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HB 0831

CHAMBER ACTI ON

The Conmittee on |Insurance recommends the follow ng:

Committee Substitute
Renmove the entire bill and insert:
A Dbill to be entitled

An act relating to insurance; anmending s. 624.310, F.S.;

revising definitions; conformng provisions to a revised

definition; conform ng provisions to certain governnent al

reorgani zation; prohibiting affiliated parties from

certain activities constituting a conflict of interest;

provi di ng exceptions; authorizing the Ofice of I|Insurance

Regul ation to require certain disclosures of personal
interest; specifying certain restrictions governing
conduct of an affiliated party of a |licensee; anending

624. 316, F.S.; deleting provisions providing for an

exam nation of an insurer pursuant to an agreenent between

t he Departnent of Financial Services and the insurer;
requiring such exam nations according to rules of the
comm ssion; anending s. 624.4095, F.S.; conformng
provisions to certain governnental reorganization

providing for calculating certain surplus for certain

insurers; anending s. 624.610, F.S.; conform ng provisions

to certain governnental reorganization; revising
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29 requi rements for securities of a trust fund for a single
30 assum ng i nsurer; anending ss. 628.461 and 628. 4615, F.S.
31 speci fyi ng addi tional nonapplication of acquisition of
32 controlling stock provisions to changes of ownership of a
33 donmestic insurer or specialty insurer, respectively, under
34 certain circunstances; creating ss. 634.042, 627.8401
35 634. 3076, 634.4062, and 651.029, F.S.; prohibiting certain
36 i nvestments by notor vehicle service agreenent conpani es,
37 prem um fi nance conpani es, honme warranty associ ati ons,
38 service warranty associ ati ons, and continuing care
39 provi ders, respectively; anending s. 440.20, F.S.
40 correcting a cross reference; providing an effective date.

41
42| Be It Enacted by the Legislature of the State of Florida:
43
44 Section 1. Section 624.310, Florida Statutes, is anended
45| to read:

46 624. 310 Enforcenent; cease and desist orders; renoval of

47| certain persons; fines.--

48 (1) DEFINITIONS. --For the purposes of this section, the
49| term
50 (a) "Affiliated party of a licensee" neans any person who

51| directs or participates in the conduct of the affairs of a
52| licensee and who is:
53 1. A director, officer, enployee, trustee, conmttee

54| menber, or controlling stockholder of a |licensee or a subsidiary

55| or service corporation of the |icensee, ether—thana—controlHng
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56| stockhol-der—whi-ch—s—a—holding—conpany- or an agent of a
57| licensee or a subsidiary or service corporation of the |icensee;
58 2. A person who has filed or is required to file a

59| statenent or any other information required to be filed under s.
60| 628.461 or s. 628.4615;

61 3. A stockhol der —ether—thana-stockholder that isa

62| holding—econpany—ofthe licensee—~ who participates in the conduct
63| of the affairs of the |icensee; or

64 4. An independent contractor who:

65 a. Renders a witten opinion required by the laws of this

66| state under her or his professional credentials on behalf of the

67| licensee, which opinion is reasonably relied on by the office
68| departrent in the performance of its duties; or
69 b. Affirmatively and know ngly conceals facts, through a

70| witten msrepresentation to the office departwent, with

71| know edge that such m srepresentation:

72 (I') Constitutes a violation of the insurance code or a

73| lawful rule or order of the office departrent; and

74 (I'1) Directly and materially endangers the ability of the
75| licensee to neet its obligations to policyhol ders.

76

77| For the purposes of this subparagraph, any representation of

78| fact made by an i ndependent contractor on behalf of a |icensee,
79| affirmatively comrunicated as a representation of the |icensee
80| to the independent contractor, shall not be considered a

81| m srepresentation by the independent contractor to the

82| departnment or office.
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83 (b) "Licensee" neans a person issued a |icense or

84| certificate of authority or approval under this code or a person
85| registered under a provision of this code.

86 (2) ENFORCEMENT GENERALLY. --The departnent or office may
87| institute such suits or other |egal proceedings as may be

88| required to enforce any provision of this code. If it appears

89| that any person has violated any provision of this code for

90| which crimnal prosecution is provided, the departnent or office
91| shall provide the appropriate state attorney or other

92| prosecuting agency having jurisdiction with respect to such

93| prosecution with the relevant information in its possession.

94 (3) CEASE AND DESI ST ORDERS. - -

95 (a) The departnent or office nay issue and serve a

96| conplaint stating charges upon any |icensee or upon any

97| affiliated party of a |licensee, whenever the departnment or

98| office has reasonabl e cause to believe that the person or
99| individual nanmed therein is engaging in or has engaged in
100{ conduct that is:

101 1. An act that denonstrates a |l ack of fitness or

102| trustworthiness to engage in the business of insurance, is
103| hazardous to the insurance buying public, or constitutes
104| business operations that are a detrinent to policyhol ders,

105| stockhol ders, investors, creditors, or the public;

106 2. Aviolation of any provision of the Florida |Insurance
107| Code;

108 3. Aviolation of any rule of the departnment or office;
109 4. A violation of any order of the departnment or office;
110| or
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111 5. A breach of any witten agreenent with the departnment
112| or office.
113 (b) The conplaint shall contain a statenent of facts and

114| notice of opportunity for a hearing pursuant to ss. 120.569 and
115 120. 57.

116 (c) If no hearing is requested within the tinme allowed by
117| ss. 120.569 and 120.57, or if a hearing is held and the

118| departnent or office finds that any of the charges are proven,
119| the departnent or office may enter an order directing the

120| licensee or the affiliated party of a licensee naned in the

121| conplaint to cease and desist from engaging in the conduct
122\ conpl ai ned of and take corrective action to renedy the effects
123| of past inproper conduct and assure future conpliance.

124 (d) If the licensee or affiliated party of a |licensee

125 naned in the order fails to respond to the conplaint within the
126| tinme allotted by ss. 120.569 and 120.57, the failure constitutes
127\ a default and justifies the entry of a cease and desi st order.
128 (e) A contested or default cease and desist order is

129| effective when reduced to witing and served upon the |licensee

130 or affiliated party of a |licensee nanmed therein. An uncontested

131| cease and desist order is effective as agreed.

132 (f) \Whenever the departnment or office finds that conduct
133| described in paragraph (a) is likely to cause insolvency,

134| substantial dissipation or msvaluation of assets or earnings of
135\ the |licensee, substantial inability to pay clains on a tinely
136| basis, or substantial prejudice to prospective or existing

137| insureds, policyholders, subscribers, or the public, it may

138| issue an energency cease and desist order requiring the lIicensee
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139| or any affiliated party of a licensee to inmediately cease and

140{ desist from engaging in the conduct conpl ained of and to take
141| corrective and renedi al action. The energency order is effective
142| i mmedi ately upon service of a copy of the order upon the

143| licensee or affiliated party of a licensee naned therein and

144 remains effective for 90 days. If the departnment or office

145| begi ns nonenergency cease and desi st proceedi ngs under this

146| subsection, the energency order remains effective until the

147| concl usion of the proceedi ngs under ss. 120.569 and 120.57. Any
148| energency order entered under this subsection is exenpt froms.
149| 119.07(1) and is confidential until it is made pernmanent unl ess
150 the department or office finds that the confidentiality wll

151 result in substantial risk of financial loss to the public. A
152| energency cease and desist orders that are not nmade per nanent
153| are available for public inspection 1 year fromthe date the
154| energency cease and desi st order expires; however, portions of
155| an energency cease and desi st order remain confidential and

156| exenpt fromthe provisions of s. 119.07(1) if disclosure would:
157 1. Jeopardize the integrity of another active

158| investigation;

159 2. Inpair the safety and financial soundness of the

160| licensee or affiliated party of a |licensee;

161 3. Reveal personal financial information;

162 4. Reveal the identity of a confidential source;

163 5. Defanme or cause unwarranted damage to the good name or

164| reputation of an individual or jeopardize the safety of an
165| i ndividual; or

166 6. Reveal investigative techniques or procedures.
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167 (4) REMOVAL OF AFFI LI ATED PARTIES OF A LI CENSEE BY THE
168 DEPARTMENT OR OFFI CE. - -
169 (a) The departnent or office nay issue and serve a

170{ conpl aint stating charges upon any affiliated party of a

171| licensee and upon the licensee involved, whenever the departnent
172| or _office has reason to believe that an affiliated party of a
173| licensee is engaging in or has engaged in conduct that

174| constitutes:

175 1. An act that denonstrates a |l ack of fitness or

176| trustworthiness to engage in the business of insurance through
177\ engaging in illegal activity or m smanagenent of business

178| activities;

179 2. Awllful violation of any law relating to the business
180| of insurance; however, if the violation constitutes a

181 m sdeneanor, no conplaint shall be served as provided in this

182| section until the affiliated party of a licensee is notified in

183 witing of the matter of the violation and has been afforded a
184| reasonable period of tinme, as set forth in the notice, to

185| correct the violation and has failed to do so;

186 3. Aviolation of any other law involving fraud or noral

187| turpitude that constitutes a felony;

188 4. A wllful violation of any rule of the departnent or

189| office;

190 5. Awllful violation of any order of the departnent or
191| office;

192 6. A material msrepresentation of fact, nade know ngly

193] and willfully or nade with reckless disregard for the truth of
194 the matter; or
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195 7. An act of commission or om ssion or a practice which is
196 a breach of trust or a breach of fiduciary duty.

197 (b) The conplaint shall contain a statenent of facts and
198| notice of opportunity for a hearing pursuant to ss. 120.569 and
199| 120.57.

200 (c) If no hearing is requested within the tine allotted by
201| ss. 120.569 and 120.57, or if a hearing is held and the

202| departnent or office finds that any of the charges in the

203| conplaint are proven true and that:

204 1. The licensee has suffered or will likely suffer |oss or
205/ ot her damage;

206 2. The interests of the policyholders, creditors, or

207 public are, or could be, seriously prejudiced by reason of the
208| violation or act or breach of fiduciary duty;

209 3. The affiliated party of a licensee has received

210 financial gain by reason of the violation, act, or breach of
211\ fiduciary duty; or

212 4. The violation, act, or breach of fiduciary duty is one
213| involving personal dishonesty on the part of the affiliated

214| party of a licensee or the conduct jeopardizes or could

215/ reasonably be anticipated to jeopardize the financial soundness
216| of the licensee,

217
218| The departnent or office nay enter an order renoving the

219| affiliated party of a licensee or restricting or prohibiting

220| participation by the person in the affairs of that particul ar

221| licensee or of any other |icensee.
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222 (d) If the affiliated party of a licensee fails to respond
223| to the conplaint within the tine allotted by ss. 120.569 and
224 120.57, the failure constitutes a default and justifies the

225| entry of an order of renoval, suspension, or restriction.
226 (e) A contested or default order of renoval, restriction
227 or prohibition is effective when reduced to witing and served

228| on the licensee and the affiliated party of a licensee. An

229| uncontested order of renoval, restriction, or prohibition is
230| effective as agreed.

231 (f)1. The chief executive officer, or the person holding
232| the equivalent office, of a licensee shall pronptly notify the
233| departnent or office if she or he has actual know edge that any

234| affiliated party of a licensee is charged with a felony in a

235| state or federal court.

236 2. \Wenever any affiliated party of a |licensee is charged

237\ with a felony in a state or federal court or with the equival ent
238 of a felony in the courts of any foreign country with which the
239 United States nmintains diplomatic relations, and the charge
240| alleges violation of any |aw involving fraud, theft, or noral
241| turpitude, the departnment or office may enter an emergency order

242| suspending the affiliated party of a |licensee or restricting or

243| prohibiting participation by the affiliated party of a licensee

244! in the affairs of the particular |icensee or of any other
245 licensee upon service of the order upon the |licensee and the

246 affiliated party of a |licensee charged. The order shall contain

247 notice of opportunity for a hearing pursuant to ss. 120.569 and

248| 120.57, where the affiliated party of a |licensee nay request a

249 postsuspension hearing to show that continued service to or
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250 participation in the affairs of the |licensee does not pose a
251| threat to the interests of the |licensee's policyhol ders or

252| creditors and does not threaten to inpair public confidence in
253| the licensee. In accordance with applicable departnental or
254 office rules, the departnent or office shall notify the

255 affiliated party of a |licensee whether the order suspending or

256| prohibiting the person fromparticipation in the affairs of a
257 licensee will be rescinded or otherwi se nodified. The energency
258| order remains in effect, unless otherw se nodified by the

259| departnment or office, until the crimnal charge is disposed of.
260 The acquittal of the person charged, or the final, unappeal ed
261 dism ssal of all charges against the person, dissolves the

262| energency order, but does not prohibit the departnent or office
263 frominstituting proceedi ngs under paragraph (a). If the person
264| charged is convicted or pleads guilty or nolo contendere,

265 whether or not an adjudication of guilt is entered by the court,
266| the energency order shall becone final

267 (g) Any affiliated party of a |licensee renoved fromoffice

268| pursuant to this section is not eligible for reelection or
269 appointnent to the position or to any other official position in
270 any licensee in this state except upon the witten consent of

271 the departnment or office. Any affiliated party of a |licensee who

272| is renoved, restricted, or prohibited fromparticipation in the
273| affairs of a licensee pursuant to this section nmay petition the
274| departnment or office for nodification or termnation of the

275 renoval, restriction, or prohibition.

Page 10 of 25
CODING: Words stricken are deletions; words underlined are additions.



F L ORI DA H O U S E O F R EPRESENTATI V E S

O

HB 0831 2003

CS

276 (h) Resignation or termnation of an affiliated party of a
277 licensee does not affect the departnent's or office’s

278| jurisdiction to proceed under this subsection.
279 (5)(a) CONFLICT OF I NTEREST.--An affiliated party of a
280| licensee nay not engage or participate, directly or indirectly,

281| in any business or transaction conducted on behal f of or

282| involving the |icensee, subsidiary, or service corporation that

283 would result in a conflict of the party's own personal interests

284 with those of the |icensee, subsidiary, or service corporation

285/ with which he or she is affiliated, unless:

286 1. Such business or transactions are conducted in good

287! faith and are honest, fair, and reasonable to the |icensee,

288| subsidiary, or service corporation and are on terns no nore

289| favorable than would be offered to a disinterested third party.

290 2. A full disclosure of such business or transacti on, and

291| the nature of the interest of the affiliated party of the

292 licensee, is nmade to the board of directors.

293 3. Such business or transactions are approved in good

294| faith by the board of directors and any interested director

295| abstaining and such approval is recorded in the m nutes.

296 4., Any profits inuring to the affiliated party of a

297 licensee are not at the expense of the |licensee, subsidiary, or

298| service corporation and do not prejudice the best interests of

299 the licensee, subsidiary, or service corporation in any way.

300 5. Such business or transactions do not represent a breach

301| of the fiduciary duty of an affiliated party of a |licensee and

302 are not fraudulent, illegal, or ultra vires.

Page 11 of 25
CODING: Words stricken are deletions; words underlined are additions.



F L ORI DA H O U S E O F R EPRESENTATI V E S

O
HB 0831 2003
cs

303 (b) Wthout limtation by any of the specific provisions

304| of this section, the office may require the disclosure by

305 affiliated parties of a |licensee of their personal interests,

306| directly or indirectly, in any business or transactions on

307 behalf of or involving the |licensee, subsidiary, or service

308| corporation and of their control of or active participation in

309| enterprises having activities related to the business of the

310| licensee, subsidiary, or service corporation.

311 (c) The followng restrictions governing the conduct of

312| affiliated parties of a licensee are expressly specified, but

313| such specification is not to be construed in any manner as

314| excusing such parties fromthe observance of any ot her aspect of

315 the general fiduciary duty owed by such parties to the |icensee
316/ which they serve:
317 1. A director of a licensee nay not accept director fees

318| unless the director fees have been previously approved by the

319| board of directors and such fees represent reasonabl e

320| conpensation for service as a director or nenber of a conmttee.

321| This subparagraph does not limt or preclude reasonable

322| conpensation as otherw se authorized by paragraph (a) for a

323| director who al so provides goods or services to the |icensee.

324 2. An affiliated party of a |licensee nmay not purchase or

325| otherwi se obtain ownership of any asset of the |icensee or

326| subsidiary at | ess than fair narket val ue of such asset.

327 3. An affiliated party of a |licensee nay not have any

328| interest, direct or indirect, of any evidence of indebtedness of

329 the licensee or subsidiary.
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330 4, An affiliated party of a |licensee acting as proxy for a

331| stockhol der of a |icensee, subsidiary, or service corporation

332| may not, directly or indirectly, exercise, transfer, or del egate

333| such vote or votes in any consideration of a private benefit or

334| advantage. The voting rights of stockholders and directors nay

335| not be the subject of sale, barter, exchange, or sinilar

336| transaction, directly or indirectly. Any affiliated party of a

337| licensee who violates the provisions of this subparagraph is

338| accountable to the |icensee, subsidiary, or service corporation

339| for any increnent.

340 (d) This subsection shall not apply to foreign or alien

341| insurers.

342 (e) This subsection shall not apply to a transaction with

343| an affiliated party of a licensee if the transaction is reported

344 to the office pursuant to the requirenents of s. 628.801.
345 (6) 5> ADM NI STRATI VE FI NES; ENFORCEMENT. - -
346 (a) The departnment or office may, in a proceedi ng

347 initiated pursuant to chapter 120, inpose an adm nistrative fine
348| agai nst any person found in the proceeding to have viol ated any
349 provision of this code, a cease and desist order of the

350 departnent or office, or any witten agreenent with the

351| departnment or office. No proceeding shall be initiated and no
352 fine shall accrue until after the person has been notified in
353 writing of the nature of the violation and has been afforded a
354| reasonable period of tine, as set forth in the notice, to

355| correct the violation and has failed to do so.

356 (b) A fine inposed under this subsection nay not exceed

357 the anounts specified in s. 624.4211, per violation.
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358 (c) The departnment or office may, in addition to the

359 inposition of an admnistrative fine under this subsection, also
360 suspend or revoke the license or certificate of authority of the
361 licensee fined under this subsection.

362 (d) Any admnistrative fine levied by the departnment or
363| office under this subsection my be enforced by the departnent
364 or office by appropriate proceedings in the circuit court of the
365 county in which the person resides or in which the principal

366 office of a licensee is located, or, in the case of a foreign
367 insurer or person not residing in this state, in Leon County. In
368 any adm nistrative or judicial proceeding arising under this

369 section, a party may elect to correct the violation asserted by
370 the departnment or office, and, upon doing so, any fine shal

371| cease to accrue; however, the election to correct the violation
372| does not render any adm nistrative or judicial proceedi ng noot.
373 Al fines collected under this section shall be paid to the

374 I nsurance Conmm ssioner's Regul atory Trust Fund.

375 (e) In inposing any adm nistrative penalty or renedy

376| provided for under this section, the departnent or office shal
377 take into account the appropriateness of the penalty with

378| respect to the size of the financial resources and the good

379 faith of the person charged, the gravity of the violation, the
380 history of previous violations, and other matters as justice may
381| require.

382 (f) The inposition of an administrative fine under this
383| subsection nmay be in addition to any other penalty or

384| adm nistrative fine authorized under this code.
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385 (7)6> ADM NI STRATI VE PROCEDURES. - -Al | administrative
386| proceedi ngs brought under this section subseetions{3)—(4)—and
387 {5) shall be conducted in accordance with chapter 120. Any

388| service required or authorized to be nade by the departnent or

389| office under this code shall be nmade by certified mail, return
390| receipt requested, delivered to the addressee only; by personal
391| delivery; or in accordance with chapter 48. The service provided
392 for herein shall be effective fromthe date of delivery.

393 (8)AH OTHER LAWS NOT SUPERSEDED. - - The provisions of this
394| section are in addition to other provisions of this code, and
395 shall not be construed to curtail, inpede, replace, or delete
396 any other simlar provision or power of the department or office
397 under the insurance code as defined in s. 624.01 or any power of
398| the departnent or office which may exi st under the common | aw of
399| this state. The procedures set forth in s. 626.9581 do not apply
400 to regulatory action taken pursuant to the provisions of this

401 section.

402 Section 2. Paragraph (e) of subsection (2) of section

403| 624.316, Florida Statutes, is anended to read:

404 624.316 Exam nation of insurers.--

405 (2)

406 (e) The conmm ssion departwent shall adopt rul es providing

407| t hat —upon—agreenent—betweenthe departinentand-theinsurer— an

408| exam nation under this section may be conducted by i ndependent

409 certified public accountants, actuaries, investnent specialists,

410( infornmation technol ogy specialists peeti-ng—eriteria—specified-by

411| +ue, and reinsurance specialists nmeeting criteria specified by

412 rule. The rules shall provide:
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415
416
417
418
419

420 1.3~ That the insurer being exam ned nust nmake paynent for

421| the examnation directly to the firmperformng the exam nation
4221 in accordance with the rates and terns established agreed—to by

423| the office departwent—the—insurer— and the firmperformng the

4241 exam nati on.

425 2. That the rates charged to the insurer being exam ned

426/ are consistent with rates charged by other firns in a sinm|lar

427 prof essi on.

428 3. That the firmselected by the office to performthe

429| exam nation has no conflicts of interest that m ght affect its

430 ability to i ndependently performits responsibilities on the

431| exam nation.

430 . I VIS : . : I | it I

433| consent—of the insurer—the insurernustpay—all-reasonable
434 I f . ‘i VIS : . ind

435 | : _ | , i nal i I I :
436| theihsurer—

437 Section 3. Section 624.4095, Florida Statutes, is anended
438| to read:
439 624.4095 Premuns witten; restrictions.--
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440 (1) Wenever an insurer's ratio of actual or projected

4411 annual witten prem uns as adjusted in accordance with

442| subsection (5)¢4) to current or projected surplus as to

443| policyhol ders as adjusted in accordance with subsection (6)5)
444 exceeds 10 to 1 for gross witten prem uns or exceeds 4 to 1 for
445 net witten prem uns, the office departrent shall suspend the
446| insurer's certificate of authority or establish by order maxinmm
447\ gross or net annual premiuns to be witten by the insurer

448| consistent with maintaining the ratios specified herein unless
449 the insurer denonstrates to the office’'s departrent—s

450( satisfaction that exceeding the ratios of this section does not
451| endanger the financial condition of the insurer or endanger the
452 interests of the insurer's policyhol ders.

453 (2) Projected annual net or gross prem uns shall be based
454 on the actual witings to date for the insurer's current

455 cal endar year or the insurer's witings for the previous

456| cal endar year or both. Ratios shall be conputed on an annualized
457| basi s.

458 (3) For the purposes of this section, gross prem uns

459 written neans direct premuns witten and rei nsurance assuned.

460 (4) For the purposes of this section, surplus as to

461| policyhol ders for property and casualty insurers shall be

462| calcul ated as follows: (actual surplus as to policyhol ders)

463] mnus (surplus as to policyholders of all subsidiary insurers as
464| allowed pursuant to s. 625.325).

465 (5)4)> For the purposes of this section, for the cal endar
466| year endi ng Decenber 31, 1990, and each subsequent year,
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467 prem unms shall be cal cul ated as the product of the actual or

468 projected premuns and the foll ow ng:

469 (a) For property insurance, 0.90.

470 (b) For casualty insurance, 1.25.

471 (c) For health insurance, O0.80.

472 (d) For all other kinds of insurance, 1.00.

473 (6)65)F This section shall not apply to:

474 (a) Life insurance witten by life or Ilife and health

475 insurers; or

476 (b) Life and health insurers which have a surplus as to
477\ policyhol ders greater than $40 mllion and which have witten
478| health insurance during each of the immedi ately preceding five
479 cal endar years.

480 (7)6)> For the purposes of this section, surplus as to

481| policyholders for life and health insurers shall be cal cul ated
482 as follows: (actual or projected surplus as to policyhol ders)

483| mnus(surplus as to policyholders required to be maintained

484| wunder s. 624.408 for liabilities relating to |ife insurance) and
485| mnus (surplus as to policyholders of all subsidiary insurers as
486 allowed pursuant to s. 625.325).

487 Not e. - - Subsection (7)¢6) relates to calculation of surplus
488 as to policyhol ders.

489 Section 4. Paragraph (c) of subsection (3) of section

490( 624.610, Florida Statutes, is anended to read:

491 624. 610 Rei nsurance.--

492 (3)

493 (c)l. Credit nust be allowed when the reinsurance is ceded

494/ to an assuming insurer that maintains a trust fund in a
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495/ qualified United States financial institution, as defined in

496 paragraph (5)(b), for the paynent of the valid clains of its

497 United States ceding insurers and their assigns and successors
498| in interest. To enable the office departnent to determ ne the
499| sufficiency of the trust fund, the assum ng insurer shall report
500f annually to the office departwent information substantially the
501 sanme as that required to be reported on the NAIC Annual

502 Statenent form by authorized insurers. The assum ng insurer

503| shall submit to exam nation of its books and records by the

504| office departrent and bear the expense of exam nation.

505 2.a. Credit for reinsurance nmust not be granted under this
506/ subsection unless the formof the trust and any anendnents to
507 the trust have been approved by:

508 (I') The conm ssioner of the state in which the trust is
509| domiciled; or
510 (I') The conm ssioner of another state who, pursuant to

511 the terns of the trust instrunent, has accepted principa

512| regul atory oversight of the trust.

513 b. The formof the trust and any trust anmendnents nust be
514| filed with the comm ssioner of every state in which the ceding
515| insurer beneficiaries of the trust are domciled. The trust

516/ instrunment must provide that contested clains are valid and

517 enforceabl e upon the final order of any court of conpetent

518 jurisdiction in the United States. The trust nust vest | egal

519| title to its assets inits trustees for the benefit of the

520 assuming insurer's United States ceding insurers and their

521| assigns and successors in interest. The trust and the assum ng
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522| insurer are subject to exam nation as determ ned by the

523| conm ssi oner.

524 c. The trust remains in effect for as long as the assum ng
525| insurer has outstanding obligations due under the reinsurance
526/ agreenents subject to the trust. No later than February 28 of
527 each year, the trustee of the trust shall report to the

528/ comm ssioner in witing the balance of the trust and list the

529| trust's investnents at the preceding year end, and shall certify

530 that the trust will not expire prior to the follow ng Decenber
531| 31.
532 3. The followi ng requirenents apply to the follow ng

533| categories of assum ng insurer:

534 a. The trust fund for a single assum ng insurer consists
535| of funds in trust in an anount not | ess than the assum ng

536 insurer's liabilities attributable to reinsurance ceded by

537| United States ceding insurers, and, in addition, the assum ng
538| insurer shall maintain a trusteed surplus of not |ess than $20

539 mllion. Not |less than 50 percent of the funds in the trust

540| covering the assumng insurer’s liabilities attributable to

541| reinsurance ceded by United States ceding insurers and trusteed

542\ surplus shall consist of assets of a quality substantially
543 simlar to that required in part Il of chapter 625. C ean,

544| irrevocabl e, unconditional, and evergreen letters of credit,

545| issued or confirned by a qualified United States financial

546 institution, as defined in paragraph (5)(a), effective no |ater
547 than Decenber 31 of the year for which the filing is made, and
548| in the possession of the trust on or before the filing date of
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549| its annual statenent, nay be used to fund the renmni nder of the

550 trust fund and trusteed surplus.

551 b.(l) 1In the case of a group including incorporated and
552| individual unincorporated underwiters:

553 (A) For reinsurance ceded under reinsurance agreenents

554/ with an inception, amendnent, or renewal date on or after August
555| 1, 1995, the trust consists of a trusteed account in an anount
556 not less than the group's several liabilities attributable to
557| business ceded by United States domciled ceding insurers to any
558 nenber of the group;

559 (B) For reinsurance ceded under reinsurance agreenents

560, with an inception date on or before July 31, 1995, and not

561 anmended or renewed after that date, notw thstandi ng the other
562| provisions of this section, the trust consists of a trusteed

563| account in an anount not |ess than the group's several insurance
564| and reinsurance liabilities attributable to business witten in
565| the United States; and

566 (C© In addition to these trusts, the group shall nmaintain
567 in trust a trusteed surplus of which $100 nmillion nmust be held
568 jointly for the benefit of the United States dom cil ed ceding
569 insurers of any nenber of the group for all years of account.
570 (I'1) The incorporated nenbers of the group nust not be

571| engaged in any business other than underwiting of a nmenber of
572| the group, and are subject to the sane |evel of regulation and
573 solvency control by the group's domciliary regulator as the

574| uni ncor por at ed nenbers.

575 (rrr)y Wthin 90 days after its financial statenents are

576/ due to be filed with the group's domiciliary regul ator, the
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577 group shall provide to the comm ssioner an annual certification
578 by the group's domciliary regulator of the solvency of each
579 underwiter nmenber or, if a certification is unavail abl e,

580 financial statenents, prepared by independent public

581| accountants, of each underwiter nmenber of the group.

582 Section 5. Section 627.8401, Florida Statutes, is created
583| to read:
584 627.8401 Prohibited investnents and | oans.--A prem um

585| finance conpany shall not directly or indirectly invest in or

586| lend its funds upon the security of any note or other evidence

587| of indebtedness of any director, officer, or controlling

588| stockhol der of the premi um finance conpany.

589 Section 6. Subsection (2) of section 628.461, Florida
590 Statutes, is anmended to read:

591 628. 461 Acquisition of controlling stock. --

592 (2) This section does not apply to any acquisition of

593| wvoting securities of a donestic stock insurer or of a

594| controlling conpany by any person who, on July 1, 1976, is the
595 owner of a mpjority of such voting securities or who, on or
506 after July 1, 1976, beconmes the owner of a majority of such
597| voting securities with the approval of the departnent pursuant

508 to this section. Further, the provisions of this section shal

599 not apply to a change of ownership of a donestic insurer

600| resulting from changes wthin an insurance hol di ng conpany of

601 which the insurer is a nenber, provided the insurer establishes

602 that no new person or entity will have the ability to influence

603| or control the activities of the insurer and that the
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604 reorgani zation will not result in any changes in the officers,

605| directors, or business plan of the domestic insurer.
606 Section 7. Subsection (3) of section 628.4615, Florida

607| Statutes, is anended to read:

608 628. 4615 Specialty insurers; acquisition of controlling
609| stock, ownership interest, assets, or control; merger or

610| consolidation. --

611 (3) This section does not apply to any acquisition of

612 voting securities or ownership interest of a specialty insurer
613 or of a controlling conpany by any person who, on July 9, 1986,
614 is the owner of a mpjority of such voting securities or

615| ownership interest or who, on or after July 9, 1986, becones the
616/ owner of a mpjority of such voting securities or ownership

617 interest with the approval of the departnent pursuant to this

618| section. Further, the provisions of this section shall not apply

619 to a change of ownership of a specialty insurer resulting from

620 changes within a hol di ng conpany of which the specialty insurer

621| is a nenber, provided the specialty insurer establishes that no

622| new person or entity will have the ability to influence or

623 control the activities of the specialty insurer and that the

624 reorganization will not result in any changes in the officers,

625 directors, or business plan of the specialty insurer.

626 Section 8. Section 634.042, Florida Statutes, is created
627| to read:
628 634.042 Prohibited i nvestnents and | oans. --A notor vehicle

629 service agreenent conpany shall not directly or indirectly

630 invest in or lend its funds upon the security of any note or

631| ot her evidence of indebtedness of any director, officer, or
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632 controlling stockhol der of the notor vehicle service agreenent
633| conpany.

634 Section 9. Section 634.3076, Florida Statutes, is created
635| to read:
636 634. 3076 Prohibited investnents and | oans. --A hone

637 warranty association shall not directly or indirectly invest in

638| or lend its funds upon the security of any note or other

639 evidence of indebtedness of any director, officer, or

640 controlling stockhol der of the hone warranty associ ati on.

641 Section 10. Section 634.4062, Florida Statutes, is created
642 to read:
643 634. 4062 Prohibited i nvestnents and | oans. -- A servi ce

644 warranty association shall not directly or indirectly invest in

645 or lend its funds upon the security of any note or other

646 evi dence of indebtedness of any director, officer, or

647 controlling stockhol der of the service warranty associ ation.

648 Section 11. Section 651.029, Florida Statutes, is created
649 to read:
650 651. 029 Prohibited i nvestnents and | oans. --A provi der

651| shall not directly or indirectly invest in or lend its funds

652 upon the security of any note or other evidence of indebtedness

653 of any director, officer, or controlling stockholder of the

654 provider.

655 Section 12. Paragraph (a) of subsection (15) of section
656| 440.20, Florida Statutes, is anended to read:
657 440.20 Time for paynent of conpensation; penalties for

658| | ate paynent.--
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659 (15)(a) The departnment shall exam ne on an ongoi ng basis
660 clains files in accordance with s. 624. 3161 and may i npose fines
661| pursuant to s. 624.310(6) (5} and this chapter in order to

662 identify questionable clains-handling techniques, questionable
663| patterns or practices of clains, or a pattern of repeated

664| unreasonably controverted clains by carriers, as defined in s.
665| 440.02, providing services to enployees pursuant to this

666/ chapter. If the departnent finds such questionabl e techniques,
667| patterns, or repeated unreasonably controverted clains as

668| constitute a general business practice of a carrier, as defined
669| in s. 440.02, the departnent shall take appropriate action so as
670 to bring such general business practices to a halt pursuant to
671 s. 440.38(3) or may inpose penalties pursuant to s. 624.4211.
672 The departnent may initiate investigations of questionable

673| techniques, patterns, practices, or repeated unreasonably

674| controverted clains. The departnment nay by rule establish forns
675/ and procedures for corrective action plans and for auditing

676| carriers.

677 Section 13. This act shall take effect October 1, 2003.
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