F L ORTIDA H O U S E O F R EPRESENTATI V E S

HB 821 2013

1 A bill to be entitled

2 An act relating to insurer solvency; creating s.

3 624.085, F.S.; providing definitions applicable to the

4 insurance code; amending s. 624.4085, F.S.; revising

5 definitions; providing additional calculations for

6 determining whether an insurer has a company action

7 level event; revising provisions relating to mandatory

8 control level events; amending s. 642.424, F.S.;

9 requiring an insurer's annual statement to include an
10 actuarial opinion summary and providing criteria for
11 such summary; providing an exception for life and
12 health insurers; updating provisions; amending s.

13 625.121, F.S.; protecting a memorandum supporting an
14 insurer's annual actuarial opinion from subpoena,

15 discovery, or admissibility in a civil action;

16 amending s. 628.461, F.S.; deleting a provision

17 authorizing an insurer to file a disclaimer of

18 affiliation and control in lieu of a letter notifying
19 the Office of Insurance Regulation of the Financial

20 Services Commission of the acquisition of the voting
21 securities of a domestic stock company under certain
22 circumstances; requiring the statement notifying the
23 office to include additional information; providing

24 for consideration of enterprise risk in an acquisition
25 application; providing that control is presumed to

26 exist under certain conditions; specifying how control
27 may be rebutted and how a controlling interest may be
28 divested; deleting definitions; amending s. 628.801,
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F.S.; requiring an insurer to file annually by a
specified date a registration statement; revising the
requirements and standards for the rules establishing
the information and statement form for the
registration; requiring an insurer to file an annual
enterprise risk report; providing that failure to file
a registration or report is a violation of the
section; authorizing the office to conduct
examinations to determine the financial condition of
registrants; providing additional grounds for a waiver
from the registration requirements; amending s.
628.803, F.S.; providing for sanctions for persons who
violate the provisions of s. 628.461, F.S., relating
to the acquisition of controlling stock; creating s.
628.805, F.S.; authorizing the office to participate
in supervisory colleges; authorizing the office to
assess fees on insurers for participation; amending
ss. 636.045 and 641.255, F.S.; applying certain
statutes related to solvency to prepaid limited health
service organizations and health maintenance
organizations; applying provisions relating to
acquisition of controlling stock to a health
maintenance organization that is a member of a holding

company; providing a contingent effective date.

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

Section 1. Section 624.085, Florida Statutes, 1s created
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57 to read:
58 624.085 Other definitions.—As used in the Florida

59 Insurance Code, the term:

60 (1) "Affiliate" means any entity that exercises control

61| over or is controlled by the insurer, directly or indirectly,

62 through:

63 (a) Equity ownership of voting securities;
04 (b) Common managerial control; or
65 (c) Collusive participation by the management of the

66| dinsurer and affiliate in the management of the insurer or the

67 affiliate.

68 (2) "Affiliated person" of another person means:
69 (a) The spouse of such other person;
70 (b) The parents of such other person and their lineal

71 descendants, or the parents of such other person's spouse and

72 their lineal descendants;

73 (c) Any person who directly or indirectly owns or

74 controls, or holds with the power to vote, 10 percent or more of

75 the outstanding voting securities of such other person;

76 (d) Any person 10 percent or more of the outstanding

77 voting securities of which are directly or indirectly owned or

78 controlled, or held with power to vote, by such other person;

79 (e) Any person or group of persons who directly or

80 indirectly control, are controlled by, or are under common

81 control with such other person;

82 (f) Any officer, director, partner, copartner, or employee

83 of such other person;

84 (g) If such other person is an investment company, any
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85 investment adviser of such company, or any member of an advisory

86 board of such company;

87 (h) If such other person is an unincorporated investment

88 company not having a board of directors, the depositor of such

89 company; Or

90 (i) Any person who has entered into an agreement, written

91 or unwritten, to act in concert with such other person in

92| acquiring or limiting the disposition of securities of a

93| domestic stock insurer or controlling company.

94 (3) "Control," including the terms "controlling,"

95 "controlled by," and "under common control with" means the

96| possession, direct or indirect, of the power to direct or cause

97 the direction of the management and policies of a person,

98| whether through the ownership of voting securities, by contract

99 other than a commercial contract for goods or nonmanagement

100 services, or otherwise. Control is presumed to exist if any

101 person, directly or indirectly, owns, controls, holds with the

102| power to vote, or holds proxies representing 10 percent or more

103 of the voting securities of any other person.

104 Section 2. Paragraph (g) of subsection (1), paragraph (a)
105 of subsection (3), and paragraph (b) of subsection (6) of
1006 section 624.4085, Florida Statutes, are amended to read:

107 624.4085 Risk-based capital requirements for insurers.—
108 (1) As used in this section, the term:
109 (g) "Life and health insurer" means any insurer authorized

110 or eligible under the Florida Insurance Code to underwrite life
111 or health insurance. The term includes a property and casualty

112 insurer that writes accident and health insurance only; a health
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113| maintenance organization that is authorized in this state and

114 one or more other states, jurisdictions, or countries; and a

115| prepaid health service organization that is authorized in this

116 state and one or more other states, jurisdictions, or countries.

117 (3) (a) A company action level event includes:

118 1. The filing of a risk-based capital report by an insurer
119| which indicates that:

120 a. The insurer's total adjusted capital is greater than or
121| equal to its regulatory action level risk-based capital but less
122 than its company action level risk-based capital; e

123 b. If a life and health insurer that reports using the

124 life and health annual statement instructions, the insurer has

125| total adjusted capital that is greater than or equal to its
126| company action level risk-based capital, but is less than the
127] product of its authorized control level risk-based capital and
128] 3.0 2<%, and has a negative trend;

129 c. If a life and health or property and casualty insurer

130 that reports using the health annual statement instructions, the

131 insurer or organization has total adjusted capital that is

132| greater than or equal to its company action level risk-based

133 capital, but is less than the product of its authorized control

134 level risk-based capital and 3.0, and triggers the trend test

135 determined in accordance with the trend test calculation

136 included in the Risk-Based Capital Forecasting and Instructions,

137 Health, updated annually by the National Association of

138 Insurance Commissioners; oOr

139 d. If a property and casualty insurer that reports using

140 the property and casualty annual statement instructions, the
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141 insurer has total adjusted capital that is greater than or equal

142 to i1ts company action level risk-based capital, but is less than

143 the product of its authorized control level risk-based capital

144 and 3.0, and triggers the trend test determined in accordance

145 with the trend test calculation included in the Risk-Based

146| Capital Forecasting and Instructions, Property/Casualty, updated

147| annually by the National Association of Insurance Commissioners;

148 2. The notification by the office to the insurer of an
149| adjusted risk-based capital report that indicates an event in
150 subparagraph 1., unless the insurer challenges the adjusted
151 risk-based capital report under subsection (7); or

152 3. If, under subsection (7), an insurer challenges an
153| adjusted risk-based capital report that indicates an event in
154 subparagraph 1., the notification by the office to the insurer
155 that the office has, after a hearing, rejected the insurer's

156 challenge.

157 (6)
158 (b) If a mandatory control level event occurs:
159 1. With respect to a life and health insurer, the office

160 shall, after due consideration of s. 624.408, take any action
161 necessary to place the insurer under regulatory control,

162 including any remedy available under chapter 631. A mandatory
163 control level event is sufficient ground for the department to
164| Dbe appointed as receiver as provided in chapter 631. The office
165| may forego taking action for up to 90 days after the mandatory

166 control level event if the office finds there is a reasonable

167 expectation that the mandateryeontrol—Jtewvel event may be

168 eliminated within the 90-day period.
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169 2. With respect to a property and casualty insurer, the
170 office shall, after due consideration of s. 624.408, s. 641.225

171 for a health maintenance association, or s. 636.045 for a

172| prepaid limited health service organization, take any action

173 necessary to place the insurer under regulatory control,

174 including any remedy available under chapter 631, or, in the

175| case of an insurer that is not writing new business, may allow
176| the insurer to continue to operate under the supervision of the
177 office. In either case, the mandatory control level event is

178 sufficient ground for the department to be appointed as receiver
179| as provided in chapter 631. The office may forego taking action
180 for up to 90 days after the mandatory control level event if the
181 office finds there is a reasonable expectation that the

182| mandatory—econtrot—devetr event may widtt be eliminated within the
183 90-day period.

184 Section 3. Subsection (1) and paragraph (e) of subsection
185 (8) of section 624.424, Florida Statutes, are amended to read:
186 624.424 Annual statement and other information.-—

187 (1) (a) Each authorized insurer shall file with the office
188 full and true statements of its financial condition,

189 transactions, and affairs. An annual statement covering the

190| preceding calendar year shall be filed on or before March 1, and
191 quarterly statements covering the periods ending on March 31,
192 June 30, and September 30 shall be filed within 45 days after
193 each such date. The office may, for good cause, grant an

194 extension of time for filing ef an annual or quarterly

195| statement. The statements must shait contain information

196| generally included in insurers' financial statements prepared in
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197 accordance with generally accepted insurance accounting

198| principles and practices and in a form generally used wtitized
199| Dby insurers for financial statements, sworn to by at least two
200 executive officers of the insurer or, if a reciprocal insurer,
201| by ke oath of the attorney in fact or its like officer if a
202| corporation. To facilitate uniformity in financial statements
203| and to facilitate office analysis, the commission may by rule
204| adopt the form for financial statements approved by the National
205| Association of Insurance Commissioners in 2002, and may—adept
206| subsequent amendments thereto if the methodology remains

207 substantially consistent, and may by rule require each insurer
208| to submit to the office, or such organization as the office may
209| designate, all or part of the information contained in the

210 financial statement in a computer-readable form compatible with
211 the electronic data processing system specified by the office.
212 (b) Each insurer's annual statement must contain:

213 1. A statement of opinion on loss and loss adjustment

214 expense reserves made by a member of the American Academy of

215| Actuaries or by a qualified loss reserve specialist, pursuant to

216| wunder criteria established by rule of the commission. In

217| adopting the rule, the commission shall must consider any

218 criteria established by the National Association of Insurance
219| Commissioners. The office may require semiannual updates of the
220| annual statement of opinion for as—&e a particular insurer if
221 the office has reasonable cause to believe that such reserves
222 are understated to the extent of materially misstating the

223 financial position of the insurer. Workpapers in support of the

224 statement of opinion must be provided to the office upon
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225 request. This paragraph does not apply to life insurance, health
226 insurance, or title insurance.

227 2. An actuarial opinion summary written by the insurer's

228 appointed actuary. The summary must be filed in accordance with

229| the appropriate National Association of Insurance Commissioners

230| property and casualty annual statement instructions. Proprietary

231| business information contained in the summary is confidential

232 and exempt under s. 624.4212, and the summary and related

233 information is not subject to subpoena or discovery, or

234 admissible in evidence in any private civil action. Neither the

235| office nor any person who received documents, materials, or any

236| other information while acting under the authority of the office

237 or with whom such information is shared pursuant to s. 624.4212

238| may testify in a private civil action concerning such

239| confidential information. No waiver of any other applicable

240 claim of confidentiality or privilege may occur as a result of a

241 disclosure to the office under this section or any other section

242 of the insurance code. This paragraph does not apply to life and

243| health insurers subject to s. 625.121(3).

244 (c) The commission may by rule require reports or filings

245| required under the insurance code to be submitted by electronic

246| means in a computer-readable form compatible with the electronic
247 data processing equipment specified by the commission.

248 (8)

249 (e) The commission shall adopt rules to administer

250 imprement this subsection, which rules must be in substantial

251 conformity with the 2006 Annual Financial Reporting Model

252 Regulation 1998 Medel Rule reguiring annvat auvditedfinaneialt
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253| ¥eports adopted by the National Association of Insurance

254 Commissioners or subsequent amendments, except where

255 inconsistent with the requirements of this subsection. Any

256| exception to, waiver of, or interpretation of accounting

257 requirements of the commission must be in writing and signed by
258| an authorized representative of the office. An Ne insurer may

259| not raise as—a—defense—in—anyactieon; any exception to, waiver

260 of, or interpretation of accounting requirements as a defense in

261| an action, unless previously issued in writing by an authorized
262| representative of the office.
263 Section 4. Paragraph (a) of subsection (3) of section

264 625.121, Florida Statutes, is amended to read:

265 625.121 Standard Valuation Law; life insurance.—
266 (3) ACTUARIAL OPINION OF RESERVES.—
267 (a)d3= Each life insurance company doing business in this

268 state shall annually submit the opinion of a qualified actuary
269 as to whether the reserves and related actuarial items held in
270 support of the policies and contracts specified by the

271 commission by rule are computed appropriately, are based on
272| assumptions that whieh satisfy contractual provisions, are

273| consistent with prior reported amounts, and comply with

274 applicable laws of this state. The commission by rule shall
275 define the specifics of this opinion and add any other items
276| determined to be necessary to its scope.

277 1.2+~ The opinion shall be submitted with the annual

278 statement reflecting the valuation of such reserve liabilities

279 for S~ BN A A~ n »r af+tnr Neasambha 27 10092
i S OO CTTIT _YC()._L ll\J._Lll\j OTT O o T T DO O TTIIO T T \)J_, - .
280 .3+~ The opinion applies shatdt—appty to all business in
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281 force, including individual and group health insurance plans, in
282 the form and substance acceptable to the office as specified by
283 rule of the commission.

284 3.4+~ The commission may adopt rules providing the

285 standards of the actuarial opinion consistent with standards

286 adopted by the Actuarial Standards Board on December 31, 2002,
287 and subsequent revisions thereto, if previded—that the standards

288 remain substantially consistent.

289 4.5 I +h aaa £ EENE RN I 2N VNP R B 2O R SN a4 A g
o T e [ [P i ) A\ @ e i oL It A LTI OUTT J_\.a\iu_LJ_\.,\A. [y T O AT T T TT XU LJ_Y
290 a—foreignoralien—eompanyy The office may accept an £he opinion

291| filed by a foreign or alien +hat company with the insurance

292| supervisory official of another state if the office determines
293| that the opinion reasonably meets the requirements applicable to
294| a company domiciled in this state.

295 5.6+~ As used in Fer—thepurposes—of this subsection, the

296| term "qualified actuary" means a member in good standing of the

297| American Academy of Actuaries who also meets the requirements
298 specified by rule of the commission.

299 6.7+ Disciplinary action by the office against the company
300 or the qualified actuary shall be in accordance with the

301 insurance code and related rules adopted by the commission.
302 7.8+ A memorandum in the form and substance specified by
303 rule shall be prepared to support each actuarial opinion.

304 8.9+ If the insurance company fails to provide a

305 supporting memorandum at the request of the office within a
306| period specified by rule of the commission, or if the office
307 determines that the supporting memorandum provided by the

308 insurance company fails to meet the standards prescribed by rule
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309 of the commission, the office may engage a qualified actuary at
310 the expense of the company to review the opinion and the basis
311 for the opinion and prepare such supporting memorandum as +s
312 required by the office.

313 9.136~ Except as otherwise provided in this paragraph, any
314| memorandum or other material in support of the opinion is

315| confidential and exempt from the—preovisiems—ef s. 119.07(1) and

316| 1is not subject to subpoena or discovery, or admissible in

317 evidence in any private civil action; however, the memorandum or

318 other material may be released by the office with the written
319 consent of the company, or to the American Academy of Actuaries
320 upon request stating that the memorandum or other material is
321 required for the purpose of professional disciplinary

322| proceedings and setting forth procedures satisfactory to the

323| office for preserving the confidentiality of the memorandum or
324 other material. If any portion of the confidential memorandum is
325 cited by the company in its marketing, e is cited before any
326| governmental agency other than a state insurance department, or
327 is released by the company to the news media, no portion of the

328| memorandum is confidential. Neither the office nor any person

329 who received documents, materials, or any other information

3301 while acting under the authority of the office or with whom such

331 information is shared pursuant to this paragraph may testify in

332 any private civil action concerning the confidential documents,

333 materials, or information.

334 Section 5. Subsections (1), (3), (5), (12), and (13) of

335 section 628.401, Florida Statutes, are amended to read:

336 628.461 Acquisition of controlling stock.—
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337 (1) A person may not, individually or in conjunction with

338 any affiliated person of such person, acquire directly or

339 indirectly, conclude a tender offer or exchange offer for, enter
340 into any agreement to exchange securities for, or otherwise

341 finally acquire 5 percent or more of the outstanding voting

342| securities of a domestic stock insurer or of a controlling

343 company, unless:

344 (a) The person or affiliated person has filed with the

345| office and sent to the insurer and controlling company a letter

346| of notification regarding the transaction or proposed

347| transaction within me—Zdater—+than 5 days after any form of tender

348 offer or exchange offer is proposed, or within mre—Zater—+than 5
349| days after the acquisition of the securities if no tender offer
350| or exchange offer is involved. The notification must be provided
351 on forms prescribed by the commission containing information

352| determined necessary to understand the transaction and identify
353 all purchasers and owners involved;

354 (b) The person or affiliated person has filed with the

355| office the & statement as specified in subsection (3). The

356| statement must be completed and filed within 30 days after:

357 1. Any definitive acquisition agreement is entered;

358 2. Any form of tender offer or exchange offer is proposed;
359| or

360 3. The acquisition of the securities, if no definitive

361 acquisition agreement, tender offer, or exchange offer is
362 involved; and
363 (c) The office has approved the tender or exchange offer,

364 or acquisition if no tender offer or exchange offer is involved,
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393 on whose behalf, the acquisition is to be made; and, if the

394 acquisition is to be made by, or on behalf of, a corporation,
395 association, or trust, as to the corporation, association, or
396 trust and as to any person who controls, either directly or

397 indirectly, the corporation, association, or trust, the identity
398 of, and the background information specified in subsection (4)
399 on, each director, officer, trustee, or other natural person

400| performing duties similar to those of a director, officer, or
401 trustee for the corporation, association, or trust.;

402 (b) The source and amount of the funds or other

403| consideration used, or to be used, in making the acquisition.s
404 (c) Any plans or proposals that whieh such persons may

405| have made to liquidate such insurer, to sell any of its assets
406| or merge or consolidate it with any person, or to make any other
407| major change in its business or corporate structure or

408| management; and any plans or proposals that whieh such persons
409| may have made to liquidate any controlling company of such

410 insurer, to sell any of its assets or merge or consolidate it
411| with any person, or to make any other major change in its

412 business or corporate structure or management.s

413 (d) The number of shares or other securities which the

414 person or affiliated person of such person proposes to acquire,
415 the terms of the proposed acquisition, and the manner in which
416| the securities are to be acquired.;—and

417 (e) Information as to any contract, arrangement, or

418 understanding with any party with respect to any of the

419 securities of the insurer or controlling company, including, but

420 not limited to, information relating to the transfer of any of
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421 the securities, option arrangements, puts or calls, or the

422 giving or withholding of proxies, which information names the
423| party with whom the contract, arrangement, or understanding has
424| Dbeen entered into and gives the details thereof.

425 (f) An agreement by the person required to file the

426| statement that the person will provide the annual report

427| specified in s. 628.801(2) if control exists.

428 (g) An acknowledgement by the person required to file the

429| statement that the person and all subsidiaries within its

430 control in the insurance holding company system will provide, as

431| necessary, information to the office upon request to evaluate

432| enterprise risk to the insurer.

433 (5)4=> The acquisition of voting securities shall be

434 deemed approved unless the office disapproves the proposed

435| acquisition within 90 days after the statement required by

436 subsection (1) has been filed. The office may on its own

437 initiate, or if requested to do so in writing by a substantially
438 affected party shall conduct, a proceeding to consider the

439 appropriateness of the proposed filing. The 90-day time period
440 shall be tolled during the pendency of the proceeding. Any

441| written request for a proceeding must be filed with the office
442 within 10 days after ef the date notice of the filing is given.
443 (a) During the pendency of the proceeding or review period

444 by the office, any person or affiliated person complying with

445| the filing requirements of this section may proceed and take all

446 steps necessary to conclude the acquisition if se—3deng—as the

447 acquisition becoming final is conditioned upon obtaining office

448 approval. Fhe—eoffiece——shaltls; However, if at any time the office
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449| +£hat—+t finds that an immediate danger to the public health,

450 safety, and welfare of the domestic policyholders exists, it
451 shall immediately order, pursuant to s. 120.569(2) (n), the
452| proposed acquisition temporarily disapproved and any further
453 steps to conclude the acquisition ceased.

454 (b) During the pendency of the office's review of any

455| acquisition subject to £hepreovisiens—ef this section, the

456| acquiring person may shaidt not make any material change in the
457 operation of the insurer or controlling company unless the

458 office has specifically approved the change nor may shatd: the
459| acquiring person make any material change in the management of
460| the insurer unless advance written notice of the change in

461| management is furnished to the office. A material change in the

462| operation of the insurer is a transaction that whieh disposes of

463 or obligates 10 & percent or more of the capital and surplus of
464 the insurer. A material change in the management of the insurer
465 is any change in management involving officers or directors of
466| the insurer or any person of the insurer or controlling company
467 having authority to dispose of or obligate 10 & percent or more
468 of the insurer's capital or surplus. The office shall approve a
469| material change in operation if it finds the applicable

470| provisions of subsection (7) have been met. The office may

471| disapprove a material change in management if it finds that the
472 applicable provisions of subsection (7) have not been met and in
473 such case the insurer shall promptly change management as

474 acceptable to the office.

475 (c) If a request for a proceeding is filed, the proceeding

476 shall be conducted within 60 days after the date the written
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477 request for a proceeding is received by the office. A

478| recommended order shall be issued within 20 days after ef the
479| date of the close of the proceedings. A final order shall be

480 issued within 20 days after ef the date of the recommended order

481 or, if exceptions to the recommended order are filed, within 20
482| days after of the date the exceptions are filed.
483 (12) (a) A presumption of control may be rebutted by filing

484| a disclaimer of control. Any person may file a disclaimer of

485| control with the office. The disclaimer must fully disclose all

486| material relationships and bases for affiliation between the

487| person and the insurer as well as the basis for disclaiming the

488 affiliation. After a disclaimer has been filed, the insurer 1is

489| relieved of any duty to register or report under this section

490| which may arise out of the insurer's relationship with the

491| person unless the office disallows the disclaimer.

492 (b) Any controlling person of a domestic insurer that

493 seeks to divest its controlling interest in the domestic insurer

494 in any manner, shall file with the office, with a copy to the

495 insurer, confidential notice, not subject to public inspection

496 as provided under s. 624.4212, of its proposed divestiture at

497 least 30 days before the cessation of control. The office shall

498 determine those instances in which the party seeking to divest

499 or to acquire a controlling interest in an insurer must file for

500 and obtain approval of the transaction. The information remains

501 confidential until the conclusion of the transaction unless the

502 office, in its discretion, determines that confidential

503 treatment interferes with enforcement of this section. If the

504 statement referred to in subsection (1) is otherwise filed, this
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(13) The commission may adopt, amend, or repeal rules that

are necessary to administer implement—the provisiens—eof this

2

H-

P

section—pursuent—to—<chapter

Section 6. Section 628.801, Florida Statutes, is amended
to read:

628.801 Insurance holding companies; registration;
regulation.—

(1) An Every insurer that is authorized to do business in
this state and that is a member of an insurance holding company

shall, on or before April 1 of each year, register with the

office and file a registration statement and be subject to

regulation with respect to its relationship to the holding

company as provided by law or rule er—statwte. The commission
shall adopt rules establishing the information and statement
form required for registration and the manner in which
registered insurers and their affiliates are regulated. The
rules apply to domestic insurers, foreign insurers, and
commercially domiciled insurers, except for a foreign insurer

domiciled in states that were are accredited by the National

Association of Insurance Commissioners by December 31, 1995.
Except to the extent of any conflict with this code, the rules
must include all requirements and standards of ss. 4 and 5 of
the Insurance Holding Company System Regulatory Act and the
Insurance Holding Company System Model Regulation of the
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561| National Association of Insurance Commissioners, as adopted on

562 December 2010, and may adopt subsequent amendments thereto if
563 the methodology remains substantially consistent theRegulatery
564

565| may include a prohibition on oral contracts between affiliated

566 entities. Material transactions between an insurer and its

567 affiliates shall be filed with the office as provided by rule.

568| Upon request, the office may waive the filing requirements uwnder

569| +his—seetien for a domestic insurer that is the subsidiary of an
570 insurer that is in full compliance with the insurance holding
571| company registration laws of its state of domicile, which state
572 is accredited by the National Association of Insurance

573| Commissioners.

574 (2) The ultimate controlling person of every insurer

575 subject to registration must also file an annual enterprise risk

576 report, on or before April 1. As used in this subsection, the

577 term "ultimate controlling person" means a person that is not

578 controlled by any other person. The report, to the best of the

579| wultimate controlling person's knowledge and belief, must

580 identify the material risks within the insurance holding company

581 system which could pose enterprise risk to the insurer. The

582 report shall be filed with the lead state office of the

583 insurance holding company system as determined by the procedures

584 within the Financial Analysis Handbook adopted by the National

585 Association of Insurance Commissioners and is confidential and

586| exempt from public disclosure as provided in s. 624.4212.

587 (a) No waiver of any applicable privilege or claim of

588 confidentiality in the annual enterprise risk report and related
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589| documents may occur as a result of any disclosure to the office

590 under this section or any other section of the insurance code as

591 authorized under s. 624.4212. Neither the office nor any person

592| who received the report and related documents while acting under

593| the authority of the office or with whom such information is

594 shared pursuant to s. 624.4212 is permitted or required to

595| testify in any private civil action concerning any confidential

596 documents, materials, or information subject to s. 624.4212. An

597 insurer may satisfy this requirement by providing the office

598| with the most recently filed parent corporation reports that

599| have been filed with the Securities and Exchange Commission

600| which provide the appropriate enterprise risk information.

601 (b) The term "enterprise risk" means any activity,

602 circumstance, event, or series of events involving one or more

603| affiliates of an insurer which, if not remedied promptly, is

604 likely to have a materially adverse effect upon the financial

605 condition or liquidity of the insurer or its insurance holding

606 company system as a whole, including anything that would cause

607 the insurer's risk-based capital to fall into company action

608 level as set forth in s. 624.4085 or would cause the insurer to

609 be in hazardous financial condition.

610 (3) Pursuant to chapter 624 relating to the examination of

611 insurers, the office may examine any insurer registered under

612 this section and its affiliates to ascertain the financial

613| condition of the insurer, including the enterprise risk to the

614 insurer by the ultimate controlling party, or by any entity or

615| combination of entities within the insurance holding company

616 system, or by the insurance holding company system on a
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0l7 consolidated basis.

018 (4) The failure to file a registration statement, or a

619 summary of the registration statement, or the enterprise risk

620 filing report required by this section within the time specified

621| for filing is a violation of this section.

622 (5) An insurer may apply to the office for a waiver from

623| the requirements of this section:

624 (a) If the insurer is a domestic insurer that is the

625| subsidiary of an insurer that is in full compliance with the

626| 1insurance holding company registration laws of its state of

627| domicile, which state is accredited by the National Association

628 of Insurance Commissioners;

629 (b) If the insurer's annual direct written and assumed

630| premium, excluding premiums reinsured with the Federal Crop

631 Insurance Corporation and Federal Flood Program, is less than

632 $300,000,000; or

633 (c) Based upon unique circumstances. The office may

634 consider various factors including, but not limited to, the type

635 of business entity, volume of business written, availability of

636| qualified board members, or the ownership or organizational

637 structure of the entity.

638 Section 7. Present subsection (4) of section 628.803,
639 Florida Statutes, 1s renumbered as subsection (5), and a new
640 subsection (4) is added to that section, to read:

641 628.803 Sanctions.—

642 (4) If it appears to the office that any person has

643| committed a violation of s. 628.461 which prevents the full

644 understanding of the enterprise risk to the insurer by
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645 affiliates or by the insurance holding company system, the

646| wviolation may serve as an independent basis for disapproving

647 dividends or distributions and for placing the insurer under an

648 order of supervision in accordance with part VI of chapter 624.

049 Section 8. Section 628.805, Florida Statutes, 1s created
650 to read:

651 628.805 Supervisory colleges.—In order to assess the

652| Dbusiness strategy, financial position, legal and regulatory

653| position, risk exposure, risk management and governance

654| processes, and as part of the examination of individual insurers

655| 1in accordance with ss. 628.801 and 624.316, the office may

656| participate in a supervisory college with other regulators

657| charged with supervision of the insurer or its affiliates,

658| 1including other state, federal, and international regulatory

659| agencies. In accordance with s. 624.4212 regarding confidential

660 information sharing, the office may enter into agreements that

661| provide the basis for cooperation between the office and the

662 other regulatory agencies, and the activities of the supervisory

663| college. This section does not delegate to the supervisory

664 college the office's authority to regulate or supervise the

665 insurer or its affiliates under its jurisdiction.

666 (1) With respect to participation in a supervisory

667 college, the office may:

668 (a) Initiate the establishment of a supervisory college;

669 (b) Clarify the membership and participation of other

670 supervisors in the supervisory college;

671 (c) Clarify the functions of the supervisory college and

672 the role of other regulators, including the establishment of a
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673 group-wide supervisor;

674 (d) Coordinate the ongoing activities of the supervisory

675 college, including planning meetings, supervisory activities,

676 and processes for information sharing; and

677 (e) Establish a crisis management plan.

678 (2) With respect to an insurer registered under s.

679 628.801, and in accordance with this section, the office may

680| participate in a supervisory college for any domestic insurer

681| that is part of an insurance holding company system in order to

682| determine the insurer's compliance with this chapter.

683 (3) FEach registered insurer subject to this section is

684 liable for and shall pay reasonable expenses for the office's

685| participation in a supervisory college, including reasonable

686 travel expenses. A supervisory college may be convened as a

687| temporary or permanent forum for communication and cooperation

688| between the regulators charged with the supervision of the

689| 1insurer or its affiliates, and the office may impose a regular

690 assessment on the insurer for the payment of these expenses.

691 Section 9. Subsection (3) is added to section 636.045,
692 Florida Statutes, to read:
693 636.045 Minimum surplus requirements.—

694 (3) A prepaid limited health service organization that is

695 authorized in this state and one or more other states,

696 jurisdictions, or countries is subject to ss. 624.4085 and
697 624.40851.
698 Section 10. Present subsections (3), (4), (5), and (6) of

699 section 641.225, Florida Statutes, are renumbered as subsections

700 (4), (5), (6), and (7), respectively, and new subsections (3)
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701 and (8) are added to that section, to read:
702 641.225 Surplus requirements.—

703 (3) A health maintenance organization that is a member of

704 a holding company system is subject to s. 628.461 but not s.
705 628.4615.

706 (8) A health maintenance organization that is authorized

707 in this state and one or more other states, jurisdictions, or

708 countries is subject to ss. 624.4085 and 624.40851.

709 Section 11. This act shall take effect October 1, 2013, if
710 HB 823 or similar legislation is adopted in the same legislative

711 session or an extension thereof and becomes a law.

Page 26 of 26

CODING: Words stricken are deletions; words underlined are additions.
hb0821-00



