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By the Committee on Financial Services and Representative
Tamar go

1 Abill to be entitled

2 An act relating to insurance; anending s.

3 215.555, F.S.; revising the nethod of

4 rei mbursement to insurers under the Florida

5 Hurri cane Cat astrophe Fund; anending s

6 624.316, F.S.; deleting certain rul emaki ng

7 authority of the Departnent of I|nsurance

8 relating to insurer conpliance; anending s.

9 624.426, F.S.; providing that certain

10 transferred policies are exenpt fromthe

11 resi dent agent and countersignature | aw

12 anending s. 624.610, F.S.; specifying purposes
13 of regulation of reinsurance; correcting cross
14 references; anending s. 627.7275, F.S.

15 nodi fyi ng coverage requirenents and preni uns
16 relating to notor vehicle property danage

17 liability; anmending s. 627.9126, F.S.

18 aut hori zi ng the Departnent of Insurance to

19 sanpl e clains or actions for damages; anending
20 S. 627.913, F.S.; revising requirenents for
21 annual reports by products liability insurers;
22 repealing s. 624.22, F.S., relating to purposes
23 of regulation of reinsurance; providing an
24 ef fective date.
25
26 | Be It Enacted by the Legislature of the State of Florida:
27
28 Section 1. Paragraph (e) of subsection (4) of section
29| 215.555, Florida Statutes, is anended to read:
30 215.555 Florida Hurricane Catastrophe Fund. --
31 (4) REI MBURSEMENT CONTRACTS. - -
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(e)1. Except as provided in subparagraphs 2. and 3.
the contract shall provide that if an insurer denonstrates to
the board that it is likely to qualify for reinbursenment under
the contract, and denonstrates to the board that the i nmedi ate
recei pt of noneys fromthe board is likely to prevent the
i nsurer from beconing insolvent, the board shall advance the
insurer, at nmarket interest rates, the anobunts necessary to
mai ntain the solvency of the insurer, up to 50 percent of the
board's estimate of the reinmbursenent due the insurer. The
i nsurer's rei nbursenent shall be reduced by an anpbunt equal to
t he amount of the |oan and interest thereon.

2. Wth respect only to an entity created under s.
627. 351, the contract shall al so provide that the board may,
upon application by such entity, advance to such entity, at
mar ket interest rates, up to 90 percent of the |esser of:

a. The board's estinmate of the anobunt of rei nbursenment
due to such entity; or

b. The entity's share of the actual reinbursenent
premiumpaid for that contract year, nmultiplied by the
currently available liquid assets of the fund. |In order for
the entity to qualify for an advance under this subparagraph
the entity nust denponstrate to the board that the advance is
essential to allowthe entity to pay clains for a covered
event and the board nust determine that the fund's assets are
sufficient and are sufficiently liquid to allow the board to
nmake an advance to the entity and still fulfill the board's
rei mbursenent obligations to other insurers. The entity's
final reinbursenent for any contract year in which an advance
has been made under this subparagraph nust be reduced by an
anount equal to the anmount of the advance and any interest on
such advance. In order to determ ne what anounts, if any, are
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1| due the entity, the board may require the entity to report its
2 | exposure and its losses at any tine to deternine retention

3| level s and rei mbursenents payabl e.

4 3. The contract shall also provide specifically and

5] solely with respect to any |imted apporti onnent conpany under
6|s. 627.351(2)(b)3. that the board may, upon application by

7 | such conpany, advance to such conpany the anount of the

8 | esti mated rei nbursenent payable to such conpany as cal cul at ed
9 | pursuant to paragraph (d), up—te—thetesser—of-

10 a—N—nety—percent—of—theboard-s—estirmate—of—the

14 | Hgui-d—assets+

15

16 | at market rates, rF—theconpanydenpnstrates—totheboardthat
17 | the—+itnmrediate—+receirpt—of—such—roneys—+s—essentiat—topermt—it
18 | topay—ectains—for—a—covered—event—and if the board deternines
19 | that the fund's assets are sufficient and are sufficiently

20| liquid to pernmit the board to make an advance to such conpany
21| and at the sanme tine fulfill its reinbursenent obligations to
22 | the insurers that are participants in the fund. Such

23 | conpany's final reinbursenent for any contract year in which
24 | an advance pursuant to this subparagraph has been nade shal

25 | be reduced by an anount equal to the ampbunt of the advance and
26 | interest thereon. |n order to determ ne what anounts, if any,
27 | are due to such conpany, the board nay require such conpany to
28 | report its exposure and its |osses at such tines as may be

29 | required to determine retention |levels and | oss rei nbursenents
30 | payabl e.

31
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1 Section 2. Paragraph (f) of subsection (2) of section
2| 624.316, Florida Statutes, is anended to read:

3 624. 316 Exanination of insurers.--

4 (2)

5 (f)1.a. An examination under this section nust be

6 | conducted at |east once every year with respect to a donestic
7 | insurer that has continuously held a certificate of authority
8| for less than 3 years. The exami nation nust cover the

9| preceding fiscal year or the period since the | ast exam nation
10| of the insurer. The departnment nmay |lint the scope of the

11 | exani nati on iH—the—insurer—has—denpnstrated—sufficient

12 | eonptiance—as—determned—under—subparagraph—3.

13 b. The departnent may not accept an i ndependent

14 | certified public accountant's audit report in lieu of an

15 | examination required by this subparagraph

16 C. An insurer may not be required to pay nore than

17 | $25,000 to cover the costs of any one exam nation under this
18 | subpar agr aph.

19 2.  An exam nation under this section nust be conducted
20| not less frequently than once every 5 years with respect to an
21 | insurer that has continuously held a certificate of authority,
22 | without a change in ownership subject to s. 624.4245 or s.

23| 628.461, for nore than 15 years ant—has—denpnstrated

24 | sufHHecient—conpHance—as—determined—under—subparagraph—3. The
25 | exam nati on nust cover the preceding 5 fiscal years of the

26 | insurer or the period since the |ast examination of the

27 | insurer. This subparagraph does not limt the ability of the
28 | departnment to conduct nore frequent exani nations.

29 3I—TFhe—departent—rust—by—r+rule—adopt—procedures—and
30 | ertterta—ftor—determnngi+F—aninsurer—has—dermpnstrated

31 | sufHHcient—conpHance—wth—this—cotde—antd—cooperation—wth—the
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Section 3. Subsection (4) is added to section 624. 426,
Fl orida Statutes, to read

624. 426 Exceptions to resident agent and
countersignature | aw. --Section 624.425 does not apply to:

(4) Policies of insurance issued by insurers whose

agents represent only one conpany or group of conpani es under

common ownership if a conpany within one group is transferring

policies to another conpany within the sane group and the

agent of record renains the sane.
Section 4. Subsections (1)-(12) of section 624.610,
Florida Statutes, are renunbered as subsections (2)-(13) of

sai d section, respectively, new subsection (1) is added to
sai d section, and renunbered subsection (2) of said section is
amended, to read:

624. 610 Rei nsurance. - -

(1) The purpose of this section is to protect the

interests of insureds, clainmants, ceding insurers, assum ng

insurers, and the public. It is the intent of the Legislature

to ensure adequate regulation of insurers and reinsurers and

adequate protection for those to whomthey owe obligations.

In furtherance of that state interest, the Legislature

requires that upon the insolvency of a non-United States

i nsurer or reinsurer which provides security to fund its
5
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United States obligations in accordance with this section

such security shall be maintained in the United States and

clains shall be filed with and valued by the State | nsurance

Conmi ssioner with regul atory oversight, and the assets shal

be distributed in accordance with the insurance | aws of the

state in which the trust is domiciled that are applicable to

the liquidation of donestic United States insurance conpani es.

The Legislature declares that the natters contained in this

section are fundanental to the busi ness of insurance in
accordance with 15 U S.C. ss. 1011-1012.
(3) 2

(b) Credit in accounting and financial statenents on

account of reinsurance ceded to a nonapproved reinsurer nmay be
al | oned only:

1. Wen it is denonstrated by the ceding insurer to
the satisfaction of the departnent that such reinsurer
mai ntai ns the standards and neets the financial requirenents
applicable to an authorized insurer

2. To the extent of deposits by, or funds withheld
from such reinsurer pursuant to express provision therefor in
the reinsurance contract as security for the paynment of the
obligations thereunder if such deposits or funds are held
subj ect to withdrawal by, and under the control of, the ceding
i nsurer or such deposits or funds are placed in trust for such
purposes in a bank which is a nmenber of the Federal Reserve
Systemif withdrawals fromthe trust cannot be nade w t hout
the consent of the ceding insurer. The funds w thheld may be
cash or securities which are qualified as admitted assets
under part |l of chapter 625 and whi ch have a nmarket val ue
equal to or greater than the credit taken; or

6
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3. To the extent that the anount of a clean,
unconditional, evergreen, and irrevocable letter of credit,

i ssued for a termof not less than 1 year and in conformty
with the requirenments set forth in this subparagraph, equals
or exceeds the liability of an unauthorized or unapproved
reinsurer for unearned prem uns, outstanding |osses, and an
adequat e reserve for incurred but not reported | osses under a
speci fic reinsurance agreenent. The requirenents are that such
a clean and irrevocable letter of credit be issued under
arrangenents satisfactory to the departnent as constituting
security to the ceding insurer substantially equal to that of
a deposit under subparagraph 2. and that the letter be issued
by a banking institution which is a nenber of the Federa
Reserve System and which has financial standing satisfactory
to the conmissioner. The departnent nmay adopt rules requiring
that the letter adhere in its wording to a format for letters
of credit as the fornat has been or may be adopted or approved
by the National Association of |Insurance Conmi ssioners.

4. \Wen the reinsurance is ceded to a reinsurer which
mai ntains a trust fund, in a bank or trust conpany that is
subj ect to supervision by any state of the United States or
that is a nenber of the Federal Reserve System for the
payrment of the valid clains for business witten in the United
States. The trust shall consist of a trusteed account in an
amount not less than the reinsurer's liabilities attributable
to reinsurance by ceding insurers for business witten in the
United States and, in addition, the reinsurer shall maintain a
trusteed surplus of not less than $20 nillion. Such trust
shal |l be established in a form approved, and any anendnents to
the trust approved, by the insurance conmm ssioner where the
trust is domiciled, or the insurance conm ssioner of another

7
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state who, pursuant to the terns of the trust agreenent, has
accepted principal regulatory oversight of the trust. The
trust shall remain in effect for as long as the reinsurer has
out st andi ng obligations due under the reinsurance agreenents
subject to the trust. The trust assets nust be in cash or
securities which are qualified as admtted assets under part
Il of chapter 625 and which have a market val ue of the
required liabilities and trusteed surplus. The reinsurer shal
report quarterly to the insurance comi ssioner information
substantially the sane as that required to be reported on the
Nati onal Association of |nsurance Comi ssioners Annua
Statenent formby |licensed insurers to enable the insurance
conmm ssioner to determine the sufficiency of the trust fund.
The trust and the reinsurer shall be subject to exanm nation as
determ ned by the conmi ssi oner

5. The credit permtted by subparagraph(a)4. and the
credit permtted by subparagraph(a)2. shall not be allowed
unl ess the assunming insurer in substance agrees in the trust
agreenent to the followi ng conditions:

a. Notwithstanding any other provisions in the trust
instrunent, if the trust fund is inadequate because it
contains an anmount |ess than the anobunt required by the
departnment or, if the grantor of the trust has been decl ared
i nsolvent or placed into receivership, rehabilitation
liquidation, or simlar proceedings under the laws of its
state or country of donmicile, the trustee shall conply with an

order of the commi ssi oner superintendent with regul atory

oversight over the trust or with an order of a court of

conpetent jurisdiction directing the trustee to transfer to

t he commi ssi oner superintendent with regul atory oversight al
of the assets of United States trust beneficiaries.

8
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b. The assets shall be distributed by, and clains of
United States trust beneficiaries shall be filed with and

val ued by, the conmi ssioner superintendent with regul atory
oversight in accordance with the |aws of the state in which

the trust is domiciled that are applicable to the |iquidation
of donestic insurance conpani es.

c. |If the comi ssioner superintendent with regul atory

oversight determnes that the assets of the trust fund or any

part thereof are not necessary to satisfy the clains for

business witten in the United States, the assets or any part
t hereof shall be returned by the conm ssi oner superintendent
with regulatory oversight to the trustee for distribution in

accordance with the trust agreenent.

d. The grantor shall waive any right otherw se
available to it under United States law that is inconsistent
with this provision.

(c) For the purposes of this subsection only, the term
"ceding insurer" shall include any health maintenance
organi zation operating under a certificate of authority issued
under part | of chapter 641.

Section 5. Paragraph (a) of subsection (2) of section
627.7275, Florida Statutes, is anended to read:

627.7275 Motor vehicle property damage liability.--

(2)(a) Insurers witing notor vehicle insurance in
this state shall nake available, subject to the insurers
usual underwiting restrictions, coverage under policies as
described in subsection (1) of this section to any applicant
for private passenger notor vehicle insurance coverage who is
seeking the coverage in order to reinstate the applicant's
driving privileges in this state when the driving privileges
wer e revoked or suspended pursuant to s. 316.646 or s. 627.733

9
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1| due to the failure of the applicant to nmaintain required

2| security. The policy shall be issued for a period of at |east
3] 6 nonths and as to the mni mum coverages required under this
4 | section shall not be cancelable by the insured for any reason
5] or by the insurer after a period not to exceed 30 days during
6 | which the insurer nust conplete underwiting of the policy.

7| After the insurer has conpleted underwiting the policy within
8 | the 30-day period, the insurer shall notify the Departnent of
9 | H ghway Safety and Motor Vehicles that the policy is in ful

10| force and effect and the policy shall not be cancel able for

11| the renai nder of the policy period. A premumshall be

12 | collected and coverage shall be in effect for the 30-day

13 | period during which the insurer is conpleting the underwiting
14 | of the policy whether or not the person's driver license,

15| notor vehicle tag, and notor vehicle registration are in

16 | effect. Once the noncancel abl e provi sions of the policy

17 | becone effective, the coverage or risk shall not be changed
18 | during the policy period and the prem um shall be

19 | nonr ef undabl e fut+y—earned. [f,during the pendency of the
20 | 2-year proof of insurance period required under s. 627.733(7),
21| the insured obtains additional coverage or coverage for an
22 | additional risk or changes territories, the insured then—she
23 | e—he nust obtain a new 6-nobnth noncancel able policy in
24 | accordance with the provisions of this section. However, if
25| the insured nust obtain a new 6-nonth policy and obtains the
26 | policy fromthe sane insurer, the policyhol der shall receive
27 | credit on the new policy for any prem um paid on the
28 | previously issued policy.
29 Section 6. Subsections (1) and (2) of section
30| 627.9126, Florida Statutes, are anended to read:
31
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1 627.9126 Annual reports of information by liability

2| insurers required.--

3 (1) Each insurer transacting comercial nultiperil,

4| products liability, comrercial autonobile liability, private
5| passenger autompbile liability, or other line of liability

6 | insurance shall maintain information as specified in this

7 | section. Such information shall be maintained for each |ine of
8 | insurance and for direct Florida business only. The depart nent
9 | my shatH—annualty conduct a sanpling of clainms or actions for
10 | danmges for personal injury or property damage claimed to have
11 | been caused by error, om ssion, or negligence of insureds if
12| the claimresulted in:

13 (a) A final judgnent in any anount.

14 (b) A settlenent in any anount.

15 (c) A final disposition not resulting in paynent on
16 | behal f of the insured.

17 (2) Upon request of the departnent, an insurer shall
18 | within 60 days, submit to the departnment a report that which
19 | cont ai ns:

20 (a) A final judgnent in any anount.

21 (b) A settlenent in any anount.

22 (c) A final disposition not resulting in paynent on
23 | behal f of the insured.

24 Section 7. Section 627.913, Florida Statutes, is

25| anended to read:

26 627.913 Reports of information by products liability
27 | insurers required. --

28 4 The departnment nay require any insurer authorized
29| to wite a policy of products liability insurance in the state
30| to shatkt+ transmit the followi ng information, based on its

31| statewi de products liability insurance witings. Upon the

11
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request of —te the departnent, an each—year—i+n—the—annualt

report—of—sueh insurer shall, within 60 days, subnit to the
departnent a report that contains:

(1) ta)y Premiuns witten;

(2) tb)y Prem uns earned;

(3) £y Unearned premni uns;

(4) td)y The doll ar amount of clains paid;

(5)fe) Incurred clains, not including clainms incurred

but not reported;

(6) ) A ains closed without paynment, and the anount
reserved for such clai ns;

(7)tg) Loss reserves for all clainms except clains
i ncurred but not reported;

(8) th)y Reserves for clainms incurred but not reported;

(9) ) Losses paid as a percentage of the anount
reserved for such | osses;

(10) 4> Net investment gain or |oss and other incone
gain or loss allocated to products liability |ines according
to the allocation formula used in the annual insurance expense
exhi bi t;

(11) k) Underwriting incone or |oss;

(12) ) Actual expenses in detail, including, but not
limted to, |oss adjustnent expense; conmi Ssions; genera
expense; and advertising, hone office, and defense costs;

(13)tm- Cains settled after a suit was filed;

(14) tn)y A ains paid based on a judgnment; and

(15) te) Judgnents appeal ed by the insurer, together
with the total results of such appeals.

2y—The—departrent—shaH—provide—a—sunrary—of
information—provi-ded—pursvant—to—subseection—{(1)—inits—annuat
report—
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Section 8. Section 624.22, Florida Statutes, is
r epeal ed

Section 9. This act shall take effect October 1 of the
year in which enacted.
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