HOUSE AMENDMENT
Bill No.HB 25A

Amendnment No. (for drafter’s use only)

CHAMBER ACTI ON

Senat e House
1
2
3
4
5
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9
10
11| Representatives Brown, Berfield, Carke, Goodlette, and Ross
12| offered the foll ow ng:
13
14 Amendnent (with title amendnent)
15 Renmove |ine(s) 4914-5108, and insert:
16 Section 34. Effective July, 1, 2003, paragraphs (b), (c),
17| and (d) of subsection (4) of section 627.311, Florida Statutes,
18| are anmended to read
19 627. 311 Joint underwiters and joint reinsurers.--
20 (4)
21 (b) The operation of the plan is subject to the
22| supervision of a 9-nenber i3-wenber board of governors. The
23| board of governors shall be conprised of:
24 1. Three nenbers appointed by the Financial Services
25| Commi ssion. Each nenber appointed by the comm ssion shall serve
26| at the pleasure of the comm ssion;
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2.2~ Two Fve of the 20 donestic insurers, as defined in
S. 624.06(1), having the |largest voluntary direct prem uns
witten in this state for workers' conpensati on and enpl oyer's
[iability insurance, which shall be elected by those 20 donestic
i nsurers;
3.2~ Two Five of the 20 foreign insurers as defined in s.
624.06(2) having the largest voluntary direct premuns witten
inthis state for workers' conpensation and enployer's liability
i nsurance, which shall be elected by those 20 foreign insurers;
3—One person—who-—shall—serve as the chair—appointed-by
I . ;
4. One person appointed by the | argest property and
casualty insurance agents' association in this state; and
5. The consuner advocate appoi nted under s. 627.0613 or

t he consuner advocate's desi gnee.

Each board nenber shall serve a 4-year termand may serve

consecutive terns. A vacancy on the board shall be filled in the

sane manner as the original appointnent for the unexpired

portion of the term The Financial Services Comr ssion shal

desi gnhate a nmenber of the board to serve as chair. No board

menber shall be an insurer which provides service to the plan or
whi ch has an affiliate which provides services to the plan or
which is serviced by a service conpany or third-party

adm ni strator whi ch provides services to the plan or which has
an affiliate which provides services to the plan. The m nutes,
audits, and procedures of the board of governors are subject to
chapter 119.
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(c) The operation of the plan shall be governed by a plan
of operation that is prepared at the direction of the board of
governors. The plan of operation nmay be changed at any tinme by
t he board of governors or upon request of the departnent. The
pl an of operation and all changes thereto are subject to the
approval of the departnent. The plan of operation shall

1. Authorize the board to engage in the activities
necessary to inplenent this subsection, including, but not
limted to, borrow ng noney.

2. Develop criteria for eligibility for coverage by the
pl an, including, but not limted to, docunented rejection by at
| east two insurers which reasonably assures that insureds
covered under the plan are unable to acquire coverage in the
voluntary market. Any insured may voluntarily elect to accept
coverage froman insurer for a premumequal to or greater than
the plan premumif the insurer witing the coverage adheres to
the provisions of s. 627.171.

3. Require notice fromthe agent to the insured at the
time of the application for coverage that the application is for
coverage with the plan and that coverage nay be avail able
t hrough an insurer, group self-insurers' fund, commercial self-
i nsurance fund, or assessable nutual insurer through another
agent at a | ower cost.

4. Establish prograns to encourage insurers to provide
coverage to applicants of the plan in the voluntary market and
to insureds of the plan, including, but not limted to:

a. Establishing procedures for an insurer to use in
notifying the plan of the insurer's desire to provide coverage

to applicants to the plan or existing insureds of the plan and
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84| in describing the types of risks in which the insurer is
85| interested. The description of the desired risks nust be on a
86| form devel oped by the plan.
87 b. Devel oping forns and procedures that provide an insurer
88| with the information necessary to determ ne whether the insurer
89| wants to wite particular applicants to the plan or insureds of
90| the plan.
91 c. Devel oping procedures for notice to the plan and the
92| applicant to the plan or insured of the plan that an insurer
93| will insure the applicant or the insured of the plan, and notice
94| of the cost of the coverage offered; and devel opi ng procedures
95| for the selection of an insuring entity by the applicant or
96| insured of the plan.
97 d. Provide for a market-assistance plan to assist in the
98| placenent of enployers. Al applications for coverage in the
99| plan received 45 days before the effective date for coverage
100| shall be processed through the market - assi stance plan. A narket -
101| assistance plan specifically designed to serve the needs of
102 small good policyhol ders as defined by the board nust be
103| finalized by January 1, 1994.
104 5. Provide for policy and clains services to the insureds
105 of the plan of the nature and quality provided for insureds in
106| the voluntary narket.
107 6. Provide for the review of applications for coverage
108/ with the plan for reasonabl eness and accuracy, using any
109| available historic information regarding the insured.
110 7. Provide for procedures for auditing insureds of the

111| plan which are based on reasonabl e busi ness judgnent and are
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112| designed to maxi mze the likelihood that the plan will collect
113| the appropriate prem uns.
114 8. Authorize the plan to term nate the coverage of and
115| refuse future coverage for any insured that submts a fraudul ent
116| application to the plan or provides fraudul ent or grossly
117| erroneous records to the plan or to any service provider of the
118 plan in conjunction with the activities of the plan.
119 9. Establish service standards for agents who submt
120 business to the plan.
121 10. Establish criteria and procedures to prohibit any
122| agent who does not adhere to the established service standards
123| from pl acing business with the plan or receiving, directly or
124 indirectly, any conmm ssions for business placed with the plan.
125 11. Provide for the establishnent of reasonable safety

126| prograns for all insureds in the plan. Al insureds of the plan

127 nust participate in the safety program

128 12. Authorize the plan to term nate the coverage of and
129| refuse future coverage to any insured who fails to pay prem uns
130{ or surcharges when due; who, at the tine of application, is
131| delinquent in paynents of workers' conpensation or enployer's
132| liability insurance prem unms or surcharges owed to an insurer
133| group self-insurers' fund, commercial self-insurance fund, or
134| assessable rmutual insurer licensed to wite such coverage in
135 this state; or who refuses to substantially conply with any
136| safety prograns recomrended by the plan.

137 13. Authorize the board of governors to provide the

138| services required by the plan through staff enployed by the
139| plan, through reasonably conpensated service providers who

140 contract with the plan to provide services as specified by the
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141| board of governors, or through a conbinati on of enpl oyees and
142| service providers.
143 14. Provide for service standards for service providers,
144\ net hods of determ ning adherence to those service standards,
145| incentives and disincentives for service, and procedures for
146| termnating contracts for service providers that fail to adhere
147\ to service standards.
148 15. Provide procedures for selecting service providers and
149\ standards for qualification as a service provider that
150| reasonably assure that any service provider selected wl]l
151| continue to operate as an ongoi ng concern and i s capabl e of
152| providing the specified services in the manner required.
153 16. Provide for reasonabl e accounting and data-reporting
154 practices.
155 17. Provide for annual review of costs associated with the
156/ adm nistration and servicing of the policies issued by the plan
157| to determne alternatives by which costs can be reduced.
158 18. Authorize the acquisition of such excess insurance or
159| reinsurance as is consistent with the purposes of the plan.
160 19. Provide for an annual report to the departnment on a
161| date specified by the departnent and contai ning such information
162| as the departnent reasonably requires.
163 20. Establish nultiple rating plans for various
164| classifications of risk which reflect risk of |oss, hazard
165| grade, actual |osses, size of premum and conpliance with | oss
166/ control. At |east one of such plans nust be a preferred-rating
167| plan to accommodate small -prem um policyhol ders with good
168| experience as defined in sub-subparagraph 22.a.

169 21. Establish agent conm ssion schedul es.
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170 22. Establish four three subplans as follows:
171 a. Subplan "A" must include those insureds whose annua
172 prem um does not exceed $2,500 and who have neither incurred any
173| lost-time clains nor incurred nmedical -only clains exceeding 50
174| percent of their premiumfor the imediate 2 years.
175 b. Subplan "B" nust include insureds that are enployers
176| identified by the board of governors as high-risk enpl oyers due
177\ solely to the nature of the operations being perfornmed by those
178| insureds and for whom no market exists in the voluntary market,
179| and whose experience nodifications are | ess than 1.00.
180 c. Subplan "C' nust include all ether insureds within the
181| plan that are not eligible for subplan "A/ " subplan "B," or
182| subplan "D."
183 d. Subplan "D' nust include any enpl oyer, regardl ess of

184 the length of tine for which it has conducted busi ness

185/ operations, which has an experience nodification factor of 1.10

186/ or less and either enploys 15 or fewer enployees or is an

187| organi zation that is exenpt fromfederal incone tax pursuant to

188 s. 501(c)(3) of the Internal Revenue Code and receives nore than

189| 50 percent of its funding fromgifts, grants, endowrents, or

190 federal or state contracts. The rate plan for subplan "D' shal

191| be the sane rate plan as the plan approved under ss. 627.091-

192| 627.151 and each participant in subplan "D' shall pay the

193| prem um det erm ned under such rate plan, plus a surcharge

194| determ ned by the board to be sufficient to ensure that the pl an

195 does not conpete with the voluntary market rate for any

196| participant, but not to exceed 25 percent. However, the

197| surcharge shall not exceed 10 percent for an organi zation that
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198| is exenpt fromfederal incone tax pursuant to s. 501(c)(3) of
199| the Internal Revenue Code.

200 23. Provide for a depopul ation programto reduce the

201| nunber of insureds in subplan "D." If an enpl oyer insured

202| through subplan "D' is offered coverage froma voluntary nmarket

203| carrier:

204 a. During the first 30 days of coverage under the subpl an
205 b. Before a policy is issued under the subpl an;
206 c. By issuance of a policy upon expiration or cancellation

207| of the policy under the subplan; or

208 d. By assunption of the subplan's obligation with respect

209 to an in-force policy,
210
211| that enployer is no longer eligible for coverage through the

212| plan. The premium for risks assuned by the voluntary narket

213| carrier nust be the sanme premumplus, for the first 2 years,

214| the surcharge as deternm ned in sub-subparagraph 22.d. A preni um

215| under this subparagraph, including surcharge, is deened approved

216 and is not an excess prem um for purposes of s. 627.171.

217 24. Require that policies issued under subplan "D' and

218| applications for such policies nust include a notice that the

219| policy issued under subplan "D' could be replaced by a policy

220 issued froma voluntary market carrier and that, if an offer of

221| coverage is obtained froma voluntary narket carrier, the

222| policyholder is no |longer eligible for coverage through subpl an

223 "D." The notice nust al so specify that acceptance of coverage

224\ under subplan "D' creates a concl usive presunption that the

225| applicant or policyholder is aware of this potential.
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226 (d)1. The plan nust be funded through actuarially sound
227 premuns charged to insureds of the plan
228 2. The plan may issue assessable policies only to those

229 insureds in subplan "C-" and subplan "D." Subject to

230| verification by the departnent, the board nay | evy assessnents

231| against insureds in subplan "C'" or subplan "D," on a pro rata

232| earned premumbasis, to fund any deficits that exist in those

233| subpl ans. Assessnents | evied agai nst subplan "C' partici pants

234 shall cover only the deficits attributable to subplan "C," and

235| assessnents | evied agai nst subplan "D' participants shall cover

236/ only the deficits attributable to subplan "D." In no event may

237 the plan | evy assessnments agai nst any person or entity, except

238| as authorized by this paragraph. Those assessabl e policies nust

239| be clearly identified as assessable by containing, in

240 contrasting color and in not |ess than 10-point type, the

241 following statenents: "This is an assessable policy. If the plan
242| is unable to pay its obligations, policyholders will be required
243 to contribute on a pro rata earned prem um basi s the noney

244| necessary to neet any assessnent |evied."

245 3. The plan may issue assessable policies with differing
246 terns and conditions to different groups within subplans "C' and
247 "D" the—planr when a reasonabl e basis exists for the

248| differentiation.

249 4. The plan may offer rating, dividend plans, and other
250 plans to encourage | 0oss prevention prograns.

251

252| ================= T | TLE AMENDMENT =================
253 Renmove line(s) 92, and insert:
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conpensation joint underwiting plan;

participation in safety prograns;
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