade a m srepresentation in the application for
7801| the license;
7802 (b) Has engaged in fraudul ent or dishonest practices, or

7803| ot herwi se has been shown to be untrustworthy or inconpetent to

7804 act as a viatical settlenent provider;

7805 (c) Denonstrates a pattern of unreasonable paynents to
7806 viators;
7807 (d) Has been found guilty of, or has pleaded guilty or

7808 nolo contendere to, any felony, or a m sdeneanor involving fraud
7809 or noral turpitude, regardl ess of whether a judgnent of

7810( conviction has been entered by the court;

7811 (e) Has issued viatical settlenent contracts that have not
7812 been approved pursuant to this act;

7813 (f) Has failed to honor contractual obligations related to
7814| the business of viatical settlenent contracts;

7815 (g) Deals in bad faith with viators;
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7816 (h) Has violated any provision of the insurance code or of
7817| this act;
7818 (i) Enploys any person who materially influences the
7819| |icensee's conduct and who fails to neet the requirenents of
7820/ this act; or
7821 (j) No longer neets the requirenments for initial
7822| licensure.
7823 (2) The office departwent may, in lieu of or in addition

7824| to any suspension or revocation, assess an admnistrative fine
7825| not to exceed $2,500 for each nonw |l ful violation or $10, 000
7826 for each willful violation by a viatical settlenent provider
7827 licensee. The office departwent may al so place a viatical

7828| settlenent provider |licensee on probation for a period not to
7829| exceed 2 years.

7830 (3) If an enployee of a viatical settlenent provider

7831| violates any provision of this act, the office departfent may
7832| take disciplinary action agai nst such enployee as if the

7833| enpl oyee were |icensed under this act, including suspending or
7834| otherw se prohibiting the enpl oyee from perform ng the functions
7835 of a viatical settlenent provider or viatical settlenent broker
7836| as defined in this act.

7837 (4) |If a viatical settlenent provider establishes a

7838| related provider trust as permtted by this act, the viatical
7839| settlenment provider shall be liable and responsible for the
7840 performance of all obligations of the related provider trust
7841 wunder all viatical settlenent contracts entered into by the
7842 related provider trust, and for the conpliance of the related

7843 provider trust with all provisions of this act. Any violation of
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7844 this act by the related provider trust shall be deened a

7845 violation of this act by the viatical settlenent provider as
7846 well as the related provider trust. If the related provider

7847| trust violates any provisions of this act, the office departnent
7848| may exercise all remedies set forth in this act for such

7849 viol ations against the viatical settlenment provider, as well as

7850 the related provider trust.

7851 Section 182. Subsections (1), (2), and (4) of section
7852| 626.9915, Florida Statutes, are anended to read:
7853 626. 9915 Effect of suspension or revocation of viatical

7854 settlenent provider |license; duration of suspension;

7855| reinstatenent. --

7856 (1) Wwen its license is suspended or revoked, the provider
7857| must proceed, imediately follow ng the effective date of the
7858 suspension or revocation, to conclude the affairs it is

7859 transacting under its license. The provider nmay not solicit,
7860 negotiate, advertise, or effectuate new contracts. The office
7861| departrent retains jurisdiction over the provider until al

7862| contracts have been fulfilled or cancel ed or have expired. A
7863| provider whose license is suspended or revoked may continue to
7864 mmi ntain and service viaticated policies subject to the approval
7865 of the office departrent.

7866 (2) The suspension of the license of a viatical settlenent
7867| provider |icensee may be for such period, not to exceed 2 years,
7868 as determined by the office departwent. The office departnent
7869 may shorten, rescind, or nodify the suspension.

7870 (4) If, upon expiration of the suspension order, the

7871| license has not otherw se been term nated, the office departrent
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7872 must reinstate the license only upon witten request by the

7873| suspended |icensee unless the office departrent finds that the
7874 grounds giving rise to the suspension have not been renoved or
7875| that the |icensee is otherwise not in conpliance with the

7876 requirements of this act. The office departrent shall give the
7877 licensee notice of its findings no later than 90 days after

7878 receipt of the request or upon expiration of the suspension

7879 order, whichever occurs later. |If a license is not reinstated
7880| pursuant to the procedures set forth in this subsection, it

7881 expires at the end of the suspension or on the date it otherw se

7882 woul d have expired, whichever is sooner.

7883 Section 183. Subsections (7), (8), and (9) of section
7884| 626.9916, Florida Statutes, are amended to read:
7885 626. 9916 Viatical settlenent broker |icense required,

7886 application for license.--

7887 (7) Upon the filing of a sworn application and the paynent
7888| of the |license fee and all other applicable fees under this act,
7889 the departnent shall investigate each applicant and may issue
7890| the applicant a license if the departnent finds that the

7891| applicant:

7892 (a) Is conpetent and trustworthy and intends to act in
7893| good faith in the business authorized by the |icense applied
7894| for.

7895 (b) Has a good business reputation and has had experience,
7896 training, or education that qualifies the applicant to conduct
7897| the business authorized by the |license applied for.

7898 (c) Except with respect to applicants for nonresident

7899 licenses, is a bona fide resident of this state and actually
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7900 resides in this state at | east 180 days a year. If an applicant
7901 holds a simlar |icense or an insurance agent's or broker's

7902 license in another state at the tinme of applying for a license
7903| under this section, the applicant may be found to neet the

7904| residency requirenent of this paragraph only after he or she
7905 furnishes a letter of clearance satisfactory to the departnent
7906 or other proof that the applicant's resident |icenses have been
7907 cancel ed or changed to nonresident status and that the applicant
7908| is in good standing with the licensing authority.

7909 (d) Is a corporation, a corporation incorporated under the
7910 laws of this state, or a foreign corporation authorized to

7911 transact business in this state.

7912 (e) Has designated the Chief Financial Oficer lasurance
7913| GCohm-ssioner—and—Treasurer as its agent for service of process.
7914 (8) An applicant for a nonresident viatical settlenent

7915 broker license nust, in addition to designating the Chief
7916 Financial Oficer lnAsuranceComm-ssioner—and—TFreasurer as agent

7917 for service of process as required by this section, also furnish

7918| the departnent with the nanme and address of a resident of this
7919 state upon whom notices or orders of the departnent or process
7920 affecting the applicant or licensee may be served. After

7921 issuance of the license, the licensee nust also notify the
7922 departnment of change of the person to receive such notices,
7923| orders, or process; such change is not effective until

7924 acknow edged by the departnent.

7925 (9) Beginnping—duy—1—1997- The departnent may, by rule,
7926 specify experience, educational, or other training standards

7927 required for licensure under this section.
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7928 Section 184. Section 626.9919, Florida Statutes, is
7929 anended to read:
7930 626. 9919 Notice of change of |icensee address or

7931| nane.--Each viatical settlenent provider |icensee, viatical
7932 settlenent broker licensee, and viatical settlenent sal es agent

7933| licensee nust provide the office or departnent, as applicable,

7934| at |east 30 days' advance notice of any change in the |icensee's
7935 nane, residence address, principal business address, or mailing
7936 address.

7937 Section 185. Section 626.9921, Florida Statutes, is

7938| anended to read:

7939 626.9921 Filing of fornms; required procedures; approval.--
7940 (1) A viatical settlenent contract form viatical

7941| settlenment purchase agreenent form escrow form or related form
7942 may be used in this state only after the formhas been filed
7943 with the office departrent and only after the form has been

7944 approved by the office departrnent.

7945 (2) The viatical settlenment contract form viatical

7946| settl enment purchase agreenent form escrow form or related form
7947 must be filed with the office departrent at | east 60 days before
7948 its use. The formis considered approved on the 60th day after
7949| its date of filing unless it has been previously di sapproved by
7950 the office departrent. The office departrnent nmust di sapprove a
7951| wviatical settlenent contract form viatical settlenent purchase
7952 agreenent form escrow form or related formthat is

7953 wunreasonable, contrary to the public interest, discrimnatory,

7954 or msleading or unfair to the viator or the purchaser.
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7955 (3) If aviatical settlenent provider elects to use a

7956( related provider trust in accordance with this act, the viatical
7957| settlenent provider shall file notice of its intention to use a
7958| related provider trust with the office departrnent, including a
7959 copy of the trust agreenent of the related provider trust. The
7960( organi zational docunents of the trust nust be submtted to and
7961 approved by the office departrnent before the transacting of

7962 business by the trust.

7963 (4) The conm ssion departwent- may adopt, by rule,

7964| standardi zed fornms to be used by |icensees, at the |icensee's

7965 option in place of separately approved forns.

7966 Section 186. Section 626.9922, Florida Statutes, is

7967| anmended to read:

7968 626. 9922 Exam nation. - -

7969 (1) The office or departnent may exam ne the business and

7970 affairs of any of its respective |licensees or applicants

7971 H-censee—or—apptiecant for a license. The office or departnent

7972 may order any such licensee or applicant to produce any records,

7973| books, files, advertising and solicitation materials, or other
7974 information and nay take statenents under oath to determ ne

7975 whether the licensee or applicant is in violation of the |law or
7976 is acting contrary to the public interest. The expenses

7977 incurred in conducting any exam nation or investigation nust be
7978| paid by the licensee or applicant. Exam nations and

7979 investigations nmust be conducted as provided in chapter 624, and
7980( licensees are subject to all applicable provisions of the

7981 insurance code.
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7982 (2) Al accounts, books and records, docunents, files,
7983| contracts, and other information relating to all transactions of
7984 viatical settlenent contracts or viatical settlenment purchase
7985| agreenents nust be nmaintained by the |licensee for a period of at
7986| |least 3 years after the death of the insured and nust be

7987| available to the office or departnment for inspection during

7988| reasonabl e business hours.

7989 (3) Al such records or accurate copies of such records
7990 must be maintained at the |icensee's hone office. As used in
7991| this section, the term"hone office" neans the principal place
7992 of business and any other single storage facility, the street
7993| address of which shall be disclosed to the office or departnent
7994 within 20 days after its initial use, or within 20 days of the
7995 effective date of this subsection.

7996 (4) The originals of records required to be maintained
7997| under this section nust be made available to the office or

7998 departnent for exam nation at the office's or departnent's

7999 request.

8000 Section 187. Subsection (2) of section 626.99235, Florida
8001 Statutes, is amended to read:

8002 626. 99235 Disclosures to viatical settlenent purchasers;
8003| m srepresentations.--

8004 (2) The viatical settlenment provider and the viatical

8005| settlenent sal es agent, thenselves or through another person,
8006/ shall provide in witing the follow ng disclosures to any

8007| viatical settlenent purchaser or purchaser prospect:
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8008 (a) That the return represented as being avail abl e under
8009| the viatical settlenent purchase agreenent is directly tied to
8010 the projected |ife span of one or nore insureds.

8011 (b) If areturnis represented, the disclosure shall

8012 indicate the projected |life span of the insured or insureds

8013 whose life or lives are tied to the return.

8014 (c) If required by the ternms of the viatical settlenent
8015| purchase agreenent, that the viatical settlenent purchaser shall
8016| be responsible for the paynent of insurance premuns on the life
8017 of the insured, late or surrender fees, or other costs related
8018| to the life insurance policy on the life of the insured or

8019| insureds whi ch may reduce the return.

8020 (d) The amount of any trust fees, comm ssions, deductions,
8021| or other expenses, if any, to be charged to the viati cal

8022| settlement purchaser.

8023 (e) The name and address of the person responsible for
8024| tracking the insured.

8025 (f) That group policies may contain limtations or caps in
8026/ the conversion rights, that additional prem uns may have to be
8027 paid if the policy is converted, and that the party responsible
8028| for the paynent of such additional prem unms shall be identified.
8029 (g That the life expectancy and rate of return are only
8030| estimtes and cannot be guarant eed.

8031 (h) That the purchase of a viatical settlenent contract
8032| should not be considered a liquid purchase, since it is

8033| inpossible to predict the exact timng of its maturity and the
8034| funds may not be available until the death of the insured.
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8035 (1) The nanme and address of the person with the

8036| responsibility for paying the premumuntil the death of the
8037 insured.

8038
8039
8040 The written disclosure required under this subsection shall be
8041| conspicuously displayed in any viatical settlenent purchase

8042| agreenent, and in any solicitation material furnished to the
8043| viatical settlenent purchaser by such viatical settlenent

8044| provider, related provider trust, or person, and shall be in
8045| contrasting color and in not |ess than 10-point type or no

8046 smaller than the |largest type on the page if larger than 10-
8047| point type. The commi ssion nay departwent—is—authorized—to adopt

8048| by rule the disclosure formto be used. The discl osures need not

8049 be furnished in an invitation to inquire, the objective of which
8050 is to create a desire to inquire further about entering into a
8051| viatical settlenent purchase agreenent. The invitation to

8052| inquire nmay not quote rates of return, may not include materi al
8053| attendant to the execution of any specific viatical settlenent

8054| purchase agreenment, and may not relate to any specific viator.

8055 Section 188. Section 626.99245, Florida Statutes, is
8056/ anended to read:

8057 626. 99245 Conflict of regulation of viaticals.--

8058 (1) Aviatical settlenent provider who fromthis state

8059 enters into a viatical settlenment purchase agreenent with a
8060| purchaser who is a resident of another state that has enacted
8061| statutes or adopted regul ations governing viatical settlenent

8062| purchase agreenents, shall be governed in the effectuation of
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8063| that viatical settlenent purchase agreenment by the statutes and
8064| regqul ations of the purchaser's state of residence. If the state
8065| in which the purchaser is a resident has not enacted statutes or
8066| regqgulations governing viatical settlenent purchase agreenents,
8067| the provider shall give the purchaser notice that neither

8068| Florida nor his or her state regulates the transacti on upon

8069 which he or she is entering. For transactions in these states,
8070 however, the viatical settlenent provider is to maintain al

8071| records required as if the transactions were executed in

8072 Florida. However, the forns used in those states need not be
8073| approved by the office departrent.

8074 (2) Awviatical settlenent provider who fromthis state
8075 enters into a viatical settlenent contract with a viator who is
8076/ a resident of another state that has enacted statutes or adopted
8077| regul ations governing viatical settlement contracts shall be
8078| governed in the effectuation of that viatical settlenent

8079| contract by the statutes and regul ations of the viator's state
8080 of residence. If the state in which the viator is a resident has
8081 not enacted statutes or regul ati ons governing viati cal

8082| settlenent agreenents, the provider shall give the viator notice
8083| that neither Florida nor his or her state regul ates the

8084| transaction upon which he or she is entering. For transactions
8085| in those states, however, the viatical settlenment provider is to
8086/ mamintain all records required as if the transactions were

8087 executed in Florida. The fornms used in those states need not be
8088| approved by the office departrent.

8089 (3) This section does not affect the requirenent of ss.
8090| 626.9911(5)¢6) and 626.9912(1) that a viatical settlenent
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8091| provider doing business fromthis state nust obtain a viati cal
8092 settlenent |icense fromthe office departrwent. As used in this
8093| subsection, the term "doing business fromthis state" includes
8094| effectuating viatical settlenent contracts and effectuating

8095| viatical settlenent purchase agreenents fromoffices in this
8096| state, regardless of the state of residence of the viator or the

8097| wviatical settlenment purchaser.

8098 Section 189. Section 626.9925, Florida Statutes, is
8099| anended to read:
8100 626. 9925 Rul es.--The comni ssi on departrent may adopt rul es

8101| to administer this act, including rules establishing standards
8102| for evaluating advertising by |licensees; rules providing for the
8103| collection of data, for disclosures to viators or purchasers,
8104| and for the reporting of |ife expectancies; and rules defining
8105 terms used in this act and prescribing recordkeeping

8106| requirenments relating to executed viatical settlenent contracts

8107| and viatical settlenent purchase agreenents.

8108 Section 190. Section 626.9926, Florida Statutes, is
8109 anended to read:
8110 626. 9926 Rate regul ation not authorized.--Nothing in this

8111| act shall be construed to authorize the office or departnent to
8112| directly or indirectly regulate the anount paid as consideration
8113| for entry into a viatical settlenent contract or viatical

8114| settl enent purchase agreenent.

8115 Section 191. Subsection (2) of section 626.9927, Florida
8116/ Statutes, is amended to read:

8117 626. 9927 Unfair trade practices; cease and desi st;

8118| injunctions; civil renedy.--
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8119 (2) In addition to the penalties and ot her enforcenent
8120| provisions of this act, if any person violates this act or any
8121| rule inplenenting this act, the office or departnent, as

8122| appropriate, may seek an injunction in the circuit court of the

8123 county where the person resides or has a principal place of
8124| business and may apply for tenporary and permanent orders that
8125| the office or departnent determ nes necessary to restrain the

8126| person fromconmtting the violation.

8127 Section 192. Section 626.99272, Florida Statutes, is
8128 anended to read:

8129 626. 99272 Cease and desist orders and fines. --

8130 (1) The office or departnment as appropriate may issue a

8131| cease and desi st order upon a person that violates any provision

8132| of this part, any rule or order adopted by the conm ssion,

8133| office, or departnent, or any witten agreenent entered into

8134| with the office or departnent.

8135 (2) When the office or departnent finds that such an

8136| action presents an i nmedi ate danger to the public which requires
8137 an immedi ate final order, it may issue an energency cease and
8138| desist order reciting with particularity the facts underlying
8139| such findings. The enmergency cease and desist order is effective
8140| i nmmedi ately upon service of a copy of the order on the

8141| respondent and renains effective for 90 days. If the office or
8142| departnent begi ns nonenergency cease and desi st proceedi ngs

8143| under subsection(1l), the energency cease and desi st order

8144 remins effective, absent an order by an appellate court of

8145| conpetent jurisdiction pursuant to s. 120.68, until the

8146| concl usi on of proceedi ngs under ss. 120.569 and 120.57.
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8147 (3) The office or departnment may inpose and col |l ect an
8148| administrative fine not to exceed $10, 000 for each nonw | I ful
8149| violation and $25,000 for each willful violation of any

8150| provision of this part.

8151 Section 193. Section 626.99285, Florida Statutes, is
8152| anended to read:
8153 626. 99285 Applicability of insurance code.--1n addition to

8154| other applicable provisions cited in the insurance code, the
8155| office or departnment, as appropriate, has the authority granted
8156/ under ss. 624.310, 626.901, and 626.989 to regul ate viati cal

8157| settlenent providers, viatical settlenent brokers, viatical

8158| settlenent sales agents, viatical settlenent contracts, viatical
8159| settlement purchase agreenents, and viatical settlenent

8160| transacti ons.

8161 Section 194. Section 626.99295, Florida Statutes, is
8162| anended to read:
8163 626. 99295 G ace period.--An unlicensed viatical settlenent

8164| provider or viatical settlenent broker that was legally
8165| transacting business in this state on June 30, 2000, nay
8166/ continue to transact such business, in the absence of any orders

8167| by the office, departnment, or the forner Departnent of |nsurance

8168/ to the contrary, until the office or departnent, as applicabl e,

8169| approves or disapproves the viatical settlenent provider's

8170| application for licensure if the viatical settlenent provider or
8171| viatical settlenment broker filed #++es with the forner

8172| departnent an application for licensure no |ater than August 1,
8173| 2000, and if the viatical settlenment provider or viatica

8174| settlenent broker conplies with all other provisions of this
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8175| act. Any form for which forner departnent approval was s
8176| required under this part nust have been be filed by August 1,
8177 2000, and may continue to be used until disapproved by the
8178| office or departnent.

8179 Section 195. Paragraphs (a), (b), and (c) of subsection
8180| (2) and paragraph (c) of subsection(3) of section 627.0628,

8181| Florida Statutes, are anended to read:

8182 627.0628 Fl orida Conm ssion on Hurricane Loss Projection
8183| Met hodol ogy. --

8184 (2) COW SSI ON CREATED. - -

8185 (a) There is created the Florida Conm ssion on Hurricane

8186| Loss Projection Methodol ogy, which is assigned to the State

8187| Board of Administration. For the purposes of this section, the

8188| term "conmm ssion” neans the Florida Conm ssion on Hurricane LoSsS

8189| Projection Methodol ogy. The commi ssion shall be admi nistratively
8190\ housed within the State Board of Admi nistration, but it shall

8191| i ndependently exercise the powers and duties specified in this
8192| section.

8193 (b) The conm ssion shall consist of the following 11
8194 nenbers:

8195 1. The insurance consumer advocate.

8196 2. The senior enployee of the State Board of

8197| Adm nistration responsible for operations Chief—Operating
8198| OHicer of the Florida Hurricane Catastrophe Fund.

8199 3. The Executive Director of the Ctizens Property

8200| | nsurance Corporation Residential—Property—and—-GCasualty—Joint
8201 Underwriting Association.

Page 296 of 756
CODING: Words stricken are deletions; words underlined are additions.



F L ORI DA H O U S E O F R EPRESENTATI V E S

O

HB 1337 2003
CS

8202 4. The Director of the Division of Emergency Managenent of
8203 the Department of Conmunity Affairs.
8204 5. The actuary nenber of the Florida Hurricane Catastrophe
8205/ Fund Advi sory Council .
8206 6. Six nmenbers appointed by the Chief Financial Oficer
8207| insuranceComm-ssioner, as foll ows:
8208 a. An enployee of the office Bepartwent—oftnsurance who

8209| is an actuary responsible for property insurance rate filings.
8210 b. An actuary who is enployed full time by a property and
8211| casualty insurer which was responsible for at |east 1 percent of
8212| the aggregate statewide direct witten prem um for honmeowner's
8213| insurance in the cal endar year preceding the nenber's

8214| appointnent to the comm ssion.

8215 c. An expert in insurance finance who is a full tine

8216| nmenber of the faculty of the State University System and who has
8217| a background in actuarial science.

8218 d. An expert in statistics who is a full time nenber of
8219| the faculty of the State University System and who has a

8220| background in insurance.

8221 e. An expert in conputer systemdesign who is a full tinme
8222| nmenber of the faculty of the State University System
8223 f. An expert in neteorology who is a full tinme nenber of

8224 the faculty of the State University System and who specializes
8225| in hurricanes.

8226 (c) Menbers designated under subparagraphs (b)1.-5. shall
8227| serve on the conmi ssion as long as they nmaintain the respective
8228| offices designated in subparagraphs (b)1l.-5. Menbers appointed
8229| by the Chief Financial Oficer Hhsurance—Comm-ssioner under
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8230| subparagraph (b)6. shall serve on the comm ssion until the end
8231 of the termof office of the Chief Financial Oficer lasurance
8232| GCowm-ssi-oner~ who appointed them unless earlier renoved by the
8233| Chief Financial Oficer lnasuranceComm-ssioner for cause.

8234\ Vacancies on the conm ssion shall be filled in the same manner

8235| as the original appointnment.

8236 (3) ADOPTI ON AND EFFECT OF STANDARDS AND GUI DELI NES. - -
8237 (c) Wth respect to arate filing under s. 627.062, an
8238| insurer may enpl oy actuarial nethods, principles, standards,
8239| nodel s, or output ranges found by the conm ssion to be accurate
8240 or reliable to determne hurricane | oss factors for use in a
8241 rate filing under s. 627.062, which findings and factors are
8242| adm ssible and relevant in consideration of a rate filing by the
8243| office departrent- or in any arbitration or admnistrative or
8244| judicial review

8245 Section 196. Paragraph (b) of subsection (2) and

8246| subsections (5), (6), and (9) of section 627.0629, Florida

8247| Statutes, are anended to read:

8248 627. 0629 Residential property insurance; rate filings.--
8249 (2)
8250 (b) Arate filing for residential property insurance nmade

8251| nore than 150 days after approval by the office departwent of a
8252| building code rating factor plan submtted by a statew de rating
8253| organi zation shall include positive and negative rate factors

8254\ that reflect the manner in which building code enforcenent in a
8255| particular jurisdiction addresses risk of wind danage. The rate
8256| filing shall include variations fromstandard rate factors on an

8257| individual basis based on inspection of a particular structure

Page 298 of 756
CODING: Words stricken are deletions; words underlined are additions.



F L ORI DA H O U S E O F R EPRESENTATI V E S

O
HB 1337 2003
cs

8258| by a licensed honme inspector. |If an inspection is requested by
8259| the insured, the insurer may require the insured to pay the

8260| reasonabl e cost of the inspection. This paragraph applies to
8261| structures constructed or renovated after the inplenentation of
8262 this paragraph.

8263 (5 In order to provide an appropriate transition period,
8264 an insurer may, in its sole discretion, inplenent an approved
8265| rate filing for residential property insurance over a period of
8266/ years. An insurer electing to phase in its rate filing nust

8267 provide an informational notice to the office departwent setting
8268 out its schedule for inplenmentation of the phased-in rate

8269 filing.

8270 (6) An insurer may not wite a residential property

8271 insurance policy w thout providing w ndstorm coverage or

8272| hurricane coverage as defined in s. 627.4025. This subsection
8273| does not apply with respect to risks located in an area eligible
8274| for coverage under the high-risk account of the Gtizens

8275| Property Insurance Corporation pursuant to s. 627.351(6) Ferida

8276 Whndstorm-Underwriting-Association—under—s—827-351(2).

8277 (9) EVALUATI ON OF RESI DENTI AL PROPERTY STRUCTURAL
8278 SOUNDNESS. - -
8279 (a) It is the intent of the Legislature to provide a

8280| program whereby honmeowners may obtain an eval uati on of the w nd
8281| resistance of their hones with respect to preventing danage from
8282 hurricanes, together with a recommendati on of reasonabl e steps
8283| that may be taken to upgrade their homes to better w thstand
8284 hurricane force w nds.
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8285 (b) To the extent that funds are provided for this purpose
8286| in the General Appropriations Act, the Legislature hereby

8287| authorizes the establishnent of a programto be adm nistered by
8288 the Citizens Property | nsurance Corporation for honmeowners

8289| insured in the high-risk account Flerida—W-hndstorm-Underwiting
8290 Assoctation.

8291 (c) The program shall provide grants to honmeowners, for

8292| the purpose of providing homeowner applicants with funds to

8293| conduct an evaluation of the integrity of their honmes with

8294| respect to withstanding hurricane force w nds, recomendati ons
8295| to retrofit the hones to better withstand damage from such

8296 wi nds, and the estimated cost to nmake the recommended retrofits.
8297 (d) The Departnent of Community Affairs shall establish by
8298| rule standards to govern the quality of the evaluation, the

8299| quality of the recomendations for retrofitting, the eligibility
8300| of the persons conducting the evaluation, and the sel ection of
8301| applicants under the program In establishing the rule, the

8302| Department of Comrunity Affairs shall consult with the advisory

8303 commttee to mnimze the possibility of fraud or abuse in the
8304| evaluation and retrofitting process, and to ensure that funds
8305| spent by homeowners acting on the recommendati ons achi eve

8306| positive results.

8307 (e) The CGtizens Property Insurance Corporation Ferida
8308| W-ndstorm-Underwriting—Association shall identify areas of this

8309 state with the greatest wind risk to residential properties and

8310 recomrend annually to the Departnent of Community Affairs

8311| priority target areas for such evaluations and inclusion with

8312| the associated residential construction mtigation program
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8313 Section 197. Subsections (2) and (3) and paragraphs (a),
8314 (b), (c), (e), (f), and (g) of subsection (4) of section

8315 627.311, Florida Statutes, are amended to read:

8316 627.311 Joint underwiters and joint reinsurers.--

8317 (2) If the office departwent finds that any activity or
8318| practice of any such group, association, or other organization
8319 is unfair or unreasonable or otherw se inconsistent with the
8320| provisions of this chapter, it may issue a witten order

8321| specifying in what respects such activity or practice is unfair
8322 or unreasonable or otherw se inconsistent with the provisions of
8323| this chapter, and requiring the discontinuance of such activity
8324 or practice.

8325 (3) The office departwent nmay, after consultation with
8326 insurers licensed to wite autonobile insurance in this state,
8327| approve a joint underwiting plan for purposes of equitable
8328| apportionnment or sharing anong insurers of autonobile liability
8329 insurance and other notor vehicle insurance, as an alternate to
8330| the plan required in s. 627.351(1). Al insurers authorized to
8331] wite autonobile insurance in this state shall subscribe to the
8332| plan and participate therein. The plan shall be subject to

8333| continuous review by the office departnent- which may at any tine
8334| disapprove the entire plan or any part thereof if it determ nes
8335| that conditions have changed since prior approval and that in
8336| view of the purposes of the plan changes are warranted. Any
8337| disapproval by the office departwent shall be subject to the
8338| provisions of chapter 120. |f adopted, the plan and the

8339| associ ation created under the plan:
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8340 (a) Must be subject to all provisions of s. 627.351(1),
8341| except apportionnment of applicants.
8342 (b) May provide for one or nore designated insurers, able
8343 and wlling to provide policy and clains service, to act on

8344| behalf of all other insurers to provide insurance for applicants
8345/ who are in good faith entitled to, but unable to, procure

8346| insurance through the voluntary insurance nmarket at standard
8347| rates.

8348 (c) Must provide that designated insurers will issue

8349| policies of insurance and provide policyhol der and cl ains

8350| service on behalf of all insurers for the joint underwiting

8351| associ ati on.

8352 (d) Must provide for the equitable apporti onment anong
8353| insurers of |osses and expenses incurred.

8354 (e) Must provide that the joint underwiting association
8355 will operate subject to the supervision and approval of a board

8356| of governors consisting of 11 individuals, including 1 who wll
8357| be elected as chair. Five nenbers of the board nust be appointed
8358| by the Chief Financial Oficer lasurahce—Comm-ssioner. Two of
8359| the Chief Financial Oficer's comm-ssioner—s appoi ntees nust be

8360| chosen fromthe insurance industry. Any board nenber appointed
8361 by the Chief Financial Oficer lasurance—GComm-ssioner nmay be

8362| renoved and replaced by her or himat any time wthout cause.

8363| Six nenbers of the board nust be appointed by the participating
8364| insurers, two of whom nust be fromthe insurance agents’

8365| associations. Al board nenbers, including the chair, nust be
8366| appointed to serve for 2-year terns begi nning annually on a date

8367| designated by the plan.
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8368 (f) Must provide that an agent appointed to a servicing
8369| carrier nust be a licensed general |ines agent of an insurer
8370 which is authorized to wite autonobile liability and physi cal
8371 damage insurance in the state and which is actively witing such
8372| coverage in the county in which the agent is |ocated, or the
8373| immedi ately adjoining counties, or an agent who places a vol une
8374| of other property and casualty insurance in an anount equal to
8375| the prem um volunme placed with the Florida Joint Underwriting
8376/ Associ ation. The office departrent may, however, determ ne that
8377| an agent nmay be appointed to a servicing carrier if, after

8378| public hearing, the office departwent finds that consunmers in
8379| the agent's operating area would not have adequate and

8380| reasonabl e access to the purchase of autonobile insurance if the

8381| agent were not appointed to a servicing carrier.

8382 (g) Must nake avail abl e noncancel abl e coverage as provi ded
8383| ins. 627.7275(2).
8384 (h) Must provide for the furnishing of a list of insureds

8385| and their mailing addresses upon the request of a nenber of the
8386| association or an insurance agent |icensed to place business
8387 with an association nmenber. The |ist nust indicate whether the
8388| insured is currently receiving a good driver discount fromthe
8389| association. The plan nay charge a reasonable fee to cover the
8390| cost incurred in providing the list.

8391 (i) Must not provide a renewal credit or discount or any
8392| other inducenent designed to retain a risk.

8393 (j) Must not provide any other good driver credit or

8394| discount that is not actuarially sound. |In addition to other

8395| criteria that the plan may specify, to be eligible for a good
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8396| driver credit, an insured nust not have any crimnal traffic
8397| violations within the nost recent 36-nonth period preceding the
8398| date the discount is received.

8399 (k) Shall have no liability, and no cause of action of any
8400| nature shall arise against, any nenber insurer or its agents or
8401| enpl oyees, agents or enpl oyees of the association, menbers of
8402| the board of governors of the association, the Chief Financial
8403| Officer, or the office departrent or its representatives, for
8404| any action taken by themin the performance of their duties or

8405 responsibilities under this subsection. Such i munity does not
8406| apply to actions for or arising out of breach of any contract or
8407| agreenment pertaining to insurance, or any willful tort.

8408 (1)1. Shall be subject to the public records requirenents
8409| of chapter 119 and the public neeting requirenents of s.

8410 286.011. However, the follow ng records of the Florida

8411| Autonobile Joint Underwiting Association are confidential and
8412 exenpt froms. 119.07(1) and s. 24(a), Art. | of the State

8413| Constitution:

8414 a. Underwiting files, except that a policyhol der or an
8415| applicant shall have access to his or her own underwiting

8416 files.

8417 b. Cdains files, until termnation of all litigation and
8418| settlenent of all clains arising out of the sanme incident,

8419| al though portions of the clains files may remain exenpt, as
8420| otherw se provided by | aw. Confidential and exenpt clains file
8421| records nmay be rel eased to ot her governnental agencies upon

8422 witten request and denonstration of need; such records held by
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8423| the receiving agency remain confidential and exenpt as provided
8424 by this paragraph.

8425 c. Records obtained or generated by an internal auditor
8426| pursuant to a routine audit, until the audit is conpleted or, if
8427 the audit is conducted as part of an investigation, until the
8428| investigation is closed or ceases to be active. An

8429 investigation is considered "active" while the investigation is
8430| being conducted with a reasonable, good faith belief that it
8431 could lead to the filing of admnistrative, civil, or crimnal
8432| proceedi ngs.

8433 d. Mtters reasonably enconpassed in privileged attorney-
8434 client communi cations.

8435 e. Proprietary information |icensed to the association
8436/ wunder contract when the contract provides for the

8437 confidentiality of such proprietary information.

8438 f. Al information relating to the nedical condition or
8439| nedical status of an association enployee which is not rel evant
8440 to the enployee's capacity to performhis or her duties, except
8441| as otherwi se provided in this paragraph. Information which is
8442| exenpt shall include, but is not limted to, information

8443| relating to workers' conpensation, insurance benefits, and

8444| retirement or disability benefits.

8445 g. Al records relative to an enployee's participation in
8446| an enpl oyee assi stance program designed to assist any enpl oyee
8447 who has a behavioral or nedical disorder, substance abuse

8448| problem or enotional difficulty which affects the enployee's
8449| job performance, except as otherw se provided in s.

8450 112.0455(11).
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8451 h. Information relating to negotiations for financing,
8452| reinsurance, depopul ation, or contractual services, until the
8453| concl usion of the negotiations.

8454 i. Mnutes of closed neetings regarding underwiting
8455 files, and mnutes of closed neetings regarding an open cl ains
8456 file until termnation of all litigation and settlenent of al
8457 clainms with regard to that claim except that information

8458| ot herw se confidential or exenpt by |aw nust be redacted.

8459
8460
8461 When an aut horized insurer is considering underwiting a risk
8462 insured by the association, relevant underwiting files and

8463| confidential clains files may be released to the insurer

8464| provided the insurer agrees in witing, notarized and under

8465 oath, to maintain the confidentiality of such files. Wen a
8466| file is transferred to an insurer, that file is no | onger a

8467| public record because it is not held by an agency subject to the
8468| provisions of the public records | aw. The associati on nay make
8469| the follow ng information obtained fromunderwiting files and
8470 confidential clains files available to Iicensed general |ines
8471| insurance agents: name, address, and tel ephone nunber of the
8472| autonobile owner or insured; location of the risk; rating

8473| information; loss history; and policy type. The receiving

8474 licensed general lines insurance agent nmust retain the

8475 confidentiality of the information received.

8476 2. Portions of neetings of the Florida Autonpbile Joint
8477 Underwiting Association during which confidential underwiting

8478| files or confidential open clains files are discussed are exenpt
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8479 fromthe provisions of s. 286.011 and s. 24(b), Art. | of the
8480 State Constitution. Al portions of association nmeetings which
8481| are closed to the public shall be recorded by a court reporter.
8482| The court reporter shall record the tines of comencenent and
8483| termi nation of the nmeeting, all discussion and proceedi ngs, the
8484| nanes of all persons present at any tinme, and the nanes of all
8485| persons speaking. No portion of any closed neeting shall be off
8486| the record. Subject to the provisions of this paragraph and s.
8487| 119.07(2)(a), the court reporter's notes of any cl osed neeting
8488 shall be retained by the association for a mninmumof 5 years.
8489| A copy of the transcript, |ess any exenpt matters, of any cl osed
8490| neeting during which clainms are discussed shall becone public as
8491| to individual clains after settlenent of the claim

8492
8493
8494 Thi s paragraph is subject to the Open Governnment Sunset Revi ew
8495/ Act of 1995 in accordance with s. 119.15, and shall stand

8496| repeal ed on Cctober 2, 2003, unless reviewed and saved from
8497| repeal through reenactnent by the Legislature.

8498 (4)(a) EHHeetiveuponthis—actbecomng—altaw— The office
8499| departrent shall, after consultation with insurers, approve a
8500 joint underwriting plan of insurers which shall operate as a
8501| nonprofit entity. For the purposes of this subsection, the term
8502| "insurer" includes group self-insurance funds authorized by s.
8503 624.4621, commercial self-insurance funds authorized by s.

8504 624.462, assessable nutual insurers authorized under s.

8505| 628.6011, and insurers licensed to wite workers' conpensation

8506 and enployer's liability insurance in this state. The purpose of
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8507| the plan is to provide workers' conpensation and enpl oyer's

8508 liability insurance to applicants who are required by law to
8509| rmaintain workers' conpensation and enployer's liability

8510| insurance and who are in good faith entitled to but who are

8511 unable to purchase such insurance through the voluntary market.
8512| The il I L | hal i Licios beainni

8513| January—1,—1994- The plan nust have actuarially sound rates that
8514| assure that the plan is self-supporting.

8515 (b) The operation of the plan is subject to the

8516/ supervision of a 13-nenber board of governors. The board of

8517| governors shall be conprised of:

8518 1. Five of the 20 donestic insurers, as defined in s.

8519| 624.06(1), having the largest voluntary direct premuns witten
8520 in this state for workers' conpensation and enployer's liability
8521| insurance, which shall be elected by those 20 donestic insurers;
8522 2. Five of the 20 foreign insurers as defined in s.

8523| 624.06(2) having the |largest voluntary direct premuns witten
8524 in this state for workers' conpensation and enployer's liability

8525| insurance, which shall be elected by those 20 foreign insurers;

8526 3. One person, who shall serve as the chair, appointed by
8527 the Chief Financial Oficer hasurance Commi-ssioher;

8528 4. One person appointed by the | argest property and

8529| casualty insurance agents' association in this state; and

8530 5. The consuner advocate appoi nted under s. 627.0613 or
8531| the consuner advocate's designee.

8532

8533
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8534 Each board nenber shall serve a 4-year term and nay serve

8535/ consecutive ternms. No board menber shall be an insurer which
8536| provides service to the plan or which has an affiliate which
8537| provides services to the plan or which is serviced by a service
8538| conpany or third-party adm nistrator which provides services to
8539| the plan or which has an affiliate which provides services to
8540 the plan. The m nutes, audits, and procedures of the board of
8541| governors are subject to chapter 119.

8542 (c) The operation of the plan shall be governed by a plan
8543| of operation that is prepared at the direction of the board of
8544| governors. The plan of operation may be changed at any tinme by
8545| the board of governors or upon request of the office departrent.
8546 The plan of operation and all changes thereto are subject to the
8547| approval of the office departnent. The plan of operation shall

8548 1. Authorize the board to engage in the activities

8549| necessary to inplenment this subsection, including, but not
8550 limted to, borrow ng noney.

8551 2. Develop criteria for eligibility for coverage by the

8552| plan, including, but not limted to, docunented rejection by at
8553| least two insurers which reasonably assures that insureds

8554| covered under the plan are unable to acquire coverage in the
8555| voluntary market. Any insured may voluntarily elect to accept
8556| coverage froman insurer for a premiumequal to or greater than
8557 the plan premumif the insurer witing the coverage adheres to
8558| the provisions of s. 627.171.

8559 3. Require notice fromthe agent to the insured at the
8560 tinme of the application for coverage that the application is for

8561| coverage with the plan and that coverage nay be avail able
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8562| through an insurer, group self-insurers' fund, conmercial self-
8563| insurance fund, or assessable nutual insurer through another
8564| agent at a | ower cost.

8565 4. Establish prograns to encourage insurers to provide
8566| coverage to applicants of the plan in the voluntary market and
8567| to insureds of the plan, including, but not limted to:

8568 a. Establishing procedures for an insurer to use in

8569| notifying the plan of the insurer's desire to provide coverage
8570 to applicants to the plan or existing insureds of the plan and
8571 in describing the types of risks in which the insurer is

8572| interested. The description of the desired risks nmust be on a
8573 form devel oped by the plan.

8574 b. Devel oping forns and procedures that provide an insurer
8575| with the information necessary to determ ne whether the insurer
8576 wants to wite particular applicants to the plan or insureds of
8577| the plan.

8578 c. Devel oping procedures for notice to the plan and the
8579| applicant to the plan or insured of the plan that an insurer
8580 will insure the applicant or the insured of the plan, and notice
8581| of the cost of the coverage offered; and devel opi ng procedures
8582| for the selection of an insuring entity by the applicant or

8583| insured of the plan.

8584 d. Provide for a nmarket-assistance plan to assist in the
8585| placenent of enployers. Al applications for coverage in the
8586| plan received 45 days before the effective date for coverage
8587| shall be processed through the market -assi stance plan. A market -

8588| assistance plan specifically designed to serve the needs of
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8589| snmmll good policyhol ders as defined by the board nmust be

8590 finalized by January 1, 1994.

8591 5. Provide for policy and clains services to the insureds
8592| of the plan of the nature and quality provided for insureds in
8593| the voluntary market.

8594 6. Provide for the review of applications for coverage
8595 with the plan for reasonabl eness and accuracy, using any

8596| avail able historic information regarding the insured.

8597 7. Provide for procedures for auditing insureds of the
8598| plan which are based on reasonabl e busi ness judgnent and are
8599| designed to naxim ze the likelihood that the plan will coll ect
8600| the appropriate prem uns.

8601 8. Authorize the plan to term nate the coverage of and
8602| refuse future coverage for any insured that submts a fraudul ent
8603| application to the plan or provides fraudul ent or grossly

8604| erroneous records to the plan or to any service provider of the
8605/ plan in conjunction with the activities of the plan.

8606 9. Establish service standards for agents who submt

8607| business to the plan.

8608 10. Establish criteria and procedures to prohibit any
8609| agent who does not adhere to the established service standards
8610 from pl aci ng business with the plan or receiving, directly or

8611| indirectly, any comm ssions for business placed with the plan.

8612 11. Provide for the establishnent of reasonable safety
8613| prograns for all insureds in the plan.
8614 12. Authorize the plan to termi nate the coverage of and

8615| refuse future coverage to any insured who fails to pay prem uns

8616| or surcharges when due; who, at the time of application, is
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8617| delingquent in paynents of workers' conpensation or enployer's
8618| liability insurance prem uns or surcharges owed to an insurer,
8619| group self-insurers' fund, commercial self-insurance fund, or
8620| assessable mutual insurer licensed to wite such coverage in
8621| this state; or who refuses to substantially conply wth any
8622| safety progranms recommended by the plan.

8623 13. Authorize the board of governors to provide the

8624| services required by the plan through staff enployed by the
8625| plan, through reasonably conpensated service providers who

8626 contract with the plan to provide services as specified by the
8627| board of governors, or through a conbination of enployees and
8628 service providers.

8629 14. Provide for service standards for service providers,
8630| nethods of determ ning adherence to those service standards,
8631| incentives and disincentives for service, and procedures for
8632| term nating contracts for service providers that fail to adhere
8633 to service standards.

8634 15. Provide procedures for selecting service providers and
8635| standards for qualification as a service provider that

8636| reasonably assure that any service provider selected wll

8637| continue to operate as an ongoi ng concern and i s capabl e of

8638| providing the specified services in the manner required.

8639 16. Provide for reasonabl e accounting and data-reporting
8640| practices.

8641 17. Provide for annual review of costs associated with the
8642| adm nistration and servicing of the policies issued by the plan

8643| to determine alternatives by which costs can be reduced.
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8644 18. Authorize the acquisition of such excess insurance or
8645 reinsurance as is consistent with the purposes of the plan.

8646 19. Provide for an annual report to the office departwent
8647| on a date specified by the office departwent and contai ning such
8648 information as the office department reasonably requires.

8649 20. Establish nultiple rating plans for various

8650 classifications of risk which reflect risk of |oss, hazard

8651| grade, actual |osses, size of premium and conpliance with |oss
8652 control. At |east one of such plans nust be a preferred-rating
8653| plan to acconmodate small -prem um policyhol ders with good

8654| experience as defined in sub-subparagraph 22.a.

8655 21. Establish agent conm ssion schedul es.
8656 22. Establish three subplans as foll ows:
8657 a. Subplan "A" nust include those insureds whose annual

8658| prenmi um does not exceed $2,500 and who have neither incurred any
8659| lost-tine clainms nor incurred nedical -only clainms exceeding 50
8660| percent of their premumfor the i mediate 2 years.

8661 b. Subplan "B" nust include insureds that are enpl oyers
8662| identified by the board of governors as high-risk enpl oyers due
8663| solely to the nature of the operations being perfornmed by those
8664| insureds and for whom no market exists in the voluntary narket,

8665/ and whose experience nodifications are | ess than 1.00.

8666 c. Subplan "C'" must include all other insureds within the
8667| pl an.
8668 (e) The plan shall establish and use its rates and rating

8669| plans, and the plan may establish and use changes in rating
8670 plans at any tinme, but no nore frequently than two tinmes per any

8671| rating class for any cal endar year. By Decenber 1, 1993, and
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8672| Decenber 1 of each year thereafter, the board shall establish
8673| and use actuarially sound rates for use by the plan to assure
8674 that the plan is self-funding while those rates are in effect.
8675/ Such rates and rating plans nust be filed with the office

8676 departwent within 30 cal endar days after their effective dates,
8677| and shall be considered a "use and file" filing. Any di sapproval
8678 by the office department nust have an effective date that is at
8679| |east 60 days fromthe date of disapproval of the rates and
8680| rating plan and nust have prospective effect only. The plan may
8681| not be subject to any order by the office departwent to return
8682| to policyholders any portion of the rates di sapproved by the
8683| office departnent. The office department may not di sapprove any
8684| rates or rating plans unless it denonstrates that such rates and
8685| rating plans are excessive, inadequate, or unfairly

8686 discrimnatory.

8687 (f) No later than June 1 of each year, the plan shall

8688| obtain an independent actuarial certification of the results of
8689| the operations of the plan for prior years, and shall furnish a
8690| copy of the certification to the office departrent. If, after
8691| the effective date of the plan, the projected ultimte incurred
8692| | osses and expenses and dividends for prior years exceed

8693| collected prem uns, accrued net investnent incone, and prior
8694| assessnents for prior years, the certification is subject to
8695| review and approval by the office departwent before it becones
8696| final.

8697 (g) Wenever a deficit exists, the plan shall, within 90
8698| days, provide the office departient- with a programto elimnate

8699 the deficit within a reasonable tinme. The deficit may be funded
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8700| through increased prem uns charged to i nsureds of the plan for
8701| subsequent years, through the use of policyhol der surplus
8702| attributable to any year, and through assessnents on insureds in

8703 the plan if the plan uses assessabl e policies.

8704 Section 198. Section 627.3111, Florida Statutes, is
8705| anended to read:
8706 627.3111 Public records exenption.--All bank account

8707 nunbers and debit, charge, and credit card nunbers, and all

8708| other personal financial and health information of a consuner
8709 held by the department or office efthsuranee or their s

8710| service providers or agents, relating to a consumer's conpl ai nt
8711 or inquiry regarding a matter or activity regul ated under the
8712| Florida Insurance Code, are confidential and exenpt froms.

8713| 119.07(1) and s. 24(a), Art. | of the State Constitution. For
8714 the purpose of this section, the term"consumer" includes but is
8715 not limted to a prospective purchaser, purchaser, or

8716| beneficiary of, or applicant for, any product or service

8717| regqul ated under the Florida Insurance Code, and a fam |y nenber
8718| or dependent of a consuner, a subscriber under a group policy,
8719 or a policyholder. This information shall be redacted from

8720| records that contain nonexenpt information prior to disclosure.
8721 This exenption applies to informati on made confidential and

8722| exenpt by this section held by the departnent or office ef

8723| thsurahee or their s service providers or agents before, on,
8724 or after the effective date of this exenption. Such confidenti al
8725| and exenpt information may be discl osed to another governnent al
8726| entity, if disclosure is necessary for the receiving entity to

8727 performits duties and responsibilities, and may be disclosed to
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8728 the National Association of Insurance Conm ssioners. The

8729| receiving governnental entity and the association nust maintain
8730| the confidential and exenpt status of such information. The

8731 information made confidential and exenpt by this section may be
8732 used in a crimnal, civil, or admnistrative proceeding so |ong
8733 as the confidential and exenpt status of such information is
8734 maintained. This exenption does not include the nane and address
8735| of an inquirer or conplainant to the departnent or office or the
8736/ nanme of an insurer or other regulated entity which is the

8737| subject of the inquiry or conplaint. This section is subject to
8738 the Open CGovernnent Sunset Review Act of 1995 in accordance with
8739 s. 119.15 and shall stand repeal ed on October 2, 2007, unless
8740 reviewed and saved fromrepeal through reenactnent by the

8741| Legi sl ature.

8742 Section 199. Subsection (1), paragraphs (a) and (c) of
8743| subsection (3), paragraphs (a), (c), and (d) of subsection (4),
8744| and subsections (5) and (6) of section 627.351, Florida

8745| Statutes, are anmended, and paragraph (f) is added to subsection
8746| (2) of that section to read:

8747 627. 351 |Insurance risk apportionnent plans.--

8748 (1) MOTOR VEH CLE | NSURANCE RI SK

8749| APPORTI ONMENT. - - Agreenents may be nade anpbng casualty and surety
8750 insurers with respect to the equitable apportionnent anmong them
8751 of insurance which may be afforded applicants who are in good
8752| faith entitled to, but are unable to, procure such insurance
8753| through ordinary nethods, and such insurers may agree anong

8754 thenselves on the use of reasonable rate nodifications for such

8755| insurance. Such agreenents and rate nodifications shall be
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8756| subject to the approval of the office departrent. The office
8757| departwent shall, after consultation with the insurers |icensed
8758 to wite autonobile liability insurance in this state, adopt a
8759| reasonable plan or plans for the equitable apportionnment anong
8760 such insurers of applicants for such insurance who are in good
8761 faith entitled to, but are unable to, procure such insurance
8762 through ordinary nethods, and, when such plan has been adopt ed,
8763| all such insurers shall subscribe thereto and shall participate
8764| therein. Such plan or plans shall include rules for

8765/ classification of risks and rates therefor. The plan or plans
8766| shall nmke avail abl e noncancel abl e coverage as provided in s.
8767 627.7275(2). Any insured placed with the plan shall be notified
8768 of the fact that insurance coverage is being afforded through
8769| the plan and not through the private market, and such

8770 notification shall be given in witing within 10 days of such
8771 placenment. To assure that plan rates are nade adequate to pay
8772| clains and expenses, insurers shall devel op a neans of obtaining
8773| | oss and expense experience at |east annually, and the plan

8774 shall file such experience, when available, with the office

8775 departmwent in sufficient detail to make a determnation of rate
8776| adequacy. Prior to the filing of such experience with the office
8777 departrent, the plan shall poll each nenber insurer as to the
8778| need for an actuary who is a nenber of the Casualty Actuaria
8779 Society and who is not affiliated wwth the plan's statistical
8780| agent to certify the plan's rate adequacy. If a majority of

8781| those insurers responding indicate a need for such

8782| certification, the plan shall include the certification as part

8783| of its experience filing. Such experience shall be filed with
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8784| the office departnent not nore than 9 nonths follow ng the end
8785 of the annual statistical period under review, together with a
8786| rate filing based on said experience. The office departrent

8787| shall initiate proceedings to disapprove the rate and so notify
8788 the plan or shall finalize its review within 60 days of receipt
8789 of the filing. Notification to the plan by the office departrent
8790 of its prelimnary findings, which include a point of entry to
8791| the plan pursuant to chapter 120, shall toll the 60-day period
8792| during any such proceedi ngs and subsequent judicial review The
8793| rate shall be deened approved if the office departwent does not
8794| issue notice to the plan of its prelimnary findings within 60
8795| days of the filing. In addition to provisions for clains and
8796| expenses, the ratenmaking formula shall include a factor for

8797| projected clains trending and 5 percent for contingencies. In no
8798 instance shall the formula include a renewal discount for plan
8799| insureds. However, the plan shall reunderwite each insured on
8800| an annual basis, based upon all applicable rating factors

8801| approved by the office departrent. Trend factors shall not be
8802 found to be inappropriate if not in excess of trend factors

8803| normally used in the devel opnent of residual market rates by the
8804| appropriate licensed rating organization. Each application for
8805| coverage in the plan shall include, in boldfaced 12-point type
8806| inmediately preceding the applicant's signature, the foll ow ng
8807| statenent:

8808
8809 "THI' S | NSURANCE | S BEI NG AFFORDED THROUGH THE FLORI DA JO NT
8810 UNDERWRI TI NG ASSOCI ATI ON AND NOT THROUGH THE PRI VATE MARKET
8811| PLEASE BE ADVI SED THAT COVERAGE W TH A PRI VATE | NSURER MAY BE
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8812| AVAI LABLE FROM ANOTHER AGENT AT A LOWER COST. AGENT AND COVPANY
8813| LI STINGS ARE AVAI LABLE I N THE LOCAL YELLOW PAGES."

8814
8815 The plan shall annually report to the office departwent the
8816| nunber and percentage of plan insureds who are not surcharged
8817| due to their driving record.

8818 (2) W NDSTORM | NSURANCE RI SK APPORTI ONMVENT. - -

8819 (f) As used in this subsection, the term "departnent"”
8820 neans the forner Departnent of |nsurance.

8821 (3) POLITICAL SUBDI VI SI ON; CASUALTY | NSURANCE RI SK

8822| APPORTI ONMENT. - -

8823 (a) The office departwent shall, after consultation with

8824| the casualty insurers licensed in this state, adopt a plan or
8825| plans for the equitable apportionnent anong them of casualty
8826| insurance coverage which may be afforded political subdivisions
8827| which are in good faith entitled to, but are unable to, procure
8828| such coverage through the voluntary narket at standard rates or
8829| through a statutorily approved plan authorized by the office
8830| departwent. The office departnent may adopt a joint underwiting
8831| plan which shall provide for one or nore designated insurers
8832| able and willing to provide policyholder and clains service,
8833| including the issuance of insurance policies, to act on behalf
8834| of all other insurers required to participate in the joint

8835/ wunderwriting plan. Any joint underwiting plan adopted shall
8836| provide for the equitable apportionnent of any profits realized,
8837| or of |osses and expenses incurred, anong participating

8838| insurers. The plan shall include, but shall not be limted to:
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8839 1. Rules for the classification of risks and rates which
8840| reflect the past | oss experience and prospective | oss experience
8841| in different geographic areas.

8842 2. Avrating plan which reasonably reflects the prior
8843| clains experience of the insureds.

8844 3. Excess coverage by insurers if the office Hhsurance
8845| Commissioner, in its his—oer—her discretion, requires such

8846| coverage by insurers participating in the joint underwiting
8847| pl an.

8848 (c) Any deficit sustained under the plan shall first be
8849| recovered through a prem um contingency assessnent.

8850 Concurrently, the rates for insureds shall be adjusted for the
8851| next year so as to be actuarially sound in conformance with
8852| rules adopted by ef the comm ssi on departrnent.

8853 (4) MEDI CAL MALPRACTI CE RI SK APPORTI ONMENT. - -

8854 (a) The office departwent shall, after consultation with
8855| insurers as set forth in paragraph (b), adopt a joint

8856 underwriting plan as set forth in paragraph (d).

8857 (c) The Joint Underwiting Association shall operate

8858| subject to the supervision and approval of a board of governors
8859| consisting of representatives of five of the insurers

8860| participating in the Joint Underwiting Association, an attorney
8861 to be naned by The Florida Bar, a physician to be naned by the
8862| Florida Medical Association, a dentist to be naned by the

8863| Florida Dental Association, and a hospital representative to be
8864| naned by the Florida Hospital Association. The board of

8865| governors shall choose, during the first neeting of the board

8866| after June 30 of each year, one of its nenbers to serve as chair
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8867 of the board and anot her nenber to serve as vice chair of the
8868| board. There shall be no liability on the part of, and no cause
8869| of action of any nature shall arise against, any nenber insurer,
8870| self-insurer, or its agents or enpl oyees, the Joint Underwiting
8871| Association or its agents or enployees, nenbers of the board of
8872| governors, or the office departwent or its representatives for
8873| any action taken by themin the performance of their powers and
8874 duties under this subsection.

8875 (d) The plan shall provide coverage for clains arising out
8876| of the rendering of, or failure to render, nedical care or

8877| services and, in the case of health care facilities, coverage
8878| for bodily injury or property danmage to the person or property
8879| of any patient arising out of the insured' s activities, in

8880| appropriate policy forns for all health care providers as

8881| defined in paragraph (h). The plan shall include, but shall not
8882 be limted to:

8883 1. dassifications of risks and rates which reflect past
8884| and prospective | oss and expense experience in different areas
8885| of practice and in different geographical areas. To assure that
8886| plan rates are adequate to pay clains and expenses, the Joint
8887| Underwriting Association shall devel op a neans of obtaining | oss
8888| and expense experience; and the plan shall file such experience,
8889| when available, with the office departrent in sufficient detail
8890 to nmake a determ nation of rate adequacy. Wthin 60 days after a
8891 rate filing, the office department shall approve such rates or
8892| rate revisions as are fully supported by the filing. In addition
8893| to provisions for clains and expenses, the ratemaking formula

8894 may include a factor for projected clains trending and a margin
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8895| for contingencies. The use of trend factors shall not be found
8896| to be inappropriate.
8897 2. Arating plan which reasonably recogni zes the prior

8898| cl ai ns experience of insureds.

8899 3. Provisions as to rates for:

8900 a. Insureds who are retired or semretired.

8901 b. The estates of deceased insureds.

8902 c. Part-tinme professionals.

8903 4. Protection in an anount not to exceed $250, 000 per

8904 claim $750,000 annual aggregate for health care providers other
8905| than hospitals and in an anmpbunt not to exceed $1.5 mllion per
8906 claim $5 million annual aggregate for hospitals. Such coverage
8907| for health care providers other than hospitals shall be

8908| available as primary coverage and as excess coverage for the
8909| |ayer of coverage between the primary coverage and the total
8910 limts of $250,000 per claim $750,000 annual aggregate. The
8911| plan shall also provide tail coverage in these ambunts to

8912| insureds whose cl ai ns- nade coverage wi th anot her insurer or

8913| trust has or will be termnated. Such tail coverage shall

8914 provide coverage for incidents that occurred during the clainms-
8915| made policy period for which a claimis nade after the policy
8916| peri od.

8917 5. A risk nmanagenent programfor insureds of the

8918| association. This programshall include, but not be limted to:
8919| investigation and anal ysis of frequency, severity, and causes of
8920| adverse or untoward nedical injuries; devel opnent of measures to
8921| control these injuries; systematic reporting of nedical

8922| incidents; investigation and analysis of patient conplaints; and
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8923| auditing of association nmenbers to assure inplenmentation of this
8924 program The plan nmay refuse to insure any insured who refuses
8925| or fails to conply with the risk nmanagenent program i npl enent ed
8926/ by the association. Prior to cancellation or refusal to renew
8927| an insured, the association shall provide the insured 60 days'
8928| notice of intent to cancel or nonrenew and shall further notify
8929| the insured of any action which nust be taken to be in

8930| conpliance with the risk managenent program

8931 (5) PROPERTY AND CASUALTY | NSURANCE RI SK

8932 APPORTI ONMENT. - - The conmmi ssi on departrent shall adopt by rule a

8933| joint underwiting plan to equitably apportion anong insurers

8934| authorized in this state to wite property insurance as defined
8935 in s. 624.604 or casualty insurance as defined in s. 624. 605,
8936/ the underwiting of one or nore classes of property insurance or
8937| casualty insurance, except for the types of insurance that are
8938| included within property insurance or casualty insurance for
8939| which an equitable apportionnment plan, assigned risk plan, or
8940| joint underwiting plan is authorized under s. 627.311 or

8941| subsection (1), subsection (2), subsection(3), subsection (4),
8942| or subsection (6) and except for risks eligible for flood

8943| insurance witten through the federal flood insurance programto
8944| persons with risks eligible under subparagraph (a)l. and who are
8945 in good faith entitled to, but are unable to, obtain such

8946| property or casualty insurance coverage, including excess

8947| coverage, through the voluntary market. For purposes of this
8948| subsection, an adequate |evel of coverage neans that coverage
8949 which is required by state | aw or by responsi bl e or prudent

8950| business practices. The Joint Underwiting Association shall not
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8951| be required to provide coverage for any type of risk for which
8952| there are no insurers providing simlar coverage in this state.
8953| The office departnent may designate one or nore participating
8954| insurers who agree to provide policyhol der and cl ai ns servi ce,
8955| including the issuance of policies, on behalf of the

8956| participating insurers.

8957 (a) The plan shall provide:

8958 1. A neans of establishing eligibility of a risk for

8959| obtaining insurance through the plan, which provides that:

8960 a. Arisk shall be eligible for such property insurance or
8961| casualty insurance as is required by Florida law if the

8962 insurance is unavailable in the voluntary market, including the
8963| mar ket assistance program and the surplus |ines narket.

8964 b. A commercial risk not eligible under sub-subparagraph
8965 a. shall be eligible for property or casualty insurance if:

8966 (I') The insurance is unavailable in the voluntary narket,
8967| including the market assistance plan and the surplus lines

8968 market;

8969 (I'l) Failure to secure the insurance would substantially
8970| inpair the ability of the entity to conduct its affairs; and
8971 (I'11) The risk is not determ ned by the Ri sk Underwriting
8972 Commttee to be uninsurable.

8973 c. In the event the Federal CGovernment term nates the
8974| Federal Crine Insurance Program established under 44 C.F.R ss.
8975 80-83, Florida commercial and residential risks previously

8976| insured under the federal programshall be eligible under the
8977| pl an.
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8978 d.(I) In the event a risk is eligible under this paragraph
8979 and in the event the market assistance plan receives a m nimum
8980| of 100 applications for coverage within a 3-nonth period, or 200
8981| applications for coverage within a 1-year period or |less, for a
8982 given class of risk contained in the classification system

8983| defined in the plan of operation of the Joint Underwiting

8984| Association, and unless the market assistance plan provides a
8985| quotation for at |east 80 percent of such applicants, such

8986| classification shall inmmediately be eligible for coverage in the
8987 Joint Underwiting Association.

8988 (I'1") Any market assistance plan application which is

8989| rejected because an individual risk is so hazardous as to be
8990| practically uninsurable, considering whether the |ikelihood of a
8991| loss for such a risk is substantially higher than for other

8992 risks of the sanme class due to individual risk characteristics,
8993| prior |oss experience, unwillingness to cooperate with a prior
8994| insurer, physical characteristics and physical |ocation shal

8995| not be included in the m ni mum percentage cal cul ati on provided
8996| above. In the event that there is any legal or admnistrative
8997| challenge to a determ nation by the office departwent that the
8998| conditions of this subparagraph have been net for eligibility
8999| for coverage in the Joint Underwiting Association for a given
9000| classification, any eligible risk nay obtain coverage during the
9001| pendency of any such chal | enge.

9002 e. In order to qualify as a quotation for the purpose of
9003| neeting the m nimum percentage cal culation in this subparagraph,

9004| the quoted premiumnust neet the following criteria:
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9005 (I') In the case of an admtted carrier, the quoted prem um
9006/ nust not exceed the prem um available for a given classification
9007| currently in use by the Joint Underwiting Association or the
9008| prem um devel oped by using the rates and rating plans on file
9009 with the office departwent by the quoting insurer, whichever is
9010 greater.

9011 (I'1) In the case of an authorized surplus lines insurer,
9012| the quoted prem um nust not exceed the prem um available for a
9013| given classification currently in use by the Joint Underwiting
9014| Association by nore than 25 percent, after consideration of any

9015| individual risk surcharge or credit.

9016 f. Any agent who falsely certifies the unavailability of
9017| coverage as provided by sub-subparagraphs a. and b., is subject
9018| to the penalties provided in s. 626.611

9019 2. A neans for the equitable apportionnent of profits or

9020| | osses and expenses anpong participating insurers.

9021 3. Rules for the classification of risks and rates which
9022| reflect the past and prospective | oss experience.

9023 4. A rating plan which reasonably reflects the prior
9024| cl ai ns experience of the insureds. Such rating plan shal

9025 include at least two levels of rates for risks that have

9026| favorable | oss experience and risks that have unfavorabl e | oss
9027| experience, as established by the plan.

9028 5. Reasonable [imts to avail abl e anounts of i nsurance.
9029 Such Iimts may not be | ess than the anounts of insurance

9030| required of eligible risks by Florida | aw

9031 6. Ri sk managenent requirenents for insurance where such

9032| requirenments are reasonable and are expected to reduce | osses.
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9033 7. Deductibles as nay be necessary to neet the needs of
9034 insureds.
9035 8. Policy forns which are consistent with the forns in use

9036/ by the majority of the insurers providing coverage in the

9037 voluntary market for the coverage requested by the applicant.
9038 9. A neans to renove risks fromthe plan once such risks
9039 no longer neet the eligibility requirements of this paragraph.
9040| For this purpose, the plan shall include the follow ng

9041| requirenents: At each 6-nonth interval after the activation of
9042| any class of insureds, the board of governors or its designated
9043| commttee shall review the nunber of applications to the market
9044| assistance plan for that class. If, based on these |atest

9045| nunbers, at |east 90 percent of such applications have been
9046| provided a quotation, the Joint Underwiting Associ ation shal
9047| cease underwiting new applications for such class within 30
9048| days, and notification of this decision shall be sent to the
9049| office lnsuranceComm-ssioner, the major agents' associ ations,
9050 and the board of directors of the market assistance plan. A
9051| quotation for the purpose of this subparagraph shall neet the
9052| sane criteria for a quotation as provided in sub-subparagraph

9053| 1. e sub-subparagraph—d. Al policies which were previously

9054 written for that class shall continue in force until their

9055| normal expiration date, at which tine, subject to the required
9056| tinely notification of nonrenewal by the Joint Underwiting
9057| Association, the insured may then elect to reapply to the Joint
9058| Underwriting Association according to the requirenments of

9059| eligibility. If, upon reapplication, those previously insured

9060 Joint Underwriting Association risks neet the eligibility
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9061| requirenments, the Joint Underwiting Association shall provide
9062| the coverage requested.

9063 10. A nmeans for providing credits to insurers against any
9064| deficit assessnent |evied pursuant to paragraph (c), for risks
9065 voluntarily witten through the market assistance plan by such
9066 insurers.

9067 11. That the Joint Underwiting Association shall operate
9068| subject to the supervision and approval of a board of governors
9069| consisting of 13 individuals appointed by the Chief Financial
9070 O ficer lnasuranceComm-ssioner, and shall have an executive or

9071| underwiting conmttee. At |east four of the nenbers shall be

9072| representatives of insurance trade associations as follows: one
9073 nenber fromthe American |Insurance Association, one nenber from
9074 the Alliance of Anerican Insurers, one nenber fromthe National
9075| Associ ation of Independent Insurers, and one nmenber from an

9076| unaffiliated insurer witing coverage on a national basis. Two

9077| representatives shall be fromtwo of the statew de agents'

9078| associ ations. Each board nenber shall be appointed to serve for
9079| 2-year terns beginning on a date designated by the plan and

9080| shall serve at the pleasure of the Chief Financial Oficer

9081| ecowm-ssioner. Menbers nmay be reappoi nted for subsequent terns.
9082 (b) Rates used by the Joint Underwriting Association shall
9083| be actuarially sound. To the extent applicable, the rate

9084| standards set forth in s. 627.062 shall be considered by the
9085| office departwent in establishing rates to be used by the joint
9086| underwiting plan. The initial rate | evel shall be determ ned
9087| wusing the rates, rules, rating plans, and classifications

9088| contained in the nost current |Insurance Services Ofice (ISO
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9089| filing with the office departrent or the filing of other

9090| licensed rating organizations with an additional increnment of 25
9091| percent of premum For any type of coverage or classification
9092 which lends itself to nmanual rating for which the |Insurance

9093| Services Ofice or another licensed rating organi zati on does not
9094| file or publish a rate, the Joint Underwiting Association shall
9095 file and use an initial rate based on the average current market
9096| rate. The initial rate level for the rate plan shall also be
9097| subject to an experience and schedule rating plan which may

9098| produce a maxi num of 25 percent debits or credits. For any risk
9099| which does not lend itself to manual rating and for which no
9100| rate has been pronul gated under the rate plan, the board shall
9101| develop and file with the office comm-ssioner, subject to its
9102| his—or—her approval, appropriate criteria and factors for rating
9103 the individual risk. Such criteria and factors shall include,
9104| but not be limted to, loss rating plans, conposite rating

9105| plans, and uni que and unusual risk rating plans. The initial
9106| rates required under this paragraph shall be adjusted in

9107 conformty with future filings by the Insurance Services Ofice
9108| with the office departwent and shall remain in effect until such
9109| time as the Joint Underwiting Association has sufficient data
9110 as to independently justify an actuarially sound change in such
9111| rates.

9112 (c)l. In the event an underwiting deficit exists for any
9113| policy year the plan is in effect, any surplus which has accrued
9114| from previous years and is not projected within reasonabl e

9115| actuarial certainty to be needed for paynent for clains in the
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9116| year the surplus arose shall be used to offset the deficit to
9117 the extent avail able.

9118 2. As to any remaining deficit, the board of governors of
9119| the Joint Underwiting Association shall levy and collect an
9120 assessnent in an anount sufficient to offset such deficit. Such
9121| assessnent shall be |evied against the insurers participating in
9122| the plan during the year giving rise to the assessnent. Any

9123| assessnents against insurers for the lines of property and

9124| casualty insurance issued to commercial risks shall be recovered
9125 fromthe participating insurers in the proportion that the net
9126| direct prem um of each insurer for comrercial risks witten

9127| during the preceding cal endar year bears to the aggregate net
9128| direct premumwitten for conmmercial risks by all nmenbers of
9129| the plan for the lines of insurance included in the plan. Any
9130 assessnents against insurers for the Iines of property and

9131| casualty insurance issued to personal risks eligible under sub-
9132| subparagraph (a)l.a. or sub-subparagraph (a)l.c. shall be

9133| recovered fromthe participating insurers in the proportion that
9134| the net direct prem um of each insurer for personal risks

9135 witten during the preceding cal endar year bears to the

9136| aggregate net direct premumwitten for personal risks by al
9137 menbers of the plan for the lines of insurance included in the
9138| pl an.

9139 3. The board shall take all reasonable and prudent steps
9140| necessary to collect the anpbunt of assessnent due from each

9141| participating insurer and policyholder, including, if prudent,
9142| filing suit to collect such assessnent. If the board is unable

9143| to collect an assessnent from any insurer, the uncoll ected
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9144| assessnents shall be levied as an additional assessnent agai nst
9145| the participating insurers and any participating insurer

9146| required to pay an additional assessnent as a result of such
9147| failure to pay shall have a cause of action against such

9148 nonpayi ng insurer.

9149 4. Any funds or entitlenents that the state may be

9150 eligible to receive by virtue of the Federal Governnent's

9151| term nation of the Federal Crinme Insurance Programreferenced in
9152| sub-subparagraph (a)l.c. may be used under the plan to offset
9153| any subsequent underwiting deficits that may occur fromrisks

9154| previously insured with the Federal Crine |Insurance Program

9155 5. Assessnents shall be included as an appropriate factor
9156 in the making of rates as provided in s. 627.3512.
9157 6.a. The Legislature finds that the potential for

9158| unlimted assessnents under this paragraph may induce insurers
9159| to attenpt to reduce their witings in the voluntary nmarket, and
9160 that such actions would worsen the availability problens that
9161| the association was created to renedy. It is the intent of the
9162| Legislature that insurers remain fully responsible for covering
9163| any deficits of the association; however, it is also the intent
9164| of the Legislature to provide a neans by which assessnent

9165| liabilities nmay be anortized over a period of years.

9166 b. The total amount of deficit assessments under this
9167| paragraph with respect to any year may not exceed 10 percent of
9168 the statewide total gross witten premumfor all insurers for
9169| the coverages referred to in the introductory |anguage of this
9170| subsection for the prior year, except that if the deficit with

9171| respect to any plan year exceeds such anmount and bonds are
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9172| issued under sub-subparagraph c. to defray the deficit, the

9173| total anpbunt of assessnments with respect to such deficit may not
9174 in any year exceed 10 percent of the deficit, or such | esser
9175| percentage as is sufficient to retire the bonds as determ ned by
9176| the board, and shall continue annually until the bonds are

9177 retired.

9178 c. The governing body of any unit of |ocal governnent, any
9179| residents or businesses of which are insured by the association,
9180| may issue bonds as defined in s. 125.013 or s. 166.101 fromtinme
9181 to time to fund an assistance program in conjunction with the
9182| association, for the purpose of defraying deficits of the

9183| associ ation. Revenue bonds may not be issued until validated
9184| pursuant to chapter 75, unless a state of energency is decl ared
9185| by executive order or proclanmation of the Governor pursuant to
9186| s. 252.36 making such findings as are necessary to determ ne
9187| that it is in the best interests of, and necessary for, the

9188| protection of the public health, safety, and general welfare of
9189| residents of this state and the protection and preservati on of
9190| the economc stability of insurers operating in this state, and
9191| declaring it an essential public purpose to permt certain

9192| nmunicipalities or counties to issue such bonds as will provide
9193| relief to claimants and policyhol ders of the joint underwiting
9194| associ ation and insurers responsible for apportionnent of

9195| association |osses. The unit of |ocal governnment shall enter
9196| into such contracts with the association as are necessary to
9197| carry out this paragraph. Any bonds issued under this sub-

9198| subparagraph shall be payable from and secured by noneys

9199| received by the association from assessnments under this
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9200| paragraph, and assigned and pl edged to or on behalf of the unit
9201| of local governnment for the benefit of the holders of such

9202| bonds. The funds, credit, property, and taxing power of the

9203| state or of the unit of |ocal governnent shall not be pl edged
9204 for the paynent of such bonds. If any of the bonds remain unsold
9205| 60 days after issuance, the office departrent shall require al
9206| insurers subject to assessnent to purchase the bonds, which

9207 shall be treated as admitted assets; each insurer shall be

9208| required to purchase that percentage of the unsold portion of
9209| the bond issue that equals the insurer's relative share of

9210| assessnent liability under this subsection. An insurer shall not
9211 be required to purchase the bonds to the extent that the office
9212| departrent determ nes that the purchase woul d endanger or inpair
9213| the solvency of the insurer.

9214 7. The plan shall provide for the defernment, in whole or
9215| in part, of the assessnent of an insurer if the office

9216| departrent finds that paynent of the assessnment woul d endanger
9217| or inpair the solvency of the insurer. In the event an

9218| assessnent against an insurer is deferred in whole or in part,
9219| the anmount by which such assessnent is deferred may be assessed
9220| agai nst the other nmenber insurers in a manner consistent with
9221| the basis for assessnents set forth in subparagraph 2.

9222 (d) Upon adoption of the plan, all insurers authorized in
9223 this state to underwite property or casualty insurance shal
9224| participate in the plan.

9225 (e) A R sk Underwriting Commttee of the Joint

9226/ Underwriting Associ ation conposed of three nenbers experienced

9227| in evaluating insurance risks is created to review risks
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9228| rejected by the voluntary market for which application is made
9229 for insurance through the joint underwiting plan. The conmttee
9230| shall consist of a representative of the market assistance plan
9231| created under s. 627.3515, a nenber selected by the insurers
9232 participating in the Joint Underwiting Association, and a

9233| nmenber nanmed by the Chief Financial Oficer lasurance

9234| GComm-ssioner. The Risk Underwiting Commttee shall appoint such

9235| advisory committees as are provided for in the plan and are

9236/ necessary to conduct its functions. The sal ari es and expenses of
9237 the nenbers of the Risk Underwiting Commttee and its advisory
9238| commttees shall be paid by the joint underwiting plan. The
9239| plan approved by the office departrwent shall establish criteria
9240 and procedures for use by the Risk Underwiting Comrittee for
9241| determ ni ng whether an individual risk is so hazardous as to be
9242 uninsurable. In making this determ nation and in establishing
9243| the criteria and procedures, the follow ng shall be consi dered:
9244 1. Wiether the likelihood of a |oss for the individual
9245| risk is substantially higher than for other risks of the sane
9246| cl ass; and

9247 2. \Whether the uncertainty associated with the individua
9248| risk is such that an appropriate prem um cannot be determ ned.
9249
9250
9251 The acceptance or rejection of a risk by the underwiting
9252 commttee shall be construed as the private placenent of

9253| insurance, and the provisions of chapter 120 shall not apply.
9254 (f) There shall be no liability on the part of, and no

9255| cause of action of any nature shall arise against, any nenber
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9256| insurer or its agents or enployees, the Florida Property and
9257| Casualty Joint Underwiting Association or its agents or

9258| enpl oyees, nenbers of the board of governors, the Chief

9259| Financial Oficer, or the office departrent or its

9260 representatives for any action taken by themin the performance

9261| of their duties under this subsection. Such inmunity does not
9262 apply to actions for breach of any contract or agreenent

9263| pertaining to insurance, or any other willful tort.

9264 (6) CITIZENS PROPERTY | NSURANCE CORPORATI ON. --

9265 (a)1. The Legislature finds that actual and threatened
9266| catastrophic |losses to property in this state from hurricanes
9267| have caused insurers to be unwlling or unable to provide

9268| property insurance coverage to the extent sought and needed. It
9269 is in the public interest and a public purpose to assist in
9270 assuring that property in the state is insured so as to

9271| facilitate the renediation, reconstruction, and repl acenent of
9272 damaged or destroyed property in order to reduce or avoid the
9273| negative effects otherwi se resulting to the public health,

9274| safety, and welfare; to the econony of the state; and to the
9275| revenues of the state and | ocal governnents needed to provide
9276| for the public welfare. It is necessary, therefore, to provide
9277| property insurance to applicants who are in good faith entitled
9278| to procure insurance through the voluntary market but are unable
9279 to do so. The Legislature intends by this subsection that

9280 property insurance be provided and that it continues, as |long as
9281| necessary, through an entity organi zed to achieve efficiencies
9282| and econom es, all toward the achi evenent of the foregoing

9283| public purposes. Because it is essential for the corporation to
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9284| have the maxi mum financial resources to pay clains following a
9285 catastrophic hurricane, it is the intent of the Legislature that
9286| the incone of the corporation be exenpt fromfederal incone

9287| taxation and that interest on the debt obligations issued by the
9288| corporation be exenpt fromfederal incone taxation.

9289 2. The Residential Property and Casualty Joi nt

9290 Underwriting Association originally created by this statute

9291| shall be known, as of July 1, 2002, as the Citizens Property
9292| I nsurance Corporation. The corporation shall provide insurance
9293| for residential and conmercial property, for applicants who are
9294| in good faith entitled, but are unable, to procure insurance
9295 through the voluntary market. The corporation shall operate

9296| pursuant to a plan of operation approved by order of the office
9297| departwent. The plan is subject to continuous review by the

9298 office departrnent. The office department may, by order, w thdraw
9299| approval of all or part of a plan if the office departrent

9300| determ nes that conditions have changed since approval was

9301| granted and that the purposes of the plan require changes in the
9302| plan. For the purposes of this subsection, residential coverage
9303 includes both personal |ines residential coverage, which

9304| consists of the type of coverage provided by homeowner's, nobile
9305/ honme owner's, dwelling, tenant's, condom niumunit owner's, and
9306 simlar policies, and conmercial lines residential coverage,

9307 which consists of the type of coverage provided by condom ni um
9308| associ ation, apartnent building, and simlar policies.

9309 (b)l. Al insurers authorized to wite one or nore subject
9310| lines of business in this state are subject to assessnent by the

9311| corporation and, for the purposes of this subsection, are
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9312| referred to collectively as "assessable insurers.” Insurers

9313 witing one or nore subject lines of business in this state

9314| pursuant to part VIII of chapter 626 are not assessabl e

9315| insurers, but insureds who procure one or nore subject |ines of
9316| business in this state pursuant to part VIII of chapter 626 are
9317| subject to assessnent by the corporation and are referred to
9318| collectively as "assessable insureds.” An authorized insurer's
9319| assessnent liability shall begin on the first day of the

9320| cal endar year followi ng the year in which the insurer was issued
9321| a certificate of authority to transact insurance for subject

9322| lines of business in this state and shall termnate 1 year after
9323 the end of the first cal endar year during which the insurer no
9324| longer holds a certificate of authority to transact insurance
9325| for subject lines of business in this state.

9326 2.a. Al revenues, assets, liabilities, |osses, and

9327| expenses of the corporation shall be divided into three separate
9328 accounts as foll ows:

9329 (I') A personal lines account for personal residential

9330| policies issued by the corporation or issued by the Residentia
9331| Property and Casualty Joint Underwiting Association and renewed
9332| by the corporation that provide conprehensive, nultiperi

9333| coverage on risks that are not |ocated in areas eligible for
9334| coverage in the Florida Wndstorm Underwiting Association as
9335/ those areas were defined on January 1, 2002 and for such

9336| policies that do not provide coverage for the peril of w nd on
9337 risks that are located in such areas;

9338 (1) A comrercial lines account for comrercial residential

9339| policies issued by the corporation or issued by the Residentia
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9340| Property and Casualty Joint Underwiting Association and renewed
9341| by the corporation that provide coverage for basic property

9342| perils on risks that are not |ocated in areas eligible for

9343| coverage in the Florida Wndstorm Underwiting Association as
9344| those areas were defined on January 1, 2002, and for such

9345| policies that do not provide coverage for the peril of w nd on
9346/ risks that are located in such areas; and

9347 (rrr) A high-risk account for personal residentia

9348| policies and comrercial residential and commercia

9349| nonresidential property policies issued by the corporation or
9350 transferred to the corporation that provide coverage for the
9351 peril of wind on risks that are located in areas eligible for
9352| coverage in the Florida Wndstorm Underwiting Association as
9353| those areas were defined on January 1, 2002. The high-risk

9354| account nust al so include quota share primary insurance under
9355| subparagraph (c)2. The area eligible for coverage under the

9356| high-risk account also includes the area within Port Canaveral,
9357 which is bordered on the south by the City of Cape Canaveral,
9358| bordered on the west by the Banana Ri ver, and bordered on the
9359| north by Federal Governnent property. The office departrent may
9360 renove territory fromthe area eligible for wind-only and quota
9361| share coverage if, after a public hearing, the office departrent
9362| finds that authorized insurers in the voluntary market are

9363] willing and able to wite sufficient anounts of personal and
9364 commercial residential coverage for all perils in the territory,
9365| including coverage for the peril of w nd, such that risks

9366/ covered by wind-only policies in the renoved territory could be

9367| issued a policy by the corporation in either the personal |ines
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9368 or commercial lines account without a significant increase in
9369| the corporation's probable maxi mumloss in such account. Renoval
9370| of territory fromthe area eligible for wind-only or quota share
9371| coverage does not alter the assignnent of wind coverage witten
9372| in such areas to the high-risk account.

9373 b. The three separate accounts nust be nmaintai ned as | ong
9374| as financing obligations entered into by the Florida Wndstorm
9375| Underwriting Association or Residential Property and Casualty
9376/ Joint Underwiting Association are outstanding, in accordance
9377 with the ternms of the corresponding financing docunents. Wen
9378| the financing obligations are no | onger outstanding, in

9379 accordance with the terns of the correspondi ng financing

9380| docunents, the corporation may use a single account for all

9381| revenues, assets, liabilities, |osses, and expenses of the

9382| corporation.

9383 c. Creditors of the Residential Property and Casualty
9384| Joint Underwiting Association shall have a clai magainst, and
9385| recourse to, the accounts referred to in sub-sub-subparagraphs
9386/ a.(l) and (Il1) and shall have no clai magainst, or recourse to,
9387 the account referred to in sub-sub-subparagraph a.(l11).

9388 Creditors of the Florida Wndstorm Underwiting Association

9389| shall have a cl aimagainst, and recourse to, the account

9390| referred to in sub-sub-subparagraph a.(111) and shall have no
9391| claimagainst, or recourse to, the accounts referred to in sub-
9392 sub-subparagraphs a. (1) and (I11).

9393 d. Revenues, assets, liabilities, |osses, and expenses not
9394| attributable to particular accounts shall be prorated anong the

9395| accounts.
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9396 e. The Legislature finds that the revenues of the

9397 corporation are revenues that are necessary to neet the

9398| requirenments set forth in docunments authorizing the issuance of
9399| bonds under this subsection.

9400 f. No part of the income of the corporation may inure to
9401| the benefit of any private person.

9402 3. Wth respect to a deficit in an account:

9403 a. Wien the deficit incurred in a particular cal endar year
9404| is not greater than 10 percent of the aggregate statew de direct
9405 written premiumfor the subject |ines of business for the prior
9406| cal endar year, the entire deficit shall be recovered through
9407| regul ar assessnents of assessabl e insurers under paragraph (g)
9408 and assessabl e insureds.

9409 b. Wen the deficit incurred in a particular cal endar year
9410 exceeds 10 percent of the aggregate statewide direct witten
9411| premumfor the subject lines of business for the prior cal endar
9412| vyear, the corporation shall |evy regular assessnents on

9413| assessabl e insurers under paragraph (g) and on assessabl e

9414| insureds in an anmount equal to the greater of 10 percent of the
9415| deficit or 10 percent of the aggregate statew de direct witten
9416| prem um for the subject |lines of business for the prior cal endar
9417| vyear. Any remaining deficit shall be recovered through energency
9418| assessnents under sub-subparagraph d.

9419 c. Each assessable insurer's share of the anount being
9420 assessed under sub-subparagraph a. or sub-subparagraph b. shall
9421| be in the proportion that the assessable insurer's direct

9422 witten premumfor the subject |lines of business for the year

9423| preceding the assessnment bears to the aggregate statew de direct
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9424 witten premumfor the subject |ines of business for that year.
9425| The assessnent percentage applicable to each assessable insured
9426| is the ratio of the anount bei ng assessed under sub-subparagraph
9427| a. or sub-subparagraph b. to the aggregate statew de direct

9428 witten premumfor the subject |lines of business for the prior
9429| vyear. Assessnents |levied by the corporation on assessable

9430| insurers under sub-subparagraphs a. and b. shall be paid as

9431| required by the corporation's plan of operation and paragraph
9432| (g). Assessnents |evied by the corporation on assessabl e

9433| insureds under sub-subparagraphs a. and b. shall be collected by
9434| the surplus lines agent at the time the surplus |ines agent

9435| collects the surplus lines tax required by s. 626.932 and shal
9436| be paid to the Florida Surplus Lines Service Ofice at the tine
9437| the surplus lines agent pays the surplus lines tax to the

9438 Florida Surplus Lines Service Ofice. Upon receipt of regular
9439| assessnents from surplus |lines agents, the Florida Surplus Lines
9440 Service Ofice shall transfer the assessnents directly to the
9441| corporation as determ ned by the corporation.

9442 d. Upon a determ nation by the board of governors that a
9443 deficit in an account exceeds the anount that will be recovered
9444| through regul ar assessnents under sub-subparagraph a. or sub-
9445| subparagraph b., the board shall levy, after verification by the
9446| office departwent, energency assessnents, for as many years as
9447| necessary to cover the deficits, to be collected by assessabl e
9448| insurers and the corporation and collected from assessabl e

9449| insureds upon issuance or renewal of policies for subject |ines
9450 of business, excluding National Flood Insurance policies. The

9451| anount of the energency assessnent collected in a particul ar
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9452| year shall be a uniform percentage of that year's direct witten
9453| prem um for subject |ines of business and all accounts of the
9454| corporation, excluding National Flood |Insurance Program policy
9455| premuns, as annually determ ned by the board and verified by
9456/ the office departwent. The office departwent shall verify the
9457\ arithnetic calculations involved in the board' s determ nation
9458| within 30 days after receipt of the information on which the
9459| determ nation was based. Notw t hstandi ng any ot her provision of
9460| | aw, the corporation and each assessable insurer that wites
9461| subject |ines of business shall collect energency assessnents
9462| fromits policyhol ders w thout such obligation being affected by
9463 any credit, limtation, exenption, or defernment. Enmergency

9464| assessnents |levied by the corporation on assessabl e i nsureds
9465| shall be collected by the surplus lines agent at the tine the
9466| surplus |lines agent collects the surplus lines tax required by
9467| s. 626.932 and shall be paid to the Florida Surplus Lines

9468 Service Ofice at the tine the surplus |ines agent pays the

9469| surplus lines tax to the Florida Surplus Lines Service Ofice.
9470 The energency assessnents so col lected shall be transferred

9471| directly to the corporation on a periodic basis as determ ned by
9472| the corporation and shall be held by the corporation solely in
9473| the applicable account. The aggregate anount of energency

9474| assessnents |levied for an account under this sub-subparagraph in
9475| any cal endar year may not exceed the greater of 10 percent of
9476| the amount needed to cover the original deficit, plus interest,
9477\ fees, conm ssions, required reserves, and other costs associ ated
9478 with financing of the original deficit, or 10 percent of the

9479| aggregate statewide direct witten prem um for subject |lines of
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9480| business and for all accounts of the corporation for the prior
9481| vyear, plus interest, fees, comm ssions, required reserves, and
9482| other costs associated with financing the original deficit.

9483 e. The corporation may pl edge the proceeds of assessnents,
9484| projected recoveries fromthe Florida Hurricane Catastrophe

9485 Fund, other insurance and reinsurance recoverabl es, nmarket

9486| equalization surcharges and ot her surcharges, and other funds
9487| available to the corporation as the source of revenue for and to
9488| secure bonds issued under paragraph (g), bonds or other

9489| i ndebtedness i ssued under subparagraph (c)3., or lines of credit
9490| or other financing nmechani snms i ssued or created under this

9491| subsection, or to retire any other debt incurred as a result of
9492| deficits or events giving rise to deficits, or in any other way
9493| that the board determnes will efficiently recover such

9494| deficits. The purpose of the lines of credit or other financing
9495| rmechanisns is to provide additional resources to assist the

9496| corporation in covering clainms and expenses attributable to a
9497| catastrophe. As used in this subsection, the term"assessnents"
9498| includes regul ar assessnents under sub-subparagraph a., sub-
9499| subparagraph b., or subparagraph (g)1l. and energency assessnents
9500| under sub-subparagraph d. Energency assessnents col |l ected under
9501| sub-subparagraph d. are not part of an insurer's rates, are not
9502| prem um and are not subject to premumtax, fees, or

9503| comm ssions; however, failure to pay the energency assessnent
9504| shall be treated as failure to pay premum The energency

9505| assessnents under sub-subparagraph d. shall continue as |ong as
9506| any bonds issued or other indebtedness incurred with respect to

9507| a deficit for which the assessnment was inposed remain
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9508| outstandi ng, unless adequate provision has been made for the
9509| paynent of such bonds or other indebtedness pursuant to the

9510| docunents governi ng such bonds or other indebtedness.

9511 f. As used in this subsection, the term"subject |ines of
9512| busi ness" neans insurance witten by assessable insurers or

9513| procured by assessabl e insureds on real or personal property, as
9514 defined in s. 624.604, including insurance for fire, industria
9515| fire, allied lines, farmowners nultiperil, honeowners

9516/ multiperil, comercial multiperil, and nobile honmes, and

9517 including liability coverage on all such insurance, but

9518| excluding inland marine as defined in s. 624.607(3) and

9519 excluding vehicle insurance as defined in s. 624.605(1) other
9520| than i nsurance on nobile hones used as pernmanent dwel | i ngs.

9521 g. The Florida Surplus Lines Service Ofice shal

9522| determ ne annually the aggregate statewide witten premumin
9523| subject |ines of business procured by assessabl e insureds and
9524| shall report that information to the corporation in a formand
9525| at a time the corporation specifies to ensure that the

9526/ corporation can neet the requirenents of this subsection and the
9527| corporation's financing obligations.

9528 h. The Florida Surplus Lines Service Ofice shall verify
9529| the proper application by surplus |lines agents of assessnent
9530| percentages for regular assessnments and energency assessnents
9531| Il evied under this subparagraph on assessable i nsureds and shal
9532| assist the corporation in ensuring the accurate, tinmely

9533| collection and paynment of assessnents by surplus |ines agents as
9534| required by the corporation.

9535 (c) The plan of operation of the corporation:
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9536 1. Must provide for adoption of residential property and
9537| casualty insurance policy forms and commercial residential and
9538| nonresidential property insurance fornms, which fornms nust be
9539| approved by the office departnent prior to use. The corporation
9540 shall adopt the foll ow ng policy forns:

9541 a. Standard personal lines policy forns that are

9542 conprehensive nultiperil policies providing full coverage of a
9543| residential property equivalent to the coverage provided in the
9544| private insurance market under an HO 3, HO- 4, or HO 6 policy.
9545 b. Basic personal lines policy forns that are policies
9546| simlar to an HO8 policy or a dwelling fire policy that provide
9547| coverage neeting the requirenents of the secondary nortgage

9548| market, but which coverage is nore Iimted than the coverage
9549| wunder a standard policy.

9550 c. Commercial lines residential policy forns that are

9551| generally simlar to the basic perils of full coverage

9552| obtainable for commercial residential structures in the admtted
9553| voluntary market.

9554 d. Personal lines and commercial |ines residential

9555| property insurance forns that cover the peril of wind only. The
9556| fornms are applicable only to residential properties |ocated in
9557| areas eligible for coverage under the high-risk account referred
9558| to in sub-subparagraph (b)?2.a.

9559 e. Commercial lines nonresidential property insurance

9560 forms that cover the peril of wind only. The forns are

9561| applicable only to nonresidential properties |ocated in areas
9562| eligible for coverage under the high-risk account referred to in
9563| sub- subparagraph (b)2. a.

Page 345 of 756
CODING: Words stricken are deletions; words underlined are additions.



F L ORI DA H O U S E O F R EPRESENTATI V E S

O
HB 1337 2003
cs

9564 2.a. Must provide that the corporati on adopt a programin
9565| which the corporation and authorized insurers enter into quota
9566| share primary insurance agreenents for hurricane coverage, as
9567| defined in s. 627.4025(2)(a), for eligible risks, and adopt

9568| property insurance forns for eligible risks which cover the
9569| peril of wind only. As used in this subsection, the term

9570 (I') "Quota share primary insurance"” means an arrangenent
9571 in which the primary hurricane coverage of an eligible risk is
9572| provided in specified percentages by the corporation and an
9573| authorized insurer. The corporation and authorized insurer are
9574| each solely responsible for a specified percentage of hurricane
9575 coverage of an eligible risk as set forth in a quota share

9576| primary insurance agreenment between the corporation and an

9577| authorized insurer and the insurance contract. The

9578| responsibility of the corporation or authorized insurer to pay
9579| its specified percentage of hurricane | osses of an eligible
9580| risk, as set forth in the quota share prinmary insurance

9581| agreenent, may not be altered by the inability of the other

9582| party to the agreenent to pay its specified percentage of

9583| hurricane |osses. Eligible risks that are provided hurricane
9584| coverage through a quota share primary insurance arrangenent
9585| mnust be provided policy forns that set forth the obligations of
9586| the corporation and authorized insurer under the arrangenent,
9587| clearly specify the percentages of quota share primary insurance
9588| provided by the corporation and authorized insurer, and

9589| conspicuously and clearly state that neither the authorized
9590| insurer nor the corporation may be held responsi ble beyond its

9591| specified percentage of coverage of hurricane | osses.
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9592 (') "Eligible risks" nmeans personal |ines residential and
9593 commercial lines residential risks that neet the underwriting

9594| criteria of the corporation and are located in areas that were
9595| eligible for coverage by the Florida Wndstorm Underwiting
9596/ Association on January 1, 2002.

9597 b. The corporation nay enter into quota share primary
9598 insurance agreenents with authorized insurers at corporation
9599| coverage | evels of 90 percent and 50 percent.

9600 c. |If the corporation determ nes that additional coverage
9601| |evels are necessary to nmaximze participation in quota share
9602| primary insurance agreenents by authorized insurers, the

9603| corporation may establish additional coverage | evels. However,
9604| the corporation's quota share primary insurance coverage | evel
9605 may not exceed 90 percent.

9606 d. Any quota share prinmary insurance agreenent entered
9607| into between an authorized insurer and the corporation nust
9608| provide for a uniform specified percentage of coverage of

9609| hurricane | osses, by county or territory as set forth by the
9610| corporation board, for all eligible risks of the authorized
9611| insurer covered under the quota share prinmary insurance

9612| agreenent.

9613 e. Any quota share primary insurance agreenent entered
9614| into between an authorized insurer and the corporation is

9615| subject to review and approval by the office departwent.

9616 However, such agreenent shall be authorized only as to insurance
9617 contracts entered into between an authorized insurer and an
9618| insured who is already insured by the corporation for w nd

9619| cover age.
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9620 f. For all eligible risks covered under quota share

9621| primary insurance agreenents, the exposure and coverage |evels
9622| for both the corporation and authorized insurers shall be

9623| reported by the corporation to the Florida Hurricane Catastrophe
9624| Fund. For all policies of eligible risks covered under quota
9625| share primary insurance agreenents, the corporation and the

9626| authorized insurer shall maintain conplete and accurate records
9627| for the purpose of exposure and |oss reinbursenent audits as
9628| required by Florida Hurricane Catastrophe Fund rules. The

9629| corporation and the authorized insurer shall each maintain

9630| duplicate copies of policy declaration pages and supporting

9631| cl ai ns docunents.

9632 g. The corporation board shall establish in its plan of
9633| operation standards for quota share agreenents which ensure that
9634| there is no discrimnatory application anong insurers as to the
9635| ternms of quota share agreenents, pricing of quota share

9636| agreenents, incentive provisions if any, and consideration paid
9637| for servicing policies or adjusting clains.

9638 h. The quota share primary insurance agreenent between the
9639| corporation and an authorized insurer nust set forth the

9640| specific ternms under which coverage is provided, including, but
9641 not |imted to, the sale and servicing of policies issued under
9642| the agreenent by the insurance agent of the authorized insurer
9643| produci ng the business, the reporting of information concerning
9644| eligible risks, the paynent of premumto the corporati on, and
9645| arrangenents for the adjustnent and paynent of hurricane clains
9646| incurred on eligible risks by the clains adjuster and personnel

9647| of the authorized insurer. Entering into a quota sharing
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9648| i nsurance agreenent between the corporation and an authori zed
9649| insurer shall be voluntary and at the discretion of the

9650 authori zed insurer.

9651 3. May provide that the corporation my enpl oy or

9652| otherw se contract with individuals or other entities to provide
9653| adm nistrative or professional services that nay be appropriate
9654| to effectuate the plan. The corporation shall have the power to
9655| borrow funds, by issuing bonds or by incurring other

9656| i ndebtedness, and shall have other powers reasonably necessary
9657| to effectuate the requirenments of this subsection. The

9658| corporation may, but is not required to, seek judicia

9659 validation of its bonds or other indebtedness under chapter 75.
9660| The corporation may i ssue bonds or incur other indebtedness, or
9661| have bonds issued on its behalf by a unit of |ocal governnent
9662| pursuant to subparagraph(g)2., in the absence of a hurricane or
9663| ot her weat her-rel ated event, upon a determi nation by the

9664| corporation, subject to approval by the office departwent, that
9665| such action would enable it to efficiently neet the financial
9666| obligations of the corporation and that such financings are
9667| reasonably necessary to effectuate the requirenents of this
9668| subsection. The corporation is authorized to take all actions
9669| needed to facilitate tax-free status for any such bonds or

9670| i ndebtedness, including formation of trusts or other affiliated
9671| entities. The corporation shall have the authority to pl edge
9672| assessnents, projected recoveries fromthe Florida Hurricane
9673| Catastrophe Fund, other reinsurance recoverabl es, narket

9674| equalization and other surcharges, and other funds available to

9675| the corporation as security for bonds or other indebtedness. In
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9676| recognition of s. 10, Art. | of the State Constitution,

9677 prohibiting the inpairnment of obligations of contracts, it is
9678| the intent of the Legislature that no action be taken whose
9679| purpose is to inpair any bond indenture or financing agreenent
9680| or any revenue source comritted by contract to such bond or
9681| ot her indebtedness.

9682 4. a— Must require that the corporation operate subject to
9683| the supervision and approval of a board of governors consisting
9684| of 7 individuals who are residents of this state, fromdifferent
9685| geographical areas of this state, appointed by the Chief

9686/ Financial Oficer Treasurer. The Chief Financial Oficer

9687| Jreasurer shall designate one of the appointees as chair. All
9688| board nenbers serve at the pleasure of the Chief Financial

9689| O ficer Freasurer. Al board nenbers, including the chair, nust
9690 be appointed to serve for 3-year terns beginning annually on a

9691| date designated by the plan. Any board vacancy shall be filled
9692| for the unexpired termby the Chief Financial Oficer Freasurer.
9693| The Chief Financial Oficer Jreasurer shall appoint a technical

9694| advisory group to provide information and advice to the board of

9695| governors in connection with the board's duties under this

9696| subsection. The executive director and seni or managers of the
9697| corporation shall be engaged by the Chief Financial Oficer

9698| Jreasurer and serve at the pleasure of the Chief Financial

9699| O ficer Freasurer. The executive director is responsible for
9700| enploying other staff as the corporation may require, subject to

9701| review and concurrence by the Ofice of the Chief Financial
9702| O ficer Freasurer.
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9724

9725| FHorida\Wndstorm-Underwiting-Association—
9726 5. Must provide a procedure for determning the

9727 eligibility of a risk for coverage, as follows:
9728 a. Subject to the provisions of s. 627.3517, with respect
9729| to personal lines residential risks, if the risk is offered

9730| coverage from an authorized insurer at the insurer's approved
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9731| rate under either a standard policy including wind coverage or,
9732 if consistent with the insurer's underwiting rules as filed
9733| with the office departrent, a basic policy including w nd

9734| coverage, the risk is not eligible for any policy issued by the
9735/ corporation asseetation. If the risk is not able to obtain any

9736| such offer, the risk is eligible for either a standard policy

9737| including wind coverage or a basic policy including w nd
9738| coverage issued by the corporation asseeciation; however, if the

9739| risk could not be insured under a standard policy including w nd

9740| coverage regardl ess of market conditions, the risk shall be
9741| eligible for a basic policy including wind coverage unl ess

9742| rejected under subparagraph 8. The corporati on asseeiati+oen shal
9743| determne the type of policy to be provided on the basis of

9744| objective standards specified in the underwiting manual and
9745| based on generally accepted underwiting practices.

9746 (1) If the risk accepts an offer of coverage through the
9747| market assistance plan or an offer of coverage through a

9748| nmechani sm establ i shed by the corporati on asseciation before a
9749| policy is issued to the risk by the corporati on asseeciat+on or
9750| during the first 30 days of coverage by the corporation

9751| asseeiation, and the produci ng agent who submitted the

9752| application to the plan or to the corporati on asseectatioen i s not

9753| currently appointed by the insurer, the insurer shall:

9754 (A) Pay to the producing agent of record of the policy,
9755 for the first year, an anount that is the greater of the

9756| insurer's usual and customary conmm ssion for the type of policy
9757 witten or a fee equal to the usual and customary comm ssion of
9758| the corporati on asseciation; or
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9759 (B) Ofer to allow the produci ng agent of record of the
9760| policy to continue servicing the policy for a period of not |ess
9761 than 1 year and offer to pay the agent the greater of the

9762| insurer's or the corporation's asseeciatioen—s usual and customary

9763 comm ssion for the type of policy witten.
9764
9765
9766 If the producing agent is unwilling or unable to accept

9767| appointnent, the new insurer shall pay the agent in accordance
9768 w th sub-sub-sub-subparagraph (A).

9769 (I'l) \When the corporation asseciation enters into a

9770 contractual agreenent for a take-out plan, the produci ng agent
9771| of record of the corporation asseciation policy is entitled to
9772| retain any unearned conm ssion on the policy, and the insurer

9773| shall:

9774 (A) Pay to the producing agent of record of the

9775| corporation asseetation policy, for the first year, an anount

9776| that is the greater of the insurer's usual and custonmary

9777 comm ssion for the type of policy witten or a fee equal to the
9778| usual and customary conm ssion of the corporation asseciation;
9779| or

9780 (B) Ofer to allow the producing agent of record of the

9781| corporation asseeiation policy to continue servicing the policy

9782| for a period of not |less than 1 year and offer to pay the agent
9783 the greater of the insurer's or the corporation's asseciation-s

9784| wusual and custonmary conm ssion for the type of policy witten.
9785
9786
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9787 If the producing agent is unwilling or unable to accept

9788| appoi ntnent, the new insurer shall pay the agent in accordance
9789 with sub-sub-sub-subparagraph (A).

9790 b. Wth respect to cormercial lines residential risks, if
9791 the risk is offered coverage under a policy including w nd

9792| coverage froman authorized insurer at its approved rate, the
9793| risk is not eligible for any policy issued by the corporation
9794| assoectat+on. If the risk is not able to obtain any such offer,
9795| the risk is eligible for a policy including wind coverage issued
9796| by the corporation asseciation.

9797 (1) If the risk accepts an offer of coverage through the
9798 market assistance plan or an offer of coverage through a

9799| nmechani sm established by the corporation asseciation before a
9800| policy is issued to the risk by the corporati on asseeciat+on or
9801| during the first 30 days of coverage by the corporation

9802| assoetation, and the produci ng agent who submitted the

9803| application to the plan or the corporation asseetatien i s not

9804| currently appointed by the insurer, the insurer shall:

9805 (A) Pay to the producing agent of record of the policy,
9806 for the first year, an anount that is the greater of the

9807| insurer's usual and customary conmm ssion for the type of policy
9808| written or a fee equal to the usual and customary conm ssion of
9809| the corporati on asseciatioen; or

9810 (B) Ofer to allow the produci ng agent of record of the

9811| policy to continue servicing the policy for a period of not |ess
9812 than 1 year and offer to pay the agent the greater of the
9813| insurer's or the corporation's asseectation—s usual and customary

9814| comm ssion for the type of policy witten.
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9815
9816
9817 If the producing agent is unwilling or unable to accept

9818| appointnent, the new i nsurer shall pay the agent in accordance
9819 wi th sub-sub-sub-subparagraph (A).

9820 (I'l) \When the corporation asseciation enters into a

9821| contractual agreenent for a take-out plan, the produci ng agent
9822| of record of the corporation asseciation policy is entitled to
9823| retain any unearned conmi ssion on the policy, and the insurer
9824| shall:

9825 (A) Pay to the producing agent of record of the

9826| corporation asseetation policy, for the first year, an anount

9827| that is the greater of the insurer's usual and custonmary

9828 comm ssion for the type of policy witten or a fee equal to the
9829| wusual and customary conm ssion of the corporati on asseciation;
9830| or

9831 (B) Ofer to allow the producing agent of record of the

9832| corporation asseeciation policy to continue servicing the policy

9833| for a period of not |less than 1 year and offer to pay the agent
9834\ the greater of the insurer's or the corporation's asseciation-s

9835| wusual and customary comm ssion for the type of policy witten.
9836
9837
9838 If the producing agent is unwilling or unable to accept

9839| appoi ntnent, the new insurer shall pay the agent in accordance
9840 with sub-sub-sub-subparagraph (A).

9841
9842
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o844 . . N

9845 6. Must include rules for classifications of risks and
9846| rates therefor.
9847 7. Must provide that if prem um and investnent incone for

9848| an account attributable to a particul ar cal endar year are in
9849| excess of projected | osses and expenses for the account

9850| attributable to that year, such excess shall be held in surplus
9851| in the account. Such surplus shall be available to defray

9852| deficits in that account as to future years and shall be used
9853| for that purpose prior to assessing assessable insurers and
9854| assessable insureds as to any cal endar year.

9855 8. Mist provide objective criteria and procedures to be
9856/ uniformy applied for all applicants in determ ning whet her an
9857| individual risk is so hazardous as to be uninsurable. In making
9858| this determnation and in establishing the criteria and

9859| procedures, the follow ng shall be consi dered:

9860 a. Wether the likelihood of a |oss for the individual
9861| risk is substantially higher than for other risks of the sane
9862 cl ass; and

9863 b. Wiether the uncertainty associated with the individua
9864| risk is such that an appropriate prem um cannot be determ ned.
9865
9866
9867 The acceptance or rejection of a risk by the corporation shal
9868| be construed as the private placenent of insurance, and the

9869| provisions of chapter 120 shall not apply.
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9870 9. Mist provide that the corporation shall make its best
9871| efforts to procure catastrophe reinsurance at reasonabl e rates,
9872| as determ ned by the board of governors.

9873 10. Must provide that in the event of regular deficit

9874| assessnents under sub-subparagraph (b)3.a. or sub-subparagraph
9875| (b)3.b., in the personal |ines account, the comrercial |ines
9876/ residential account, or the high-risk account, the corporation
9877| shall |evy upon corporation policyholders inits next rate

9878| filing, or by a separate rate filing solely for this purpose, a
9879| market equalization surcharge arising froma regular assessnent
9880| in such account in a percentage equal to the total amount of
9881| such regul ar assessnents divided by the aggregate statew de

9882| direct witten premiumfor subject |ines of business for the
9883| prior cal endar year. Market equalization surcharges under this
9884| subparagraph are not considered prem umand are not subject to
9885| commi ssions, fees, or prem umtaxes; however, failure to pay a
9886/ market equalization surcharge shall be treated as failure to pay
9887| prem um

0888 11. The policies issued by the corporation nust provide
9889 that, if the corporation or the nmarket assistance plan obtains
9890 an offer froman authorized insurer to cover the risk at its
9891| approved rates, the risk is no longer eligible for renewal

9892| through the corporation.

9893 12. Corporation policies and applications nust include a
9894| notice that the corporation policy could, under this section, be
9895| replaced with a policy issued by an authorized insurer that does
9896| not provide coverage identical to the coverage provided by the

9897| corporation. The notice shall also specify that acceptance of
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9898| corporation coverage creates a conclusive presunption that the
9899| applicant or policyholder is aware of this potential.

9900 13. My establish, subject to approval by the office

9901| departwent, different eligibility requirenents and operationa
9902| procedures for any line or type of coverage for any specified
9903| county or area if the board determ nes that such changes to the
9904| eligibility requirements and operational procedures are

9905| justified due to the voluntary narket being sufficiently stable
9906/ and conpetitive in such area or for such line or type of

9907| coverage and that consuners who, in good faith, are unable to
9908| obtain insurance through the voluntary market through ordinary
9909 nethods woul d continue to have access to coverage fromthe

9910| corporation. Wen coverage i s sought in connection with a rea
9911| property transfer, such requirenents and procedures shall not
9912\ provide for an effective date of coverage |later than the date of
9913| the closing of the transfer as established by the transferor,
9914| the transferee, and, if applicable, the |ender.

9915 14. Must provide that, with respect to the high-risk

9916| account, any assessable insurer with a surplus as to

9917| policyholders of $25 million or less witing 25 percent or nore
9918| of its total countryw de property insurance premunms in this
9919| state may petition the office departnent, within the first 90
9920| days of each cal endar year, to qualify as a limted

9921| apportionnment conpany. In no event shall a |limted apportionnent
9922| conpany be required to participate in the portion of any

9923| assessnent, within the high-risk account, pursuant to sub-

9924| subparagraph (b)3.a. or sub-subparagraph (b)3.b. in the

9925| aggregate which exceeds $50 nillion after paynent of avail able
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9926| high-risk account funds in any cal endar year. However, a limted
9927| apportionnent conpany shall collect fromits policyhol ders any
9928| energency assessnent inposed under sub-subparagraph (b)3.d. The
9929| plan shall provide that, if the office departrent determ nes
9930| that any regular assessnment will result in an inpairnent of the
9931| surplus of a limted apportionnent conpany, the office

9932| departrent may direct that all or part of such assessnent be
9933| deferred as provided in subparagraph (g)4. However, there shal
9934 be no limtation or defernent of an energency assessnent to be
9935 collected from policyhol ders under sub-subparagraph(b) 3. d.

9936 15. Must provide that the corporation appoint as its

9937| licensed agents only those agents who al so hold an appoi nt nent
9938| as defined in s. 626.104 with an insurer who at the tinme of the
9939| agent's initial appointnent by the corporation is authorized to
9940 wite and is actually witing personal lines residential

9941| property coverage, commercial residential property coverage, or
9942| commrercial nonresidential property coverage within the state.
9943 (d)l. It is the intent of the Legislature that the rates
9944| for coverage provided by the corporation be actuarially sound
9945| and not conpetitive with approved rates charged in the admtted
9946| voluntary market, so that the corporation functions as a

9947| residual market nechanismto provide insurance only when the
9948| insurance cannot be procured in the voluntary narket. Rates
9949| shall include an appropriate catastrophe | oading factor that
9950| reflects the actual catastrophic exposure of the corporation.
9951 2. For each county, the average rates of the corporation
9952| for each line of business for personal lines residential

9953| policies excluding rates for wind-only policies shall be no
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9954| | ower than the average rates charged by the insurer that had the
9955| hi ghest average rate in that county anong the 20 insurers with
9956| the greatest total direct witten premumin the state for that
9957| line of business in the preceding year, except that with respect
9958| to nobile honme coverages, the average rates of the corporation
9959| shall be no | ower than the average rates charged by the insurer
9960 that had the highest average rate in that county anmong the 5
9961| insurers with the greatest total witten prem um for nobile hone
9962 owner's policies in the state in the precedi ng year.

9963 3. Rates for personal lines residential wind-only policies
9964| nust be actuarially sound and not conpetitive with approved

9965| rates charged by authorized insurers. However, for persona

9966| lines residential wind-only policies issued or renewed between
9967| July 1, 2002, and June 30, 2003, the nmaxi mum prem um i ncrease
9968| nust be no greater than 10 percent of the Florida Wndstorm

9969| Underwriting Association premiumfor that policy in effect on
9970\ June 30, 2002, as adjusted for coverage changes and seasonal

9971| occupancy surcharges. The personal lines residential w nd-only
9972| rates for the corporation effective July 1, 2003, nust be based
9973 on a rate filing by the corporation which establishes rates

9974 which are actuarially sound and not conpetitive with approved
9975| rates charged by authorized insurers. Corporation rate manual s
9976| shall include a rate surcharge for seasonal occupancy. To

9977| ensure that personal lines residential wind-only rates effective
9978 on or after July 1, 2003, are not conpetitive with approved

9979| rates charged by authorized insurers, the office departrent, by
9980 March 1 of each year, shall provide the corporation, for each

9981| county in which there are geographical areas in which personal
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9982| lines residential wind-only policies my be issued, the average
9983| rates charged by the insurer that had the highest average rate
9984| in that county for wind coverage in that insurer's rating

9985| territories which nost closely approxi mate the geographical area
9986| in that county in which personal lines residential w nd-only
9987| policies may be witten by the corporation. The average rates
9988 provided nust be froman insurer anong the 20 insurers with the
9989| greatest total direct witten premumin the state for personal
9990| lines residential property insurance for the precedi ng year.
9991| Wth respect to nobile hones, the five insurers with the

9992| greatest total witten premiumfor that |ine of business in the
9993| preceding year shall be used. The corporation shall certify to
9994| the office departnent that its average personal |ines

9995| residential wind-only rates are no | ower in each county than the
9996| average rates provided by the office departrent. The conm ssion
9997| nmay departrwent—is—authorizedto adopt rules to establish

9998| reporting requirenments to obtain the necessary wind-only rate

9999| information frominsurers to inplenment this provision.

10000 4. Rates for commercial |ines coverage shall not be

10001| subject to the requirenents of subparagraph 2., but shall be
10002| subject to all other requirenments of this paragraph and s.

10003| 627.062.

10004 5. Nothing in this paragraph shall require or allow the
10005 corporation to adopt a rate that is inadequate under s. 627.062.
10006 6. The corporation shall make a rate filing at |east once
10007 a year, but no nore often than quarterly.

10008 7. In addition to the rates otherw se determ ned pursuant

10009| to this paragraph, the corporation shall inpose and collect an
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10010 anount equal to the premumtax provided for in s. 624.509 to
10011} augnent the financial resources of the corporation.

10012 (e) If coverage in an account is deactivated pursuant to
10013 paragraph (f), coverage through the corporation shall be

10014| reactivated by order of the office departrent only under one of
10015| the follow ng circunstances:

10016 1. If the market assistance plan receives a mninum of 100
10017| applications for coverage within a 3-nonth period, or 200

10018 applications for coverage within a 1-year period or |ess for
10019| residential coverage, unless the market assistance plan provides
10020 a quotation fromadmtted carriers at their filed rates for at
10021| | east 90 percent of such applicants. Any market assistance plan
10022| application that is rejected because an individual risk is so
10023 hazardous as to be uninsurable using the criteria specified in
10024| subparagraph (c)8. shall not be included in the m ni num

10025| percentage cal cul ation provided herein. In the event that there
10026 is a legal or admnistrative challenge to a determ nation by the
10027| office departwent that the conditions of this subparagraph have
10028 been net for eligibility for coverage in the corporation, any
10029| eligible risk may obtain coverage during the pendency of such
10030| chal | enge.

10031 2. In response to a state of energency decl ared by the
10032| CGovernor under s. 252.36, the office departrent may activate
10033( coverage by order for the period of the energency upon a finding
10034| by the office department that the energency significantly

10035| affects the availability of residential property insurance.

10036 (f)1. The corporation shall file with the office

10037| departrent quarterly statenents of financial condition, an
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10038| annual statenent of financial condition, and audited financi al
10039| statenents in the manner prescribed by law. In addition, the
10040| corporation shall report to the office departwent nonthly on the
10041 types, prem um exposure, and distribution by county of its
10042| policies in force, and shall submt other reports as the office
10043| departrent- requires to carry out its oversight of the

10044| corporati on.

10045 2. The activities of the corporation shall be reviewed at
10046| | east annually by the office departwent to determ ne whet her
10047| coverage shall be deactivated in an account on the basis that
10048| the conditions giving rise to its activation no |onger exist.
10049 (g)1. The corporation shall certify to the office

10050 departrent its needs for annual assessnments as to a particul ar
10051 cal endar year, and for any interim assessnents that it deens to
10052| be necessary to sustain operations as to a particular year

10053| pending the recei pt of annual assessnents. Upon verification,
10054| the office departwent shall approve such certification, and the
10055| corporation shall |evy such annual or interim assessnents. Such
10056 assessnents shall be prorated as provided in paragraph (b). The
10057 corporation shall take all reasonable and prudent steps

10058| necessary to collect the anpbunt of assessnent due from each
10059| assessable insurer, including, if prudent, filing suit to

10060| collect such assessnment. |f the corporation is unable to coll ect
10061 an assessnment from any assessable insurer, the uncoll ected
10062| assessnents shall be levied as an additional assessnment agai nst
10063| the assessable insurers and any assessable insurer required to
10064| pay an additional assessnment as a result of such failure to pay

10065| shall have a cause of action agai nst such nonpayi ng assessabl e
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10066| insurer. Assessnents shall be included as an appropriate factor
10067 in the making of rates. The failure of a surplus |ines agent to
10068| collect and remt any regular or emergency assessnent |evi ed by
10069 the corporation is considered to be a violation of s. 626.936
10070 and subjects the surplus lines agent to the penalties provided
10071| in that section.

10072 2. The governing body of any unit of |ocal governnent, any
10073| residents of which are insured by the corporati on, nay issue
10074| bonds as defined in s. 125.013 or s. 166.101 fromtine to tine
10075| to fund an assi stance program in conjunction with the

10076| corporation, for the purpose of defraying deficits of the

10077| corporation. In order to avoid needl ess and indiscrimnate

10078| proliferation, duplication, and fragnentati on of such assi stance
10079 prograns, any unit of |ocal governnment, any residents of which
10080 are insured by the corporation, may provide for the paynent of
10081| | osses, regardl ess of whether or not the | osses occurred within
10082| or outside of the territorial jurisdiction of the |ocal

10083| governnent. Revenue bonds under this subparagraph may not be
10084 issued until validated pursuant to chapter 75, unless a state of
10085| energency is declared by executive order or proclamation of the
10086| Governor pursuant to s. 252.36 meki ng such findings as are

10087 necessary to determne that it is in the best interests of, and
10088| necessary for, the protection of the public health, safety, and
10089 general welfare of residents of this state and declaring it an
10090| essential public purpose to permt certain nunicipalities or
10091| counties to issue such bonds as will permt relief to clainmants
10092| and policyhol ders of the corporation. Any such unit of |ocal

10093| governnent nmay enter into such contracts with the corporation
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10094 and with any other entity created pursuant to this subsection as
10095| are necessary to carry out this paragraph. Any bonds issued
10096| under this subparagraph shall be payable from and secured by
10097 noneys received by the corporation from energency assessnents
10098| under sub- subparagraph (b)3.d., and assi gned and pl edged to or
10099| on behalf of the unit of |ocal governnent for the benefit of the
10100\ hol ders of such bonds. The funds, credit, property, and taxing
10101| power of the state or of the unit of |ocal governnent shall not
10102| be pl edged for the paynent of such bonds. If any of the bonds
10103| remain unsold 60 days after issuance, the office departrent
10104| shall require all insurers subject to assessnment to purchase the
10105 bonds, which shall be treated as adm tted assets; each insurer
10106| shall be required to purchase that percentage of the unsold
10107 portion of the bond issue that equals the insurer's relative
10108| share of assessnent liability under this subsection. An insurer
10109| shall not be required to purchase the bonds to the extent that
10110 the office departwent determ nes that the purchase woul d

10111| endanger or inpair the solvency of the insurer.

10112 3.a. The corporation shall adopt one or nore prograns
10113| subject to approval by the office departwent for the reduction
10114| of both new and renewal witings in the corporation. The

10115| corporation may consider any prudent and not unfairly

10116| discrim natory approach to reducing corporation witings, and
10117 may adopt a credit against assessnent liability or other

10118| liability that provides an incentive for insurers to take risks
10119| out of the corporation and to keep risks out of the corporation
10120 by mai ntaining or increasing voluntary witings in counties or

10121| areas in which corporation risks are highly concentrated and a
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10122 programto provide a fornula under which an insurer voluntarily
10123| taking risks out of the corporation by maintaining or increasing
10124| voluntary witings will be relieved wholly or partially from
10125 assessnents under sub-subparagraphs (b)3.a. and b. Wen the
10126/ corporation enters into a contractual agreenent for a take-out
10127 plan, the producing agent of record of the corporation policy is
10128| entitled to retain any unearned conmm ssion on such policy, and
10129| the insurer shall either:

10130 (') Pay to the producing agent of record of the policy,
10131| for the first year, an anount which is the greater of the

10132| insurer's usual and customary conmmi ssion for the type of policy
10133| witten or a policy fee equal to the usual and customary

10134| comm ssion of the corporation; or

10135 (1) Ofer to allow the produci ng agent of record of the
10136| policy to continue servicing the policy for a period of not |ess
10137 than 1 year and offer to pay the agent the insurer's usual and
10138| customary conmm ssion for the type of policy witten. If the
10139| producing agent is unwilling or unable to accept appoi ntnment by
10140 the new insurer, the new insurer shall pay the agent in

10141| accordance w th sub- sub-subparagraph (1).

10142 b. Any credit or exenption fromregul ar assessnents

10143 adopted under this subparagraph shall |ast no | onger than the 3
10144| vyears followi ng the cancellation or expiration of the policy by
10145| the corporation. Wth the approval of the office departnent, the
10146/ board may extend such credits for an additional year if the
10147| insurer guarantees an additional year of renewability for all
10148 policies renoved fromthe corporation, or for 2 additional years
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10149 if the insurer guarantees 2 additional years of renewability for
10150 all policies so renoved.

10151 c. There shall be no credit, limtation, exenption, or
10152 defernent from energency assessnents to be collected from

10153| policyhol ders pursuant to sub-subparagraph (b)3.d.

10154 4. The plan shall provide for the defernment, in whole or
10155 in part, of the assessnent of an assessable insurer, other than
10156 an energency assessnent coll ected from policyhol ders pursuant to
10157 sub-subparagraph (b)3.d., if the office departnent finds that
10158| paynent of the assessnment woul d endanger or inpair the sol vency
10159| of the insurer. In the event an assessnment agai nst an assessabl e
10160| insurer is deferred in whole or in part, the amount by which
10161| such assessnent is deferred may be assessed agai nst the other
10162| assessable insurers in a manner consistent with the basis for
10163| assessnents set forth in paragraph (b).

10164 (h) Nothing in this subsection shall be construed to

10165 preclude the issuance of residential property insurance coverage
10166| pursuant to part VIII of chapter 626.

10167 (i) There shall be no liability on the part of, and no
10168| cause of action of any nature shall arise against, any

10169| assessable insurer or its agents or enployees, the corporation
10170 or its agents or enployees, nenbers of the board of governors or
10171| their respective designees at a board neeting, corporation

10172 conmittee nmenbers, or the office departhent or its

10173| representatives, for any action taken by themin the perfornmance
10174 of their duties or responsibilities under this subsection. Such

10175 immunity does not apply to:
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10176 1. Any of the foregoing persons or entities for any
10177 willful tort;
10178 2. The corporation or its producing agents for breach of

10179 any contract or agreenent pertaining to insurance coverage;
10180 3. The corporation with respect to i ssuance or paynent of
10181| debt; or

10182 4. Any assessable insurer with respect to any action to
10183| enforce an assessable insurer's obligations to the corporation
10184| wunder this subsection.

10185 (j) For the purposes of s. 199.183(1), the corporation
10186| shall be considered a political subdivision of the state and
10187 shall be exenpt fromthe corporate inconme tax. The prem umns,
10188 assessnents, investnent inconme, and other revenue of the

10189 corporation are funds received for providing property insurance
10190| coverage as required by this subsection, paying clains for

10191| Florida citizens insured by the corporation, securing and

10192| repayi ng debt obligations issued by the corporation, and

10193| conducting all other activities of the corporation, and shall
10194\ not be considered taxes, fees, |icenses, or charges for services
10195| inposed by the Legislature on individuals, businesses, or

10196| agenci es outside state governnment. Bonds and ot her debt

10197 obligations issued by or on behalf of the corporation are not to
10198| be considered "state bonds" within the neani ng of s.

10199| 215.58(8) 39). The corporation is not subject to the procurenent
10200| provisions of chapter 287, and policies and decisions of the
10201| corporation relating to incurring debt, |levying of assessnents
10202 and the sale, issuance, continuation, terns and clai ns under

10203| corporation policies, and all services relating thereto, are not
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10204| subject to the provisions of chapter 120. The corporation is not
10205 required to obtain or to hold a certificate of authority issued
10206| by the office departrent, nor is it required to participate as a
10207 nenber insurer of the Florida Insurance Guaranty Associ ati on.
10208 However, the corporation is required to pay, in the sane manner
10209| as an authorized insurer, assessnents pledged by the Florida
10210| I nsurance Guaranty Associ ation to secure bonds issued or other
10211| i ndebtedness incurred to pay covered clains arising frominsurer
10212 i nsol venci es caused by, or proximately related to, hurricane
10213| losses. It is the intent of the Legislature that the tax

10214| exenptions provided in this paragraph will augnment the financial
10215| resources of the corporation to better enable the corporation to
10216 fulfill its public purposes. Any bonds issued by the

10217 corporation, their transfer, and the incone therefrom i ncluding
10218 any profit made on the sale thereof, shall at all tines be free
10219 fromtaxation of every kind by the state and any political

10220| subdi vision or local unit or other instrunentality thereof;

10221| however, this exenption does not apply to any tax inposed by
10222 chapter 220 ehapter—200 on interest, inconme, or profits on debt
10223| obligati ons owned by corporations other than the corporation.
10224 (k) Upon a determ nation by the office departnent- that the
10225 conditions giving rise to the establishnment and activation of

10226| the corporation no | onger exist, the corporation is dissolved.
10227 Upon di ssolution, the assets of the corporation asseciation
10228| shall be applied first to pay all debts, liabilities, and

10229| obligations of the corporation, including the establishnment of
10230| reasonable reserves for any contingent liabilities or

10231| obligations, and all renmining assets of the corporation shall
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10232| becone property of the state and be deposited in the Florida
10233| Hurricane Catastrophe Fund. However, no dissolution shall take
10234| effect as long as the corporation has bonds or other financi al
10235 obligati ons outstandi ng unl ess adequate provision has been nade
10236/ for the paynent of the bonds or other financial obligations

10237| pursuant to the docunents authorizing the issuance of the bonds
10238 or other financial obligations.

10239 (1)1. Effective July 1, 2002, policies of the Residenti al
10240 Property and Casualty Joint Underwiting Association shall

10241| becone policies of the corporation. Al obligations, rights,
10242| assets and liabilities of the Residential Property and Casualty
10243| Joint Underwiting Association, including bonds, note and debt
10244| obligations, and the financi ng docunents pertaining to them

10245 becone those of the corporation as of July 1, 2002. The

10246/ corporation is not required to issue endorsenents or

10247| certificates of assunption to insureds during the remaining term
10248| of in-force transferred policies.

10249 2. Effective July 1, 2002, policies of the Florida

10250 W ndstorm Underwiting Association are transferred to the

10251| corporation and shall beconme policies of the corporation. Al
10252| obligations, rights, assets, and liabilities of the Florida

10253 W ndstorm Underwiting Associ ation, including bonds, note, and
10254| debt obligations, and the financing docunents pertaining to them
10255| are transferred to and assuned by the corporation on July 1,
10256/ 2002. The corporation is not required to issue endorsenent or
10257| certificates of assunption to insureds during the remaining term

10258| of in-force transferred policies.
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10259 3. The Florida Wndstorm Underwiting Association and the
10260 Residential Property and Casualty Joint Underwiting Association
10261| shall take all actions as may be proper to further evidence the
10262| transfers and shall provide the docunents and instrunents of
10263| further assurance as nmay reasonably be requested by the

10264| corporation for that purpose. The corporation shall execute
10265| assunptions and instrunments as the trustees or other parties to
10266| the financing docunents of the Florida Wndstorm Underwriting
10267 Associ ation or the Residential Property and Casualty Joint

10268 Underwriting Association may reasonably request to further

10269| evidence the transfers and assunptions, which transfers and
10270\ assunptions, however, are effective on the date provided under
10271| this paragraph whether or not, and regardless of the date on
10272 which, the assunptions or instrunents are executed by the

10273| corporation. Subject to the relevant financing docunents

10274| pertaining to their outstandi ng bonds, notes, indebtedness, or
10275| other financing obligations, the noneys, investnents,

10276| receivables, choses in action, and other intangibles of the
10277 Fl orida Wndstorm Underwiting Associati on shall be credited to
10278 the high-risk account of the corporation, and those of the
10279| personal lines residential coverage account and the conmerci al
10280| lines residential coverage account of the Residential Property
10281 and Casualty Joint Underwiting Association shall be credited to
10282 the personal |ines account and the comrercial |ines account,
10283| respectively, of the corporation.

10284 4. Effective July 1, 2002, a new applicant for property
10285| i nsurance coverage who woul d ot herwi se have been eligible for

10286| coverage in the Florida WndstormUnderwiting Association is
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10287 eligible for coverage fromthe corporation as provided in this
10288| subsecti on.

10289 5. The transfer of all policies, obligations, rights,

10290 assets, and liabilities fromthe Florida Wndstorm Underwiting
10291| Associ ation to the corporation and the renam ng of the

10292| Residential Property and Casualty Joint Underwiting Association
10293| as the corporation shall in no way affect the coverage with
10294| respect to covered policies as defined in s. 215.555(2)(c)

10295 provided to these entities by the Florida Hurricane Catastrophe
10296/ Fund. The coverage provided by the Florida Hurricane Catastrophe
10297 Fund to the Florida Wndstorm Underwiting Association based on
10298 its exposures as of June 30, 2002, and each June 30 thereafter
10299| shall be redesignated as coverage for the high-risk account of
10300 the corporation. Notw thstandi ng any other provision of |aw, the
10301| coverage provided by the Florida Hurricane Catastrophe Fund to
10302| the Residential Property and Casualty Joint Underwiting

10303 Associ ation based on its exposures as of June 30, 2002, and each
10304| June 30 thereafter shall be transferred to the personal |ines
10305 account and the comrercial |ines account of the corporation.
10306/ Notwi t hstandi ng any ot her provision of |aw, the high-risk

10307| account shall be treated, for all Florida Hurricane Catastrophe
10308 Fund purposes, as if it were a separate participating insurer
10309| with its own exposures, reinbursenent prem um and | oss

10310 rei nbursenent. Likew se, the personal |ines and comercial |ines
10311| accounts shall be viewed together, for all Florida Hurricane
10312| Cat astrophe Fund purposes, as if the two accounts were one and
10313| represent a single, separate participating insurer with its own

10314| exposures, reinbursenent prem um and | oss rei nbursenent. The
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10315| coverage provided by the Florida Hurricane Catastrophe Fund to
10316| the corporation shall constitute and operate as a full transfer
10317 of coverage fromthe Florida Wndstorm Underwiting Associ ation
10318 and Residential Property and Casualty Joint Underwiting to the
10319| corporati on.

10320 (m Notwi thstandi ng any ot her provision of |aw

10321 1. The pledge or sale of, the |ien upon, and the security
10322| interest in any rights, revenues, or other assets of the

10323| corporation created or purported to be created pursuant to any
10324| financing docunents to secure any bonds or other indebtedness of
10325| the corporation shall be and remain valid and enforceabl e,

10326 notw t hstandi ng the commencenent of and during the continuation
10327 of, and after, any rehabilitation, insolvency, |iquidation,
10328 bankruptcy, receivership, conservatorship, reorgani zation, or
10329| sim |l ar proceedi ng agai nst the corporation under the |aws of
10330| this state.

10331 2. No such proceeding shall relieve the corporation of its
10332| obligation, or otherwi se affect its ability to performits

10333 obligation, to continue to collect, or Ievy and collect,

10334| assessnents, market equalization or other surcharges under
10335| subparagraph (c)10., or any other rights, revenues, or other
10336| assets of the corporation pledged pursuant to any financing
10337| docunents.

10338 3. Each such pledge or sale of, |ien upon, and security
10339| interest in, including the priority of such pledge, lien, or
10340| security interest, any such assessnents, market equalization or
10341| other surcharges, or other rights, revenues, or other assets

10342| which are collected, or levied and coll ected, after the
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10343| comrencenent of and during the pendency of, or after, any such
10344| proceedi ng shall continue unaffected by such proceeding. As
10345| wused in this subsection, the term"financing docunents" means
10346 any agreenent or agreenents, instrunent or instrunents, or other
10347| docunent or docunents now existing or hereafter created

10348| evi dencing any bonds or other indebtedness of the corporation or
10349 pursuant to which any such bonds or other indebtedness has been
10350 or may be issued and pursuant to which any rights, revenues, or
10351 other assets of the corporation are pledged or sold to secure
10352| the repaynent of such bonds or indebtedness, together with the
10353| paynent of interest on such bonds or such indebtedness, or the
10354| paynent of any other obligation or financial product, as defined
10355 in the plan of operation of the corporation related to such
10356| bonds or i ndebtedness.

10357 4. Any such pledge or sale of assessnents, revenues,

10358| contract rights, or other rights or assets of the corporation
10359| shall constitute a lien and security interest, or sale, as the
10360 case may be, that is inmediately effective and attaches to such
10361 assessnents, revenues, or contract rights or other rights or
10362| assets, whether or not inposed or collected at the tinme the
10363| pledge or sale is made. Any such pledge or sale is effective,
10364| valid, binding, and enforceabl e against the corporation or other
10365| entity nmaking such pledge or sale, and valid and bi ndi ng agai nst
10366 and superior to any conpeting clainms or obligations owed to any
10367| other person or entity, including policyholders in this state,
10368| asserting rights in any such assessnents, revenues, or contract
10369 rights or other rights or assets to the extent set forth in and

10370 in accordance with the ternms of the pledge or sale contained in
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10371| the applicable financing docunents, whether or not any such
10372| person or entity has notice of such pledge or sale and w t hout
10373| the need for any physical delivery, recordation, filing, or
10374| ot her acti on.

10375 (n)1. The follow ng records of the corporation are

10376| confidential and exenpt fromthe provisions of s. 119.07(1) and
10377 s. 24(a), Art. | of the State Constitution:

10378 a. Underwriting files, except that a policyholder or an
10379 applicant shall have access to his or her own underwiting
10380| fil es.

10381 b. Cains files, until termnation of all litigation and
10382| settlenent of all clains arising out of the sane incident,

10383| al though portions of the clains files may remain exenpt, as
10384 ot herwi se provided by |aw. Confidential and exenpt clains file
10385/ records may be rel eased to ot her governnental agencies upon
10386| witten request and denonstration of need; such records held by
10387| the receiving agency remain confidential and exenpt as provided
10388| for herein.

10389 c. Records obtained or generated by an internal auditor
10390\ pursuant to a routine audit, until the audit is conpleted, or if
10391| the audit is conducted as part of an investigation, until the
10392 investigation is closed or ceases to be active. An

10393| investigation is considered "active" while the investigation is
10394 being conducted wth a reasonable, good faith belief that it
10395 could lead to the filing of adm nistrative, civil, or crimnal
10396| proceedi ngs.

10397 d. Matters reasonably enconpassed in privileged attorney-

10398| client conmuni cati ons.
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10399 e. Proprietary information |icensed to the corporation
10400 under contract and the contract provides for the confidentiality
10401| of such proprietary information.

10402 f. Al information relating to the nedical condition or
10403| nedical status of a corporation enployee which is not rel evant
10404 to the enpl oyee's capacity to performhis or her duties, except
10405 as otherw se provided in this paragraph. Information which is
10406| exenpt shall include, but is not limted to, information

10407 relating to workers' conpensation, insurance benefits, and

10408 retirenment or disability benefits.

10409 g. Upon an enployee's entrance into the enpl oyee

10410| assistance program a programto assist any enpl oyee who has a
10411| behavi oral or medi cal disorder, substance abuse problem or

10412\ enotional difficulty which affects the enpl oyee's job

10413| performance, all records relative to that participation shall be
10414| confidential and exenpt fromthe provisions of s. 119.07(1) and

10415 s. 24(a), Art. | of the State Constitution, except as otherw se
10416| provided in s. 112.0455(11).
10417 h. Information relating to negotiations for financing,

10418| reinsurance, depopul ation, or contractual services, until the
10419| concl usion of the negoti ations.

10420 i. Mnutes of closed neetings regardi ng underwiting
10421| files, and m nutes of closed neetings regarding an open cl ai nms
10422 file until termnation of all litigation and settlenent of all
10423| clains with regard to that claim except that information
10424| ot herwi se confidential or exenpt by law will be redacted.

10425
10426
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10427 When an authorized insurer is considering underwiting a risk
10428| insured by the corporation, relevant underwiting files and
10429| confidential clains files may be released to the insurer

10430 provided the insurer agrees in witing, notarized and under

10431 oath, to maintain the confidentiality of such files. Wen a
10432| file is transferred to an insurer that file is no |l onger a

10433| public record because it is not held by an agency subject to the
10434| provisions of the public records |law. Underwiting files and
10435 confidential clains files may also be released to staff of and
10436/ the board of governors of the market assistance plan established
10437| pursuant to s. 627.3515, who nust retain the confidentiality of
10438| such files, except such files nmay be rel eased to authorized
10439| insurers that are considering assum ng the risks to which the
10440( files apply, provided the insurer agrees in witing, notarized
10441| and under oath, to maintain the confidentiality of such files.
10442| Finally, the corporation or the board or staff of the market
10443 assi stance plan nay nmake the follow ng i nformati on obtained from
10444 underwriting files and confidential clainms files available to
10445 1licensed general lines insurance agents: nane, address, and
10446| tel ephone nunber of the residential property owner or insured;
10447| location of the risk; rating information; |oss history; and
10448| policy type. The receiving licensed general |ines insurance
10449| agent nust retain the confidentiality of the information

10450 recei ved.

10451 2. Portions of neetings of the corporation are exenpt from
10452| the provisions of s. 286.011 and s. 24(b), Art. | of the State
10453| Constitution wherein confidential underwiting files or

10454| confidential open clains files are discussed. Al portions of
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10455| corporation neetings which are closed to the public shall be
10456 recorded by a court reporter. The court reporter shall record
10457 the tines of commencenent and term nation of the neeting, all
10458 di scussion and proceedi ngs, the nanmes of all persons present at
10459| any tinme, and the nanmes of all persons speaking. No portion of
10460 any cl osed neeting shall be off the record. Subject to the
10461| provisions hereof and s. 119.07(2)(a), the court reporter's
10462| notes of any cl osed neeting shall be retained by the corporation
10463 for a mnimumof 5 years. A copy of the transcript, |ess any
10464| exenpt matters, of any cl osed neeting wherein clains are

10465| di scussed shall becone public as to individual clains after
10466 settlenment of the claim

10467 (o) It is the intent of the Legislature that the

10468 anmendnents to this subsection enacted in 2002 shoul d, over tine,
10469| reduce the probable maxi num wi ndstorm | osses in the residual

10470 markets and shoul d reduce the potential assessnents to be |evied

10471 on property insurers and policyholders statewide. In
10472| furtherance of this intent:
10473 1. The board shall, on or before February 1 of each year,

10474| provide a report to the President of the Senate and the Speaker
10475 of the House of Representatives showi ng the reduction or

10476| increase in the 100-year probable maximum | oss attributable to
10477 w nd-only coverages and the quota share program under this

10478 subsection conbi ned, as conpared to the benchmark 100-year

10479| probabl e maxi mum | oss of the Florida Wndstorm Underwiting

10480 Association. For purposes of this paragraph, the benchmark 100-
10481 year probable maximum | oss of the Florida Wndstorm Underwiting
10482| Associ ation shall be the cal cul ati on dated February 2001 and
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10483| based on Novenber 30, 2000, exposures. In order to ensure
10484| conparability of data, the board shall use the sane nethods for
10485| calculating its probable maxi mnum | oss as were used to cal cul ate
10486 the benchmark probabl e maxi num | oss.

10487 2. Beginning February 1, 2007, if the report under

10488| subparagraph 1. for any year indicates that the 100-year

10489| probable maxi mum | oss attributable to wind-only coverages and
10490| the quota share program conbi ned does not reflect a reduction of
10491 at least 25 percent fromthe benchmark, the board shall reduce
10492| the boundaries of the high-risk area eligible for wind-only
10493| coverages under this subsection in a nmanner cal cul ated to reduce
10494| such probabl e maxi mumloss to an amount at |east 25 percent
10495| bel ow t he benchmark.

10496 3. Beginning February 1, 2012, if the report under

10497| subparagraph 1. for any year indicates that the 100-year

10498| probabl e maxi mum | oss attributable to wi nd-only coverages and
10499 the quota share program conbi ned does not reflect a reduction of
10500 at | east 50 percent fromthe benchmark, the boundaries of the
10501 high-risk area eligible for wind-only coverages under this

10502| subsection shall be reduced by the elimnation of any area that
10503 is not seaward of a line 1,000 feet inland fromthe Intracoastal
10504 WAt erway.

10505 (p) In enacting the provisions of this section, the

10506 Legi sl ature recognizes that both the Florida Wndstorm

10507 Underwriting Association and the Residential Property and

10508| Casualty Joint Underwiting Association have entered into

10509| financing arrangenents that obligate each entity to service its

10510 debts and nmaintain the capacity to repay funds secured under
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10511| these financing arrangenents. It is the intent of the

10512| Legislature that nothing in this section be construed to

10513| conprom se, dimnish, or interfere with the rights of creditors
10514 wunder such financing arrangenents. It is further the intent of
10515 the Legislature to preserve the obligations of the Florida
10516 W ndstorm Underwriting Association and Residential Property and
10517 Casualty Joint Underwiting Association with regard to

10518| out standi ng financing arrangenents, with such obligations

10519 passing entirely and unchanged to the corporation and,

10520| specifically, to the applicable account of the corporation. So
10521| | ong as any bonds, notes, indebtedness, or other financing
10522| obligations of the Florida Wndstorm Underwiting Association or
10523| the Residential Property and Casualty Joint Underwiting

10524 Associ ation are outstanding, under the terns of the financing
10525| docunents pertaining to them the governing board of the

10526| corporation shall have and shall exercise the authority to |evy,
10527 charge, collect, and receive all prem uns, assessnents,

10528| surcharges, charges, revenues, and receipts that the

10529 associ ations had authority to | evy, charge, collect, or receive
10530 under the provisions of subsection (2) and this subsection,
10531| respectively, as they existed on January 1, 2002, to provide
10532| noneys, w thout exercise of the authority provided by this
10533| subsection, in at |east the anobunts, and by the tinmes, as would
10534 be provided under those fornmer provisions of subsection (2) or
10535| this subsection, respectively, so that the value, anmount, and
10536| collectability of any assets, revenues, or revenue source

10537 pledged or committed to, or any lien thereon securing such

10538| out st andi ng bonds, notes, indebtedness, or other financing
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10539| obligations will not be dimnished, inpaired, or adversely

10540| affected by the anendnents made by this act and to permt

10541| conpliance with all provisions of financing docunments pertaining
10542 to such bonds, notes, indebtedness, or other financing

10543| obligations, or the security or credit enhancenent for them and
10544| any reference in this subsection to bonds, notes, indebtedness,
10545| financing obligations, or simlar obligations, of the

10546| corporation shall include |ike instrunents or contracts of the
10547 Florida Wndstorm Underwiting Association and the Residenti al
10548| Property and Casualty Joint Underwiting Association to the
10549| extent not inconsistent with the provisions of the financing
10550 docunents pertaining to them

10551
10552
10553
10554
10555
10556
10557 (g)&— The corporation shall not require the securing of
10558 flood insurance as a condition of coverage if the insured or
10559| applicant executes a form approved by the office departrent
10560 affirmng that flood insurance is not provided by the

10561| corporation and that if flood insurance is not secured by the
10562 applicant or insured in addition to coverage by the corporation,
10563 the risk will not be covered for flood danage. A corporation
10564| policyhol der electing not to secure flood insurance and

10565 executing a formas provided herein making a claimfor water

10566| damage agai nst the corporation shall have the burden of proving
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10567| the danage was not caused by fl ooding. Notw thstandi ng ot her
10568| provisions of this subsection, the corporation nmay deny coverage
10569 to an applicant or insured who refuses to execute the form

10570 descri bed herein.

10571 Section 200. Section 627.3511, Florida Statutes, is

10572| amended to read:

10573 627. 3511 Depopul ation of Ctizens Property |nsurance

10574| Cor por ati on ResidentialProperty and Casualty Joeint Underwiting
10575| Association. --

10576 (1) LEG SLATIVE | NTENT.--The Legislature finds that the

10577 public policy of this state requires the naintenance of a

10578| residual market for residential property insurance. It is the
10579| intent of the Legislature to provide a variety of financial

10580 incentives to encourage the replacenent of the highest possible
10581 nunber of Citizens Property | nsurance Corporation Residential-
10582| Property—and CasualtyJoint—Underwiting-Association policies
10583 with policies witten by admtted insurers at approved rates.
10584 (2) TAKE-QUT BONUS. --The Citizens Property Insurance

10585  Corporation Residential Property and Casualty Joint Underwiting
10586 Association shall pay the sumof up to $100 to an insurer for

10587 each risk that the insurer renoves fromthe corporation

10588| associat+on, either by issuance of a policy upon expiration or
10589| cancell ation of the corporati on asseciation policy or by
10590 assunption of the corporation' s asseectation—s obligations with

10591| respect to an in-force policy. Such paynent is subject to
10592| approval of the corporation asseeciatioen board. In order to
10593 qualify for the bonus under this subsection, the take-out plan

10594| nust include a m ni num of 25,000 policies. Wthin 30 days after
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10595| approval by the board, the office departrent may reject the
10596 insurer's take-out plan and disqualify the insurer fromthe
10597| bonus, based on the following criteria:

10598 (a) The capacity of the insurer to absorb the policies
10599| proposed to be taken out of the corporation asseeiation and the

10600 concentration of risks of those policies.

10601 (b) Wether the geographic and risk characteristics of
10602| policies in the proposed take-out plan serve to reduce the
10603| exposure of the corporation asseetation sufficiently to justify
10604| the bonus.

10605 (c) \Whether coverage for risks to be taken out otherw se

10606| exists in the admtted voluntary market.

10607 (d) The degree to which the take-out bonus is pronoting
10608 new capital being allocated by the insurer to Florida

10609| residential property coverage.

10610 (3) EXEMPTI ON FROM DEFI CI T ASSESSMENTS. - -

10611 (a) The calculation of an insurer's assessnent liability
10612| under s. 627.351(6)(b)3.a. or b. shall, for an insurer that in

10613| any cal endar year renoves 50,000 or nore risks fromthe Ctizens

10614| Property Insurance Corporation Residential—Property—and—GCasualty

10615 Jeint—Underwriting-Assoctation, either by issuance of a policy
10616| wupon expiration or cancellation of the corporati on asseciation

10617| policy or by assunption of the corporation's asseciation—s

10618 obligations with respect to in-force policies, exclude such

10619| renoved policies for the succeeding 3 years, as foll ows:

10620 1. Inthe first year follow ng renoval of the risks, the
10621| risks are excluded fromthe calculation to the extent of 100
10622| percent.
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10623 2. In the second year follow ng renoval of the risks, the
10624| risks are excluded fromthe calculation to the extent of 75
10625| percent.

10626 3. Inthe third year follow ng renoval of the risks, the
10627| risks are excluded fromthe calculation to the extent of 50
10628| percent.

10629
10630
10631 If the renoval of risks is acconplished through assunption of
10632| obligations with respect to in-force policies, the corporation
10633| assoeciat+on shall pay to the assuming insurer all unearned

10634 premumw th respect to such policies | ess any policy
10635| acquisition costs agreed to by the corporati on asseeiation and

10636/ assum ng insurer. The term"policy acquisition costs"” is defined

10637| as costs of issuance of the policy by the corporation

10638| assoeiatd+on which includes agent commi ssions, servicing conpany
10639| fees, and prem umtax. This paragraph does not apply to an

10640 insurer that, at any tinme within 5 years before renoving the
10641 risks, had a market share in excess of 0.1 percent of the

10642| statew de aggregate gross direct witten premumfor any |ine of
10643| property insurance, or to an affiliate of such an insurer. This
10644 paragraph does not apply unless either at |east 40 percent of
10645 the risks renoved fromthe corporati on asseciation are | ocated
10646| in Dade, Broward, and Pal m Beach Counties, or at |east 30

10647| percent of the risks renoved fromthe corporation asseectation
10648| are located in such counties and an additi onal 50 percent of the
10649| risks renpoved fromthe corporati on asseciation are located in

10650, ot her coastal counti es.
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10651 (b) An insurer that first wote personal |ines residential

10652| property coverage in this state on or after July 1, 1994, is
10653| exenpt fromregular deficit assessnents inposed pursuant to s.
10654 627.351(6)(b)3.a. and b., but not energency assessnents

10655 collected from policyhol ders pursuant to s. 627.351(6)(b)3.d.,
10656 of the Citizens Property | nsurance Corporation Residential
10657| Property—and—GCasualty Joint—Underwiting-Association until the
10658| earlier of the follow ng:

10659 1. The end of the calendar year in which it first wote
10660 0.5 percent or nore of the statew de aggregate direct witten

10661| premum for any line of residential property coverage; or

10662 2. Decenber 31, 1997, or Decenber 31 of the third year in
10663 which it wote such coverage in this state, whichever is |ater.
10664 (c) Oher than an insurer that is exenpt under paragraph
10665 (b), an insurer that in any cal endar year increases its total
10666| structure exposure subject to wind coverage by 25 percent or
10667 nore over its exposure for the preceding cal endar year is, with
10668 respect to that year, exenpt fromdeficit assessnents inposed
10669 pursuant to s. 627.351(6)(b)3.a. and b., but not energency
10670 assessnents collected from policyhol ders pursuant to s.

10671| 627.351(6)(b)3.d., of the Citizens Property Insurance

10672| Cor por ati on ResidentialPropertyand Casualty Joint—Underwriting
10673| Association attributable to such increase in exposure.

10674 (d) Any exenption or credit fromregul ar assessnents

10675| authorized by this section shall l|ast no |longer than 3 years
10676 followi ng the cancellation or expiration of the policy by the
10677 corporati on assectation. Wth the approval of the office

10678| departrent, the board may extend such credits for an additional
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10679| vyear if the insurer guarantees an additional year of

10680 renewability for all policies renoved fromthe corporation

10681| assoeciat+on, or for 2 additional years if the insurer guarantees
10682 2 additional years of renewability for all policies so renoved.
10683 (4) ACENT BONUS. - -When the corporation Residential

10684| Property—and-Casualty JointUnderwiting-Association enters into

10685 a contractual agreenment for a take-out plan that provides a

10686| bonus to the insurer, the producing agent of record of the
10687 corporati on asseectation policy is entitled to retain any
10688 unearned conm ssion on such policy, and the insurer shall
10689 either:

10690 (a) Pay to the producing agent of record of the

10691| association policy, for the first year, an anmount that is the
10692 greater of the insurer's usual and customary conmm ssion for the
10693| type of policy witten or a fee equal to the usual and customary
10694 conm ssion of the corporati on asseciation; or

10695 (b) Ofer to allow the producing agent of record of the

10696| cor poration asseeciation policy to continue servicing the policy

10697 for a period of not less than 1 year and offer to pay the agent
10698 the greater of the insurer's or the corporation's assectationr—s

10699| wusual and customary commr ssion for the type of policy witten.
10700
10701
10702 If the producing agent is unwilling or unable to accept

10703| appoi ntnent, the new insurer shall pay the agent in accordance
10704 with paragraph (a). The requirenent of this subsection that the
10705| produci ng agent of record is entitled to retain the unearned

10706| commr ssion on an association policy does not apply to a policy
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10707| for which coverage has been provided in the association for 30
10708 days or less or for which a cancellation notice has been issued
10709| pursuant to s. 627.351(6)(c)11. during the first 30 days of
10710| cover age.

10711 (5) APPLI CABILITY.--

10712 (a) The take-out bonus provided by subsection (2) and the
10713| exenption from assessnent provided by paragraph (3)(a) apply
10714 only if the corporation asseetation policy is replaced by either

10715 a standard policy including wind coverage or, if consistent with
10716| the insurer's underwiting rules as filed with the office

10717| departrment, a basic policy including wi nd coverage; however,
10718 with respect to risks located in areas where coverage through
10719 the high-risk account of the corporation Florida\Wndstorm

10720| bUnderwriting—Association is available, the replacenent policy

10721 need not provide wi nd coverage. The insurer nust renew the

10722| replacenment policy at approved rates on substantially simlar
10723 terns for two additional 1l-year termns, unless canceled by the
10724 insurer for a lawful reason other than reduction of hurricane

10725 exposure. |If an insurer assunes the corporation' s asseciation—-s

10726/ obligations for a policy, it nust issue a replacenent policy for
10727 a 1l-year term upon expiration of the corporation asseciation

10728 policy and nust renew the replacenent policy at approved rates
10729| on substantially simlar ternms for two additional 1-year terns,
10730 wunl ess canceled by the insurer for a | awful reason other than
10731| reduction of hurricane exposure. For each replacenent policy
10732| cancel ed or nonrenewed by the insurer for any reason during the
10733| 3-year coverage period required by this paragraph, the insurer
10734 nust renove fromthe corporati on asseciation one additional
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10735| policy covering a risk simlar to the risk covered by the
10736| cancel ed or nonrenewed policy. In addition to these
10737| requirenments, the corporati on asseciation nust place the bonus

10738 noneys in escrow for a period of 3 years; such noneys nay be
10739| rel eased fromescrow only to pay clainms. A take-out bonus

10740| provided by subsection (2) or subsection (6) shall not be

10741| consi dered prem umincone for purposes of taxes and assessnents

10742| under the Florida I nsurance Code and shall remain the property

10743 of the corporation Residential—Property—and—Casualty—Joint
10744| Underwriting—-Association, subject to the prior security interest

10745| of the insurer under the escrow agreenent until it is released

10746 fromescrow, and after it is released fromescrowit shall be
10747| considered an asset of the insurer and credited to the insurer's
10748 capital and surpl us.

10749 (b) It is the intent of the Legislature that an insurer
10750 eligible for the exenption under paragraph (3)(a) establish a
10751| preference in appointnent of agents for those agents who | ose a
10752| substantial anobunt of business as a result of risks being

10753| renpved fromthe corporati on asseciation.

10754 (6) COMVERCI AL RESI DENTI AL TAKE- QUT PLANS. - -

10755 (a) The corporation Residential—Property—and—GCasualty
10756 Jeint—Underwriting—Association shall pay a bonus to an insurer

10757 for each commrercial residential policy that the insurer renoves

10758 fromthe corporati on asseeiation pursuant to an approved take-

10759| out plan, either by issuance of a new policy upon expiration of
10760| the corporation asseeciatien policy or by assunption of the
10761| corporation's asseeiation—s obligations with respect to an in-
10762| force policy. The corporati on asseeciation board shall determ ne
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10763| the amount of the bonus based on such factors as the coverage
10764| provided, relative hurricane risk, the Il ength of time that the
10765| property has been covered by the corporation asseeiatioen, and
10766/ the criteria specified in paragraphs (b) and (c). The anount of

10767 the bonus with respect to a particular policy may not exceed 25
10768| percent of the corporation' s asseciation—s 1-year prem um for

10769| the policy. Such paynent is subject to approval of the
10770| corporation asseciation board. In order to qualify for the bonus

10771 wunder this subsection, the take-out plan nust include policies

10772| reflecting at least $100 million in structure exposure.

10773 (b) In order for a plan to qualify for approval:

10774 1. At |east 40 percent of the policies renmoved fromthe
10775| corporation asseeciation under the plan nust be | ocated in Dade,

10776/ Broward, and Pal m Beach Counties, or at |east 30 percent of the

10777 policies renoved fromthe corporati on asseeiatioen under the plan

10778| nust be located in such counties and an additional 50 percent of
10779 the policies renoved fromthe corporation asseectation nust be

10780 | ocated in other coastal counties.

10781 2. The insurer nust renew the replacenent policy at

10782| approved rates on substantially simlar terns for two additional
10783| 1-year terns, unless cancel ed or nonrenewed by the insurer for a
10784 | awful reason other than reduction of hurricane exposure. If an

10785| insurer assumes the corporation's asseeciatien—s obligations for

10786 a policy, it nust issue a replacenent policy for a 1-year term

10787| upon expiration of the corporation asseeiation policy and nust

10788| renew the replacenent policy at approved rates on substantially
10789 simlar terns for two additional 1-year terns, unless cancel ed

10790 by the insurer for a |lawful reason other than reduction of
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10791| hurricane exposure. For each replacenent policy cancel ed or
10792| nonrenewed by the insurer for any reason during the 3-year
10793| coverage period required by this subparagraph, the insurer nust
10794 renove fromthe corporation asseetatioen one additional policy
10795 covering a risk simlar to the risk covered by the cancel ed or

10796 nonrenewed policy.

10797 (c) A take-out plan is deened approved unless the office
10798| departrent, within 120 days after the board votes to recomrend
10799 the plan, disapproves the plan based on:

10800 1. The capacity of the insurer to absorb the policies
10801| proposed to be taken out of the corporation asseeiation and the

10802 concentration of risks of those policies.

10803 2. \Wet her the geographic and risk characteristics of
10804 policies in the proposed take-out plan serve to reduce the
10805/ exposure of the corporation asseectation sufficiently to justify
10806| the bonus.

10807 3. \Whether coverage for risks to be taken out otherw se

10808| exists in the admtted voluntary narket.

10809 4. The degree to which the take-out bonus is pronoting new
10810\ capital being allocated by the insurer to residential property
10811| coverage in this state.

10812 (d) The calculation of an insurer's regul ar assessnent
10813| liability under s. 627.351(b)3.a. and b., but not energency

10814 assessnents collected from policyhol ders pursuant to s.

10815 627.351(6)(b)3.d., shall, with respect to comrercial residential
10816| policies renoved fromthe corporation asseeciatien under an

10817 approved take-out plan, exclude such renoved policies for the

10818| succeeding 3 years, as follows:
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10819 1. In the first year follow ng renoval of the policies,
10820 the policies are excluded fromthe calculation to the extent of
10821| 100 percent.

10822 2. In the second year follow ng renoval of the policies,
10823| the policies are excluded fromthe cal culation to the extent of
10824 75 percent.

10825 3. In the third year follow ng renoval of the policies,
10826 the policies are excluded fromthe calculation to the extent of
10827 50 percent.

10828 (e) An insurer that first wote comrercial residential
10829| property coverage in this state on or after June 1, 1996, is
10830| exenpt fromregul ar assessnents under s. 627.351(6)(b)3.a. and
10831 b., but not energency assessnents collected from policyhol ders
10832 pursuant to s. 627.351(6)(b)3.d., with respect to conmerci al
10833| residential policies until the earlier of:

10834 1. The end of the cal endar year in which such insurer
10835 first wote 0.5 percent or nore of the statew de aggregate
10836 direct witten premum for conmercial residential property
10837| coverage; or

10838 2. Decenber 31 of the third year in which such insurer
10839 wrote commercial residential property coverage in this state.
10840 (f) An insurer that is not otherw se exenpt fromregul ar
10841| assessnents under s. 627.351(6)(b)3.a. and b. with respect to
10842 commercial residential policies is, for any cal endar year in
10843| which such insurer increased its total commercial residential
10844| hurricane exposure by 25 percent or nore over its exposure for
10845 the preceding cal endar year, exenpt fromregul ar assessnents

10846 under s. 627.351(6)(b)3.a. and b., but not energency assessnents
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10847| collected from policyhol ders pursuant to s. 627.351(6)(b)3.d.,
10848| attributable to such increased exposure.

10849 (7) A mnority business, which is at |east 51 percent
10850 owned by mnority persons as described in s. 288.703(3),

10851| desiring to operate or becone |icensed as a property and

10852| casualty insurer may exenpt up to $50 of the escrow requirenents
10853| of the take-out bonus, as described in this section. Such

10854| mnority business, which has applied for a certificate of

10855 authority to engage in business as a property and casualty

10856| insurer, may sinmultaneously file the business' proposed take-out
10857| plan, as described in this section, with the corporation te—the

10858| Residential—Property-and-Casualty Joint Underwiting
10859| Asseociation.

10860 Section 201. Section 627.3513, Florida Statutes, is

10861 anmended to read:

10862 627.3513 Standards for sale of bonds by Ctizens Property
10863 | nsurance Corporati on vhderwiting—assoeciations. --

10864 (1)(a) The purpose of this section is to provide standards
10865 for the sale of bonds pursuant to s. 627.351(2) and (6).

10866 (b) The term"corporation," as used in this section, neans

10867 the Citizens Property Insurance Corporation. “Asseciati-onr—or

10868| “associations " for purposes ol this section—means—the Forida
10869 . - L. . :

10870 I | : I - L bliched
10871| pursuant—to-s—627-351(2) and {6)—andany corporationorother

10872| entity—established pursuantto-those subsections—
10873 (2) The plan of operation of the corporation each

10874| assoeiat+on shall provide for the selection of financial
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10875| services providers and underwiters. Such provisions shall
10876/ include the nethod for publicizing or otherw se providing

10877 reasonable notice to potential financial services providers,
10878 underwriters, and other interested parties, which may include
10879| expedited procedures and nethods for energency situations. The
10880| corporation asseeciations shall not engage the services of any

10881| person or firmas a securities broker or bond underwiter that
10882| is not eligible to be engaged by the state under the provisions
10883 of s. 215.684. The corporati on asseciatioens shall make all

10884| sel ections of financial service providers and managi ng

10885 underwiters at a noticed public neeting.

10886 (3) The plan of operation of the corporation each

10887| assoeiat+on shall provide for any managi ng underwriter or
10888 financial adviser to provide to the corporation asseciation a
10889| di scl osure statenent containing at |east the foll ow ng

10890 i nformation:

10891 (a) Anitemzed list setting forth the nature and

10892| estimated anmounts of expenses to be incurred by the managi ng
10893| underwiter in connection with the issuance of such bonds.

10894| Notw t hstandi ng the foregoing, any such list may include an item
10895| for m scell aneous expenses, provided such itemincludes only
10896 m nor itens of expense which cannot be easily categorized

10897| el sewhere in the statenent.

10898 (b) The nanes, addresses, and estinmated anmounts of

10899| conpensation of any finders connected with the issuance of the
10900 bonds.
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10901 (c) The anount of underwiting spread expected to be
10902| realized and the anmount of fees and expenses expected to be paid

10903| to the financial adviser.

10904 (d) Any nmanagenent fee charged by the managi ng
10905/ underwiter.
10906 (e) Any other fee, bonus, or conpensation estimated to be

10907| paid by the managi ng underwiter in connection with the bond
10908| issue to any person not regularly enployed or retained by it.
10909 (f) The nane and address of each financial adviser or

10910 managi ng underwiter, if any, connected with the bond issue.
10911 (g) Any other disclosure which the corporation asseciation

10912 rmay require.

10913 (4)(a) No underwiter, commercial bank, investnent banker,
10914 or financial consultant or adviser shall pay any finder any
10915\ bonus, fee, or gratuity in connection with the sale of bonds
10916| issued by the corporati on asseeiation unless full disclosure is
10917 made in witing to the corporation asseeiation prior to or

10918| concurrently with the subm ssion of a purchase proposal for

10919 bonds by the underwiter, commercial bank, investnent banker, or
10920| financi al consultant or adviser, providing the nane and address
10921| of any finder and the anmount of bonus, fee, or gratuity paid to
10922| such finder. A violation of this subsection shall not affect the
10923| validity of the bond issue.

10924 (b) As used in this subsection, the term"finder" neans a
10925 person who is neither regularly enployed by, nor a partner or
10926/ officer of, an underwiter, bank, banker, or financial

10927 consultant or adviser and who enters into an understanding with

10928| either the issuer or the managi ng underwiter, or both, for any
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10929| paid or pronised conpensation or val uabl e consi derati on,

10930 directly or indirectly, expressed or inplied, to act solely as
10931| an internedi ary between such i ssuer and nanaging underwiter for
10932| the purpose of influencing any transaction in the purpose of
10933| such bonds.

10934 (5) This section is not intended to restrict or prohibit
10935 the enpl oynent of professional services relating to bonds issued
10936| under s. 627.351(6) s—62+351(2)—-o6+{(6) or the issuance of

10937 bonds by the corporati on asseciations.

10938 (6) The failure of the corporation asseetatien to conply

10939| with one or nore provisions of this section shall not affect the
10940\ validity of the bond issue; however, the failure of the
10941| corporation either—assoeciation to conply in good faith both with

10942 this section and with the plan as anended shall be a violation

10943| of its plan of operation and a violation of the insurance code.
10944 Section 202. Section 627.3515, Florida Statutes, is
10945| anmended to read:

10946 627. 3515 Market assistance plan; property and casualty
10947| ri sks.--
10948 (1) The office department shall adopt a market assistance

10949| plan to assist in the placenment of risks of applicants who are
10950 wunable to procure property insurance as defined in s. 624.604 or
10951| casualty insurance as defined in s. 624.605(1)(b), (e), (f),
10952 (g), or (h) fromauthorized insurers when such insurance is
10953| ot herw se generally available frominsurers authorized to

10954| transact and actually witing that kind and class of insurance
10955( in this state. Through such neasures as are found appropriate by

10956 the board of governors, the market assistance plan shall take
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10957| affirmative steps to assist in the renoval fromthe Ctizens

10958| Property I nsurance Corporation Residential—Property—and-GCasualty
10959| Jeint—Underwriting—Association any risk that can be placed in

10960 the voluntary market. Al property and casualty insurers

10961| licensed in this state shall participate in the plan.
10962 (2)(a) Each person serving as a nenber of the board of

10963| governors of the Ctizens Property Insurance Corporation
10964 : : . L

10965( shall also serve as a nenber of the board of governors of the

10966/ mar ket assi stance plan.
10967 (b) The plan shall be funded through paynents fromthe

10968| Citizens Property Insurance Corporation ResidentialProperty—and
10969| Gasualty—Joint—Underwriting—Association and annual assessnents

10970 of residential property insurers in the anount of $450.

10971 (c) The plan is not required to assist in the placenent of
10972| any workers' conpensation, enployer's liability, nmalpractice, or
10973 notor vehicle insurance coverage.

10974 Section 203. Subsections (2), (4), and (6), paragraphs (c)
10975 and (h) of subsection (7), and subsection (8) of section

10976| 627.357, Florida Statutes, are anmended to read:

10977 627.357 Medical mal practice self-insurance.- -

10978 (2) A group or association of health care providers

10979| conposed of any nunber of nenbers, is authorized to self-insure
10980( against clains arising out of the rendering of, or failure to
10981| render, nedical care or services, or against clains for injury
10982| or death to the insured' s patients arising out of the insured' s
10983 activities, upon obtaining approval fromthe office departrent
10984| and upon conplying with the foll ow ng conditions:
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10985 (a) Establishnment of a Medical Ml practice Ri sk Managenent

10986| Trust Fund to provide coverage agai nst professional nedical

10987 mal practice liability.

10988 (b) Enpl oynent of professional consultants for |oss

10989| prevention and clai s managenent coordi nati on under a risk

10990 nmmanagenent program

10991 (4) The fund is subject to regulation and investigation by
10992| the office departnent. The fund is subject to rules of the
10993 conm ssi on departrent and to part | X of chapter 626, relating to
10994| trade practices and frauds.

10995 (6) The conmi ssion departwent- shall adopt rules to

10996 inplenent this section, including rules that ensure that a trust

10997 fund maintains a sufficient reserve to cover contingent

10998 liabilities under subsection (7) in the event of its

10999| di ssol uti on.

11000 (7)

11001 (c) The trust fund may fromtine to time assess nenbers of

11002| the fund liable therefor under the terns of their policies and
11003 pursuant to this section. The office departrwent nay assess the
11004\ nenbers in the event of liquidation of the fund.

11005 (h) If the trust fund fails to make an assessnent as
11006| required by paragraph(g), the office departrent shall order the
11007 fund to do so. |If the deficiency is not sufficiently nmade up
11008 within 60 days after the date of the order, the fund is deened
11009| insolvent and grounds exist to proceed against the fund as
11010 provided for in part | of chapter 63L1.

11011 (8) The expense factors associated with rates used by a
11012| fund shall be filed with the office departrent at | east 30 days
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11013| prior to use and may not be used until approved by the office
11014| departwent. The office departrent shall di sapprove the rates
11015| unless the filed expense factors associated therewith are

11016 justified and reasonable for the benefits and services provided.

11017 Section 204. Paragraph (a) of subsection (3) of section
11018| 627.4236, Florida Statutes, is amended to read:

11019 627. 4236 Coverage for bone marrow transpl ant procedures.--
11020 (3)(a) The Agency for Health Care Adm nistration shall

11021| adopt rul es specifying the bone marrow transpl ant procedures
11022| that are accepted wthin the appropriate oncol ogi cal specialty
11023 and are not experinental for purposes of this section. The rules
11024\ nust be based upon recommendati ons of an advi sory panel

11025| appointed by the secretary of the agency, conposed of:

11026 1. One adult oncol ogist, selected froma list of three
11027 nanes reconmended by the Florida Medical Association;

11028 2. One pediatric oncol ogist, selected froma list of three

11029 nanes recomrended by the Florida Pediatric Society;

11030 3. One representative of the J. Hllis MIler Health
11031 Center at the University of Florida;
11032 4. One representative of the H Lee Mdffitt Cancer Center

11033 and Research Institute, Inc.;

11034 5. One consuner representative, selected froma |ist of
11035 three names reconmmended by the Chief Financial Oficer Hasurance
11036 GCewm-ssioner;

11037 6. One representative of the Health Insurance Associ ation
11038| of Ameri ca;
11039 7. Two representatives of health insurers, one of whom

11040| represents the insurer with the largest Florida health insurance
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11041| prem um vol ume and one of whomrepresents the insurer with the
11042| second | argest Florida health insurance prem um vol une; and
11043 8. One representative of the insurer with the | argest
11044 Florida small group health i nsurance prem um vol une.

11045 Section 205. Paragraphs (a) and (e) of subsection (2),
11046| subsection (3), paragraphs (e), (j), and (k) of subsection (4),
11047 and subsection (6) of section 627.6488, Florida Statutes, are
11048 amended to read:

11049 627. 6488 Fl orida Conprehensive Health Associ ation. --

11050 (2)(a) The association shall operate subject to the

11051| supervi sion and approval of a three-nmenber board of directors.
11052 The board of directors shall be appointed by the Chief Financial
11053 O ficer 4rnasurance Comm-ssioner as foll ows:

11054 1. The chair of the board shall be the Chief Financial
11055 O ficer lnasurance Commi-ssioner or his or her designee.
11056 2. One representative of policyholders who is not

11057| associated with the nedical profession, a hospital, or an
11058 i nsurer.

11059 3. One representative of insurers.

11060
11061
11062 The adm nistrator or his or her affiliate shall not be a nenber
11063| of the board. Any board nenber appointed by the Chief Financial

11064 O ficer comm-ssioner nmay be renoved and repl aced by himor her

11065 at any tinme w thout cause.
11066 (e) There shall be no liability on the part of, and no
11067 cause of action of any nature shall arise against, any nenber

11068| insurer, or its agents or enployees, agents or enployees of the
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11069| associ ation, nenbers of the board of directors of the
11070 association, or the Chief Financial Oficer's departrental

11071| representatives for any act or om ssion taken by themin the

11072 performance of their powers and duties under this act, unless
11073| such act or om ssion by such person is in intentional disregard
11074 of the rights of the claimnt.

11075 (3) The association shall adopt a plan pursuant to this
11076 act and submt its articles, bylaws, and operating rules to the
11077 office departrent for approval. |If the association fails to
11078 adopt such plan and suitable articles, bylaws, and operating
11079| rules within 180 days after the appoi ntnment of the board, the
11080 conmi ssi on departwent shall adopt rules to effectuate the

11081| provisions of this act; and such rules shall remain in effect

11082 wuntil superseded by a plan and articles, bylaws, and operating
11083| rules submitted by the associati on and approved by the office
11084| departrent.

11085 (4) The association shall:

11086 (e) Require that all policy forms issued by the

11087 association conformto standard fornms devel oped by the

11088| association. The forns shall be approved by the office

11089| departrent.

11090 (Jj) Make a report to the Governor, the office Hasuranece
11091| GCow-ssioner, the President of the Senate, the Speaker of the
11092 House of Representatives, and the Mnority Leaders of the Senate
11093| and House of Representatives, not |ater than 45 days after the
11094| cl ose of each cal endar quarter, which includes, for the prior
11095| quarter, current data and estimates of net witten and earned

11096| prem uns, the expenses of adm nistration, and the paid and
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11097 incurred | osses. The report shall identify any statutorily

11098| rmandat ed programthat has not been fully inplenmented by the
11099| board.

11100 (k) To facilitate preparation of assessnents and for other
11101| purposes, the board shall direct preparation of annual audited
11102| financial statenents for each cal endar year as soon as feasible
11103| follow ng the conclusion of that cal endar year, and shall,

11104 within 30 days after rendition of such statenents, file with the
11105 office departrent the annual report containing such information
11106/ as required by the office departrent to be filed on March 1 of
11107| each year.

11108 (6) The office department shall exam ne and investigate
11109| the association in the manner provided in part Il of chapter
11110| 624.

11111 Section 206. Paragraph (a) of subsection (3), paragraphs

11112 (c), (d), (e), and (i) of subsection (5), paragraphs (a) and (b)
11113| of subsection (6), paragraphs (b), (c), and (d) of subsection
11114| (8), paragraphs (a) and (b) of subsection (9), subsection (10),
11115 paragraphs (b), (c¢), (d), (e), (g9), (h), (j), and (m of

11116| subsection (11), subsection (12), paragraph (i) of subsection
11117 (13), paragraph(a) of subsection (15), and subsection (16) of
11118| section 627.6699, Florida Statutes, are anmended to read:

11119 627.6699 Enpl oyee Health Care Access Act. --
11120 (3) DEFINITIONS. --As used in this section, the term
11121 (a) "Actuarial certification" nmeans a witten statenent,

11122| by a menber of the Anerican Acadeny of Actuaries or another
11123| person acceptable to the office departrent, that a small

11124| enpl oyer carrier is in conpliance with subsection (6), based
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11125| upon the person's exam nation, including a review of the

11126\ appropriate records and of the actuarial assunptions and net hods
11127 used by the carrier in establishing premumrates for applicable
11128 health benefit plans.

11129 (5) AVAILABILITY OF COVERAGE. --

11130 (c) Every small enployer carrier nust, as a condition of
11131| transacting business in this state:

11132 1. Beginping—July—1-2000- O fer and issue all small

11133| enpl oyer health benefit plans on a guaranteed-issue basis to
11134| every eligible small enployer, with 2 to 50 eligible enpl oyees,
11135 that elects to be covered under such plan, agrees to make the
11136 required prem um paynents, and satisfies the other provisions of
11137 the plan. A rider for additional or increased benefits may be
11138 nedically underwitten and may only be added to the standard
11139 health benefit plan. The increased rate charged for the

11140\ additional or increased benefit nust be rated in accordance with
11141 this section.

11142 . RaYaY ; ; | ; ;

11143 i i i
11144
11145
11146
11147
11148
11149
11150
11151
11152
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11158 2. 3—Beginning—August—1,—2001- O fer and issue basic and

11159| standard small enpl oyer health benefit plans on a guaranteed-

11160| issue basis, during a 31-day open enroll nment period of August 1
11161 through August 31 of each year, to every eligible small

11162| enployer, with fewer than two eligible enployees, which small
11163| enpl oyer is not formed primarily for the purpose of buying

11164| health i nsurance and which elects to be covered under such plan,
11165| agrees to make the required prem um paynents, and satisfies the
11166/ ot her provisions of the plan. Coverage provided under this

11167\ subparagraph shall begin on Cctober 1 of the sane year as the
11168 date of enrollnment, unless the small enployer carrier and the
11169 smal |l enployer agree to a different date. A rider for additional
11170 or increased benefits may be nedically underwitten and may only
11171| be added to the standard health benefit plan. The increased
11172\ rate charged for the additional or increased benefit nust be
11173| rated in accordance with this section. For purposes of this
11174| subpar agraph, a person, his or her spouse, and his or her

11175| dependent children constitute a single eligible enployee if that
11176/ person and spouse are enployed by the sane small enpl oyer and
11177 either that person or his or her spouse has a normal work week
11178| of |l ess than 25 hours.

11179 3.4~ This paragraph does not limt a carrier's ability to
11180 offer other health benefit plans to small enployers if the
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11181| standard and basic health benefit plans are offered and

11182| rej ect ed.

11183 (d) A small enployer carrier nmust file with the office
11184 departwent, in a format and manner prescribed by the commttee,
11185| a standard health care plan and a basic health care plan to be
11186 used by the carrier.

11187 (e) The office departwent at any tine may, after providing
11188| notice and an opportunity for a hearing, disapprove the

11189 continued use by the small enployer carrier of the standard or
11190| basic health benefit plan on the grounds that such plan does not
11191| neet the requirenents of this section.

11192 (i)1. A small enployer carrier need not offer coverage or
11193| accept applications pursuant to paragraph (a):

11194 a. To a small enployer if the small enployer is not

11195| physically located in an established geographic service area of
11196 the small|l enployer carrier, provided such geographic service
11197 area shall not be less than a county;

11198 b. To an enployee if the enpl oyee does not work or reside
11199 within an established geographic service area of the small

11200\ enpl oyer carrier; or

11201 c. To a snmall enployer group within an area in which the
11202| small enpl oyer carrier reasonably anticipates, and denonstrates
11203| to the satisfaction of the office departrent, that it cannot,
11204 within its network of providers, deliver service adequately to
11205| the nenbers of such groups because of obligations to existing
11206| group contract hol ders and enrol |l ees.

11207 2. A small enployer carrier that cannot offer coverage

11208| pursuant to sub-subparagraph 1.c. may not offer coverage in the
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11209| applicable area to new cases of enployer groups having nore than
11210 50 eligi ble enpl oyees or small enpl oyer groups until the |ater
11211 of 180 days followi ng each such refusal or the date on which the
11212 carrier notifies the office departnent that it has regained its
11213| ability to deliver services to small enpl oyer groups.

11214 3.a. A small enployer carrier nmay deny health insurance
11215 coverage in the small-group market if the carrier has

11216| denonstrated to the of fice departwent that:

11217 (I') It does not have the financial reserves necessary to
11218 underwite additional coverage; and

11219 (') It is applying this sub-subparagraph uniformy to all
11220\ enployers in the small -group market in this state consistent
11221 with this section and without regard to the clains experience of
11222 those enployers and their enpl oyees and their dependents or any
11223| health-status-related factor that relates to such enpl oyees and
11224| dependents.

11225 b. A small enployer carrier, upon denying health insurance
11226| coverage in connection with health benefit plans in accordance
11227 wi th sub- subparagraph a., nmay not offer coverage in connection
11228 with group health benefit plans in the small-group market in
11229| this state for a period of 180 days after the date such coverage
11230 is denied or until the insurer has denonstrated to the office
11231| departnent that the insurer has sufficient financial reserves to
11232 underwrite additional coverage, whichever is later. The office
11233| departwent may provide for the application of this sub-

11234| subparagraph on a servi ce-area-specific basis.

11235 4. Begianing—+n—1994 - The comm ssi on departwent shall, by

11236| rule, require each small enployer carrier to report, on or
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11237 before March 1 of each year, its gross annual prem uns for all
11238| health benefit plans issued to small enployers during the

11239| previous cal endar year, and also to report its gross annual
11240 premuns for new, but not renewal, standard and basic health
11241| benefit plans subject to this section issued during the previous
11242| cal endar year. No later than May 1 of each year, the office
11243| departrent shall cal cul ate each carrier's percentage of all

11244 smal | enpl oyer group health prem uns for the previous cal endar
11245 vyear and shall cal cul ate the aggregate gross annual prem uns for
11246| new, but not renewal, standard and basic health benefit plans
11247 for the previous cal endar year.

11248 (6) RESTRICTI ONS RELATI NG TO PREM UM RATES. - -

11249 (a) The conmmi ssion departwent- may, by rule, establish

11250 reqgulations to adm nister this section and to assure that rating

11251| practices used by small enployer carriers are consistent with
11252| the purpose of this section, including assuring that differences
11253 in rates charged for health benefit plans by small enpl oyer
11254| carriers are reasonable and reflect objective differences in
11255 plan design, not including differences due to the nature of the
11256 groups assunmed to select particular health benefit plans.

11257 (b) For all snmall enployer health benefit plans that are
11258 subject to this section and are issued by small enployer

11259| carriers on or after January 1, 1994, premiumrates for health
11260 benefit plans subject to this section are subject to the

11261| fol | ow ng:

11262 1. Small enployer carriers nust use a nodified comunity
11263| rating nethodol ogy in which the premumfor each small enpl oyer

11264| nust be determ ned solely on the basis of the eligible
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11265| enpl oyee's and eligi bl e dependent's gender, age, famly

11266| conposition, tobacco use, or geographic area as determ ned under
11267| paragraph (5)(j) and in which the prem um nmay be adjusted as
11268 permtted by this paragraph.

11269 2. Rating factors related to age, gender, famly

11270| conposition, tobacco use, or geographic | ocation may be

11271| devel oped by each carrier to reflect the carrier's experience.
11272 The factors used by carriers are subject to office departwent
11273 revi ew and approval.

11274 3. Small enployer carriers may not nodify the rate for a
11275 smal |l enployer for 12 nonths fromthe initial issue date or
11276 renewal date, unless the conposition of the group changes or
11277 benefits are changed. However, a snmall enployer carrier may
11278 nodify the rate one tinme prior to 12 nonths after the initial
11279| issue date for a small enployer who enrolls under a previously
11280 issued group policy that has a common anniversary date for all
11281 enpl oyers covered under the policy if:

11282 a. The carrier discloses to the enployer in a clear and
11283 conspi cuous manner the date of the first renewal and the fact
11284 that the premium may increase on or after that date.

11285 b. The insurer denonstrates to the office departrent that
11286| efficiencies in admnistration are achieved and reflected in the
11287| rates charged to small enployers covered under the policy.

11288 4. A carrier may issue a group health insurance policy to
11289| a small enpl oyer health alliance or other group association with
11290| rates that reflect a premiumcredit for expense savi ngs

11291 attributable to adm nistrative activities being perfornmed by the

11292| alliance or group asso