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SENATE AMENDMENT
Bill No. CS for SB 994

Anmendnment No.

CHAMBER ACTI ON
Senat e House

Senat or Hol zendorf noved the foll owi ng amendnent:

Senate Anendnent (with title anendnent)
On page 6, between lines 18 and 19,

i nsert:

Section 6. Present subsection (1) of section 624.610,
Florida Statutes, is renunbered as subsection (2), present
subsection (2) of that section is renunbered as subsection (3)
and anended, present subsections (3) through (12) of that
section are renunbered as subsections (4) through (13),
respectively, and a new subsection (1) is added to that
section, to read

624. 610 Rei nsurance. - -

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

interests of insureds, claimnts, ceding insurers, assum ng

insurers, and the public. 1t is the intent of the Leqislature

to ensure adequate requl ation of insurers and reinsurers and

adequat e protection for those to whomthey owe obligations.

In furtherance of that state interest, the Leqgislature

requires that, upon the insolvency of a non-United States
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insurer or reinsurer that provides security to fund its United

States obligations in accordance with this section, such

security shall be maintained in the United States and cl ai ns

shall be filed with and val ued by the state insurance

conmi ssioner with requlatory oversight., and the assets shal

be distributed in accordance with the insurance | aws of the

state in which the trust is doniciled which are applicable to

the liquidation of donestic United States insurance conpani es.

The Leqgislature declares that the matters contained in this

section are fundanental to the business of insurance in
accordance with 15 U S.C. ss. 1011-1012.
(3)2r(a) |If a ceding insurer reinsures all or any

part of any particular risk or class of risks with an approved
reinsurer, the ceding insurer may receive credit in accounting
and financial statenents on account of such reinsurance ceded.
An approved reinsurer is:

1. An assuming insurer authorized by the departnent to
transact such line of insurance or reinsurance in this state.
Subj ect to the other requirenents of this code, credit may be
taken for reinsurance with an authorized insurer

2.  An assuming insurer approved by the departnent to
transact such line of reinsurance in this state. The
departnent shall approve only solvent insurers neeting the
criteria established for authorized insurers in this state.
Fromtinme to tine, the departnent shall publish a |ist of
i nsurers approved pursuant to this subsection. Subject to the
other requirenents of this code, credit may be taken for
reinsurance with an approved reinsurer

3. An assuming underwiting nmenber of an insurance
exchange domiciled in any other state or jurisdiction in the
United States, which insurance exchange was |licensed and in
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operation on or before January 1, 1993, provided the insurance
exchange presents to the departnent for its approval, and
mai nt ai ns, satisfactory evidence that such assum ng
underwiting nenber maintains the standards and neets the
financial requirenents applicable to an authorized insurer

Subj ect to the other requirenents of this section, credit may
be taken for reinsurance with nenbers approved under this
subsection by the departnent.

4. A group of individual, unincorporated, or
i ncorporated alien insurers which maintains funds in an anount
not less than $50 nmillion held in trust for United States
pol i cyhol ders and beneficiaries in a bank or trust conpany
that is subject to supervision by any state of the United
States or that is a nenber of the Federal Reserve System and
which group satisfies the departnent by annually filing
evidence that it can neet its obligations under its
rei nsurance agreenents. Subject to the other requirenents of
this section, credit may be taken for reinsurance with a group
approved under this subsection by the departnent.

(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
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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

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 may 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
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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 conm ssioner where the
trust is domiciled, or the i nsurance conm ssioner of another
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 nmarket 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
conmi ssioner to determine the sufficiency of the trust fund.
The trust and the reinsurer shall be subject to exam nation as
determ ned by the conmi ssi oner

5. The credit pernitted by subparagraph (3)(a)4., and
the credit permtted by subparagraph(3)(b)2., and the credit

pernitted by subparadraph (3)(b)4.shall not be all owed unl ess

the assuming 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 anount required by the
departnment or, if the grantor of the trust has been decl ared
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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 ssioner 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.

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 superinatendent 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 ssioner superthtendent
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 mai ntenance
organi zation operating under a certificate of authority issued
under part | of chapter 641.

Section 7. Section 624.22, Florida Statutes, as
created by section 1 of chapter 97-214, lLaws of Florida, is

r epeal ed
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(Redesi gnat e subsequent sections.)

=—=============== T | T L E A MENDMENT ===============
And the title is anended as foll ows:
On page 1, line 20, after the sem col on

i nsert:
anending s. 624.610, F.S.; specifying purposes
of regulation of reinsurance; revising
requirements for credit for reinsurance;
repealing s. 624.22, F.S., relating to purposes
of regul ation of reinsurance;
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