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Please see Section IX. for Additional Information:
COMMITTEE SUBSTITUTE - Substantial Changes
Summary:

CS/CS/SB 1260 enacts the following changes related to insurance:

Revises insurance agency licensure application requirements;

Revises the criteria for establishing a not-for-profit self-insurance fund;

Allows an insurance agency license to continue in force until cancelled, suspended, revoked
or terminated;

Creates a license for unaffiliated insurance agents;

Expands the scope limited licenses to transact motor vehicle rental insurance issued to a
business entity that offers motor vehicles for rent or lease;

Provides the Department of Financial Services (DFS) with additional authority to regulate
mediators, navigators, and sinkhole neutral evaluators;

Provides the DFS with an additional ground to deny, suspend, revoke, or refuse to renew a
license for an insurance agent, adjuster, customer or service representative, or managing
general agent;

Revises the application for a certificate of authority to be an insurance administrator;
Allows an insurer to use a qualified third party to conduct required reviews of an insurance
administrator;

Allows annual financial statements of insurance administrators to cover the prior fiscal year;
Repeals the requirement that surplus lines agents file an affidavit with the Florida Surplus
Lines Service Office (FSLSO);
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¢ Includes using a straight average of hurricane model results or output ranges as factors the
Office of Insurance Regulation (OIR) must consider in a rate filing;

e Permits the OIR to approve a premium discount to rates for liability, personal injury
protection, and collision coverages for motor vehicle policies for vehicles with electronic
vehicle crash avoidance technology;

e Increases from 60 days to 180 days the time an insurer is not required to use the newest
version of an approved hurricane model;

e Allows motor vehicle insurance rating territories to encompass a single zip code;

e Allows workers” compensation insurance retrospective rating plans that provide for
negotiation of rating factors between the insurer and employer in specified instances;

e Allows the Florida Workers” Compensation Joint Underwriting Association to retain
dividends that are not paid to former insureds;

e Prohibits insurers from denying residential property insurance claims on the basis of credit
information that is publicly available if the insurance policy has been effective for more than
90 days;

e Establishes a uniform 120 day advance written notice of nonrenewal, cancellation, or
termination for personal and commercial lines residential property insurance policies;

e Authorizes a licensed company adjuster to provide the sworn statement of liability insurance
coverage required by current law;

e Deletes the requirement that representatives of an insurer must provide at least 48 hours’
notice to the insured before scheduling a meeting or conducting an onsite inspection of the
insured property;

e Allows motor vehicle insurers to electronically transfer unearned premium to a policyholder
who cancels a motor vehicle insurance policy;

e Allows a policyholder to elect electronic delivery of policy documents;

e Allows a Notice of Change in Policy Terms to be sent separately from the Notice of Renewal
Premium;

e Requires an insurance agent recommending the surrender of an annuity or life insurance
policy with a cash value, but is not recommending the proceeds be used to fund another life
insurance or annuity product, to provide specified disclosures;

e Creates conflict of interest standards for appraisers in residential property insurance claims;

e Specifies instances when an insurer need not provide notice of the availability of sinkhole
neutral evaluation;

e Clarifies that the annual update to the Personal Injury Protection medical fee schedule applies
until the last day of February in the following year;

e Creates exemptions to the required preinsurance inspection of private passenger motor
vehicles;

e Changes the date by which title insurers and title insurance agencies must annually submit
financial data to the Office of Insurance Regulation (OIR);

e Expands the risks industrial insured captive insurance companies may insure;

e Revises requirements related to the acquisition of controlling stock in an insurer; and

e Provides exceptions to certain financial requirements applicable to service warranty
associations.



BILL: CS/CS/SB 1260 Page 3

. Present Situation:
Not-For-Profit Self-Insurance Funds

Section 624.4625, F.S., provides that two or more not-for-profit corporations located and organized
under Florida law may form a self-insurance fund. The purpose of the self-insurance fund must be to
pool and spread the property and casualty liabilities of group members. The fund must meet a
number of requirements including:

e Annual normal premiums in excess of $5 million;

e Each participating member receiving at least 75 percent of its revenues from local, state, and
federal governmental sources;

Use of a qualified actuary to determine actuarially sound rates and adequate reserves;
Maintaining excess insurance coverage;

Submitting annually audited financial statements; and

Other requirements set forth under the statute.

Licensing of Insurance Agents Selling Motor Vehicle Rental Insurance

In general, insurance agents transact insurance on behalf of an insurer or insurers. Agents must
be licensed by the DFS to act as an agent for an insurer, and be appointed (i.e., given the
authority by an insurance company to transact business on its behalf) by at least one insurer to
act as the agent for that particular appointing insurer or insurers.!

Limited lines insurance agents are individuals, or in some cases entities, licensed as insurance
agents but limited to selling one or more of the following forms of insurance (each requiring a
separate license):

Motor vehicle physical damage and mechanical breakdown insurance;

Industrial fire or burglary;

Travel insurance;

Motor vehicle rental insurance;

Credit insurance;

Crop hail and multiple-peril crop insurance;

In-transit and storage personal property insurance; and

Portable electronics insurance.?

A limited lines insurance agent license generally has fewer requirements for licensing than other
insurance agents. These licensees must, however, file an application with the DFS and be
appointed by an insurance company.

Department of Financial Services

The DFS licenses insurance agencies and agents. The DFS Division of Agent and Agency
Services receives licensing applications, issues licenses, and investigates violations of the

1s.626.112, F.S.
25.626.321, F.S.
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Insurance Code.® In order to transact insurance, a person must be licensed by the DFS and
appointed by an insurer to transact insurance on its behalf.* If an agent fails to maintain an
appointment during a four-year period, the agent’s license expires and the agent must qualify as a
first time applicant before transacting insurance.®

Section 624.310, F.S., gives the DFS the authority to initiate administrative proceedings to seek
cease and desist orders, to seek the removal of affiliated parties, to impose administrative fines,
and to suspend or revoke licenses. Any service of documents authorized or required by

s. 624.310, F.S., must be made by certified mail, personal delivery, or by service of process in
accordance with ch. 48, F.S. Section 624.310, F.S., does not allow for service by electronic mail.

Insurance Agency Licensure and Registration

The DFS is responsible for licensing insurance agencies in accordance with s. 626.172, F.S. An

application for licensure must be signed by the owner of the agency.® Insurance agents who are

sole proprietors and do not employ other insurance agents must be licensed as both an insurance
agent and an insurance agency.’

Each place of business where an agent transacts insurance must have an agency license.®
Section 626.747, F.S., requires a licensed insurance agent to be at each branch location where
activities requiring licensure as an insurance agent occur. Such an agent is commonly referred to
as the “agent in charge.”

Section 626.112(7), F.S., provides that agencies existing prior to January 1, 2003, are allowed to
file an application for registration in lieu of applying for licensure. A benefit of registration over
licensing is that registrations do not expire, whereas licenses expire every three years.® The DFS
staff indicates that Florida is the only state that registers insurance agencies in lieu of licensing
them and that many registered agencies are seeking licensure.*

Insurance Agents

A “general lines agent” is an agent who transacts property insurance, casualty insurance, surety
insurance, certain types of health insurance, and marine insurance.* A “customer representative”
means an individual appointed by a general lines agent or agency to assist that agent or agency in
transacting the business of insurance from the office of that agent or agency.*? A “limited
customer representative” is a customer representative appointed by a general lines agent or

3 The Division of Agent and Agency Services website is found at
http://www.myfloridacfo.com/Division/Agents/#.UxnmwPIdUeG (last accessed March 7, 2013).
4 See ss. 626.015(3) and 626.112 F.S.

5Sees. 626.431, F.S.

6 See s. 626.172(2), F.S.

" See s. 626.112(7), F.S.

8 See s. 626.112(7), F.S.

9 See s. 626.382, F.S.

10 Interview with DFS staff, March 7, 2014.

11 See s. 626.015(5), F.S.

12 See s. 626.015(4), F.S.
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agency to assist that agent or agency in transacting only the business of private passenger motor
vehicle insurance from the office of that agent or agency.™

Regulation of Navigators

In 2010, the federal Patient Protection and Affordable Care Act became law. The act created
“navigators” to aid consumers in selecting a health plan. Part X111l of ch. 626, F.S., requires
navigators to register with the DFS and provides a registration process for navigators.*
Section 626.9957, F.S., provides disciplinary rules for navigators and grounds for the denial of
registration.

Alternative Dispute Resolution Programs

The DFS administers alternative dispute programs for various types of insurance and has
mediation programs for property insurance® and automobile insurance'® claims. The DFS has a
neutral evaluation program, similar to mediation, for sinkhole insurance claims.!” The DFS
approves mediators used in the two mediation programs and certifies the neutral evaluators used
in neutral evaluations for sinkhole insurance claims.®

To qualify as a mediator for the property or automobile mediation programs, a person must
possess graduate level degrees in specified areas, be a member of the Florida Bar, be a licensed
certified public accountant, or be a mediator for four years.® In addition, an applicant must
complete a training program approved by the DFS.?

To qualify as a neutral evaluator for sinkhole insurance claims, a neutral evaluator must be a
professional engineer or a professional geologist who has completed a course of study in
alternative dispute resolution approved by the DFS and who is determined by the DFS to be fair
and impartial.? According to an analysis provided by the DFS,?? the number of reported
mediations and neutral evaluations is:

Fiscal Year Fiscal Year Fiscal Year

2010-2011 2011-2012 2012-2013
Mediations 3,489 3,323 3,966
Neutral Evaluations 2,245 2,681 1,867

13 See. 5. 626.015(11), F.S.

14 http://www.myfloridacfo.com/Division/Agents/Industry/News/Navigators.htm#.UxsW4vldUeE (last accessed March 8,
2014).

15 See s. 627.7015, F.S.

16 See s. 626.745, F.S.

17 See s. 627.7074, F.S.

18 See ss. 627.7015, 627.7074, and 627.745, F.S.

19 See ss. 627.7015, 627.745(3), F.S.

20 See ss. 627.7015, 627.745(3), F.S.

21 See s. 627.706, F.S.

22 See Department of Financial Services, Senate Bill 708 Analysis (February 4, 2014) (on file with the Committee on Banking
and Insurance).
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The DFS does not have the explicit authority to investigate, remove, or discipline mediators and
neutral evaluators.

Public Adjuster and Insurance Adjuster Notice Requirements for Residential Property
Insurance Claims

Section 626.854, F.S., defines a public adjuster as any person? who is compensated for aiding an
insured or third-party claimant to file an insurance claim or negotiate the settlement of an
insurance claim.?* Section 626.854(6), F.S., prohibits public adjusters from initiating contact or
contracting with an insured or claimant regarding a residential property insurance claim until at
least 48 hours after the event that is the basis of the claim occurs. The Florida Supreme Court,
however, ruled the 48 hour prohibition an unconstitutional regulation of commercial speech in a
2012 decision.® Section 626.854(14), F.S., contains a corresponding requirement that adjusters,
investigators and attorneys representing insurers must provide the claimant or claimant’s
representative at least 48 hours’ notice prior to scheduling a meeting with the claimant or
inspecting the insured property. This requirement remains effective under Florida law.

Insurance Administrators

An insurance administrator is any person who directly or indirectly solicits or effects coverage
of, collects charges or premiums from, or adjusts or settles claims on residents of this state in
connection with an insurance policy. To operate as an insurance administrator, a person must
obtain a certificate of authority to act as an administrator from the Office of Insurance
Regulation.?® An insurer who utilizes an insurance administrator must at least semiannually
conduct a review of the operations of an administrator that administers more than 100
certificateholders of that insurer.?” An administrator must have a written agreement between
itself and each insurer for which it performs administrative functions.?® Administrators must also
file an annual financial statement with the OIR containing the administrator’s financial
condition, transactions, and affairs no later than March 1 of each year.?°

Surplus Lines Agent Affidavit

Surplus lines insurance refers to a category of insurance for which there is no market available
through standard insurance carriers in the admitted market (insurance companies licensed to
transact insurance in Florida). Surplus lines insurance is sold by surplus lines insurance agents.
Before a surplus lines insurance agent can place insurance in the surplus lines market, s. 626.916,
F.S., requires the insurance agent to make a diligent effort to procure the desired coverage from
admitted insurers. Section 626.914, F.S., defines a diligent effort as seeking and being denied
coverage from at least three authorized insurers in the admitted market unless the cost to replace

23 Other than an attorney at law.

24 Licensed health care providers or their employees who prepare or file health insurance claims on behalf of patients are
excluded from the definition, as are any person who files a health insurance claim on behalf of another and does so without
compensation.

25 Atwater v. Kortum, 95 So0.3d 85 (Fla. 2012).

% S, 626.8805, F.S.

27'S. 626.8817, F.S.

85, 626.882, F.S.

2S.626.89, F.S.
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the property insured is $1 million or more. In that case, diligent effort is seeking and being
denied coverage from at least one authorized insurer in the admitted market.

Surplus lines insurance agents must report surplus lines insurance transactions to the Florida
Surplus Lines Service Office (FSLSO or Office) within 30 days of the effective date of the
transaction. They must also transmit service fees to the Office each month, and must transmit
assessment and tax payments to the Office quarterly.

Current law also requires a surplus lines agent to file a quarterly affidavit with the FSLSO to
document all surplus lines insurance transacted in the quarter it was submitted to the FSLSO.
The affidavit also documents the efforts the agent made to place coverage with authorized
insurers and the results of the efforts.

Hurricane Loss Projection Models

The Florida Commission on Hurricane Loss Projection Methodology (Commission) was

established by the Legislature to serve as an independent body to provide expert evaluation of

computer models that project hurricane losses.®® The Commission is assigned to the State Board

of Administration. The Commission adopts findings on the accuracy or reliability of the

methods, standards, principles, models and other means used to project hurricane losses.

Members of the Commission include:3!

The Insurance Consumer Advocate;

The person responsible for FHCF operations;

The Executive Director of Citizens Property Insurance Corporation;

The Director of Emergency Management;

An actuary member from the FHCF Advisory Council;

An actuary employed by the OIR;

An appointment by the state Chief Financial Officer who is an actuary employed with a

property and casualty insurer;

e An appointment by the state Chief Financial Officer who is an insurance finance expert and
who is a full-time faculty member in the State University System;

e An appointment by the state Chief Financial Officer who is a statistics expert in meteorology
and who is a full-time faculty member in the State University System; and

e An appointment by the state Chief Financial Officer who is an expert in computer system
design and who is a full-time faculty member in the State University System.

The Commission sets standards for loss projection methodology and examines the methods
employed in hurricane loss models used by private insurers in setting rates to determine whether
they meet the Commission’s standards. Only hurricane loss models or methods that the
Commission has found to be accurate can be used by insurers to estimate the hurricane losses
that are used to set property insurance rates. After the Commission finds a model to be accurate,
an insurer has 60 days to use the model to predict the insurer’s probable maximum loss “with
respect to a rate filing.”%2

30 See s. 627.0628, F.S.
3L'S. 627.0628(2) (b), F.S.
25, 627.0628(3) (d), F.S.
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Zip Codes and Rating Territories for Motor Vehicle Insurance

Section 627.062, F.S., is Florida’s rating law. Among other requirements, it provides that
insurance rates cannot be excessive, inadequate, or unfairly discriminatory. Insurer rate filings
that comply with the law and are adequately supported by actuarial justification must be accepted
by the OIR. Pursuant to s. 627.0651, F.S., the use of a single zip code as a rating territory for
motor vehicle insurance rates is deemed unfairly discriminatory and is thus prohibited.

Premium Discounts for Motor Vehicle Insurance

Section 627.0653, F.S., sets forth motor vehicle insurance discounts that insurers must offer for
specified motor vehicle equipment. Insurers are required to provide a premium discount for
liability, personal injury protection (PIP), and collision coverages if the insured vehicle is
equipped with factory-installed, four-wheel antilock brakes. A premium discount on
comprehensive coverage must be provided for an antitheft device or vehicle recovery system that
is factory installed or approved by the OIR. Discounts must be provided on PIP and medical
payments coverage if a vehicle has one or more factory installed airbags. The statute also allows,
but does not require, insurers to provide a discount on comprehensive coverage for permanent
etching of the vehicle identification number on all windows of the vehicle. Section 627.0652,
F.S., requires insurers to provide a discount to insureds age 55 years or older who successfully
complete a motor vehicle accident prevention course approved by the Department of Highway
Safety and Motor Vehicles.

Workers’ Compensation Retrospective Rating Plans

Florida law requires every workers’ compensation insurer to file with the OIR its rates and
classifications that the insurer proposes to use.®® Section 627.072, F.S., prescribes factors used in
the determination of rates. Section 627.091(1), F.S., requires every insurer to file with the OIR
every manual of classifications, rules, and rates, and every rating plan, which it proposes to use.
Rate filings for workers’ compensation are subject to approval by the OIR before they become
effective. The standard for approving insurance rates in Florida and most states is that the rate
may not be excessive, inadequate, or unfairly discriminatory.3*

Current Florida law and the rating plans approved by OIR allow for various ways for insurers to
compete in the market by varying or adjusting premiums, including retrospective (retro) rating
plans that adjust the premium at the end of the policy period to reflect the actual loss experience
of the employer. In a retro rating plan, the insurer and employer agree that the final premium
paid will be based upon losses actually incurred in the policy period. The insurer and employer
negotiate on certain expenses, charges, taxes, and assessments, based upon minimum and
maximum premiums. Retrospective rating has been a component of workers’ compensation

33 Section 627. 091(4), F.S., allows an insurer to satisfy this obligation by becoming a member of a licensed rating
organization, which makes such filings on its behalf. The law expressly provides that an insurer is not required to be a
member of any rating organization, but all workers’ compensation insurers in Florida have chosen to do so. Currently, all
workers’ compensation insurers are members of the National Council on Compensation Insurance.

34 Section 627.062, F.S.
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rating for over 50 years in Florida and nationwide. The National Council on Compensation
Insurance (NCCI) has filed actuarially sound rating plans.

In 1991, the NCCI filed the Large Risk Alternative Rating Option (LRARO) in Florida. The
LRARO was described as providing greater flexibility of negotiation between an insurer and
employer for risks with over $1,000,000 in standard premium.” In 1991, the Department of
Insurance (predecessor of the Office of Insurance Regulation) disapproved the use of the
LRARO on the basis that it did not comply with s. 627.091(1), F.S., and that the LRARO was
not a rating plan but an agreement to use any factors acceptable to both parties.®® Subsequently,
in 1993, an insurer filed its own version of the LRARO and the Department of Insurance
disapproved it. The rejection of the plan was primarily on the basis that the use of the LRARO
would not allow agency oversight as to the determination of premiums since it proposed to allow
the insurer and prospective insureds to agree unilaterally on the components to be used in the
rating process.® The insurer appealed the disapproval to the Division of Administrative Hearings
(DOAH) and DOAH found that the Department of Insurance was justified in disapproving the
plan.

Currently, the LRARO plans are available in the majority of the states. However, Alaska,
Arkansas, Florida, and Nebraska do not allow its use.3” The NCCI retro plan rule, which does not
apply in Florida, provides that an insured is eligible for the LRARO if the estimated standard
premium individually or in any combination with any other commercial casualty lines of
insurance exceeds an annual standard premium eligibility threshold of $500,000 for the term of a
retrospective rating plan. The following table provides examples of states with different annual
standard premium eligibility thresholds for LRARO.3®

LRARO Premium Eligibility Threshold
State Annual Standard Premium
Arizona $250,000
Kansas $1,000,000
Minnesota $250,000
Nevada $250,000
New
Hampshire $250,000
North
Carolina $250,000

% See Liberty Mutual Insurance Company, et. al., v. State of Florida, Department of Insurance, Case No. 94-0892 (Fla.
DOAH 1994).

%1d.

37 E-mail from Lori Lovgren, NCCI (Mar. 4, 2014) (on file with Senate Committee on Banking and Insurance).

®1d.
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Refunds to Insureds from the Workers’ Compensation Joint Underwriting Association

The Florida Workers’ Compensation Joint Underwriting Association (FWCJUA)®* is the market
of last resort for workers’ compensation and employers’ liability coverage. Only employers that
cannot find coverage in the voluntary market are eligible for coverage in the FWCJUA. At the
end of October 2013, the FWCJUA had 1,636 policies with corresponding premiums of $29.4
million.*°

The FWCJUA has a three-tier rating plan. As a brief overview, Tier 1 is for employers with good
loss experience; Tier 2 is for employers with moderate loss experience and non-rated new
employers; and Tier 3 is for employers not eligible for Tiers 1 or 2.4 As of January 1, 2014, the
premium for Tier 1 is five percent above voluntary rates, Tier 2 is 20 percent above voluntary
rates, and Tier 3*2 is 75 percent above voluntary rates. Additionally, all three tiers have a flat
surcharge of $475. Tier 3 policies are also subject to assessment if premiums are not sufficient to
cover losses and expenses.

Misrepresentations on Insurance Applications and Cancellation of Insurance Policies

Section 627.409, F.S., provides recovery under an insurance policy may be prevented if a
misrepresentation, omission, concealment of fact, or incorrect statement on an application for
insurance (1) is fraudulent or is material either to the acceptance of the risk or to the hazard
assumed by the insurer or (2) if the true facts had been known to the insurer, the insurer would
not have issued the policy, would not have issued it at the same premium rate, would not have
issued a policy in as large an amount, or would not have provided coverage with respect to the
hazard resulting in the loss. If an insurer discovers a misrepresentation or omission after issuing
the policy, it may deny coverage after a claim is made. In Nationwide Mutual Fire Insurance
Company v. Kramer,*® an insurer refused to pay a claim for a stolen automobile because the
insureds did not disclose a previous bankruptcy filing. In Kieser v. Old Line Insurance Company
of America,* an insurance company refused to pay a life insurance policy because the insured
failed to disclose certain health conditions and failed to disclose that he was shopping for other
life insurance policies. In Universal Property and Casualty Insurance Company v. Johnson,* an
insurance company refused to pay a property insurance claim because the insureds failed to
disclose prior criminal history. A misrepresentation from or an omission in an insurance
application need not be intentional in order for the insurance company to deny recovery.*

Section 627.4133(2), F.S., requires notice to the insured before an insurer can cancel, nonrenew,
or terminate any personal lines or commercial residential property insurance policy. The timing

39 The Florida Workers’ Compensation Insurance Plan (FWCIP) was the residual market for Florida until the FWCJUA was
created on January 1, 1994.

40 See “2013 Workers” Compensation Annual Report,” Florida Office of Insurance Regulation (December 31, 2013).
Available at: http://www.floir.com/search/search.aspx#2013 workers compensation annual report (Last accessed March 21,
2014).

4L For further specifics, see the FWCJUA’s website: http://www.fwcjua.com/.

“2In addition, an Assigned Risk Adjustment Program (ARAP) surcharge applies for Tier 3.

43725 S0.2d 1141 (Fla. 2¢ DCA 1998).

4712 S0.2d 1261 (Fla. 1% DCA 1998).

45114 S0.3d 1031 (Fla. 1% DCA 2013).

46 Universal Property and Casualty Insurance Company, 114 So.3d at 1035.
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of the notice ranges from ten days for nonpayment of premium to 120 days for certain
policyholders.*” After the policy has been in effect for 90 days, such a policy cannot be canceled
unless there has been a material misstatement, a nonpayment of premium, a failure to comply
with underwriting requirements within 90 days after the date of effectuation of coverage, or a
substantial change in the risk covered by the policy.*® According to the DFS, there are instances
of insurance companies reviewing a policyholder’s application for insurance after a claim has
been filed and denying coverage based on misrepresentations about credit history.*®

Notice of Cancellation or Nonrenewal

The requirements for an insurer to give notice of cancelling or nonrenewing a residential
property insurance policy are contained in s. 627.4133(2), F.S. The specific notice depends on
the particular circumstances of the policy being nonrenewed, as follows:

e Generally, an insurer must give the insured 100 days written notice of nonrenewal or
cancellation;

e For any nonrenewal or cancellation that would be effective between June 1 and November 30
(hurricane season), an insurer must give notice by June 1, or 100 days, whichever is earlier;

e If the nonrenewal or cancellation would be effective between June 1 and November 30, but
the reason is a revision in sinkhole coverage, the insurer must give the insured 100 days
written notice of nonrenewal;

e If the nonrenewal or cancellation would be effective between June 1 and November 30, but
the policy is to be nonrenewed by Citizens pursuant to an approved assumption plan by an
authorized insurer, Citizens must give the insured 45 days written notice of nonrenewal;

e |f the insured structure has been insured by the insurer or an affiliate for at least five years,
the insurer must give 120 days’ notice of nonrenewal or cancellation;

e If the cancellation is for nonpayment of premium, the insurer must give 10 days’ notice of
cancellation accompanied by the reason for the cancellation;

e If the OIR finds that the early cancellation is necessary to protect the best interests of the
public or policyholders, the insurer must give the insured 45 days’ written notice of
cancellation or nonrenewal,

e If apolicy covers both home and motor vehicle, the insurer must give the insured 100 days
written notice of nonrenewal.

Required Disclosures by Liability Insurers

Under current law, a liability insurer must provide to a claimant a statement containing the

following information within 30 days of a written request by the claimant:

e The name of the insurer;

e The name of each insured;

e The limits of the liability coverage;

e A statement of any policy or coverage defense which such insurer reasonably believes is
available to the such insurer at the time of filing such statement; and

47 See s. 627.4133(2), F.S.

48 1d.

49 See Department of Financial Services, Senate Bill 708 Analysis (February 4, 2014)(on file with the Committee on Banking
and Insurance).
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e A copy of the policy.

Further, the above statement must be under oath by a corporate officer or the insurer’s claims
manager or superintendent.

Delivery of Insurance Policies Electronically

Section 627.421, F.S., requires every insurance policy®® to be mailed or delivered to the insured
(policyholder) within 60 days after the insurance takes effect. Insurance policies are typically
only delivered when the policy is issued and are not delivered each time the policy is renewed.
The Federal Electronic Signatures in Global and National Commerce Act (E-SIGN) applies to
electronic transactions involving interstate commerce.®® Insurance is specifically included in E-
SIGN.>? E-SIGN provides contracts formed using electronic signatures on electronic records will
not be denied legal effect only because they are electronic. However, E-SIGN requires consumer
disclosure and consent to electronic records in certain instances before electronic records will be
given legal effect. Under E-SIGN, if a statute requires information to be provided or made
available to a consumer in writing, the use of an electronic record to provide or make the
information available to the consumer will satisfy the statute’s requirement of writing if the
consumer affirmatively consents to use of an electronic record. The consumer must also be
provided with a statement notifying the consumer of the right to have the electronic information
made available in a paper format and of the right to withdraw consent to electronic records,
among other notifications.

In addition, s. 668.50, F.S., Florida’s Uniform Electronic Transaction Act (UETA), is similar to
the federal E-SIGN law. The UETA specifically applies to insurance and provides a requirement
in statute that information that must be delivered in writing to another person can be satisfied by
delivering the information electronically if the parties have agreed to conduct a transaction by
electronic means.

In 2013, legislation® was enacted allowing all insurance policies to be electronically transmitted
to the policyholder. The legislation also contained specific electronic delivery parameters for
insurance covering commercial risks.

Change of Policy Terms in Insurance Policies

An insurer must give the policyholder written Notice of Change in Policy Terms with the policy
renewal notice to make a change in the terms of a property and casualty insurance contract.
Additionally, the notice must comply with current law, which requires insurers to give notice of
renewal 45 days prior to the renewal date.>* A policyholder is deemed to accept the policy term
change if the renewal premium is paid. If the insurer does not provide the Notice of Change in
Policy Terms to the policyholder, the terms of the insurance policy are not changed.

%05, 627.402, F.S., defines policy to include endorsements, riders, and clauses. Reinsurance, wet marine and transportation insurance, title
insurance, and credit life or credit disability insurance policies do not have to be mailed or delivered. (see s. 627.401, F.S.)

51 Section 101, Electronic Signatures in Global and National Commerce Act, Pub. L. no. 106-229, 114 Stat 464 (2000). Many of the
provisions of E-SIGN took effective October 1, 2000.

52 Id.

53 Ch. 2013-190, L.O.F.

54s.627.43141, F.S.
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Mitigation Discount Verification for Citizens Property Insurance Corporation

Since 2003, insurers have been required to provide mitigation credits, discounts, other rate
differentials, or reductions in deductibles (mitigation discounts) to reduce residential property
insurance premiums for properties with mitigation features.>® Section 627.711, F.S., requires
insurers to clearly notify an applicant or policyholder of a personal lines residential property
insurance policy of the availability and range of each premium discount, credit, other rate
differential, or reduction in deductibles, for wind mitigation. The notice must be provided when
the policy is issued and renewed.

Typically, policyholders are responsible for substantiating to their insurers that the insured
property has mitigation features. Policyholders submit a completed uniform mitigation
verification inspection form to the insurer to substantiate mitigation features. Insurers must
accept mitigation forms prepared by home inspectors, building code inspectors, contractors,
engineers, and architects and may accept forms prepared by persons determined to be qualified
by the insurer to prepare the form.

Insurers can require mitigation forms provided to the insurer by mitigation inspectors or
mitigation inspection companies be independently verified for quality assurance purposes before
accepting the mitigation form as valid. The insurer must pay for the independent verification.*®
At their expense, insurers can also independently verify, for quality assurance purposes,
mitigation forms submitted by policyholders or insurance agents.

Personal Injury Protection Insurance (PIP)

In 2012, the Legislature enacted HB 119,°” making substantial changes to laws applying to
Florida’s PIP requirements. Among numerous other changes, the bill amended

s. 627.736(5)(a)2., F.S., by establishing the date on which changes to the Medicare fee schedule
or payment limitation are effective. The new provision states, in part:

[T]he applicable fee schedule or payment limitation under Medicare is the fee schedule or
payment limitation in effect on March 1 of the year in which the services, supplies, or
care is rendered...and the applicable fee schedule or payment limitation applies
throughout the remainder of that year....

The above language created uncertainty as to whether the Medicare fee schedule in place on
March 1st applied just to the end of the calendar year or applied through the end of February of
the following year. On November 6, 2012, the OIR issued Informational Memorandum
OIR-12-06M,® stating that the plain language of the section requires the fee schedule in place on
March 1, to apply throughout the following 365 days, or until March 1, of the following year.

%55, 627.0629(1)(a), F.S. Mitigation features are construction techniques used or items purchased and installed by a property owner to
protect a structure against windstorm damage and loss. (e.g., hurricane shutters, hip roof, specified roof covering).

%5, 627.711(8), F.S.

5 Ch. 2012-151, L.O.F.

%8 Available at http://www.floir.com/Sections/PandC/ProductReview/P1PInfo.aspx. Last visited March 16, 2013.
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Preinsurance Inspection of Private Passenger Motor Vehicles

Section 627.744, F.S., requires preinsurance inspections of private passenger motor vehicles, but
lists various exemptions, including for new, used motor vehicles “purchased” from a licensed
motor vehicle dealer or leasing company when the insurer is provided with the bill of sale,
buyer’s order, or copy of the title and certain other documentation. Despite the exemptions, an
insurer may require a preinsurance inspection of any motor vehicle as a condition of issuance of
physical damage coverage. Applicants for insurance may be required to pay the cost of the
preinsurance inspection, not to exceed five dollars.

Title Insurance

In Florida, title insurers operate on a monoline basis, meaning that the insurer can only transact
title insurance and cannot transact any other type of insurance. Pursuant to s. 627.782, F.S., the
Financial Services Commission (FSC) is mandated to adopt a rule specifying the premium to be
charged by title insurers for the respective types of title insurance contracts and, for policies
issued through agents or agencies, the percentage of such premium required to be retained by the
title insurer, which shall not be less than 30 percent. The FSC must review the premium not less
than once every three years. Title insurers and title insurance agencies are required to submit to
the Office of Insurance Regulation (OIR), on or before March 31st of each year, revenue, loss,
and expense data for the most recently concluded year that are determined necessary to assist in
the analysis of premium rates, title search costs, and the condition of the Florida title insurance
industry.

Model Holding Company Act and Regulations

For years, the OIR’s financial oversight authority has included a review of transactions among
affiliates and members of insurance holding companies by adopting the National Association of
Insurance Commissioners’ (NAIC) Model Insurance Holding Company Act.

In response to the recent financial crisis, the NAIC’s Solvency Modernization Initiative (SMI)>®
studied key group supervision issues for insurance holding company systems. In light of the
2008 liquidity crisis and collapse of American International Group, Inc., the SMI’s efforts
focused on the risks and activities of non-insurance entities within insurance holding companies,
concluded there was a corresponding regulatory need to obtain affiliates’ financial information,
such as enterprise risk. The NAIC model act defines “enterprise risk™ as:

[A]ny activity, circumstance, event, or series of events involving one or more affiliates of
an insurer that, if not remedied promptly, is likely to have a material adverse effect upon
the financial condition or liquidity of the insurer of its insurance company as a whole,
including, but not limited to, anything that would cause the insurer’s risk-based capital as
set forth in [state requirement] or would cause the insurer to be in a hazardous financial
condition.°

% NAIC Solvency Modernization Initiative (last viewed February 3, 2014), at http://www.naic.org/index_smi.htm
80 Section 1(F) of the NAIC Model Insurance Holding Company System Regulatory Act.
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As a result, the NAIC adopted revisions to its Model Insurance Holding Company System

Regulatory Act and Regulations in December 2010, which states must adopt as an accreditation

component. These revisions include:

e Expansions to regulators’ ability to evaluate any entity within an insurance holding company
system;

e Enhancements to the regulator’s rights to access books and records and to compel production
of information;

e Establishment of expectation of funding with regard to regulator participation in supervisory
colleges;

e Enhancements in corporate governance, such as board of directors and senior management
responsibilities;

e The inclusion of financial statements as part of an affiliate’s registration requirements; and

e Enterprise risk reporting requirements.

Currently, s. 628.461, F.S., provides that a person or affiliated person®! must file a letter of
notification and a statement for the OIR’s approval before concluding a tender offer to acquire
five percent or more of a domestic stock insurer or of a controlling company. The statute also
sets forth the information required to be disclosed in the statement, which includes criminal and
regulatory history information. Alternatively, a party acquiring less than 10 percent of the
outstanding voting securities of an insurer may file a disclaimer of affiliation of control, and such
disclaimer must fully disclose all material relationships and affiliation with the insurer, as well as
the reason for such disclaimer (this disclaimer is mandatory for acquisitions of more than

10 percent).

During the pendency of the OIR’s review of an acquisition filing, the insurer is not permitted to
make a “material change” to its operation or management, unless the OIR has approved or been
notified, respectively. A “material change” consists of a disposal or obligation of five percent or
more of the insurer’s capital and surplus, or a change in management involving a person who has
the authority to dispose or obligate five percent of the insurer’s capital and surplus.

Service Warranty Associations

A service warranty is generally defined as a contract to perform the repair or replacement of a
consumer product for failure due to a defect.5? A service warranty association is defined as any
person, other than an authorized insurer, issuing service warranties.®

Section 634.406, F.S., establishes the financial requirements, ratios, and limitations on service
warranty associations. A service warranty association can allow its premiums to exceed the ratio
to net assets limitations of s. 634.406, F.S., only if the association meets all of the following:

e Maintains net assets of at least $750,000.

e Utilizes a contractual liability insurance policy approved by the office which:

81 Currently, “affiliated person” is defined in s. 628.461(12)(a), F.S., to include spouses, parents and lineal descendants, and
persons affiliated through 5 percent ownership, common control, or management.

623, 634.401(13), F.S.

83 S, 634.401(14), F.S.
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o Reimburses the service warranty association for 100 percent of its claims liability and is
issued by an insurer that maintains a policyholder surplus of at least $100 million; or

o Complies with the requirements of subsection (3)%* and is issued by an insurer that
maintains a policyholder surplus of at least $200 million.

e The insurer issuing the contractual liability insurance policy:

o Maintains a policyholder surplus of at least $100 million.

o Israted “A” or higher by A.M. Best Company or an equivalent rating by another national
rating service acceptable to the OIR.

o Isin no way affiliated with the warranty association.

o Provides a statement certifying the gross written premiums is covered under the
contractual liability policy, whether or not it has been reported.

The statute further requires that a contractual liability policy must insure 100 percent of an
association’s claims exposure under all of the association’s service warranty contracts, unless
numerous specified conditions are met.

Il. Effect of Proposed Changes:
Unaffiliated Agents (Sections 2, 3, 8, and 42)

According to the DFS, some insurance agents act as advisors to clients for a fee. These agents
provide advice and recommendations regarding, among other things, insurance products but do
not sell the products. Section 3 defines in s. 626.015(18), F.S., a new type of insurance agent, an
unaffiliated insurance agent, and Section 8 specifies the scope of the license in s. 626.311, F.S.
This agent acts as an independent consultant in the business of analyzing or abstracting insurance
policies, providing insurance advice or counseling, or making specific recommendations or
comparisons of insurance products for a fee established in advance by a written contract signed
by the parties. This bill defines this type of agent as a licensed insurance agent, except a limited
lines agent, who is not appointed by or affiliated with any insurer, but is self-appointed. This bill
prohibits an unaffiliated insurance agent from holding an appointment from an insurer, from
transacting an insurance contract for an insurer, and from interfering with commissions from an
appointed insurance agent. Unaffiliated insurance agents may continue to receive commissions
on sales made before the date of appointment as an unaffiliated insurance agent as long as the
agent discloses the receipt of commissions to the client when making recommendations or
evaluating products of the entity from which commissions are received.

84 Subsection (3) of s. 634.406, F.S., states that a warranty association need not establish an unearned premium reserve if it
purchases contractual liability insurance that covers 100 percent of its claims liability from an authorized insurer. The terms
of the policy must contain the following (a) state the insurer will pay losses and unearned premium refunds directly to a
person making a claim under the warranty association contract in the event the services warranty association does not do so;
(b) the insurer must assume full responsibility for administering claims if the warranty association cannot do so; (c) 60 days
written notice must be given to the OIR prior to policy cancellation; (d) the policy must insure all service warranty contracts
issued while the policy was in effect whether or not the premium has been remitted to the insurer; () If the insurer is
fulfilling the service warranty covered by the policy and the service warranty holder cancels the warranty, the insurer must
fully refund unearned premium, subject to a cancellation fee under s. 634.414, F.S.; and (f) a warranty association may not
use an unearned premium reserve and contractual liability insurance policy simultaneously. However, the warranty
association may have contractual liability coverage on service warranties previously sold and sell new service warranties
covered by the unearned premium reserve, and the converse. The warranty association must be able to distinguish how each
individual service warranty is covered.
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The unaffiliated agent is not appointed by an insurer to sell insurance products. This can lead to a
situation where an agent’s license expires because the agent is not appointed during a four-year
period.®® This bill allows an unaffiliated agent to appoint himself or herself. Section 2 amends

s. 624.501, F.S., to require unaffiliated insurance agents to pay the same agent appointment fees
required under current law for agents appointed by insurers.

Section 42 creates s. 627.4553, F.S., to require insurance agents, insurers, or persons performing
insurance agent activities under an exemption from licensure, who recommend that a consumer
surrender an annuity or life insurance policy with a cash value, but who do not recommend that
another such policy be purchased with the proceeds from the surrender, to provide the consumer
with information relating to the product to be surrendered before execution of the surrender. The
information must include that the amount of any surrender charge, tax consequences resulting
from the transaction, and forfeited death benefit. The consumer must also be informed about the
loss of any minimum interest rate guarantees and the value of any other investment performance
guarantees that will be forfeited as a result of the transaction. This bill requires the DFS to adopt
rules and forms so the required information can be provided.

Agent in Charge and Branch Agencies (Sections 4, 13, and 14)

Effective January 1, 2015, Section 4 creates s. 626.0428(4), F.S., which defines an agent in
charge as the licensed and appointed agent responsible for the supervision of all individuals
within an insurance agency location. Each business location established by an agent or insurance
agency must be in the active full-time charge of a licensed and appointed agent holding the
required licenses for the lines of insurance transacted at the location. The agent in charge of an
insurance agency may be the agent in charge of additional branch locations if: (1) insurance
activities requiring licensure as an insurance agent do not occur at the locations when an agent is
not physically present, and (2) unlicensed employees at the locations do not engage in insurance
activities that require licensure as an insurance agent or customer representative.

This bill requires each insurance agency and branch office to designate an agent in charge and to
file the agent’s name, license number, and physical address of the insurance agency location with
the DFS at the DFS website. A change of the designated agent in charge must be reported to the
DFS within 30 days, and becomes effective upon notification to the DFS.

This bill provides that an insurance agency location is precluded from conducting the business of
insurance unless an agent in charge is designated by and providing services to the agency at all
times. When the agent in charge ends his or her affiliation with the agency, the agency must
designate another agent in charge within 30 days. If the agency fails to make such designation
within 90 days after the designated agent has ended his or her affiliation with the agency, the
agency license automatically expires 91 days after the designated agent ended his or her
affiliation with the agency.

This bill provides that an agent in charge of an insurance agency is accountable for the wrongful
acts, misconduct or violations committed by the licensee or agent or by any person under her or

55 Phone interview with DFS staff.
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his supervision acting on behalf of the agency. However, the agent in charge is not criminally
liable for the misconduct unless she or he personally committed the act or knew or should have
known of the acts and of the facts that constitute the violation.

Section 13 repeals s. 626.747, F.S., relating to branch agencies, effective January 1, 2015. The
section is incorporated and expanded in the new s. 624.0428(4), F.S.

Section 14 amends, s. 626.8411(1)(b), F.S., correcting a cross reference to properly cite the new
branch agency requirements created by Section 7.

Not-For-Profit Self-Insurance Funds

Section 1 amends s. 624.4625(1)(b), F.S., to permit a publicly supported organization, as
evidenced by the participating member’s most recently filed Internal Revenue Service Form 990
or 990-EZ, Schedule A, to participate as a member of a not-for-profit self-insurance fund. This
option is in addition to current law which provides that each member receive at least 75 percent
of its revenues from local, state, or federal government sources.

Insurance Agency Licensing and Registration (Sections 5 and 6)

Section 5 amends s. 626.112, F.S., prohibiting the DFS from issuing limited customer service
licenses, effective October 1, 2014.

Section 6 also amends s. 626.112, F.S., eliminating the insurance agency licensing requirement
for agencies that are owned and operated by a single licensed agent who conducts business in her
or his own name and does not employ or use other insurance licensees, effective January 1, 2015.

The bill provides that a branch place of business established by a licensed agency is considered a
branch agency.®® A branch agency is not required to be licensed if it: (1) transacts business under
the same name and federal tax identification number as the licensed agency and has designated
with the DFS a licensed agent in charge of the branch location; and (2) has submitted to the DFS
for inclusion in the licensing record of the licensed agency the address and telephone number of
the branch location within 30 days after insurance transactions began at the branch location.

This bill no longer allows certain insurance agencies to obtain a registration in lieu of a license
and makes conforming changes due to this repeal. This bill converts all agency registrations to
licenses effective October 1, 2015. Effective January 1, 2015, the bill also eliminates the three-
year expiration of an agency license. Thus, an agency license will continue in force until
canceled, suspended, revoked, or until it is otherwise terminated or it expires by operation of
law.

Section 7 amends s. 626.172, F.S., allowing an owner, partner, officer, director, president, senior
vice president, secretary, treasurer, and limited liability company member who directs or
participates in the management and control of the agency, to complete and sign an insurance

% This bill further provides that a license issued to a business entity that offers motor vehicles for rent encompasses each
employee or authorized representative at a designated branch.
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agency application. This bill also allows a third party to complete, submit, and sign an agency
license application on the agency’s behalf. However, the agency is responsible for ensuring that
the information provided by the third party is true and correct and is accountable for any
misstatements or misrepresentations.

This bill also requires additional information relating to an agency or branch agency to be
provided on the agency license application. Such additional information includes the name,
address, and e-mail address of the agency’s registered agent or person authorized to accept
service on the agency’s behalf, the physical address of the branch location, including its name, e-
mail address, and telephone number, the date that the branch office began transacting insurance,
and the fingerprints of each individual required to be listed in the agency application.

Motor Vehicle Retail Insurance License

Section 9 amends s. 626.321(1), F.S., changing the limited license statute for motor vehicle
rental insurance. Under current law, a limited license to sell motor vehicle rental insurance can
be issued to a business that offers motor vehicles for rent or lease. A license issued to a rental
business covers each office, branch office, or place of business associated with the rental
business. The bill expands this coverage to include each employee working at the rental business.
Thus, all employees would be covered by the rental business’ license to sell rental insurance.
According to DFS, the agency interprets the current law relating to rental insurance licensing to
mean the license for the rental company business covers each branch office and each employee
working at the rental business. Thus, the change made by the bill is clarifying and is consistent
with the application of the current law by the DFS.

Continuation of Insurance Agency Licensure

Section 10 amends s. 626.382, F.S., to allow an insurance agency license to continue in force
until it is cancelled, suspended, revoked, terminated, or expires by operation of law. Under
current law, the license is issued for a three-year period and may be renewed.

Mediators, Navigators, and Neutral Evaluators (Sections 11, 43, 45, 46, 47, and 51)

Section 11 amends s. 626.601, F.S., to authorize the Department of Financial Services to inquire
into alleged improper conduct of mediators, neutral evaluators, and navigators and subsequently
initiate and conduct an investigation if reasonable cause exists of an insurance code violation.

Section 43 amends s. 627.7015(4)(b), F.S., to specify that the requirements for qualification as a
mediator of liability claims under s. 627.745, F.S., are also the standards that the DFS applies for
denial of application, suspension, revocation, and other penalties for mediators who participate in
the DFS property insurance mediation program.

Section 45 amends s. 627.706(2)(c), F.S., to specify that a sinkhole neutral evaluator is a person
who is not otherwise ineligible for certification as a neutral evaluator under s. 627.7074, F.S.

Sections 46 and 51 amend s. 627.7074, F.S., and s. 627.745, F.S., to require the DFS to deny an
application or revoke its approval of a mediator or neutral evaluator for any of the following:
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e Lack of one or more of the qualifications required for approval or certification.

e Material misstatement, misrepresentation, or fraud in obtaining or attempting to obtain
approval or certification.

e Demonstrated lack of fitness or trustworthiness to act as a mediator or neutral evaluator.

e Fraudulent or dishonest practices in the conduct of mediation or neutral evaluation or in
conducting business in the financial services industry.

e Violation of any provision of the Florida Insurance Code; a lawful order or rule of the DFS;
or aiding, instructing, or encouraging another party to commit such a violation.

The bill grants rulemaking authority to administer these requirements.

Section 51 also changes the requirements for qualifying as a mediator under the motor vehicle
insurance claim mediation program for personal injury claims of $10,000 or less, or for property
damage claims of any amount. Under the bill, a mediator must possess an active certification as a
Florida Circuit Court Mediator or be an appointed department mediator as of July 1, 2014, who
has conducted at least one mediation on behalf of the DFS within four years prior to that date.
This provision essentially grandfathers in current and active mediators so they can continue, even
if they are not certified as a Florida Circuit Court Mediator. The bill eliminates the 40-hour
mediation training program and test that all mediators currently must complete in order to be
approved as a mediator under the program. In order to become certified as a Florida Circuit
Court Mediator, one must fulfil education requirements set by the Florida Supreme Court,
complete a mediation training program certified by the Florida Supreme Court, and observe and
conduct mediations under the supervision of a certified mediator.®’

Section 12 amends s. 626.621, F.S., to allow the DFS to deny an application for, suspend,
revoke, or refuse to renew or continue a license or appointment of an agent, adjuster, customer
representative, service representative, or managing general agent who directly or indirectly
accepts any compensation, inducement, or reward from an inspector or inspection company for
referring the owner of the property to the inspector or inspection company.

Insurance Company Adjusters — Notice Requirement

Section 15 repeals s. 626.854(16), F.S., which currently requires insurance company employee
adjusters, independent adjusters, attorneys, investigators, or other persons acting on behalf of an
insurer to provide at least 48 hours’ notice to the insured, claimant, public adjuster, or legal
representative before scheduling a meeting with the claimant or an onsite inspection of the
insured property. A prohibition on public adjusters contacting or contracting with insureds and
claimants within 48 hours of a loss in s. 626.854(6), F.S., was ruled unconstitutional by the
Florida Supreme Court in 2012.

Insurance Administrators — Certificate of Authority Requirements

Section 16 amends s. 626.8805, F.S., changing the information that must be filed with the OIR
or made available for OIR inspection as part of an application for a certificate of authority to act
as an insurance administrator. The bill requires the applicant to provide the names, addresses,

57 See http://www.flcourts.org/core/fileparse.php/283/urlt/HowToBecomeMediator.pdf (last accessed February 7, 2014).
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official positions, and professional qualifications of individuals who are employed or retained by
the administrator and who are responsible for the conduct of the affairs of the administrator.
Current law contains a broader standard, requiring information of any person who exercises
control or influence over the affairs of the administrator.

Insurance Administrators — Oversight Responsibilities of Insurers

Sections 17-20 amend ss. 626.8817, 626.882, 626.883, and 626.884, F.S., to allow an insurer
who uses the services of an administrator to contract with a qualified third party to conduct the
required semiannual review of an administrator that administers benefits for more than 100
certificateholders on behalf of the insurer.

The bill also specifies that the written agreement between an insurer and an administrator that
details the responsibilities of the insurer and administrator specifies the rights, duties, and
obligations of the administrator and insurer. Any restrictions regarding the proprietary rights of
the insurer and administrator related to continuing access to books and records maintained by the
administrator are governed by the written agreement between the parties required under

s. 626.8817, F.S.

Insurance Administrators — Annual Financial Statement

Section 21 amends s. 626.89, F.S., to change to April 1 date by which an administrator must file
an annual financial statement with the OIR. The bill also allows the financial statement to cover
the previous fiscal year, rather than a calendar year, if the administrator’s accounting is on a
fiscal year basis.

Repeal of Surplus Lines Agent Affidavit Requirement

Section 22 amends s. 626.931, F.S., to eliminate the requirement that each surplus lines agent
must, on or before the 45™ day following each calendar quarter, file with the Florida Surplus
Lines Service Office (FSLSO) an affidavit stating that all surplus lines insurance he or she
transacted during that calendar year has been submitted to the FSLSO and that includes efforts
made to place coverage with authorized insurers and the results of those efforts. However,
surplus lines agents must still file a copy of information on each surplus lines transaction with
the FSLSO in accordance with the FSLSO’s plan of operation.

Sections 23-25 amend ss. 626.932, 626.935, and 626.936, F.S., to conform to the elimination of
the affidavit requirement in s. 626.89, F.S.

Insurance Discounts for Motor Vehicle Equipment

Section 30 amends s. 627.0653, F.S., to specify that the OIR, when reviewing a rate filing for
liability, personal injury protection, and collision coverages for motor vehicle insurance policies,
may approve a premium discount applicable to the rates for vehicles equipped with electronic
vehicle crash avoidance technology that is factory installed or a retrofitted system that complies
with the National Highway Traffic Safety Administration standards.
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Use of Hurricane Models in Rate Filings

Section 27 amends s. 627.062, F.S., to specify that the Office of Insurance Regulation, when
reviewing a rate filing, must consider projections of hurricane losses estimated using a straight
average of model results or output ranges independently found acceptable or reliable by the
Florida Commission on Hurricane Loss Projection Methodology, and as further provided in

s. 627.0628, F.S.%8

Section 28 amends s. 627.0628, F.S., to increase from 60 days to 180 days the time an insurer is
not required to use the newest version of a model approved by the Commission on Hurricane
Loss Projection Methodology. This section also specifies that an insurer is not prohibited from
using a straight average of model results or output ranges or using straight averages in a rate
filing.

Motor Vehicle Insurance Rating

Section 31 amends s. 627.072, F.S., to permit new motor vehicle insurance rating programs or
changes to existing programs that result in at least a single zip code as a rating territory for motor
vehicle insurance rates. The bill will allow the use of such territories that are filed with the OIR
if the territory incorporates sufficient loss data to be actuarially measurable and credible. The
OIR would determine if the rates for such territories are excessive, inadequate, or unfairly
discriminatory. Current law prohibits the use of a single zip code as a rating territory as being
unfairly discriminatory.

Workers’ Compensation Retrospective Rating Plans

Section 31 amends s. 627.0651, F.S., allowing an insurer and employer to negotiate the
retrospective plan rating factors that can be used for calculating the premium when the employer
has multistate exposure and an annual estimated countrywide standard premium of $750,000 or
more for workers’ compensation.

Section 32 requires the OIR, in consultation with the National Council on Compensation
Insurance, to prepare a report analyzing the use of the negotiated workers’ compensation
premium provisions within retrospective rating plans. The report must be delivered by
November 1, 2014, to the President of the Senate and the Speaker of the House of
Representatives.

Section 33 provides a technical conforming cross reference in s. 627.281, F.S.

88 Section 627.0628, F.S., tasks the Florida Commission on Hurricane Loss Projection Methodology with considering
actuarial methods, principles, standards, models, or output ranges that have the potential for improving the accuracy or
reliability of hurricane loss projections used in rate filing and probable maximum loss levels. Insurers are prohibited from
using in a rate filing a modified or adjusted model, actuarial method, principle, standard, or output range that the commission
has found accurate or reliable.
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Florida Workers’ Compensation Joint Underwriting Association (FWCJUA) Dividend and
Premium Refunds

Section 34 amends s. 627.311(5)(h), F.S., authorizing the FWCJUA to retain for future use any
dividends that cannot be paid to former insureds of the FWCJUA for reasons set forth in the
declaration of the dividend. Currently, the FWCJUA reports the property®® and owner’s name,
last known address, and other information to the Department of Financial Services, Bureau of
Unclaimed Property. The owner can claim her or his property at no cost, any time, regardless of
the amount.”® The bill eliminates the ability of a person to recover unclaimed property that is left
in possession of the FWCJUA at any time in the future. The FWCJUA will not report unclaimed
property to the DFS and will ultimately use the unclaimed funds in its possession.

Repeal of Duplicative Citizens Property Insurance Corporation Report

Section 36 repeals 627.3519, F.S., because it requires a report that is duplicative of the report
required under s. 627.35191, F.S.

Misrepresentations on Insurance Applications and Cancellation of Insurance Policies

Section 37 amends s. 627.409, F.S. The bill provides that if a residential property insurance
policy or contract has been in effect for more than 90 days, a claim filed by the insured cannot be
denied based on credit information available in the public record. The bill does not change the
law relating to other types of insurance or other types of misrepresentations (such as a
misrepresentation regarding health or criminal history).

Section 38 amends s. 627.4133(2)(b), F.S., to provide that after a policy or contract has been in
effect for more than 90 days, the insurer may not cancel or terminate the policy or contract based
on credit information available in public records.

Residential Property Insurance Notice of Cancellation Requirements

Section 38 amends s. 627.4133(2)(b), F.S., to reduce to 120 days the advance written notice of
nonrenewal, cancellation, or termination an insurer must give the first-named insured of a
personal lines or commercial residential property insurance policy.

Section 35 provides a technical conforming cross reference in s. 627.3518, F.S.

Insurer Sworn Statement Detailing Liability Coverage and Alleged Defenses

Section 39 amends s. 627.4137, F.S., to authorize the licensed company adjuster of an insurer
that provides liability insurance coverage to provide the sworn statement required by current law
setting forth the name of the insurer, the name of each insured, the limits of liability coverage, a
statement of each policy defense the insurer reasonably believes is available, and a copy of the

8 Qver the past 5 years, the FWCJUA has reported unclaimed property totaling $279,499.06 to the DFS. The amount for
each year follows: $16,388.32 (2009); $87,813.27 (2010); $63,552.52 (2011); $73,631.27 (2012); $38,113.68 (2013).

0 See chap. 717, F.S., (the Florida Disposition of Unclaimed Property Act) and information on unclaimed property on the
website of the Florida Department of Financial Services: http://www.myfloridacfo.com.
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policy. Current law allows the sworn statement to be provided by only the insurer’s claims
manager or superintendent, or a corporate officer of the insurer.

Electronic Delivery of Personal Lines Insurance Policies

Section 40 amends s. 627.421, F.S., allowing insurers to deliver insurance policies by electronic
means in lieu of delivery by mail if the policyholder affirmatively elects electronic delivery. The
bill does not likely implicate E-SIGN or UETA because it requires the affirmative consent of the
policyholder before the electronic delivery of insurance policy documents.

Notice of Change in Policy Terms Delivered Separately from Notice of Renewal Premium

Section 41 amends s. 627.43141(2), F.S., to allow the Notice of Change in Policy Terms to be
sent separately from the Notice of Renewal Premium. If a separate notice is used, it must comply
with the nonrenewal mailing time requirement for that particular line of business. Insurers must
also provide or make available electronically the Notice of Change in Policy Terms to the
insured’s insurance agent before or at the same time the notice is given to the insured.

Information Required With the Surrender of Life Insurance or Annuity

Section 42 creates s. 627.4553, F.S., to require insurance agents, insurers, or persons performing
insurance agent activities under an exemption from licensure, who recommend that a consumer
surrender an annuity or life insurance policy with a cash value, but who do not recommend that
another such policy be purchased with the proceeds from the surrender, to provide the consumer
with information relating to the product to be surrendered before execution of the surrender. The
information must include that the amount of any surrender charge, tax consequences resulting
from the transaction, and forfeited death benefit. The consumer must also be informed about the
loss of any minimum interest rate guarantees and the value of any other investment performance
guarantees that will be forfeited as a result of the transaction. This bill requires the DFS to adopt
rules and forms so the required information can be provided.

Conflict of Interest Standards for Residential Property Insurance Appraisal Umpires

Section 44 creates s. 627.70151, F.S., to only allow a residential property insurer or policyholder

to challenge the impartiality of an appraisal umpire if:

e A familial relationship within the third degree exists between the umpire and a party or a
representative of a party;

e The umpire previously professionally represented a party or party representative in the same
or a substantially related matter;

e The umpire has represented another person in a professional capacity on the same claim or a
substantially related claim whose interests are materially adverse to the interests of any party;
or

e The umpire has been an employer or employee of a party within the preceding five years.
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Notice to Policyholder of Availability of Sinkhole Neutral Evaluation

Section 46 amends s. 627.7074(3), F.S., to limit the circumstances when an insurer must notify a
policyholder of the right to participate in neutral evaluation of a sinkhole claim. The insurer must
provide the notice only if there is sinkhole coverage on the damaged property and if the sinkhole
claim was submitted within the statute of limitations period which is two years after the
policyholder knew or reasonably should have known about the sinkhole loss. There are no
parameters under current law about notification of neutral evaluation. Thus, insurers are required
to notify a policyholder about neutral evaluation in cases where there is no sinkhole coverage or
when the sinkhole claim is untimely filed.

Section 47 amends s. 627.711(8), F.S., to provide an exception to the mitigation form
independent verification process for Citizens only. The bill does not allow independent
verification of mitigation discount forms submitted to Citizens if a quality assurance program
approved by Citizens reviewed and verified the form when it was submitted. In addition, Citizens
is not allowed to reinspect a property to confirm mitigation features if the mitigation form was
reviewed and verified by a quality assurance program approved by them.

Return of Motor Vehicle Insurance Premiums

Section 48 amends s. 627.7283, F.S., to allow the insurer to electronically transfer unearned
premium to a policyholder who cancels a motor vehicle insurance policy. The insurer may also
deliver the unearned premium by mail. Current law is retained requiring the insurer to refund the
unearned premium within 30 days of the later of the policy cancellation date or the date the
insurer receives notice of the cancellation.

Section 26 amends s. 626.9541(1)(q) , F.S., the unfair insurance practices act, to specify that
insurers and agents that utilize a credit card facility or seek to insure credit card holders may
provide refunds of unearned premium by mail or electronic transfer.

Personal Injury Protection Medical Fee Schedule Clarification

Section 49 amends s. 627.736(5)(a), F.S., to clarify that the Personal Injury Protection medical
fee schedule that is effective on March 1 of each year applies until the last day of the following
February.

Exemptions to the Preinsurance Inspection of Private Passenger Motor Vehicles

Section 50 amends s. 627.744, F.S., to exempt from preinsurance inspection new, unused motor
vehicles that are leased from a licensed motor vehicle dealer or leasing company, if the insurer is
provided with a lease agreement that contains a full description of the motor vehicle or a copy of
the registration and a copy of the window sticker. In addition, this section deletes the
preinsurance inspection exemption for new, unused motor vehicles purchased if the following
conditions apply:
e Ifthe bill of sale or buyer’s order contains a full description of all options and accessories, or
o If the dealer invoice showing the itemized options, equipment, and total retail price is
submitted as documentation.
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Title Insurance Data Submission to the OIR

Section 52 amends s. 627.782, F.S., to extend the date by which title insurers and title insurance
agencies must annually submit data on the title insurance industry to the OIR for the most
recently concluded year from March 31 to May 31.

Requirements Related to Acquisition of Controlling Stock

Section 53 amends s. 628.461, F.S., relating to acquisition of controlling stock of a domestic
stock insurer or a controlling company. The bill increases from five percent to 10 percent the
amount of stock that is considered “controlling stock” of an insurer or controlling company.
Currently, s. 628.461, F.S., provides that a person or affiliated person must file a letter of
notification and a statement for the OIR’s approval before concluding a tender offer to acquire
five percent or more of a domestic stock insurer or of a controlling company. The statement must
contain certain criminal, employment, and regulatory history information.

The bill provides that a person may rebut a presumption of control by filing a disclaimer of
control on a form prescribed by the OFR or by providing a copy of a Schedule 13G on file with
the U.S. Securities and Exchange Commission. After a disclaimer is filed, the insurer is relieved
of any further duty to register or report under s. 628.461, F.S., unless the OIR disallows the
disclaimer. Under current law, a party acquiring less than 10 percent of the outstanding voting
securities of an insurer may file a disclaimer of affiliation of control, and such disclaimer must
fully disclose all material relationships and affiliation with the insurer, as well as the reason for
such disclaimer (this disclaimer is mandatory for acquisitions of more than 10 percent).

The section deletes the definition of “affiliated person” from the statute.

Florida Life and Health Insurance Guaranty Association (FLHIGA) — Obligation to Pay
Claims

Section 54 amends s. 631.717(11), F.S., deleting language stating that the FLHIGA not being
subject to statutory bad faith claims under s. 624.155, F.S., does not affect its obligation to pay
valid policy or contract claims.

Section 55 amends s. 631.737, F.S., stating that the FLHIGA is obligated to pay valid claims.
The amendments to these sections do not affect the obligation of the FLHIGA to pay valid policy
or contract claims and will continue to not be subject to the provisions of s. 631.717(11), F.S.

Service Warranty Association Financial Requirements

Section 56 amends s. 634.406, F.S., to revise the requirement that if a service warranty
association’s premiums exceed the statutorily required 7-to-1 ratio of gross written premium to
net assets, it must maintain net assets of $750,000 and maintain a contractual liability insurance
policy that reimburses the service warranty association for 100 percent of its claims liability and
is approved by the OIR. Under the bill, the contractual liability policy may be issued by an
affiliate of the warranty association. Additionally, the insurer issuing the policy must either
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maintain at least a $100 million policyholder surplus or maintain a policyholder surplus of at
least $200 million and issue a policy that complies with the provisions of subsection (3).

Effective Date:

Section 57 provides that except as otherwise expressly provided, the bill is effective July 1,
2014.

V. Constitutional Issues:

A. Municipality/County Mandates Restrictions:

None.

B. Public Records/Open Meetings Issues:
None.

C. Trust Funds Restrictions:
None.

V. Fiscal Impact Statement:

A. Tax/Fee Issues:
None.
B. Private Sector Impact:

CS/CS/SB 1260 allows workers’ compensation insurers and larger employers greater
flexibility in negotiating retrospective rating plans by allowing the parties to determine
the rating factors used to calculate premiums. This change may result in a reduction in
premiums for such employers.

The Florida Workers’ Compensation Joint Underwriting Association (FWCJUA) declares
dividends to its policyholders generally after the expiration of a seven-year look back

"1 Subsection (3) of s. 634.406, F.S., states that a warranty association need not establish an unearned premium reserve if it
purchases contractual liability insurance that covers 100 percent of its claims liability from an authorized insurer. The terms
of the policy must contain the following (a) state the insurer will pay losses and unearned premium refunds directly to a
person making a claim under the warranty association contract in the event the services warranty association does not do so;
(b) the insurer must assume full responsibility for administering claims if the warranty association cannot do so; (c) 60 days
written notice must be given to the OIR prior to policy cancellation; (d) the policy must insure all service warranty contracts
issued while the policy was in effect whether or not the premium has been remitted to the insurer; () If the insurer is
fulfilling the service warranty covered by the policy and the service warranty holder cancels the warranty, the insurer must
fully refund unearned premium, subject to a cancellation fee under s. 634.414, F.S.; and (f) a warranty association may not
use an unearned premium reserve and contractual liability insurance policy simultaneously. However, the warranty
association may have contractual liability coverage on service warranties previously sold and sell new service warranties
covered by the unearned premium reserve, and the converse. The warranty association must be able to distinguish how each
individual service warranty is covered.
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VI.

VII.

VIII.

period. Thus, the 2006 policyholder dividend would likely be declared in 2013. If
FWCJUA is unable to pay a former policyholder, it must submit the funds to the Bureau
of Unclaimed Property where they can be claimed by the policyholder. The bill will
allow the FWCJUA to retain those funds pursuant to the terms set forth in the dividend.

C. Government Sector Impact:
None.

Technical Deficiencies:

None.

Related Issues:

Section 53 deletes the definition of “affiliated person” from s. 628.461, F.S. The definition helps
determine when a person, in conjunction with an affiliated person, has acquired controlling
stock. Deletion of this definition may create ambiguity within the statute.

Statutes Affected:

This bill substantially amends the following sections of the Florida Statutes: 624.4625, 624.501,
626.015, 626.0428, 626.112, 626.172, 626.311, 626.321, 626.382, 626.601, 626.621, 626.8411,
626.854, 626.8805, 626.8817, 626.882, 626.883, 626.884, 626.89, 626.931, 626.932, 626.935,
626.936, 626.9541, 627.062, 627.0628, 627.0651, 627.0653, 627.072, 627.281, 627.311,
627.3518, 627.409, 627.4133, 627.4137, 627.421, 627.43141, 627.4553, 627.7015, 627.706,
627.7074, 627.711, 627.7283, 627.736, 627.744, 627.745, 627.782, 628.461, 631.717, 631.734,
634.406.

This bill creates the following sections of the Florida Statutes: 627.4553, 627.70151.
This bill creates an undesignated section of Florida law.

This bill repeals the following sections of the Florida Statutes: 626.747, 627.3519.
Additional Information:

A. Committee Substitute — Statement of Substantial Changes:
(Summarizing differences between the Committee Substitute and the prior version of the bill.)

Recommended CS/CS by Appropriations Subcommittee on General Government on

April 9, 2014:

The committee substitute for committee substitute:

e Permits the OIR to approve a premium discount for electronic vehicle crash
avoidance technology.

e Permits publicly supported organizations that receive a substantial part of its support
from a government entity or from the general public, as evidenced on the entities
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most recent filing with the Internal Revenue Service, to join a not for profit self-
insurance fund.

Provides an agent, adjuster, customer or service representative, or managing general
agency may not directly or indirectly receive compensation, inducement, or reward
from an inspector or inspection company for referring the owner of a property to the
inspector or an inspection company.

Revises the conditions when an insurer and employer can negotiate the retrospective
plan rating factors that can be used for calculating the premium to when the employer
has multistate exposure and an annual estimated countrywide standard premium of
$750,000 or more for workers’ compensation.

Requires the OIR to work with the National Council on Compensation Insurance to
submit a report analyzing the use of negotiated workers’ compensation premium
provisions within the retrospective rating plans by November 1, 2014.

CS by Banking and Insurance on March 14, 2014:
The committee substitute:

Deletes the boiler inspection provisions of the bill.

Deletes the corporation not-for-profit self-insurance fund provision of the bill.
Deletes the insurance premium finance provision of the bill.

Deletes current law requiring company insurance adjusters, investigators, attorneys,
or other persons acting on the insurer’s behalf to provide at least 48 hours’ notice to
the insured or insured’s representatives before scheduling a meeting with the insured
or an onsite inspection of the insured property.

Allows an insurer to electronically transfer unearned premium back to a motor
vehicle insurance policyholder who cancels the policy.

Revises a provision in the bill to allow the Florida Workers’ Compensation Joint
Underwriting Association to retain dividends payable to a former insured.

B. Amendments:

None.

This Senate Bill Analysis does not reflect the intent or official position of the bill’s introducer or the Florida Senate.
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LEGISLATIVE ACTION
Senate . House
Comm: RS
04/09/2014

Appropriations Subcommittee on General Government (Hays)

recommended the following:
Senate Amendment (with title amendment)

Before line 195
insert:

Section 1. Paragraph (b) of subsection (1) of section
624.4625, Florida Statutes, 1s amended to read:

624.4625 Corporation not for profit self-insurance funds.—

(1) Notwithstanding any other provision of law, any two or
more corporations not for profit located in and organized under

the laws of this state may form a self-insurance fund for the
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purpose of pooling and spreading liabilities of its group
members in any one or combination of property or casualty risk,
provided the corporation not for profit self-insurance fund that
is created:

(b) Requires for qualification that each participating
member receive at least 75 percent of its revenues from local,
state, or federal governmental sources or a combination of such

sources, or qualify as a publicly supported organization as

evidenced on the member’s most recently filed Internal Revenue

Service Form 990.

================= T ] TLE A MEDNDDMENT ================
And the title is amended as follows:
Delete line 2
and insert:
An act relating to insurance; amending s. 624.4625,
F.S.; revising requirements for corporations not for
profit to qualify to form a self-insurance fund;

amending s. 624.501,
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LEGISLATIVE ACTION
Senate . House
Comm: RCS
04/09/2014

Appropriations Subcommittee on General Government (Hays)

recommended the following:

Senate Substitute for Amendment (589854) (with title

amendment)

Before line 195
insert:
Section 1. Paragraph (b) of subsection (1) of section
624.4625, Florida Statutes, 1s amended to read:
624.4625 Corporation not for profit self-insurance funds.—
(1) Notwithstanding any other provision of law, any two or

more corporations not for profit located in and organized under
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the laws of this state may form a self-insurance fund for the
purpose of pooling and spreading liabilities of its group
members in any one or combination of property or casualty risk,
provided the corporation not for profit self-insurance fund that
is created:

(b) Requires for qualification that each participating
member receive at least 75 percent of its revenues from local,
state, or federal governmental sources or a combination of such

sources, or qualify as a publicly supported organization that

normally receives a substantial part of its support from a

governmental unit or from the general public as evidenced on the

organization’s most recently filed Internal Revenue Service Form

990 or 990-EZ, Schedule A.

================= 17 I T L E A MENDDME N T ================
And the title is amended as follows:
Delete line 2
and insert:
An act relating to insurance; amending s. 624.4625,
F.S.; revising requirements for corporations not for
profit to qualify to form a self-insurance fund;

amending s. 624.501,
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LEGISLATIVE ACTION
Senate . House
Comm: RCS
04/09/2014

Appropriations Subcommittee on General Government (Hays)

recommended the following:
Senate Amendment (with title amendment)

Between lines 756 and 757
insert:

Section 11. Subsection (15) is added to section 626.621,
Florida Statutes, to read:

626.621 Grounds for discretionary refusal, suspension, or
revocation of agent’s, adjuster’s, customer representative'’s,
service representative’s, or managing general agent’s license or

appointment.—The department may, in its discretion, deny an
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application for, suspend, revoke, or refuse to renew or continue
the license or appointment of any applicant, agent, adjuster,
customer representative, service representative, or managing
general agent, and i1t may suspend or revoke the eligibility to
hold a license or appointment of any such person, if it finds
that as to the applicant, licensee, or appointee any one or more
of the following applicable grounds exist under circumstances
for which such denial, suspension, revocation, or refusal is not
mandatory under s. 626.611:

(15) Directly or indirectly accepting any compensation,

inducement, or reward from an inspector or inspection company

for referring the owner of property requiring inspection to the

inspector or inspection company. This prohibition applies to any

inspection of property intended for submission to a carrier in

order to obtain insurance coverage or to determine the

appropriate amount of the insurance premium.

================= T ] TLE A MEDNDDMENT ================
And the title is amended as follows:
Between lines 43 and 44
insert:
amending s. 626.621, F.S.; providing an additional
ground for disciplinary action against the license or
appointment of certain insurance-related personnel for
accepting compensation for referring the owner of a

property to an inspector or inspection company;
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LEGISLATIVE ACTION
Senate . House
Comm: RCS
04/09/2014

Appropriations Subcommittee on General Government (Hays)

recommended the following:
Senate Amendment (with title amendment)

Between lines 1202 and 1203
insert:

Section 28. Subsection (6) is added to section 627.0653,
Florida Statutes, to read:

627.0653 Insurance discounts for specified motor vehicle
equipment.—

(6) The office may approve a premium discount applicable to

any rates, rating schedules, or rating manuals for liability,
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personal injury protection, and collision coverages for motor

vehicle insurance policies filed with the office for wvehicles

equipped with electronic vehicle crash avoidance technology that

is factory installed or with a retrofitted system that complies

with National Highway Traffic Safety Administration standards.

================= T ] TLE A MEDNDDMENT =s===============
And the title is amended as follows:
Delete line 97
and insert:
vehicle insurance; amending s. 627.0653, F.S.;
authorizing the office to approve motor vehicle
premium discounts for vehicles equipped with
electronic crash avoidance technology; amending s.
627.072, F.S.;
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LEGISLATIVE ACTION
Senate . House
Comm: RCS
04/09/2014

Appropriations Subcommittee on General Government (Hays)

recommended the following:
Senate Amendment (with title amendment)
Delete lines 1211 - 1213

and insert:

state and an estimated annual countrywide standard premium of

$750,000 or more for workers’ compensation.

Section 29. The Office of Insurance Regulation, in

consultation with the National Council on Compensation

Insurance, is directed to prepare a report that analyzes the use

of negotiated workers’ compensation premium provisions within
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retrospective rating plans. The report must examine the use of

such provisions in neighboring and competitive states,

specifically as to any savings in the actual premium if a

retrospective rating deviation is applied, compared to the

standard workers’ compensation premium, and the potential

inequity for the state’s employers due to the lack of such

provisions in this state. The report must also examine the

potential savings to Florida employers which results from

implementing negotiated premiums for employers having exposure

in more than one state and an estimated annual countrywide

standard premium of at least $250,000, $500,000, and $750,000.

The report shall be delivered to the task force for approval by

September 1, 2014, and the approved report shall be delivered to

the President of the Senate and the Speaker of the House of

Representatives by November 1, 2014. This section is repealed
June 30, 2015.

================= T ] TLE A MEDNDDMENT ================
And the title is amended as follows:
Delete line 102
and insert:
used to calculate premiums; requiring the office to
prepare and submit a report to the Legislature by a
specified date that analyzes the use of negotiated
workers compensation premium provisions within

restrospective rating plans; amending s. 627.281,
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LEGISLATIVE ACTION
Senate . House
Comm: WD
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Appropriations Subcommittee on General Government (Hays)

recommended the following:
Senate Amendment (with title amendment)

Delete lines 948 - 958
and insert:

(1)43)> Each foreign insurer accepting premiums where this

state is the home state of the insured, shall, on or before the

end of the month following each calendar quarter, file with the
Florida Surplus Lines Service Office a verified report of all

surplus lines insurance transacted by such insurer fer—insuranece

] ot 14 g
T cCC—=Ttt—=Tt

— PP
(& Ay 1T 15 [

D

o 1]
o L O

ra o
- e

£e during the suweh calendar quarter.
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(2)4+4)> Each alien insurer accepting premiums where this

state is the home state of the insured, shall, on or before June

30 of each year, file with the Florida Surplus Lines Service

Office a verified report of all surplus lines insurance

state during the preceding calendar year.

================= T ] TLE A MEDNDDMENT ================
And the title is amended as follows:

Delete line 74
and insert:

Service Office; clarifying which foreign or alien

insurers must file a monthly report with the office;

amending s. 626.932, F.S.; revising
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By the Committee on Banking and Insurance; and Senators Brandes

and Soto

597-02850A-14
A bill to be entitled

An act relating to insurance; amending s. 624.501,
F.S.; revising original appointment and renewal fees
related to certain insurance representatives; amending
s. 626.015, F.S.; defining the term “unaffiliated
insurance agent”; amending s. 626.0428, F.S.;
requiring a branch place of business to have an agent
in charge; authorizing an agent to be in charge of
more than one branch office under certain
circumstances; providing requirements relating to the
designation of an agent in charge; prohibiting an
insurance agency from conducting insurance business at
a location without a designated agent in charge;
providing that the agent in charge is accountable for
misconduct and violations committed by the licensee
and any person under his or her supervision; amending
s. 626.112, F.S.; prohibiting limited customer
representative licenses from being issued after a
specified date; providing licensure exemptions that
allow specified individuals or entities to conduct
insurance business at specified locations under
certain circumstances; revising licensure requirements
and penalties with respect to registered insurance
agencies; providing that the registration of an
approved registered insurance agency automatically
converts to an insurance agency license on a specified
date; amending s. 626.172, F.S.; revising requirements
relating to applications for insurance agency

licenses; conforming provisions to changes made by the
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act; amending s. 626.311, F.S.; limiting the types of
business that may be transacted by certain agents;
amending s. 626.321, F.S.; providing that a limited
license to offer motor vehicle rental insurance issued
to a business that rents or leases motor vehicles
encompasses the employees of such business; amending
s. 626.382, F.S.; providing that an insurance agency
license continues in force until canceled, suspended,
revoked, terminated, or expired; amending s. 626.601,
F.S.; revising terminology relating to investigations
conducted by the Department of Financial Services and
the Office of Insurance Regulation with respect to
individuals and entities involved in the insurance
industry; revising a confidentiality provision;
repealing s. 626.747, F.S., relating to branch
agencies, agents in charge, and the payment of
additional county tax under certain circumstances;
amending s. 626.8411, F.S.; conforming a cross-
reference; amending s. 626.854, F.S.; deleting the
requirement that a 48 hours’ notice be provided before
scheduling an onsite inspection of insured property;
conforming a cross-reference; amending s. 626.8805,
F.S.; revising insurance administrator application
requirements; amending s. 626.8817, F.S.; authorizing
an insurer’s designee to provide certain coverage
information to an insurance administrator; authorizing
an insurer to subcontract the review of an insurance

administrator; amending s. 626.882, F.S.; prohibiting

a person from acting as an insurance administrator

Page 2 of 75

CODING: Words strieken are deletions; words underlined are additions.

CS for SB 1260

20141260cl




59
60
61
62
63
64
65
66
67
68
69
70
71
72
73
74
75
76
77
78
79
80
81
82
83
84
85
86
87

Florida Senate - 2014

CS for SB 1260

597-02850A-14 20141260cl

without a specific written agreement; amending s.
626.883, F.S.; requiring an insurance administrator to
furnish fiduciary account records to an insurer;
requiring administrator withdrawals from a fiduciary
account to be made according to a specific written
agreement; providing that an insurer’s designee may
authorize payment of claims; amending s. 626.884,
F.S.; revising an insurer’s right of access to certain
administrator records; amending s. 626.89, F.S.;
revising the deadline for filing certain financial
statements; deleting provisions allowing an extension
for administrator to submit certain financial
statements; amending s. 626.931, F.S.; deleting
provisions requiring a surplus lines agent to file a
quarterly affidavit with the Florida Surplus Lines
Service Office; amending s. 626.932, F.S.; revising
the due date of surplus lines tax; amending ss.
626.935 and 626.936, F.S.; conforming provisions to
changes made by the act; amending s. 626.9541, F.S.;
revising provisions for unfair methods of competition
and unfair or deceptive acts relating to conducting
certain insurance transactions through credit card
facilities; amending s. 627.062, F.S.; authorizing the
Office of Insurance Regulation to use a straight
average of model results or output ranges to estimate
hurricane losses when determining whether the rates in
a rate filing are excessive, inadequate, or unfairly
discriminatory; amending s. 627.0628, F.S.; increasing

the length of time during which an insurer must adhere
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to certain findings made by the Commission on
Hurricane Loss Projection Methodology with respect to
certain methods, principles, standards, models, or
output ranges used in a rate filing; providing that
the requirement to adhere to such findings does not
limit an insurer from using straight averages of model
results or output ranges under specified
circumstances; amending s. 627.0651, F.S.; revising
provisions for making and use of rates for motor
vehicle insurance; amending s. 627.072, F.S.;
authorizing retrospective rating plans relating to
workers’ compensation and employer’s liability
insurance to allow negotiations between certain
employers and insurers with respect to rating factors
used to calculate premiums; amending ss. 627.281,
F.S.; conforming a cross-reference; amending s.
627.311, F.S.; providing that certain dividends may be
retained by the joint underwriting plan for future
use; amending s. 627.3518, F.S.; conforming a cross-
reference; repealing s. 627.3519, F.S., relating to an
annual report on the aggregate report of maximum
losses of the Florida Hurricane Catastrophe Fund and
Citizens Property Insurance Corporation; amending s.
627.409, F.S.; providing that a claim for residential
property insurance may not be denied based on certain
credit information; amending s. 627.4133, F.S.;
extending the period for prior notice required with
respect to the nonrenewal, cancellation, or

termination of certain insurance policies; deleting
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certain provisions that require extended periods of
prior notice with respect to the nonrenewal,
cancellation, or termination of certain insurance
policies; prohibiting the cancellation of certain
policies that have been in effect for a specified
amount of time, except under certain circumstances;
prohibiting the cancellation of a policy or contract
that has been in effect for a specified amount of time
based on certain credit information; amending s.
627.4137, F.S.; adding licensed company adjusters to
the list of persons who may respond to a claimant’s
written request for information relating to liability
insurance coverage; amending s. 627.421, F.S.;
authorizing a policyholder of personal lines insurance
to affirmatively elect delivery of policy documents by
electronic means; amending s. 627.43141, F.S.;
authorizing a notice of change in policy terms to be
sent in a separate mailing to an insured under certain
circumstances; requiring an insurer to provide such
notice to the insured’s insurance agent; creating s.
627.4553, F.S.; providing requirements for the
recommendation to surrender an annuity or life
insurance policy; amending s. 627.7015, F.S.; revising
the rulemaking authority of the department with
respect to qualifications and specified types of
penalties covered under the property insurance
mediation program; creating s. 627.70151, F.S.;

providing criteria for an insurer or policyholder to

challenge the impartiality of a loss appraisal umpire
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for purposes of disqualifying such umpire; amending s.
627.706, F.S.; revising the definition of the term
“neutral evaluator”; amending s. 627.7074, F.S.;
revising notification requirements for participation
in the neutral evaluation program; providing grounds
for the department to deny an application, or suspend
or revoke certification, of a neutral evaluator;
requiring the department to adopt rules relating to
certification of neutral evaluators; amending s.
627.711, F.S.; revising verification requirements for
uniform mitigation verification forms; amending s.
627.7283, F.S.; providing for the electronic transfer
of unearned premiums returned when a policy is
cancelled; amending s. 627.736, F.S.; revising the
time period for applicability of certain Medicare fee
schedules or payment limitations; amending s. 627.744,
F.S.; revising preinsurance inspection requirements
for private passenger motor vehicles; amending s.
627.745, F.S.; revising qualifications for approval as
a mediator by the department; providing grounds for
the department to deny an application, or suspend or
revoke approval of a mediator or certification of a
neutral evaluator; authorizing the department to adopt
rules; amending s. 627.782, F.S.; revising the date by
which title insurance agencies and certain insurers
must annually submit specified information to the
Office of Insurance Regulation; amending s. 628.461,

F.S.; revising filing requirements relating to the

acquisition of controlling stock; revising the amount
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175 of outstanding voting securities of a domestic stock 204| and surety insurance.
176 insurer or a controlling company that a person is 205 (a) Agent’s original appointment and biennial renewal or
177 prohibited from acquiring unless certain requirements 206 continuation thereof, each insurer or unaffiliated agent making
178 have been met; prohibiting persons acquiring a certain 207| an appointment:
179 percentage of voting securities from acquiring certain 208 Appointment fee. ... .ttt e e e e, $42.00
180 securities; providing that a presumption of control 209 State LA . ittt ittt e e e e e e e e e e 12.00
181 may be rebutted by filing a disclaimer of control; 210 COUNELY BaXKu ittt it ittt ittt ittt ittt ettt ettt it en e nennns 6.00
182 deleting a definition; amending ss. 631.717 and 211 o o $60.00
183 631.734, F.S.; transferring a provision relating to 212 (c) Nonresident agent’s original appointment and biennial
184 the obligations of the Florida Life and Health 213 renewal or continuation thereof, appointment fee, each insurer
185 Insurance Guaranty Association; amending s. 634.406, 214 or unaffiliated agent making an appointment................ $60.00
186 F.S.; revising criteria authorizing premiums of 215 (7) Life insurance agents.
187 certain service warranty associations to exceed their 216 (a) Agent’s original appointment and biennial renewal or
188 specified net assets limitations; revising 217 continuation thereof, each insurer or unaffiliated agent making
189 requirements relating to contractual liability 218| an appointment:
190 policies that insure warranty associations; providing 219| Appointment fee. ... i e e e e $42.00
191 effective dates. 220 StaAte LaX. i ittt it i i i e e e e e 12.00
192 221 COUNLY TAK .ttt titt ittt et ittt et iete e tiaee it 6.00
193| Be It Enacted by the Legislature of the State of Florida: 222 o o $60.00
194 223 (b) Nonresident agent’s original appointment and biennial
195 Section 1. Paragraphs (a) and (c) of subsection (6) and 224 renewal or continuation thereof, appointment fee, each insurer
196 subsections (7) and (8) of section 624.501, Florida Statutes, 225 or unaffiliated agent making an appointment................ $60.00
197 are amended to read: 226 (8) Health insurance agents.
198 624.501 Filing, license, appointment, and miscellaneous 227 (a) Agent’s original appointment and biennial renewal or
199 fees.—The department, commission, or office, as appropriate, 228 continuation thereof, each insurer or unaffiliated agent making
200 shall collect in advance, and persons so served shall pay to it 229 an appointment:
201 in advance, fees, licenses, and miscellaneous charges as 230 Appointment fee. ... e e e e $42.00
202 follows: 231 S o= o = 12.00
203 (6) Insurance representatives, property, marine, casualty, 232 [T 5 o i o= 6.00
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(b) Nonresident agent’s original appointment and biennial

renewal or continuation thereof, appointment fee, each insurer

or unaffiliated agent making an appointment................ $60.00

Section 2. Present subsection (18) of section 626.015,
Florida Statutes, is renumbered as subsection (19), and a new
subsection (18) is added to that section, to read:

626.015 Definitions.—As used in this part:

(18) “Unaffiliated insurance agent” means a licensed

insurance agent, except a limited lines agent, who is self-

appointed and who practices as an independent consultant in the

business of analyzing or abstracting insurance policies,

providing insurance advice or counseling, or making specific

recommendations or comparisons of insurance products for a fee

established in advance by written contract signed by the

parties. An unaffiliated insurance agent may not be affiliated

with an insurer, insurer-appointed insurance agent, or insurance

agency contracted with or employing insurer-appointed insurance

agents.

Section 3. Effective January 1, 2015, section 626.0428,
Florida Statutes, is amended to read:

626.0428 Agency personnel powers, duties, and limitations.—

(1) An individual employed by an agent or agency on salary
who devotes full time to clerical work, with incidental taking
of insurance applications or quoting or receiving premiums on
incoming inquiries in the office of the agent or agency, is not
deemed to be an agent or customer representative if his or her
compensation does not include in whole or in part any

commissions on such business and is not related to the
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production of applications, insurance, or premiums.

(2) An employee or authorized representative located at a

designated branch of an agent or agency may not bind insurance

coverage unless licensed and appointed as an agent or customer
representative.

(3) An employee or authorized representative of an agent or

agency may not initiate contact with any person for the purpose
of soliciting insurance unless licensed and appointed as an
agent or customer representative. As to title insurance, an
employee of an agent or agency may not initiate contact with any
individual proposed insured for the purpose of soliciting title
insurance unless licensed as a title insurance agent or exempt
from such licensure pursuant to s. 626.8417(4).

(4) (a) Each place of business established by an agent or

agency, firm, corporation, or association must be in the active

full-time charge of a licensed and appointed agent holding the

required agent licenses to transact the lines of insurance being

handled at the location.

(b) Notwithstanding paragraph (a), the licensed agent in

charge of an insurance agency may also be the agent in charge of

additional branch office locations of the agency if insurance

activities requiring licensure as an insurance agent do not

occur at any location when an agent is not physically present

and unlicensed employees at the location do not engage in

insurance activities requiring licensure as an insurance agent

or customer representative.

(c) An insurance agency and each branch place of business

of an insurance agency shall designate an agent in charge and

file the name and license number of the agent in charge and the
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291| physical address of the insurance agency location with the 320 or should have known of the act and of the facts constituting a
292| department and the department’s website. The designation of the 321| wviolation of this code.
293| agent in charge may be changed at the option of the agency. A 322 Section 4. Paragraph (b) of subsection (1) and subsection
294 change of the designated agent in charge is effective upon 323 (7) of section 626.112, Florida Statutes, is amended to read:
295| notice to the department. Notice to the department must be 324 626.112 License and appointment required; agents, customer
296| provided within 30 days after such change. 325| representatives, adjusters, insurance agencies, service
297 (d) An insurance agency location may not conduct the 326| representatives, managing general agents.—
298| Dbusiness of insurance unless an agent in charge is designated by 327 (1)
299 and providing services to the agency at all times. If the agent 328 (b) Except as provided in subsection (6) or in applicable
300 in charge designated with the department ends his or her 329 department rules, and in addition to other conduct described in
301 affiliation with the agency for any reason and the agency fails 330 this chapter with respect to particular types of agents, a
302| to designate another agent in charge within 30 days as provided 331| license as an insurance agent, service representative, customer
303 in paragraph (c) and such failure continues for 90 days, the 332 representative, or limited customer representative is required
304 agency license automatically expires on the 91st day after the 333 in order to engage in the solicitation of insurance. Effective
305| date the designated agent in charge ended his or her affiliation 334| October 1, 2014, limited customer representative licenses may
306| with the agency. 335 not be issued. For purposes of this requirement, as applicable
307 (e) For purposes of this subsection, an “agent in charge” 336 to amy—e£f the license types described in this section, the
308| is the licensed and appointed agent responsible for the 337 solicitation of insurance is the attempt to persuade any person
309 supervision of all individuals within an insurance agency 338 to purchase an insurance product by:
310| location, regardless of whether the agent in charge handles a 339 1. Describing the benefits or terms of insurance coverage,
311 specific transaction or deals with the general public in the 340| including premiums or rates of return;
312 solicitation or negotiation of insurance contracts or the 341 2. Distributing an invitation to contract to prospective
313| collection or accounting of money. 342| purchasers;
314 (f) An agent in charge of an insurance agency is 343 3. Making general or specific recommendations as to
315 accountable for the wrongful acts, misconduct, or violations of 344 insurance products;
316| this code committed by the licensee or by any person under his 345 4. Completing orders or applications for insurance
317| or her supervision while acting on behalf of the agency. 346| products;
318 However, an agent in charge is not criminally liable for any act 347 5. Comparing insurance products, advising as to insurance
319| unless the agent in charge personally committed the act or knew 348| matters, or interpreting policies or coverages; or
Page 11 of 75 Page 12 of 75
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349 6. Offering or attempting to negotiate on behalf of another 378| prospective client requests more specific information concerning
350 person a viatical settlement contract as defined in s. 626.9911. 379| the insurance provided by the employee leasing company, the
351 380 employee leasing company must refer the prospective business
352| However, an employee leasing company licensed under pursuant—te 381 client to the insurer or its licensed agent or to a licensed and
353| chapter 468 which is seeking to enter into a contract with an 382| appointed agent employed by the employee leasing company.
354| employer that identifies products and services offered to 383 Section 5. Effective January 1, 2015, subsection (7) of
355| employees may deliver proposals for the purchase of employee 384 section 626.112, Florida Statutes, is amended to read:
356 leasing services to prospective clients of the employee leasing 385 626.112 License and appointment required; agents, customer
357 company setting forth the terms and conditions of doing 386 representatives, adjusters, insurance agencies, service
358| business; classify employees as permitted by s. 468.529; collect 387 representatives, managing general agents.—
359 information from prospective clients and other sources as 388 (7) (a) An Effeets Setober—31+—2006+—=e individual, firm,
360| necessary to perform due diligence on the prospective client and 389| partnership, corporation, association, or amy other entity may
361 to prepare a proposal for services; provide and receive 390| not skait act in its own name or under a trade name, directly or
362 enrollment forms, plans, and other documents; and discuss or 391 indirectly, as an insurance agencyy unless it possesses eemplties
363 explain in general terms the conditions, limitations, options, 392 rehs———626 172 wwith respect—teo P ing an insurance agency
364 or exclusions of insurance benefit plans available to the client 393 license issued pursuant to s. 626.172 for each place of business
365 or employees of the employee leasing company were the client to 394 at which it engages in amy activity that whieh may be performed
366| contract with the employee leasing company. Any advertising 395| only by a licensed insurance agent. However, an insurance agency
367| materials or other documents describing specific insurance 396| that is owned and operated by a single licensed agent conducting
368| coverages must identify and be from a licensed insurer or its 397| business in his or her individual name and not employing or
369| licensed agent or a licensed and appointed agent employed by the 398| otherwise using the services of or appointing other licensees is
370 employee leasing company. The employee leasing company may not 399 exempt from the agency licensing requirements of this
371| advise or inform the prospective business client or individual 400| subsection.
372| employees of specific coverage provisions, exclusions, or 401 (b) A branch place of business which is established by a
373 limitations of particular plans. As to clients for which the 402 licensed agency is considered a branch agency and is not
374| employee leasing company is providing services pursuant to s. 403| required to be licensed if it transacts business under the same
375| 468.525(4), the employee leasing company may engage in 404| name and federal tax identification number as the licensed
376 activities permitted by ss. 626.7315, 626.7845, and 626.8305, 405 agency, has designated a licensed agent in charge of the
377 subject to the restrictions specified in those sections. If a 406| location as required by s. 626.0428, and has submitted the

Page 13 of 75 Page 14 of 75
CODING: Words strieken are deletions; words underlined are additions. CODING: Words strieken are deletions; words underlined are additions.




407
408
409
410
411
412
413
414
415
416
417
418
419
420
421
422
423
424
425
426
427
428
429
430
431
432
433
434
435

Florida Senate - 2014

597-02850A-14

CS for SB 1260

20141260cl

address and telephone number of the location to the department

for inclusion in the licensing record of the licensed agency

within 30 days after insurance transactions begin at the
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file an application for licensure in accordance with this

section,
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Section 6. Subsections (2), (3), and (4) of section
626.172, Florida Statutes, are amended to read:

626.172 Application for insurance agency license.—

(2) An application for an insurance agency license must

shatt be signed by an individual required to be listed in the

application under paragraph (a) £k HREr—or—owWheE £—th

1 14 + 4 hall
23 apPprTreatIon o=+

TE£ +h +ad
HH—tne—agen e TRHCO¥XrpOoratesy

qr

i
SEeH £

th rporation. An

a byt L dent d + £
= £

tgnedbythe president—and retar

insurance agency may allow a third party to complete, submit,

and sign an application on the insurance agency’s behalf, but

the insurance agency is responsible for ensuring that the

information on the application is true and correct and is

accountable for any misstatements or misrepresentations. The

application for an insurance agency license must shatd include:
(a) The name of each majerity owner, partner, officer, and

director, president, senior vice president, secretary,

treasurer, and limited liability company member, who directs or

participates in the management or control of the insurance

agency, whether through ownership of voting securities, by

contract, by ownership of an agency bank account, or otherwise.

(b) The residence address of each person required to be

listed in the application under paragraph (a).

(c) The name, principal business street address, and e-mail
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address of the insurance agency and the name, address, and e-

mail address of the agency’s registered agent or person or

company authorized to accept service on behalf of the agency its
pﬁ.—ﬂ%pa—l—bﬂs&—ﬁe—s—s—add—fess‘ i t .

(d) The name, physical address, e-mail address, and

telephone number Zeeatiern of each branch agency and the date
that the branch location begins transacting insurance effiece—and

£h | hich h ££4 | + 11 | +
cRe—hRai gHaeE AT FEA—aGEeREY T E2aS a=aSas) ¥ T szasa=s

business.

(e) The name of each agent to be in full-time charge of an
agency office and specification of which office, including
branch locations.

(f) The fingerprints of each of the following:

1. A sole proprietor;

2. Each individual required to be listed in the application
under paragraph (a) partmser; and

3 Each £

STt Her

3 tad .
ap—uninceorporated—ageneyy

3.4~ Each individual owner who directs or participates in
the management or control of an incorporated agency whose shares

are not traded on a securities exchange+

I Th : o + 3 3 : o + +

The—presidents AFO¥r—vi presidentsy—treasurery
+ 4 + £+ N 4
retary;—ana—air ¥ f—the—ageney;—and
& +h 128 a4 + + + +h
Fry ther—person—who—a+¥ S—or—participat F—Eh
+ trol £ +h heth +h h+h
management—oF rErol—of—the ageney;—whether—through—th
i £ I + N + + +h
aership—of G writEies,—by rEracty ¥ therwt

Fingerprints must be taken by a law enforcement agency or other
entity approved by the department and must be accompanied by the

fingerprint processing fee specified in s. 624.501. Fingerprints
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must shald be processed in accordance with s. 624.34. However,
fingerprints need not be filed for an amy individual who is
currently licensed and appointed under this chapter. This
paragraph does not apply to corporations whose voting shares are
traded on a securities exchange.

(g) Such additional information as the department requires
by rule to ascertain the trustworthiness and competence of
persons required to be listed on the application and to
ascertain that such persons meet the requirements of this code.
However, the department may not require that credit or character
reports be submitted for persons required to be listed on the
application.

(3) =) Beginning tober—1—20065+ The department must shaltt

accept the uniform application for nonresident agency licensure.
The department may adopt by rule revised versions of the uniform
application.

g

5| £ + 11 3 Pot £4
=S )—=t SCpParthmeH Ao+ =3 T—EegT ratron—asS—ah

: ; ci : » :

el +h 4 + + = 13£4 £ i ot 4
THEh—tEhe—aepartment aona—guatitE for—regt rattreon-

13 4 £ ot £ B
SPpPpTrreatron—+To¥r—¥egT FaEron——S7t

11 :
Yo ¥ eeuTE Ae—aGEREY PE¥ e

£ +h I£ +h toad —+h
Fe¥ f—+the—ageney—If—the—agen s—incorporated;—th

1 +3 RN g bv—+th ident g +th + £

apptication—must—P rgned—by—the president—and—the seeretar £
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g th + a4 +the 1 i £ 1id
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{fo—FE—an—apptieationfor registration—is—denieds Fr
£ £ 14 I £ 1 1ot N 30
SEFCRCY—Ht file—an—apptreation—for tiecensureno—Jtater—than
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Sacs afEer—the—do f—the—denirat—ofFregistration
£ 13 1ok N 30 4 £4 + date—that
for—tieensureno—tater—than days—after—the—€o that—ah
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; i it £ 3 +h T£
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£o41 £ 13 + £ 13 3 13 +
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P h the o + £ choll o drministrat
Fris—paragraphy hre—departmen Fratd—Fmp oM stratt
14+ 2 + £ 4+ [~EaYa¥a) N
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(4) The department must shaeitd issue a license e®
registratien to each agency upon approval of the application,
and each agency location must shkadtt display the license e¥
registratien prominently in a manner that makes it clearly
visible to any customer or potential customer who enters the
agency location.

Section 7. Present subsection (6) of section 626.311,
Florida Statutes, 1is redesignated as subsection (7), and a new
subsection (6) is added to that section, to read:

626.311 Scope of license.—

(6) An agent who appoints his or her license as an

unaffiliated insurance agent may not hold an appointment from an

insurer for any license he or she holds; transact, solicit, or

service an insurance contract on behalf of an insurer; interfere
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with commissions received or to be received by an insurer-

appointed insurance agent or an insurance agency contracted with

or employing insurer-appointed insurance agents; or receive

compensation or any other thing of value from an insurer, an

insurer-appointed insurance agent, or an insurance agency

contracted with or employing insurer-appointed insurance agents

for any transaction or referral occurring after the date of

appointment as an unaffiliated insurance agent. An unaffiliated

insurance agent may continue to receive commissions on sales

that occurred before the date of appointment as an unaffiliated

insurance agent if the receipt of such commissions is disclosed

when making recommendations or evaluating products for a client

that involve products of the entity from which the commissions

are received.

Section 8. Paragraph (d) of subsection (1) of section
626.321, Florida Statutes, is amended to read:

626.321 Limited licenses.—

(1) The department shall issue to a qualified applicant a
license as agent authorized to transact a limited class of
business in any of the following categories of limited lines
insurance:

(d) Motor vehicle rental insurance.—

1. License covering only insurance of the risks set forth
in this paragraph when offered, sold, or solicited with and
incidental to the rental or lease of a motor vehicle and which
applies only to the motor vehicle that is the subject of the
lease or rental agreement and the occupants of the motor
vehicle:

a. Excess motor vehicle liability insurance providing
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coverage in excess of the standard liability limits provided by
the lessor in the lessor’s lease to a person renting or leasing

a motor vehicle from the licensee’s employer for liability
arising in connection with the negligent operation of the leased
or rented motor vehicle.

b. Insurance covering the liability of the lessee to the
lessor for damage to the leased or rented motor vehicle.

c. Insurance covering the loss of or damage to baggage,
personal effects, or travel documents of a person renting or
leasing a motor vehicle.

d. Insurance covering accidental personal injury or death
of the lessee and any passenger who is riding or driving with
the covered lessee in the leased or rented motor vehicle.

2. Insurance under a motor vehicle rental insurance license
may be issued only if the lease or rental agreement is for up to
nro—more—than 60 days, the lessee is not provided coverage for
more than 60 consecutive days per lease period, and the lessee
is given written notice that his or her personal insurance
policy providing coverage on an owned motor vehicle may provide
coverage of such risks and that the purchase of the insurance is
not required in connection with the lease or rental of a motor
vehicle. If the lease is extended beyond 60 days, the coverage
may be extended eme—time only once for up to a—peried-not—te
exeeed—an—additionat 60 days. Insurance may be provided to the
lessee as an additional insured on a policy issued to the
licensee’s employer.

3. The license may be issued only to the full-time salaried

employee of a licensed general lines agent or to a business

entity that offers motor vehicles for rent or lease if insurance
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sales activities authorized by the license are in connection
with and incidental to the rental or lease of a motor vehicle.

a. A license issued to a business entity that offers motor
vehicles for rent or lease encompasses each office, branch

office, employee, authorized representative located at a

designated branch, or place of business making use of the

entity’s business name in order to offer, solicit, and sell
insurance pursuant to this paragraph.

b. The application for licensure must list the name,
address, and phone number for each office, branch office, or
place of business which £hat is to be covered by the license.
The licensee shall notify the department of the name, address,
and phone number of any new location that is to be covered by
the license before the new office, branch office, or place of
business engages in the sale of insurance pursuant to this
paragraph. The licensee must notify the department within 30
days after closing or terminating an office, branch office, or
place of business. Upon receipt of the notice, the department
shall delete the office, branch office, or place of business
from the license.

c. A licensed and appointed entity is directly responsible
and accountable for all acts of the licensee’s employees.

Section 9. Effective January, 1, 2015, section 626.382,
Florida Statutes, is amended to read:

626.382 Continuation, expiration of license; insurance

agencies.—The license of an any insurance agency shall—be—dissued

for—aperiod—of3 ars—and shall continue in force until

canceled, suspended, or revokedy or until it is otherwise

terminated or becomes expired by operation of law. A—3lieense—may
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Section 10. Section 626.601, Florida Statutes, is amended
to read:

626.601 Improper conduct; investigation fmeuiry;
fingerprinting.—

(1) The department or office may, upon its own motion or
upon a written complaint signed by an amy interested person and
filed with the department or office, inquire into the any

alleged improper conduct of any licensed, approved, or certified

licensee, insurance agency, agent, adjuster, service
representative, managing general agent, customer representative,

title insurance agent, title insurance agency, mediator, neutral

evaluator, navigator, continuing education course provider,

instructor, school official, or monitor group under this code.
The department or office may thereafter initiate an

investigation of amy such individual or entity dieemsee if it

has reasonable cause to believe that the individual or entity

tieensee has violated any provision of the insurance code.
During the course of its investigation, the department or office

shall contact the individual or entity +ieenmnsee being

investigated unless it determines that contacting such

individual or entity pe¥sern could jeopardize the successful

completion of the investigation or cause injury to the public.
(2) In the investigation by the department or office of the
alleged misconduct, the individual or entity I&eemsee shall, if
whenever—se required by the department or office, open the
individual’s or entity’s eause—his—er—her books and records +e

be—open for inspection for the purpose of such investigation
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(3) The Complaints against an individual or entity awny

1ieensee may be informally alleged and are not required to

include reed——net—be—in—an weh language as—+s necessary to

charge a crime on an indictment or information.
(4) The expense for any hearings or investigations
conducted pursuant to this section under—this—3taw, as well as

the fees and mileage of witnesses, may be paid out of the
appropriate fund.

(5) If the department or office, after investigation, has
reason to believe that an individual a—3deenmsee may have been
found guilty of or pleaded guilty or nolo contendere to a felony
or a crime related to the business of insurance in this or any
other state or jurisdiction, the department or office may
require the individual l}ieemsee to file with the department or
office a complete set of his or her fingerprints, whieh shall-be
accompanied by the fingerprint processing fee set forth in s.
624.501. The fingerprints shall be taken by an authorized law
enforcement agency or other department-approved entity.

(6) The complaint and any information obtained pursuant to

the investigation by the department or office are confidential

and are exempt from the—previsien £ s. 119.07+ unless the
department or office files a formal administrative complaint,

emergency order, or consent order against the individual or

entity Heer . Nething—3rn This subsection does not shalli—be
construed—to prevent the department or office from disclosing
the complaint or such information as it deems necessary to

conduct the investigation, to update the complainant as to the

status and outcome of the complaint, or to share such
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755| information with any law enforcement agency or other regulatory 784 | imsuredpropertythat isthe subjeet—of o elaim must provide—at
756| body. 785| Zteast 48 heurs’rmetd to—the—dnsuredor—elatmant;—pubtt
757 Section 11. Effective January 1, 2015, section 626.747, 786| adiuster;—erJlegal—repr aEatd befor hedulingameeting
758| Florida Statutes, is repealed. 787 vith—th laimant—or an—onsite—inspeetionof the insured
759 Section 12. Effective January 1, 2015, subsection (1) of 788 property-—Theinsured—or eclaimant may deny = ety
760| section 626.8411, Florida Statutes, is amended to read: 789 | propertyif+the noti has—netbeenprovided—The insuredox
761 626.8411 Application of Florida Insurance Code provisions 790| elaimantmay waive—the48-hour notiece~
762| to title insurance agents or agencies.— 791 (17) 38}y The provisien £ Subsections (5)-(16) +5—H+-
763 (1) The following provisions ef—part—FE applicable to 792| apply only to residential property insurance policies and
764 general lines agents or agencies also apply to title insurance 793 condominium unit owner policies as defined in s. 718.111(11).
765| agents or agencies: 794 Section 14. Paragraph (c) of subsection (2) and subsection
766 (a) Section 626.734, relating to liability of certain 795 (3) of section 626.8805, Florida Statutes, are amended to read:
767 agents. 796 626.8805 Certificate of authority to act as administrator.—
768 (b) Section 626.0428(4) (a) and (b) &26-74+, relating to 797 (2) The administrator shall file with the office an
769| branch agencies. 798| application for a certificate of authority upon a form to be
770 (c) Section 626.749, relating to place of business in 799 adopted by the commission and furnished by the office, which
771 residence. 800 application shall include or have attached the following
772 (d) Section 626.753, relating to sharing of commissions. 801 information and documents:
773 (e) Section 626.754, relating to rights of agent following 802 (c) The names, addresses, official positions, and
774| termination of appointment. 803| professional qualifications of the individuals employed or
775 Section 13. Subsections (14) and (18) of section 626.854, 804 retained by the administrator who are responsible for the
776 Florida Statutes, are amended to read: 805 conduct of the affairs of the administrator, including all
777 626.854 “Public adjuster” defined; prohibitions.—The 806 members of the board of directors, board of trustees, executive
778| Legislature finds that it is necessary for the protection of the 807 committee, or other governing board or committee, and the
779| public to regulate public insurance adjusters and to prevent the 808| principal officers in the case of a corporation ory the partners
780| wunauthorized practice of law. 809| or members in the case of a partnership or association—and—any
781 A —companyemployee—adiuster;—independent—adiusters 810 ther person—wh rei ntrol—or—influen r—the—affairs
782| attermeyr—in tigateor;—or—other personsaecting—on behatfof an 811| of the administrator.
783| imsurer—that needs—= s—to—an—insured—or—<claimant—or—to—th 812 (3) The applicant shall make available for inspection by
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813| the office copies of all contracts relating to services provided 842 specifies the rights, duties, and obligations of the between
814| by the administrator to with insurers or other persons using 843| sueh—persen—as administrator and aa insurer.
815| wkidtizing the services of the administrator. 844 (4) If a policy is issued to a trustee or trustees, a copy
816 Section 15. Subsections (1) and (3) of section 626.8817, 845 of the trust agreement and any amendments to that agreement
817| Florida Statutes, are amended to read: 846| shall be furnished to the insurer or its designee by the
818 626.8817 Responsibilities of insurance company with respect 847 administrator and shall be retained as part of the official
819| to administration of coverage insured.— 848| records of both the administrator and the insurer for the
820 (1) If an insurer uses the services of an administrator, 849 duration of the policy and for 5 years thereafter.
821 the insurer is responsible for determining the benefits, premium 850 Section 17. Subsections (3), (4), and (5) of section
822 rates, underwriting criteria, and claims payment procedures 851 626.883, Florida Statutes, are amended to read:
823 applicable to the coverage and for securing reinsurance, if any. 852 626.883 Administrator as intermediary; collections held in
824| The rules pertaining to these matters shall be provided, in 853| fiduciary capacity; establishment of account; disbursement;
825| writing, by the insurer or its designee to the administrator. 854 payments on behalf of insurer.—
826 The responsibilities of the administrator as to any of these 855 (3) If charges or premiums deposited in a fiduciary account
827| matters shall be set forth in a ke written agreement binding 856| have been collected on behalf of or for more than one insurer,
828| upon between the administrator and the insurer. 857 the administrator shall keep records clearly recording the
829 (3) If F—ea +ha—whieh an administrator administers 858| deposits in and withdrawals from such account on behalf of or
830| benefits for more than 100 certificateholders on behalf of an 859| for each insurer. The administrator shall, upon request of an
831 insurer, the insurer shall, at least semiannually, conduct a 860 insurer or its designee, furnish such insurer or designee with
832 review of the operations of the administrator. At least one such 861 copies of records pertaining to deposits and withdrawals on
833| review must be an onsite audit of the operations of the 862| behalf of or for such insurer.
834| administrator. The insurer may contract with a qualified third 863 (4) The administrator may not pay any claim by withdrawals
835| party to conduct such review. 864 from a fiduciary account. Withdrawals from such account shall be
836 Section 16. Subsections (1) and (4) of section 626.882, 865 made as provided in the written agreement required under ss.
837 Florida Statutes, are amended to read: 866 626.8817 and 626.882 bet T S e T T o TE ST ST E
838 626.882 Agreement between administrator and insurer; 867 for any of the following:
839| required provisions; maintenance of records.— 868 (a) Remittance to an insurer entitled to such remittance.
840 (1) A Ne person may not act as an administrator without a 869 (b) Deposit in an account maintained in the name of such
841 written agreement, as required under s. 626.8817, which 870 insurer.
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(c) Transfer to and deposit in a claims-paying account,
with claims to be paid as provided by such insurer.

(d) Payment to a group policyholder for remittance to the
insurer entitled to such remittance.

(e) Payment to the administrator of the commission, fees,
or charges of the administrator.

(f) Remittance of return premium to the person or persons
entitled to such returs premium.

(5) All claims paid by the administrator from funds
collected on behalf of the insurer shall be paid only on drafts
of, and as authorized by, such insurer or its designee.

Section 18. Subsection (3) of section 626.884, Florida
Statutes, is amended to read:

626.884 Maintenance of records by administrator; access;

confidentiality.—

(3) The insurer shall retain the right of continuing access

to books and records maintained by the administrator sufficient
to permit the insurer to fulfill all of its contractual

obligations to insured persons, subject to any restrictions in

the written agreement pertaining to between—the insurer and—th
administrater—on the proprietary rights of the parties in such
books and records.

Section 19. Subsections (1) and (2) of section 626.89,

Florida Statutes, are amended to read:

626.89 Annual financial statement and filing fee; notice of

change of ownership.—
(1) Each authorized administrator shall annually file with
the office a full and true statement of its financial condition,

transactions, and affairs within 3 months after the end of the
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administrator’s fiscal year—TFhestatement——shall—befited

11 baf
E=)

b2+ or within such extension of time

SRRga T 23 ¥ £OFr

therefeor as the office for good cause may have granted. The
statement must ard—shalt be for the preceding fiscal eatendar

year and must—%Fhk = ment—shatt be in such form and contain
such matters as the commission prescribes and must shedt be
verified by at least two officers of the swekh administrator. Asn
=i 1 1 + 4+ h + ] =i 1 1 + o
admiaistrateor—wh e e R e e an
+ 3 h 14+h = hich + ££37 4 + £
Fep et ettt BEeiaes Aieh <o per—an affils £
1 &k 3 3 £ Jed a1 1 £
ar—insurer;—an—admind r—of apoeted—yg ramentat——selsf
1 1 1 + + +h ot 1 1 1+
A prograf—or an—administraterthat isawniversity wma
et & As o g 2 i
b he—pr e St —pear et —within otk
£ 3 4 £ 1
after—its—fiseal—year

(2) Each authorized administrator shall also file an

audited financial statement performed by an independent

certified public accountant. The audited financial statement

shall be filed with the office within 5 months after the end of

the administrator’s fiscal year and be en—-erPbefore—June—3+ for

the preceding fiscal

+ h

administrateor—wh

adar year endingDb mber—31. An

tockhold:

r—is—an—a fation

. et
RS ¥rer; af—aamIhaT

RN 5 +h £4
£ ££

TERTR meoRtAsS—a

ard—of ttsfisealt ¥+ An audited

financial statement prepared on a consolidated basis must

include a columnar consolidating or combining worksheet that

must be filed with the statement and must comply with the

following:
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(a) Amounts shown on the consolidated audited financial
statement must be shown on the worksheet;
(b) Amounts for each entity must be stated separately; and
(c) Explanations of consolidating and eliminating entries
must be included.
Section 20. Section 626.931, Florida Statutes, is amended
to read:

626.931 Agent—affidavit—and Insurer reporting

requirements.—

a £o11 3 1 g + £ ikl fhe T i

gay—feotdowing—each—ecatendar—guarter—filewiththe Florida

< ] < ££ ££14 e £
srptas—Ein Y 55 a—affraavit o forms—=a

| hed b + 1 =1 = 1 T 2 .

PE ripbed—and—furnishedbythe Florida—Surptus—Eines Vi
£ ok that 11 1 1 : + tad b
fHieey tating—that—atd——surptas—3in TASHEaH FaASa by

g a N N ttad £
im—er—herduring such ecalendar guarter has been sSubmt €

+h Ani| a ] OFff

the—Florida—Surptus—Eines Vi 53 aS—reguired

(2\ Ty ££14 £ of +h £ choll 1ad
(2 —TFthe—affidav £—EF Fratt—inetud

(1)43) Each foreign insurer accepting premiums shall, on or
before the end of the month following each calendar quarter,
file with the Florida Surplus Lines Service Office a verified
report of all surplus lines insurance transacted by such insurer
for insurance risks located in this state during the sueh
calendar quarter.

(2)44) Each alien insurer accepting premiums shall, on or
before June 30 of each year, file with the Florida Surplus Lines
Service Office a verified report of all surplus lines insurance

transacted by such insurer for insurance risks located in this

Page 33 of 75

words underlined are additions.

958
959
960
961
962
963
964
965
966
967
968
969
970
971
972
973
974
975
976
977
978
979
980
981
982
983
984
985
986

Florida Senate - 2014 CS for SB 1260

597-02850A-14

state during the preceding calendar year.

20141260cl

(3)+45)» The department may waive the filing requirements
described in subsections (1) +3% and (2) 4.

(4)+46)» Each insurer’s report and supporting information
shall be in a computer-readable format as determined by the
Florida Surplus Lines Service Office or shkeddt be submitted on
forms prescribed by the Florida Surplus Lines Service Office and
shatdt show for each applicable agent:

(a) A listing of all policies, certificates, cover notes,
or other forms of confirmation of insurance coverage or any
substitutions thereof or endorsements thereto and the
identifying number; and

(b) Any additional information required by the department
or Florida Surplus Lines Service Office.

Section 21. Paragraph (a) of subsection (2) of section
626.932, Florida Statutes, is amended to read:

626.932 Surplus lines tax.—

(2) (a) The surplus lines agent shall make payable to the
department the tax related to each calendar quarter’s business
as reported to the Florida Surplus Lines Service Office+ and
remit the tax to the Florida Surplus Lines Service Office on or
before the 45th day after each calendar quarter at—the—same—time
as—p%ded—fe%&kﬁ—ﬁﬂ:ﬂg—e{—&kﬁ—qﬁafée&y—a—ﬁﬁdaw : : : : 7 O
626931+, The Florida Surplus Lines Service Office shall forward

to the department the taxes and any interest collected pursuant
to paragraph (b)7 within 10 days after ef receipt.

Section 22. Subsection (1) of section 626.935, Florida
Statutes, is amended to read:

626.935 Suspension, revocation, or refusal of surplus lines
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987| agent’s license.— 1016| administrative penalty.—
988 (1) The department shall deny an application for, suspend, 1017 (1) A Any licensed surplus lines agent who neglects to file
989 revoke, or refuse to renew the appointment of a surplus lines 1018 a report er—eam—affidavit in the form and within the time
990| agent and all other licenses and appointments held by the 1019| required under er—preovided—for—in the Surplus Lines Law may be
991 licensee under this codey on any of the following grounds: 1020 fined up to $50 per day for each day the neglect continues,
992 (a) Removal of the licensee’s office from the licensee’s 1021| beginning the day after the report er—affidavit was due until
993| state of residence. 1022| the date the report er—affidawvit is received. All sums collected
994 (b) Removal of the accounts and records of his or her 1023 under this section shall be deposited into the Insurance
995| surplus lines business from this state or the licensee’s state 1024| Regulatory Trust Fund.
996 of residence during the period when such accounts and records 1025 Section 24. Paragraph (g) of subsection (1) of section
997 are required to be maintained under s. 626.930. 1026 626.9541, Florida Statutes, is amended to read:
998 (c) Closure of the licensee’s office for more than 30 1027 626.9541 Unfair methods of competition and unfair or
999 consecutive days. 1028 deceptive acts or practices defined.—
1000 teh—Faitture—+to—mal are—fite—hi r—her—affidavitor 1029 (1) UNFAIR METHODS OF COMPETITION AND UNFAIR OR DECEPTIVE
1001 reports—whendue—as—reguiredb —626-931= 1030| ACTS.—The following are defined as unfair methods of competition
1002 (d)+4e) Failure to pay the tax or service fee on surplus 1031 and unfair or deceptive acts or practices:
1003| lines premiumss+ as provided in the Surplus Lines Law. 1032 (q) Certain insurance transactions through credit card
1004 (e)+4£)» Suspension, revocation, or refusal to renew or 1033 facilities prohibited.—
1005| continue the license or appointment as a general lines agent, 1034 1. Except as provided in subparagraph 3., no person shall
1006| service representative, or managing general agent. 1035| knowingly solicit or negotiate amy insurance; seek or accept
1007 (f)+4e&)> Lack of qualifications as for an original surplus 1036| applications for insurance; issue or deliver any policy;
1008 lines agent’s license. 1037 receive, collect, or transmit premiums, to or for an aay
1009 (g)+4k)» Violation of this Surplus Lines Law. 1038 insurer; or otherwise transact insurance in this state, or
1010 (h)+44) Fexr Any other applicable cause for which the license 1039| relative to a subject of insurance resident, located, or to be
1011 of a general lines agent could be suspended, revoked, or refused 1040| performed in this state, through the arrangement or facilities
1012| under s. 626.611 or s. 626.621. 1041| of a credit card facility or organization, for the purpose of
1013 Section 23. Subsection (1) of section 626.936, Florida 1042 insuring credit card holders or prospective credit card holders.
1014 Statutes, is amended to read: 1043 The term “credit card holder” as used in this paragraph means a
1015 626.936 Failure to file reports or pay tax or service fee; 1044| any person who may pay the charge for purchases or other
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1045| transactions through the credit card facility or organization, 1074 a. The insurance or policy which is the subject of the
1046| whose credit with such facility or organization is evidenced by 1075 transaction is noncancelable by any person other than the named
1047 a credit card identifying such person as being one whose charges 1076 insured, the policyholder, or the insurer;
1048| the credit card facility or organization will pay, and who is 1077 b. Any refund of unearned premium is made direetdy to the
1049 identified as such upon the credit card either by name, account 1078 credit card holder by mail or electronic transfer; and
1050| number, symbol, insignia, or amy other method or device of 1079 c. The credit card transaction is authorized by the
1051 identification. This subparagraph does not apply as to health 1080| signature of the credit card holder or other person authorized
1052 insurance or to credit life, credit disability, or credit 1081 to sign on the credit card account.
1053| property insurance. 1082
1054 2. 1If Whemewver any person does or performs in this state 1083 The conditions enumerated in sub-subparagraphs a.-c. do not
1055| any of the acts in violation of subparagraph 1. for or on behalf 1084| apply to health insurance or to credit life, credit disability,
1056 of an amy insurer or credit card facility, such insurer or 1085 or credit property insurance; and sub-subparagraph c. does not
1057 credit card facility shall be deemed keld to be doing business 1086 apply to property and casualty insurance if se—teng—as the
1058 in this state and, if an insurer, shall be subject to the same 1087 transaction is authorized by the insured.
1059| state, county, and municipal taxes as insurers that have been 1088 4. No person may use or disclose information resulting from
1060 legally qualified and admitted to do business in this state by 1089 the use of a credit card in conjunction with the purchase of
1061| agents or otherwise are subject, the same to be assessed and 1090| insurance if;—when such information is to the advantage of the
1062 collected against such insurers; and such person so doing or 1091| suweh credit card facility or an insurance agent, or is to the
1063| performing any of such acts is shaldt—be personally liable for 1092| detriment of the insured or any other insurance agent; except
1064| all such taxes. 1093| that this provision does not prohibit a credit card facility
1065 3. A licensed agent or insurer may solicit or negotiate arny 1094 from using or disclosing such information in a amy judicial
1066 insurance; seek or accept applications for insurance; issue or 1095| proceeding or consistent with applicable law on credit
1067| deliver any policy; receive, collect, or transmit premiums, to 1096| reporting.
1068| or for an amy insurer; or otherwise transact insurance in this 1097 5. Ne Such insurance may not shalt be sold through a credit
1069| state, or relative to a subject of insurance resident, located, 1098| card facility in conjunction with membership in any automobile
1070 or to be performed in this state, through the arrangement or 1099 club. The term “automobile club” means a legal entity that
1071 facilities of a credit card facility or organization, for the 1100 whieh, in consideration of dues, assessments, or periodic
1072| purpose of insuring credit card holders or prospective credit 1101| payments of money, promises its members or subscribers to assist
1073 card holders if: 1102 them in matters relating to the ownership, operation, use, or
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1103| maintenance of a motor vehicle; however, the term definition—-of 1132| actuarial science and economics to specify the manner in which
1104 avtemeobite—etubs does not include persons, associations, or 1133 insurers calculate investment income attributable to classes of
1105 corporations that whieh are organized and operated solely for 1134 insurance written in this state and the manner in which
1106| the purpose of conducting, sponsoring, or sanctioning motor 1135| investment income is used to calculate insurance rates. Such
1107 vehicle races, exhibitions, or contests upon racetracks, or upon 1136 manner must contemplate allowances for an underwriting profit
1108| race courses established and marked as such for the duration of 1137| factor and full consideration of investment income that whieh
1109| such particular event. The words “motor vehicle” used herein 1138| produce a reasonable rate of return; however, investment income
1110 shall be the same as defined in chapter 320. 1139 from invested surplus may not be considered.
1111 Section 25. Paragraph (b) of subsection (2) of section 1140 5. The reasonableness of the judgment reflected in the
1112 627.062, Florida Statutes, is amended to read: 1141 filing.
1113 627.062 Rate standards.— 1142 6. Dividends, savings, or unabsorbed premium deposits
1114 (2) As to all such classes of insurance: 1143 allowed or returned to Florida policyholders, members, or
1115 (b) Upon receiving a rate filing, the office shall review 1144 subscribers.
1116 the filing to determine whether the #f—= rate is excessive, 1145 7. The adequacy of loss reserves.
1117 inadequate, or unfairly discriminatory. In making that 1146 8. The cost of reinsurance. The office may not disapprove a
1118 determination, the office shall, in accordance with generally 1147 rate as excessive solely due to the insurer’s imsurer having
1119 accepted and reasonable actuarial techniques, consider the 1148 obtained catastrophic reinsurance to cover the insurer’s
1120| following factors: 1149| estimated 250-year probable maximum loss or any lower level of
1121 1. Past and prospective loss experience within and without 1150| loss.
1122| this state. 1151 9. Trend factors, including trends in actual losses per
1123 2. Past and prospective expenses. 1152 insured unit for the insurer making the filing.
1124 3. The degree of competition among insurers for the risk 1153 10. Conflagration and catastrophe hazards, if applicable.
1125| insured. 1154 11. Projected hurricane losses, if applicable, which must
1126 4. Investment income reasonably expected by the insurer, 1155| be estimated using a model or method, or a straight average of
1127 consistent with the insurer’s investment practices, from 1156 model results or output ranges, which are independently found to
1128| investable premiums anticipated in the filing, plus any other 1157| be acceptable or reliable by the Florida Commission on Hurricane
1129| expected income from currently invested assets representing the 1158| Loss Projection Methodologys+ and as further provided in s.
1130 amount expected on unearned premium reserves and loss reserves. 1159 627.0628.
1131| The commission may adopt rules using reasonable techniques of 1160 12. A reasonable margin for underwriting profit and
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contingencies.

13. The cost of medical services, if applicable.

14. Other relevant factors that affect the frequency or
severity of claims or expenses.

Section 26. Paragraph (d) of subsection (3) of section
627.0628, Florida Statutes, is amended to read:

627.0628 Florida Commission on Hurricane Loss Projection
Methodology; public records exemption; public meetings
exemption.—

(3) ADOPTION AND EFFECT OF STANDARDS AND GUIDELINES.—

(d) With respect to a rate filing under s. 627.062, an
insurer shall employ and may not modify or adjust actuarial
methods, principles, standards, models, or output ranges found
by the commission to be accurate or reliable in determining
hurricane loss factors for use in a rate filing under s.
627.062. An insurer shall employ and may not modify or adjust
models found by the commission to be accurate or reliable in
determining probable maximum loss levels pursuant to paragraph
(b) with respect to a rate filing under s. 627.062 made more
than 180 68 days after the commission has made such findings.

This paragraph does not prohibit an insurer from using a

straight average of model results or output ranges or using

straight averages for the purposes of a rate filing under s.
627.062.
Section 27. Subsection (8) of section 627.0651, Florida

Statutes, 1s amended to read:
627.0651 Making and use of rates for motor vehicle
insurance.—

(8) Rates are not unfairly discriminatory if averaged
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broadly among members of a group; nor are rates unfairly
discriminatory even though they are lower than rates for
nonmembers of the group. However, such rates are unfairly
discriminatory if they are not actuarially measurable and
credible and sufficiently related to actual or expected loss and
expense experience of the group so as to ensure assure that
nonmembers of the group are not unfairly discriminated against.
Use of a single United States Postal Service zip code as a

rating territory shall be deemed unfairly discriminatory unless

filed pursuant to paragraph (1) (a) and such rating territory

incorporates sufficient actual or expected loss and loss

adjustment expense experience so as to be actuarially measurable

and credible.

Section 28. Present subsections (2) through (4) of section
627.072, Florida Statutes, are redesignated as subsections (3)
through (5), respectively, and a new subsection (2) is added to
that section, to read:

627.072 Making and use of rates.—

(2) A retrospective rating plan may contain a provision

that allows for the negotiation of premium between the employer

and the insurer for employers having exposure in more than one

state, an estimated annual standard premium in this state of

$175,000, and an estimated annual countrywide standard premium

of $1 million or more for workers’ compensation.

Section 29. Subsection (2) of section 627.281, Florida
Statutes, 1s amended to read:

627.281 Appeal from rating organization; workers’
compensation and employer’s liability insurance filings.—

(2) If the sueh appeal is based on upern the failure of the
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1219| rating organization to make a filing on behalf of a sweh member 1248| implement a clearinghouse program by January 1, 2014.
1220| or subscriber which is based on a system of expense provisions 1249 (9) The 45-day notice of nonrenewal requirement set forth
1221 which €iffers, in accordance with the right granted in s. 1250 in s. 627.4133(2) (b)5. 627413324 =b~ applies when a policy
1222 627.072(3) 62404242y, differs from the system of expense 1251 is nonrenewed by the corporation because the risk has received
1223| provisions included in a filing made by the rating organization, 1252| an offer of coverage pursuant to this section which renders the
1224 the office shall, if it grants the appeal, order the rating 1253 risk ineligible for coverage by the corporation.
1225| organization to make the requested filing for use by the 1254 Section 32. Section 627.3519, Florida Statutes, is
1226| appellant. In deciding such appeal, the office shall apply the 1255| repealed.
1227| applicable standards set forth in ss. 627.062 and 627.072. 1256 Section 33. Section 627.409, Florida Statutes, is amended
1228 Section 30. Paragraph (h) of subsection (5) of section 1257 to read:
1229 627.311, Florida Statutes, is amended to read: 1258 627.409 Representations in applications; warranties.—
1230 627.311 Joint underwriters and joint reinsurers; public 1259 (1) Any statement or description made by or on behalf of an
1231 records and public meetings exemptions.— 1260 insured or annuitant in an application for an insurance policy
1232 (5) 1261 or annuity contract, or in negotiations for a policy or
1233 (h) Any premium or assessments collected by the plan in 1262 contract, is a representation and +s not a warranty. Except as
1234 excess of the amount necessary to fund projected ultimate 1263| provided in subsection (3), a misrepresentation, omission,
1235 incurred losses and expenses of the plan and not paid to 1264 concealment of fact, or incorrect statement may prevent recovery
1236| insureds of the plan in conjunction with loss prevention or 1265| under the contract or policy only if any of the following apply:
1237| dividend programs shall be retained by the plan for future use. 1266 (a) The misrepresentation, omission, concealment, or
1238| Any state funds received by the plan in excess of the amount 1267 statement is fraudulent or is material either to the acceptance
1239| necessary to fund deficits in subplan D or any tier shall be 1268| of the risk or to the hazard assumed by the insurer.
1240| returned to the state. Any dividend payable to a former insured 1269 (b) If the true facts had been known to the insurer
1241| of the plan may be retained by the plan for future use upon such 1270| pursuant to a policy requirement or other requirement, the
1242| terms as set forth in the declaration of dividend. 1271 insurer in good faith would not have issued the policy or
1243 Section 31. Subsection (9) of section 627.3518, Florida 1272 contract, would not have issued it at the same premium rate,
1244 Statutes, 1s amended to read: 1273| would not have issued a policy or contract in as large an
1245 627.3518 Citizens Property Insurance Corporation 1274| amount, or would not have provided coverage with respect to the
1246| policyholder eligibility clearinghouse program.—The purpose of 1275| hazard resulting in the loss.
1247| this section is to provide a framework for the corporation to 1276 (2) A breach or violation by the insured of a amy warranty,
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1277 condition, or provision of a amy wet marine or transportation 1306 ++—TFhe—insurer shall give the first—named insured—written
1278 insurance policy, contract of insurance, endorsement, or 1307 Aot £ nonrenewal;—eaneceltlation—or termination at Jteast 120
1279 application £herefeor does not void the policy or contract, or 1308 e prior—to—th ffeetd dat f—+thernonrenewaly
1280 constitute a defense to a loss thereon, unless such breach or 1309 cancettation,—or termination for a first-named insured whose
1281 violation increased the hazard by any means within the control 1310 resitdentialstrueture has beeninsured by that insurer or an
1282| of the insured. 1311| affiliatedinsurer for atJteast—a—5 ar—period—immediately
1283 (3) For residential property insurance, if a policy or 1312| prier—+teo—thedat £ the—writtennoti
1284 contract is in effect for more than 90 days, a claim filed by 1313 1.2= If cancellation is for nonpayment of premium, at least
1285 the insured may not be denied based on credit information 1314 10 days’ written notice of cancellation accompanied by the
1286 available in public records. 1315 reason therefor must be given. As used in this subparagraph, the
1287 Section 34. Paragraph (b) of subsection (2) of section 1316 term “nonpayment of premium” means failure of the named insured
1288 627.4133, Florida Statutes, is amended to read: 1317| to discharge when due her or his obligations for paying the
1289 627.4133 Notice of cancellation, nonrenewal, or renewal 1318| premium 4w areetion—withthe payment—of premiums on a policy
1290 premium.— 1319 or an any installment of such premium, whether the premium is
1291 (2) With respect to a amy personal lines or commercial 1320| payable directly to the insurer or its agent or indirectly under
1292 residential property insurance policy, including ay—but—met 1321 any premium finance plan or extension of credit, or failure to
1293 timited—te—any homeowner’s, mobile home owner’s, farmowner’s, 1322 maintain membership in an organization if such membership is a
1294 condominium association, condominium unit owner’s, apartment 1323| condition precedent to insurance coverage. The term also means
1295| building, or other policy covering a residential structure or 1324| the failure of a financial institution to honor an insurance
1296| 1its contents: 1325| applicant’s check after delivery to a licensed agent for payment
1297 (b) The insurer shall give the first-named insured written 1326| of a premium, even if the agent has previously delivered or
1298 notice of nonrenewal, cancellation, or termination at least 120 1327 transferred the premium to the insurer. If a dishonored check
1299| 166 days before the effective date of the nonrenewal, 1328| represents the initial premium payment, the contract and all
1300| cancellation, or termination. Hew r—the—insurer shatl o+ = 1329| contractual obligations are void ab initio unless the nonpayment
1301 teast100—days—written noticer—or written notd by—JFure—t5 1330 is cured within the earlier of 5 days after actual notice by
1302 whieh i srlier;—for any nonrenewal; canecetlation;—oF 1331 certified mail is received by the applicant or 15 days after
1303 1332| notice is sent to the applicant by certified mail or registered
1304| 39+ The notice must include the reason or reasons for the 1333| mail.y—=ana If the contract is void, any premium received by the
1305| nonrenewal, cancellation, or termination, except that: 1334 insurer from a third party must be refunded to that party in
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2.3+ If sweh cancellation or termination occurs during the
first 90 days the insurance is in force and the insurance is
canceled or terminated for reasons other than nonpayment of
premium, at least 20 days’ written notice of cancellation or
termination accompanied by the reason therefor must be given
unless there has been a material misstatement or
misrepresentation or failure to comply with the underwriting
requirements established by the insurer.

3. After the policy has been in effect for 90 days, the

insurer may not cancel the policy unless there has been a

material misstatement, a nonpayment of premium, a failure to

comply with underwriting requirements established by the insurer

within 90 days after the date of effectuation of coverage, or a

substantial change in the risk covered by the policy or the

cancellation is for all insureds under such policies for a class

of insureds. This subparagraph does not apply to individually

rated risks having a policy term of less than 90 days.

4. After a policy or contract has been in effect for 90

days, the insurer may not cancel or terminate the policy or

contract based on credit information available in public

records. The—reguirement for providing written noti < G

h
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13 £+ 627 70
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5.b+ A policy that is nonrenewed by Citizens Property
Insurance Corporation, pursuant to s. 627.351(6), for a policy
that has been assumed by an authorized insurer offering
replacement coverage to the policyholder is exempt from the
notice requirements of paragraph (a) and this paragraph. In such
cases, the corporation must give the named insured written
notice of nonrenewal at least 45 days before the effective date

of the nonrenewal.
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6.5+ Notwithstanding any other prewisien—ef law, an insurer
may cancel or nonrenew a property insurance policy after at
least 45 days’ notice if the office finds that the early
cancellation of some or all of the insurer’s policies is
necessary to protect the best interests of the public or
policyholders and the office approves the insurer’s plan for
early cancellation or nonrenewal of some or all of its policies.
The office may base such finding upon the financial condition of
the insurer, lack of adequate reinsurance coverage for hurricane

risk, or other relevant factors. The office may condition its
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1393| finding on the consent of the insurer to be placed under 1422| to the claimant and shedd forward the sweh request for
1394| administrative supervision pursuant to s. 624.81 or to the 1423| information as required by this subsection to all affected
1395| appointment of a receiver under chapter 631. 1424 insurers. The insurer shall +herm supply the required information
1396 7.6+ A policy covering both a home and a motor vehicle may 1425| reguired—in—this—subseetion to the claimant within 30 days after
1397 be nonrenewed for any reason applicable to either the property 1426| ef receipt of such request.
1398| or motor vehicle insurance after providing 90 days’ notice. 1427 Section 36. Subsection (1) of section 627.421, Florida
1399 Section 35. Subsection (1) of section 627.4137, Florida 1428 Statutes, 1is amended to read:
1400 Statutes, is amended to read: 1429 627.421 Delivery of policy.—
1401 627.4137 Disclosure of certain information required.— 1430 (1) Subject to the insurer’s requirement as to payment of
1402 (1) Each insurer that provides whieh—dees or may provide 1431 premium, every policy shall be mailed, delivered, or
1403| 1liability insurance coverage to pay all or a portion of a amy 1432| electronically transmitted to the insured or to the person
1404| claim that whieh might be made shall previde, within 30 days 1433| entitled thereto within met—Zater—than 60 days after the
1405| after ef the written request of the claimant, provide a 1434 effectuation of coverage. Notwithstanding any other provision of
1406| statement, under oath, of a corporate officer or the insurer’s 1435| law, an insurer may allow a policyholder of personal lines
1407 claims manager, e¥ superintendent, or licensed company adjuster 1436| insurance to affirmatively elect delivery of the policy
1408 setting forth the following information with regard to each 1437 documents, including policies, endorsements, notices, or other
1409| known policy of insurance, including excess or umbrella 1438| documents, by electronic means in lieu of delivery by mail.
1410| insurance: 1439| Electronic transmission of a policy for commercial risks,
1411 (a) The name of the insurer. 1440 including, but not limited to, workers’ compensation and
1412 (b) The name of each insured. 1441 employers’ liability, commercial automobile liability,
1413 (c) The limits of the liability coverage. 1442 commercial automobile physical damage, commercial lines
1414 (d) A statement of any policy or coverage defense that the 1443 residential property, commercial nonresidential property, farm
1415| whieh—sueh insurer reasonably believes is available to the sueh 1444| owners’ insurance, and the types of commercial lines risks set
1416 insurer at the time of filing such statement. 1445 forth in s. 627.062(3) (d), constitute shall—eonstitute delivery
1417 (e) A copy of the policy. 1446| to the insured or to the person entitled to delivery, unless the
1418 1447 insured or the person entitled to delivery communicates to the
1419| ZIn—additieny The insured, or her or his insurance agent, upon 1448| insurer in writing or electronically that he or she does not
1420| written request of the claimant or the claimant’s attorney, 1449 agree to delivery by electronic means. Electronic transmission
1421| shall also disclose the name and coverage of each known insurer 1450| must sheadt include a notice to the insured or to the person
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1451| entitled to delivery of a policy of his or her right to receive 1480| be surrendered, including the amount of any surrender charge,
1452| the policy via United States mail rather than via electronic 1481| the loss of any minimum interest rate guarantees, the amount of
1453| transmission. A paper copy of the policy shall be provided to 1482| any tax consequences resulting from the surrender, the amount of
1454| the insured or to the person entitled to delivery at his or her 1483| any forfeited death benefit, and the value of any other
1455 request. 1484 investment performance guarantees being forfeited as a result of
1456 Section 37. Subsection (2) of section 627.43141, Florida 1485| the surrender. This section also applies to a person performing
1457 Statutes, 1is amended to read: 1486| insurance agent activities pursuant to an exemption from
1458 627.43141 Notice of change in policy terms.— 1487 licensure under this part.
1459 (2) A renewal policy may contain a change in policy terms. 1488 Section 39. Paragraph (b) of subsection (4) of section
1460 If a renewal policy contains dees—eentain such change, the 1489 627.7015, Florida Statutes, is amended to read:
1461 insurer must give the named insured written notice of the 1490 627.7015 Alternative procedure for resolution of disputed
1462 change, which may must be enclosed along with the written notice 1491 property insurance claims.—
1463 of renewal premium required by ss. 627.4133 and 627.728 or be 1492 (4) The department shall adopt by rule a property insurance
1464 sent in a separate notice that complies with the nonrenewal 1493| mediation program to be administered by the department or its
1465| mailing time requirement for that particular line of business. 1494| designee. The department may also adopt special rules which are
1466 The insurer must also provide a sample copy of the notice to the 1495 applicable in cases of an emergency within the state. The rules
1467 insured’s insurance agent before or at the same time that notice 1496| shall be modeled after practices and procedures set forth in
1468| 1s given to the insured. Such notice shall be entitled “Notice 1497| mediation rules of procedure adopted by the Supreme Court. The
1469| of Change in Policy Terms.” 1498| rules must shait provide fex:
1470 Section 38. Section 627.4553, Florida Statutes, is created 1499 (b) Qualifications, denial of application, suspension,
1471| to read: 1500| revocation of approval, and other penalties for ef mediators as
1472 627.4553 Recommendations to surrender.—If an insurance 1501 provided in s. 627.745 and in the Florida Rules for ef Certified
1473| agent recommends the surrender of an annuity or life insurance 1502| and Court-Appointed Ceurt—Appointed Mediators—and—feor—such
1474| policy containing a cash value and is not recommending that the 1503| ether—individualsasare—eguatified by education,—trainingr—or
1475| proceeds from the surrender be used to fund or purchase another 1504 perien as—thedepartment—determin to—be—appreopriat
1476 annuity or life insurance policy, before execution of the 1505 Section 40. Section 627.70151, Florida Statutes, 1is created
1477 surrender, the insurance agent, or the insurance company if no 1506| to read:
1478| agent is involved, shall provide, on a form adopted by rule by 1507 627.70151 Appraisal; conflicts of interest.—An insurer that
1479| the department, information concerning the annuity or policy to 1508| offers residential coverage, as defined in s. 627.4025, or a
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1509| policyholder that uses an appraisal clause in the property 1538| 1is not otherwise ineligible for certification as provided in s.
1510 insurance contract to establish a process for estimating or 1539 627.7074.
1511| evaluating the amount of the loss through the use of an 1540 Section 42. Subsections (3), (7), and (18) of section
1512 impartial umpire may challenge the umpire’s impartiality and 1541 627.7074, Florida Statutes, are amended to read:
1513| disqualify the proposed umpire only if: 1542 627.7074 Alternative procedure for resolution of disputed
1514 (1) A familial relationship within the third degree exists 1543| sinkhole insurance claims.—
1515| between the umpire and a party or a representative of a party; 1544 (3) Following the receipt of the report required provided
1516 (2) The umpire has previously represented a party or a 1545| wunder s. 627.7073 or the denial of a claim for a sinkhole loss,
1517 representative of a party in a professional capacity in the same 1546| the insurer shall notify the policyholder of his or her right to
1518 or a substantially related matter; 1547 participate in the neutral evaluation program under this section
1519 (3) The umpire has represented another person in a 1548| 1if coverage is available under the policy and the claim was
1520| professional capacity on the same or a substantially related 1549| submitted within the timeframe provided in s. 627.706(5).
1521| matter, which includes the claim, same property, or an adjacent 1550 Neutral evaluation supersedes the alternative dispute resolution
1522| property and that other person’s interests are materially 1551| process under s. 627.7015 but does not invalidate the appraisal
1523| adverse to the interests of any party; or 1552 clause of the insurance policy. The insurer shall provide to the
1524 (4) The umpire has worked as an employer or employee of a 1553| policyholder the consumer information pamphlet prepared by the
1525| party within the preceding 5 years. 1554| department pursuant to subsection (1) electronically or by
1526 Section 41. Paragraph (c) of subsection (2) of section 1555 United States mail.
1527 627.706, Florida Statutes, is amended to read: 1556 (7) Upon receipt of a request for neutral evaluation, the
1528 627.706 Sinkhole insurance; catastrophic ground cover 1557| department shall provide the parties a list of certified neutral
1529| collapse; definitions.— 1558| evaluators. The department shall allow the parties to submit
1530 (2) As used in ss. 627.706-627.7074, and as used in 1559 requests for disqualifying te—disgualtify evaluators on the list
1531 connection with any policy providing coverage for a catastrophic 1560| for cause.
1532| ground cover collapse or for sinkhole losses, the term: 1561 (a) The department shall disqualify neutral evaluators for
1533 (c) “Neutral evaluator” means a professional engineer or a 1562 cause based only on any of the following grounds:
1534| professional geologist who has completed a course of study in 1563 1. A familial relationship exists between the neutral
1535| alternative dispute resolution designed or approved by the 1564| evaluator and either party or a representative of either party
1536 department for use in the neutral evaluation process, ané who is 1565| within the third degree.
1537| determined by the department to be fair and impartial, and who 1566 2. The proposed neutral evaluator has, in a professional
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1567 capacity, previously represented either party or a 1596 (c)+4k} The parties shall appoint a neutral evaluator from
1568| representative of either party, in the same or a substantially 1597| the department list and promptly inform the department. If the
1569 related matter. 1598| parties cannot agree to a neutral evaluator within 14 business
1570 3. The proposed neutral evaluator has, in a professional 1599| days, the department shall appoint a neutral evaluator from the
1571 capacity, represented another person in the same or a 1600 list of certified neutral evaluators. The department shall allow
1572 substantially related matter and that person’s interests are 1601 each party to disqualify two neutral evaluators without cause.
1573| materially adverse to the interests of the parties. The term 1602| Upon selection or appointment, the department shall promptly
1574 “substantially related matter” means participation by the 1603 refer the request to the neutral evaluator.
1575 neutral evaluator on the same claim, property, or adjacent 1604 (d)+4e} Within 14 business days after the referral, the
1576| property. 1605 neutral evaluator shall notify the policyholder and the insurer
1577 4. The proposed neutral evaluator has, within the preceding 1606 of the date, time, and place of the neutral evaluation
1578| 5 years, worked as an employer or employee of a amy party to the 1607 conference. The conference may be held by telephone, if feasible
1579| case. 1608| and desirable. The neutral evaluator shall make reasonable
1580 (b) The department shall deny an application, or suspend or 1609| efforts to hold the conference within 90 days after the receipt
1581 revoke the certification, of a neutral evaluator to serve in the 1610| of the request by the department. Failure of the neutral
1582 neutral evaluator capacity if the department finds that one or 1611 evaluator to hold the conference within 90 days does not
1583| more of the following grounds exist: 1612 invalidate either party’s right to neutral evaluation or to a
1584 1. Lack of one or more of the qualifications for 1613| neutral evaluation conference held outside this timeframe.
1585 certification specified in this section. 1614 (18) The department shall adopt rules of procedure for the
1586 2. Material misstatement, misrepresentation, or fraud in 1615| neutral evaluation process and for certifying, denying or
1587| obtaining or attempting to obtain the certification. 1616| suspending the certification of, and revoking certification as,
1588 3. Demonstrated lack of fitness or trustworthiness to act 1617| a neutral evaluator.
1589 as a neutral evaluator. 1618 Section 43. Subsection (8) of section 627.711, Florida
1590 4. Fraudulent or dishonest practices in the conduct of an 1619 Statutes, is amended to read:
1591 evaluation or in the conduct of business in the financial 1620 627.711 Notice of premium discounts for hurricane loss
1592 services industry. 1621| mitigation; uniform mitigation verification inspection form.—
1593 5. Violation of any provision of this code or of a lawful 1622 (8) At its expense, the insurer may require that a uniform
1594 order or rule of the department or aiding, instructing, or 1623| mitigation verification form provided by a policyholder, a
1595| encouraging another party to commit such violation. 1624| policyholder’s agent, or an authorized mitigation inspector or
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1625| inspection company be independently verified by an inspector, an 1654 (2) If an insurer cancels a policy of motor vehicle
1626 inspection company, or an independent third-party quality 1655 insurance, the insurer must mail or electronically transfer the
1627 assurance provider that whieh possesses a quality assurance 1656 unearned premium portion of any premium within 15 days after the
1628| program before accepting the uniform mitigation verification 1657| effective date of the policy cancellation.
1629| form as valid. The insurer may exempt from additional 1658 (3) If the unearned premium is not mailed or electronically
1630 independent verification any uniform mitigation verification 1659 transferred within the applicable period, the insurer must pay
1631 form provided by a policyholder, a policyholder’s agent, an 1660| to the insured 8 percent interest on the amount due. If the
1632| authorized mitigation inspector, or an inspection company that 1661| unearned premium is not mailed or electronically transferred
1633| possesses a quality assurance program that meets the standards 1662 within 45 days after the applicable period, the insured may
1634 established by the insurer. A uniform mitigation verification 1663| bring an action against the insurer pursuant to s. 624.155.
1635| form provided by a policyholder, a policyholder’s agent, an 1664 Section 45. Paragraph (a) of subsection (5) of section
1636| authorized mitigation inspector, or an inspection company to 1665| 627.736, Florida Statutes, is amended to read:
1637 Citizens Property Insurance Corporation is not subject to 1666 627.736 Required personal injury protection benefits;
1638 additional verification, and the property is not subject to 1667 exclusions; priority; claims.—
1639| reinspection by the corporation, absent material changes to the 1668 (5) CHARGES FOR TREATMENT OF INJURED PERSONS.—
1640 structure for the term stated on the form if the form signed by 1669 (a) A physician, hospital, clinic, or other person or
1641 a qualified inspector was submitted to, reviewed, and verified 1670 institution lawfully rendering treatment to an injured person
1642| by a quality assurance program approved by the corporation 1671 for a bodily injury covered by personal injury protection
1643| before submission to the corporation. 1672 insurance may charge the insurer and injured party only a
1644 Section 44. Subsections (1), (2), and (3) of section 1673 reasonable amount pursuant to this section for the services and
1645 627.7283, Florida Statutes, are amended to read: 1674 supplies rendered, and the insurer providing such coverage may
1646 627.7283 Cancellation; return of premium.— 1675 directly pay fe¥ such charges direetdy to the sweh person or
1647 (1) If the insured cancels a policy of motor vehicle 1676| institution lawfully rendering sweh treatment if the insured
1648| insurance, the insurer must mail or electronically transfer the 1677 receiving such treatment or his or her guardian has
1649 unearned portion of any premium paid within 30 days after the 1678 countersigned the properly completed invoice, bill, or claim
1650| effective date of the policy cancellation or receipt of notice 1679| form approved by the office upon which such charges are to be
1651| or request for cancellation, whichever is later. This 1680| paid fer as having actually been rendered, to the best knowledge
1652 requirement applies to a cancellation initiated by an insured 1681| of the insured or his or her guardian. However, such a charge
1653| for any reason. 1682| may not exceed the amount the person or institution customarily
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charges for like services or supplies. In determining whether a
charge for a particular service, treatment, or otherwise is
reasonable, consideration may be given to evidence of usual and
customary charges and payments accepted by the provider involved
in the dispute, reimbursement levels in the community and

various federal and state medical fee schedules applicable to
motor vehicle and other insurance coverages, and other
information relevant to the reasonableness of the reimbursement

£

+ ; + + + 1
Ehr riee;—treatment;—or—suppt

1. The insurer may limit reimbursement to 80 percent of the
following schedule of maximum charges:

a. For emergency transport and treatment by providers
licensed under chapter 401, 200 percent of Medicare.

b. For emergency services and care provided by a hospital
licensed under chapter 395, 75 percent of the hospital’s usual
and customary charges.

c. For emergency services and care as defined by s. 395.002
provided in a facility licensed under chapter 395 rendered by a
physician or dentist, and related hospital inpatient services
rendered by a physician or dentist, the usual and customary
charges in the community.

d. For hospital inpatient services, other than emergency
services and care, 200 percent of the Medicare Part A
prospective payment applicable to the specific hospital
providing the inpatient services.

e. For hospital outpatient services, other than emergency
services and care, 200 percent of the Medicare Part A Ambulatory
Payment Classification for the specific hospital providing the

outpatient services.
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f. For all other medical services, supplies, and care, 200
percent of the allowable amount under:

(I) The participating physicians fee schedule of Medicare
Part B, except as provided in sub-sub-subparagraphs (II) and
(ITI).

(IT) Medicare Part B, in the case of services, supplies,
and care provided by ambulatory surgical centers and clinical
laboratories.

(III) The Durable Medical Equipment Prosthetics/Orthotics
and Supplies fee schedule of Medicare Part B, in the case of

durable medical equipment.

However, if such services, supplies, or care is not reimbursable
under Medicare Part B, as provided in this sub-subparagraph, the
insurer may limit reimbursement to 80 percent of the maximum
reimpursable allowance under workers’ compensation, as
determined under s. 440.13 and rules adopted thereunder which
are in effect at the time such services, supplies, or care is
provided. Services, supplies, or care that is not reimbursable
under Medicare or workers’ compensation is not required to be
reimbursed by the insurer.

2. For purposes of subparagraph 1., the applicable fee
schedule or payment limitation under Medicare is the fee
schedule or payment limitation in effect on March 1 of the year
in which the services, supplies, or care is rendered and for the
area in which such services, supplies, or care is rendered, and

the applicable fee schedule or payment limitation applies from

March 1 until the last day of February £hreugheut—the remainder

of the following £hat year, notwithstanding any subsequent
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change made to the fee schedule or payment limitation, except
that it may not be less than the allowable amount under the
applicable schedule of Medicare Part B for 2007 for medical
services, supplies, and care subject to Medicare Part B.

3. Subparagraph 1. does not allow the insurer to apply a
any limitation on the number of treatments or other utilization
limits that apply under Medicare or workers’ compensation. An
insurer that applies the allowable payment limitations of
subparagraph 1. must reimburse a provider who lawfully provided
care or treatment under the scope of his or her license,
regardless of whether such provider is entitled to reimbursement
under Medicare due to restrictions or limitations on the types
or discipline of health care providers who may be reimbursed for
particular procedures or procedure codes. However, subparagraph
1. does not prohibit an insurer from using the Medicare coding
policies and payment methodologies of the federal Centers for
Medicare and Medicaid Services, including applicable modifiers,
to determine the appropriate amount of reimbursement for medical
services, supplies, or care if the coding policy or payment
methodology does not constitute a utilization limit.

4. If an insurer limits payment as authorized by
subparagraph 1., the person providing such services, supplies,
or care may not bill or attempt to collect from the insured any
amount in excess of such limits, except for amounts that are not
covered by the insured’s personal injury protection coverage due

to the coinsurance amount or maximum policy limits.

5. Effeet: Foty—3—20+2+ An insurer may limit payment as
authorized by this paragraph only if the insurance policy

includes a notice at the time of issuance or renewal that the
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to the schedule of charges

specified in this paragraph. A policy form approved by the

office satisfies this requirement.

charge for an amount less than the

If a provider submits a

amount allowed under

subparagraph 1., the insurer may pay the amount of the charge

submitted.

Section 46. Subsection (1) and paragraphs (a) and (b) of

subsection (2) of section 627.744,
to read:
627.744 Required preinsurance

passenger motor vehicles.—

Florida Statutes, are amended

inspection of private

(1) A private passenger motor vehicle insurance policy

providing physical damage coverage,

comprehensive coverage, may not be

including collision or

issued in this state unless

the insurer has inspected the motor vehicle in accordance with

this section. Physical damage coverage on a motor vehicle may

not be suspended during the term of the policy due to the

applicant’s failure to provide required documents. However,

payment of a claim may be conditioned upon the insurer’s receipt

of the required documents, and physical damage loss occurring

after the effective date of coverage is not payable until the

documents are provided to the insurer.

(2) This section does not apply:

(a) To a policy for a policyholder who has been insured for

2 years or longer, without interruption, under a private

passenger motor vehicle policy that whieh provides physical

damage coverage for any vehicley if the agent of the insurer

verifies the previous coverage.

(b) To a new, unused motor vehicle purchased or leased from
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Section 47. Paragraph (b) of su
627.745, Florida Statutes, is amende
and (5) of that section are redesign

(6), respectively, and a new subsect

bsection (3) of section
d, present subsections (4)
ated as subsections (5) and

ion (4) is added to that

section, to read:
627.745 Mediation of claims.—
(3)

(b) To qualify for approval as a mediator, an individual =

perser must meet one of the following qualifications:

1. Possess an active certification as a Florida Supreme
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Court certified circuit court mediator. A circuit court mediator

whose certification is in a lapsed,

suspended, or decertified

status is not eligible to participate in the program a—masters
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2. Be an approved department mediator as of July 1, 2014,

and have conducted at least one mediation on behalf of the

department within the 4 years immediately preceding that ke

£3 g ith the o + +

date the—applicationfor approval—+

1
Tree—WItrr e —Geparementy

a

h 1
fror Hmpret

i o £ I
SR g a4 HOUFE

N A
o program—appE =

a £ 1 +

the d + + g £

re—aepartment—ant =2

[oR
[0}

+th

11
By S—a— o

N L q 5
T FarRTRg—program—ana—appt by

ST Rt TO

4 +£h 4 + £
ne—Gepartment.

dd £ +]
T

+ o 11 3 1 =] 17
23 g program—Sharr ThReTruae—anReaaaar S5—ax= Tt

1
ThSurah nomeRerattaE

(4) The department shall deny an application, or suspend or

revoke its approval of a mediator or certification of a neutral

evaluator to serve in such capacity,

if the department finds

that any of the following grounds exist:

(a) Lack of one or more of the qualifications for approval

or certification specified in this section.

(b) Material misstatement, misrepresentation, or fraud in
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obtaining, or attempting to obtain, the approval or

certification.

(c) Demonstrated lack of fitness or trustworthiness to act

as a mediator or neutral evaluator.

(d) Fraudulent or dishonest practices in the conduct of

mediation or neutral evaluation or in the conduct of business in

the financial services industry.

(e) Violation of any provision of this code or of a lawful

order or rule of the department, violation of the Florida Rules

of Certified and Court Appointed Mediators, or aiding,

instructing, or encouraging another party in committing such a

violation.

The department may adopt rules to administer this subsection.

Section 48. Subsection (8) of section 627.782, Florida

Statutes, is amended to read:

627.782 Adoption of rates.—

(8) Each title insurance agency and insurer licensed to do
business in this state and each insurer’s direct or retail
business in this state shall maintain and submit information,
including revenue, loss, and expense data, as the office
determines necessary to assist in the analysis of title
insurance premium rates, title search costs, and the condition
of the title insurance industry in this state. This information
must be transmitted to the office annually by May Mareh 31 of
the year after the reporting year. The commission shall adopt
rules regarding the collection and analysis of the data from the
title insurance industry.

Section 49. Subsections (1), (3), (10), and (12) of section
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628.461, Florida Statutes, are amended to read:

628.461 Acquisition of controlling stock.—

(1) A person may not, individually or in conjunction with
an any affiliated person of such person, acquire directly or
indirectly, conclude a tender offer or exchange offer for, enter
into any agreement to exchange securities for, or otherwise
finally acquire 10 & percent or more of the outstanding voting
securities of a domestic stock insurer or of a controlling
companys+ unless:

(a) The person or affiliated person has filed with the
office and sent to the insurer and controlling company a letter
of notification regarding the transaction or proposed
transaction within re—2dater—+than 5 days after any form of tender
offer or exchange offer is proposedsy or within mre—Jdater—+than 5
days after the acquisition of the securities if no tender offer
or exchange offer is involved. The notification must be provided
on forms prescribed by the commission containing information
determined necessary to understand the transaction and identify
all purchasers and owners involved;

(b) The person or affiliated person has filed with the
office a statement as specified in subsection (3). The statement
must be completed and filed within 30 days after:

1. Any definitive acquisition agreement is entered;

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

3. The acquisition of the securities+ if no definitive
acquisition agreement, tender offer, or exchange offer is
involved; and

(c) The office has approved the tender or exchange offer,
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or acquisition if no tender offer or exchange offer is involved,

and approval is in effect.
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disattewanee~ A filing as required under this subsection must be
made as to any acquisition that equals or exceeds 10 percent of
the outstanding voting securities.

(3) The statement to be filed with the office under
subsection (1) and furnished to the insurer and controlling
company must shaltd contain the following information and any
additional information as the office deems necessary to
determine the character, experience, ability, and other
qualifications of the person or affiliated person of such person
for the protection of the policyholders and shareholders of the
insurer and the public:

(a) The identity of, and the background information

specified in subsection (4) on, each natural person by whom, or
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on whose behalf, the acquisition is to be made; and, if the

acquisition is to be made by, or on behalf of, a corporation,

association, or trust, as to the corporation, association, or

trust and as to any person who eemtrets—either directly or

indirectly controls the corporation, association, or trust, the

identity

of, and the background information specified in

subsection (4) on, each director, officer, trustee, or other

natural person performing duties similar to those of a director,

officer,
(b)

or trustee for the corporation, association, or trust;

The source and amount of the funds or other

consideration used, or to be used, in making the acquisition;

(c)

Any plans or proposals that whiek such persons may have

made to liquidate such insurer, to sell any of its assets or

merge or

consolidate it with any person, or to make any other

major change in its business or corporate structure or

management; and any plans or proposals that which such persons

may have
insurer,
with any
business

(d)

made to liquidate any controlling company of such

to sell any of its assets or merge or consolidate it
person, or to make any other major change in its

or corporate structure or management;

The number of shares or other securities which the

person or affiliated person of such person proposes to acquire,

the terms of the proposed acquisition, and the manner in which

the securities are to be acquired; and

(e)

Information as to any contract, arrangement, or

understanding with any party with respect to any of the

securities of the insurer or controlling company, including, but

not limited to, information relating to the transfer of any of

the securities, option arrangements, puts or calls, or the
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giving or withholding of proxies, which information names the
party with whom the contract, arrangement, or understanding has
been entered into and gives the details thereof.

(10) Upon notification to the office by the domestic stock
insurer or a controlling company that any person or any
affiliated person of such person has acquired 10 & percent or
more of the outstanding voting securities of the domestic stock
insurer or controlling company without complying with +he
provisiens—ef this section, the office shall order that the
person and any affiliated person of such person cease
acquisition of any further securities of the domestic stock
insurer or controlling company; however, the person or any
affiliated person of such person may request a proceeding, which
proeceeding shall be convened within 7 days after the rendering
of the order for the sole purpose of determining whether the
person, individually or in connection with an amy affiliated
person of such person, has acquired 10 & percent or more of the
outstanding voting securities of a domestic stock insurer or
controlling company. Upon the failure of the person or
affiliated person to request a hearing within 7 days, or upon a
determination at a hearing convened pursuant to this subsection

that the person or affiliated person has acquired voting

securities of a domestic stock insurer or
violation of this section, the office may
affiliated person to divest themselves of
so acquired.

(12)4e)> A presumption of control may

controlling company in
order the person and

any voting securities

be rebutted by filing

a disclaimer of control. A person may fil

e a disclaimer of

control with the office. The disclaimer must fully disclose all
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material relationships and bases for affiliation between the

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

affiliation. The disclaimer of control shall be filed on a form

prescribed by the office, or a person or acquiring party may

file with the office a copy of a Schedule 13G on file with the

Securities and Exchange Commission pursuant to Rule 13d-1(b) or

Rule 13d-1(c) under the Securities Exchange Act of 1934, as

amended. After a disclaimer is filed, the insurer is relieved of

any duty to register or report under this section which may

arise out of the insurer’s relationship with the person, unless

the office disallows the disclaimer. Fer—thepurp £ £hi
s + 1 + A\ P | ” £ + 1
fon—th rm—affiliatedpersen £ another person—mean
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2031| beoard—ef—such companys 2060| 1liquidation. Notwithstanding any other provision of this part,
2032 8—Tf such other persen—is—anunincerporatedin trment 2061 in order to allow for orderly claims administration by the
2033 mpanyRot—havinga board—oef directors—the depoesiteref—suech 2062 association, entry of a liquidation order by a court of
2034| ecompany;—or 2063| competent jurisdiction tolls shall-be—deemed—te—teodtd: for 1 year
2035 S—Any—person—whoha rtered—intoanagreement, writtenoF 2064 any rescission or noncontestable period allowed by the contract,
2036 sRwritten—teo—aet 3w reert—with sucheother persen—Fnaecguiring 2065 the policy, or by law. The association’s obligation is to pay
2037 r—Himiting—the dispositionof seceurities—of a domestie stoek 2066| any valid insurance policy or contract claims, if warranted,
2038| dnsurer—eor atrelling PRy 2067| after its independent de novo review of the policies, contracts,
2039 Hor—Fer—the—purp =k tion—the—termVeceontrotling 2068 and claims presented to it, whether domestic or foreign, after a
2040 Hoany —ReaRS Ry rporation, —trust—er—as tation—owairgy 2069 rehabilitation or a ligquidation.
2041| direetlyorindireectly; 25 perecentor mor £ +th ting 2070 Section 52. Subsections (6) and (7) of section 634.406,
2042 e £—on r—ore—domestd tock—insuran mpaRies— 2071| Florida Statutes, are amended to read:
2043 Section 50. Subsection (11) of section 631.717, Florida 2072 634.406 Financial requirements.—
2044| Statutes, 1is amended to read: 2073 (6) An association that whieh holds a license under this
2045 631.717 Powers and duties of the association.— 2074| part and—whieh—d rot—heold—anyother tiecen under—thi
2046 (11) The association is shedd not be liable for any civil 2075| ehapter may allow its premiums for service warranties written
2047| action under s. 624.155 arising from any acts alleged to have 2076| under this part to exceed the ratio to net assets limitations of
2048| been committed by a member insurer before prier—+te its 2077| this section if the association meets all of the following
2049 liquidation. Fhi v tien—d not—affect—the—= iatient 2078 conditions:
2050 bligation—+to atid—insuran pott ¥ rEract—etaims—3£ 2079 (a) Maintains net assets of at least $750,000.
2051 2080 (b) Uses Btidizes a contractual liability insurance policy
2052 2081 approved by the office that: whiech
2053| foreign—after o Floridadomestic rehabiltitation or—= 2082 1. Reimburses the service warranty association for 100
2054| liguidation— 2083| percent of its claims liability and is issued by an insurer that
2055 Section 51. Section 631.737, Florida Statutes, is amended 2084| maintains a policyholder surplus of at least $100 million; or
2056 to read: 2085 2. Complies with subsection (3) and is issued by an insurer
2057 631.737 Rescission and review generally.—The association 2086| that maintains a policyholder surplus of at least $200 million.
2058| shall review claims and matters regarding covered policies based 2087 (c) The insurer issuing the contractual liability insurance
2059| wupon the record available to it on and after the date of 2088| policy:
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2089 deMadntaine aopotioyhoider surpius of at least 5103 2118| syears,—and:
2090| mitiien— 2119 1—Fstistedandtradedeon—a = grtzed—stocs Fange—+
2091 1.2= Is rated “A” or higher by A.M. Best Company or an 2120| Jdisted—EnNASH Natieonal—A e e e e e e
2092| equivalent rating by another national rating service acceptable 2121
2093| to the office. 2122
2094 3—Fs—inn ay—affiliated—withthe warranty = fatieon- 2123| +o-K—TForm100;—or Form20-C—with the UnitedStat e
2095 2.4~ In conjunction with the warranty association’s filing 2124| andExchangeCommission;—or hasAmerican Depositeory Receipts
2096| of the quarterly and annual reports, provides, on a form 2125| listed—on—a—= gaized—stoc) hange—andpubliely traded—or—+
2097 prescribed by the commission, a statement certifying the gross 2126 the—wheold red—subsidiaryof—= rporation—that s tisted—and
2098| written premiums in force reported by the warranty association 2127 traded—oen—a—¥r grized—steck rapge;—+sFisted—EnNASBAS
2099 and a statement that all of the warranty association’s gross 2128 Nettorat tation—of Security bPeater sEewmatodcheTsEies
2100| written premium in force is covered under the contractual 2129 ystem—and—publtielytraded—in—th r—th urter aEied
2101 liability policy, regardless of whether er—met it has been 2130 mearket;—ds reguired—teofile Form I0-—KForm100——or Form20-C
2102 reported. 2131 ith+the United Stat Seeuritd and—Exchange Commission;—ox
2103 A srrgetyat Tiability poliey must irsure 100 pereent 2132 hestmertean bepositery R tpes—tistedon—a—* grized—stoch
2104 £ an—asseeiationt Lot postre—under—altl—of+th 2133 hange—and—is—publiely—tradeds;
2105| = fatieont i wWerErartE FrEracts,—wher rFwettEeny 2134 2—Maintain wEstanding—debt—obligations—ifanyr—rated—in
2106| wuvnress—atteof the following are satisfieds 2135| +the—topfour rating categories by a* grized—ratingserviees
2107 a—Th nEractual—tiability polieycontains—a——elause—that 2136 3 Has—and—meintains—at—all—times—aminimum Ret—worth—of
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The Florida Senate

Committee Agenda Request

To: Senator Alan Hays, Chair
Appropriations Subcommittee on General Government

Subject: Committee Agenda Request

Date: March 21, 2014

[ respectfully request that Senate Bill #1260, relating to Insurance, be placed on the:
] committee agenda at your earliest possible convenience.

X next committee agenda.

Senator Jeff Brandes
Florida Senate, District 22
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File signed original with committee office $-020 (03/2004)
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1:17:44 PM Sen. Latvala
1:18:03 PM Sen. Brandes
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1:20:01 PM Sen. Soto
1:20:14 PM Sen. Brandes
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1:24:12 PM Sen. Detert

1:24:16 PM Sen. Brandes
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