Florida Senate - 2004 CS for SB 2442

Bg the Committee on Banking and | nsurance; and Senators
rgolis and Diaz de la Portilla

311-2539-04

1 A bill to be entitled

2 An act relating to |ife insurance and annuity

3 contracts; anending s. 624.402, F.S.; providing
4 that a certificate of authority is not required
5 for certain life insurance policies or annuity
6 contracts issued by an insurer domciled

7 outside the United States and covering only

8 persons who are not residents of the United

9 States; requiring that the Ofice of Insurance
10 Regul ati on determine that the insurer neets

11 certain requirenents; requiring the insurer to
12 di scl ose certain information; providing for the
13 office to determ ne when the insurer is no

14 | onger eligible for the exenption; providing an
15 exenption fromcertain taxes; providing for

16 di scl osure; requiring designated insurance

17 policies and annuity contracts to be subject to
18 the provisions of ch. 896, F.S.; anending s.

19 627.404, F.S.; defining the term"charitable
20 organi zation" for purposes of determn ning
21 entities that are eligible to purchase life
22 i nsurance on an insured; providing effective
23 dat es.
24
25| Be It Enacted by the Legislature of the State of Florida:
26
27 Section 1. Subsection (8) is added to section 624. 402
28| Florida Statutes, to read
29 624. 402 Exceptions, certificate of authority
30| required.--A certificate of authority shall not be required of
31| an insurer with respect to:
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(8)(a) Life insurance policies or annuity contracts

i ssued by an insurer donmiciled outside the United States

covering only persons who are not residents of the United

States at the tine of issuance, if the insurer neets the

foll owing requirenents:

1. The insurer nust be currently an authorized insurer

inits country of domicile as to the kind or kinds of

i nsurance proposed to be offered and nust have been such an

insurer for not |less than the 3 years next preceding, nust be

the wholly owned subsidiary of such authorized insurer, or

nmust be the wholly owned subsidiary of an already eligible

aut hori zed insurer as to the kind or kinds of insurance

proposed for a period of not less than the 3 years next

precedi ng. However, the office nmay waive the 3-year

requirenent if the insurer has operated successfully for a

period of at least 1 year next preceding and has capital and

surplus of not less than $25 mllion

2. The requesting insurer nust furnish the office a

duly authenticated copy of its current annual financi al

statenent in the English |language, with all nonetary val ues

therein expressed in United States dollars, at an exchange

rate, in the case of statenents originally made in the

currenci es of other countries, then-current and shown in the

statenent, and with such additional information relative to

the insurer as the office requests;

3. The insurer nust have and maintain surplus as to

policyhol ders of not |less than $15 nmillion. Any such surplus

as to policyholders shall be represented by investnents

consisting of eligible investnents for like funds of |ike

donestic insurers under part Il of chapter 625; however, any

such surplus as to policyholders nmay be represented by
2
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i nvestnents pernitted by the donestic regulator of such alien

i nsurance conpany if such investnents are substantially

simlar in terns of quality, liquidity, and security to

eligible investments for like funds of |ike donestic insurers

under part |l of chapter 625;

4. The insurer nust be of good reputation as to the

providing of service to its policyholders and the paynment of

| osses and cl ai ns;

5. To maintain eligibility, the insurer nust furnish

the office within the tine period specified in s.

624.424(1)(a) a duly authenticated copy of its current annua

and quarterly financial statenents in the English |anguage,

with all nonetary values therein expressed in United States

dollars, at an exchange rate, in the case of statenents

originally made in the currencies of other countries,

t hen-current and shown in the statenent, and wi th such

additional infornation relative to the insurer as the office

requests;
6. The insurer nust agree to nake its books and

records pertaining to its operations fromFlorida avail abl e

for inspection during normal business hours upon request of

the office; and

7. The insurer nust provide to the applicant for the

policy or contract a copy of the nbst recent quarterly

financial statenments of the insurer, in clear and conspi cuous

| anguage:
a. The date of organization of the insurer;

b. The identity of and rating assi gned by each

recogni zed i nsurance conpany rating organi zati on that has

rated the insurer or, if applicable, that the insurer is

unr at ed;
3
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c. That the insurer does not hold a certificate of

authority issued in Florida and that the Ofice of |Insurance

Regul ati on does not exercise regul atory oversi ght over the

i nsurer; and

d. The identity and address of the regul atory

authority exercising oversight of the insurer

Thi s paragraph shall not be deened to cast upon the office any

duty or responsibility to deternine the actual financial

condition or clainms practices of any unauthorized i nsurer and

the status of eligibility, if granted by the office, shal

indicate only that the insurer appears to be sound financially

and to have satisfactory clains practices and that the office

has no credi ble evidence to the contrary.

(b) If at any tine the office has reason to believe

that an insurer issuing policies or contracts pursuant to this

subsection is insolvent or in unsound financial condition

does not nmmke reasonabl e pronpt paynent of benefits, or is no

| onger eligible under the conditions specified in this

subsection, it shall withdraw the eligibility of the insurer

to issue policies or contracts pursuant to this subsection

wi thout having a certificate of authority issued by the

of fice.
(c) This subsection does not provide an exception to

the agent licensure requirenments of chapter 626. Any insurer

i ssuing policies or contracts pursuant to this subsection

shal | appoint the agents that it uses to sell such policies or

contracts, as provided in chapter 626.

(d) An insurer issuing policies or contracts pursuant

to this subsection is subject to part | X of chapter 626,

Unfair |Insurance Trade Practices, and the office may take such
4
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actions against the insurer for a violation as are provided in

that part.
(e) Policies and contracts issued pursuant to this

subsection are not subject to the premiumtax specified in s.
624. 509.
(f) Applications for life insurance coverage offered

under this subsection nmust contain, in contrasting color and

not less than 12-point type, the follow ng statenent on the

sane page as the applicant's signature:

"This policy is primarily governed by the | aws

of a foreign country. As a result, all of the

rating and underwiting |laws applicable to

policies filed in this state do not apply to

this coverage, which may result in your

prem uns bei ng higher than woul d be perm ssible

under a Fl ori da-approved policy. Any purchase

of individual |ife insurance should be

consi dered carefully, as future nedica

conditions may make it inpossible to qualify

for another individual life policy. If the

i nsurer issuing your policy becones insolvent,

this policy is not covered by the Florida Life

and Health | nsurance Quaranty Associ ation. For

i nformati on concerning individual life coverage

under a Fl ori da-approved policy, consult your

agent or the Florida Departnent of Financi al

Services."

(g Al life insurance policies and annuity contracts

i ssued pursuant to this subsection nust contain on the first
5
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1| page of the policy or contract, in contrasting col or and not
2| less than 10-point type, the foll owi ng statenent:

3

4 "The benefits of the policy providing your

5 coverage are governed prinmarily by the |l aw of a

6 country other than the United States."

7

8 (h) Al single premumlife insurance policies and

9] single premiumannuity contracts issued to persons who are not
10 | residents of the United States pursuant to this subsection are
11| subject to the provisions of chapter 896.

12 Section 2. Subsection (2) of section 627.404, Florida
13| Statutes, is anended to read:

14 627.404 |Insurable interest; personal insurance.--

15 (2) A charitabl e organization that—reets—the

16 | regui+rerents—of—s—56c){(3)—of—thetnternal—Revenue—Code—of
17 | 1986;—as—arended—my own or purchase |ife insurance on an

18 | insured who consents to the ownership or purchase of that

19 | i nsurance. For purposes of this subsection, the term
20 |"chari tabl e organi zati on" neans:
21 (a) Any organi zation that neets the requirenents of s.
22 |1 501(c)(3) of the Internal Revenue Code of 1986, as anended;
23 (b) Any organi zation to which a charitable
24 | contribution could be nmade under s. 170(c)(1), s. 170(c)(2),
251 or s. 170(c)(3) of the Internal Revenue Code of 1986, as
26 | anended; or
27 (c) Any trust, partnership, linted liability conpany,
28| or simlar entity that is approved in witing by an
29 | organi zati on descri bed in paragraph (a) or paragraph (b) to
30 | procure or cause to be procured the conbination of a life
31| insurance policy and annuity contract on the life of an
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1| individual insured. Before an entity described in this

2 | paragraph can qualify as a "charitabl e organi zation" for

3 | purposes of this subsection, either:

4 1. The individual insured nmust be an "accredited
5]investor" as defined in s. 230.501(a) in Rule 501 Reg D of the
6| Securities Act Rules; or

7 2. The approving organi zati on descri bed in paragraph
8 |[(a) or paragraph (b) nust have total assets in excess of $5

9| mllion at the tine the application for the |life insurance

10| policy and annuity contract is nmde.

11

12 | Except in the case of a material default or insolvency of

13| either the life insurer or annuity conpany or a

14 | nisrepresentation of the individual insured on the application
15| for either the life insurance policy or annuity contract

16 | providing grounds for a contest by the life insurer or annuity
17 | conpany, the life insurance policy procured or caused to be
18 | procured by an entity described in paragraph (c) may not be
19 | assigned or transferred by such entity. Such charitable

20 | organi zation has an insurable interest in the life of the

21 | i nsured whether the charitable organization originally

22 | purchased the insurance or the insurance is later transferred
23| to the charitable organization by the insured.

24 Section 3. Except for this section and section 2,

25 | which shall take effect upon beconming a law, this act shal

26 | take effect July 1, 2004.

27

28

29

30

31
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1 STATEMENT OF SUBSTANTI AL CHANGES CONTAI NED | N
COW TTEE SUBSTI TUTE FOR
2 Senate Bill 2442
3
4| Provides requirenents for non-United States doniciled insurers
to provide |'ife and annuity policies to non-United. States
5| residents fromoffices in Florjda including providing
5 financial information and di scl osures.
Renoves the requirenent that insurers neet the eligible
7 | surplus lines provisions.
8 | Requires the insurer to be an authorized insurer inits
country of domcile for the prior 3 years, or a wholly owned
9| subsidiary thereof, and to have offered the types of insurance
10 it proposes to offer in Florida.
Provides that the Office of Insurance Regul ation may wai ve the
11| 3-year requirenent if the insurer has opérated successfully
for a period of 1 year and has capitol and surplus of at |east
12| $25 million.
13| Provides that if the insurer becones insolvent, the policy is
not covered by the Florida Life and Health Quaranty
14 | Associ ati on.
15 APPIies the Florida Mney Laundering Act (ch. 896, F.S.) to
a single premumlife insurance policies and annU|t¥
16 | contracts issued to persons who are not residents of the
17 United States.
Broadens the definition of the term"charitable organization"
18 | for purposes of allowi ng the organization to own of purchase
life insurance on an i nSured who consents to the ownership or
19 | purchase of that insurance.
20
21
22
23
24
25
26
27
28
29
30
31

8

CODING:Words st+ieken are deletions; words underlined are additions.



