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By the Committee on Banking and I nsurance; and Senator

Saunder s
597-1739- 06
1 A Dbill to be entitled
2 An act relating to m nimumliquid-reserve
3 requi renents for continuing care providers;
4 anmending s. 651.035, F.S.; deleting the
5 requi renent that a provider include property
6 i nsurance prem uns within the amount required
7 as debt service reserve; deleting provisions
8 provi ding for calculating the amount of such
9 prem uns; deleting a provision exenpting
10 property insurance prem uns fromthe anount
11 that a provider is required to maintain as an
12 operating reserve; providing an effective date
13
14| Be It Enacted by the Legislature of the State of Florida:
15
16 Section 1. Paragraphs (a) and (c) of subsection (2) of
17| section 651.035, Florida Statutes, are anended to read:
18 651.035 Mnimumliquid reserve requirenents. --
19 (2)(a) A provider shall maintain in escrow as a debt
20| service reserve an anount equal to the aggregate amount of al
21| principal and interest paynents due during the fiscal year on
22| any nortgage | oan or other long-termfinancing of the
23| facility, including taxes anrd—insuranrce as recorded in the
24| audited financial statenments required under s. 651.026. The
25| anount shall include any |easehold paynments and all costs
26| related to such paynents same. |f principal paynments are not
27| due during the fiscal year, the provider shall nmaintain in
28| escrow as a mnimum|liquid reserve an anount equal to interest
29| paynents due during the next 12 nmonths on any nortgage | oan or
30| other long-termfinancing of the facility, including taxes anrdg
31| +hAsuranee. For—thepurpose—eofthis paragraph—thearpunt—oef
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13 (c) Each provider shall maintain in escrow an

14| operating reserve in an amobunt equal to 30 percent of the

15| total operating expenses projected in the feasibility study
16| required by s. 651.023 for the first 12 nonths of operation
17| Thereafter, each provider shall maintain in escrow an

18| operating reserve in an anmobunt equal to 15 percent of the

19| total operating expenses in the annual report filed pursuant
20| to s. 651.026. Where a provider has been in operation for nore
21| than 12 nonths, the total annual operating expenses shall be
22| deternmined by averaging the total annual operating expenses
23| reported to the office by the nunber of annual reports filed
24| with the office within the inmedi ate precedi ng 3-year period
25| subject to adjustnment in the event there is a change in the
26| nunmber of facilities owned. For purposes of this subsection
27| total annual operating expenses shall include all expenses of
28| the facility except: depreciation and anortization; interest+
29| thAsuranee and taxes included in subsection (1); extraordinary
30| expenses which are adequately explained and docunented in
31| accordance with generally accepted accounting principles;
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liability insurance premunms in excess of those paid in

cal endar year 1999; and changes in the obligation to provide
future services to current residents. For providers initially
licensed during or after cal endar year 1999, liability

i nsurance shall be included in the total operating expenses in
an amount not to exceed the prem umpaid during the first 12
mont hs of facility operation. Beginning January 1, 1993, the
operating reserves required under this subsection shall be in
an unencunbered account held in escrow for the benefit of the
residents. Such funds may not be encunbered or subject to any
liens or charges by the escrow agent or judgnents,

garni shnents, or creditors' clains against the provider or
facility. However, if a facility had a |lien, nortgage, trust

i ndenture, or simlar debt instrunment in place prior to
January 1, 1993, which encunbered all or any part of the
reserves required by this subsection and such funds were used
to nmeet the requirenents of this subsection, then such
arrangenent may be conti nued, unless a refinancing or

acqui sition has occurred, and the provider shall be in
conpliance with this subsection.

Section 2. This act shall take effect July 1, 2006.

STATEMENT OF SUBSTANTI AL CHANGES CONTAI NED | N
COW TTEE SUBSTI TUTE FOR
Senate Bill 1256

Restructures the treatnment of property insurance premuns in
the calculation of mnimumliquid reserve requirenments by
renmovi ng such premiunms fromthe debt service reserve and

pl acing the premuns into the calculation of the operating
reserve of a Continuing Care Retirenment Conmunity (CCRC).

Del etes the provision capping inclusion of Broperty i nsurance
prem unms used in calculation of a CCRC s debt service reserve
requi renent at the amount paid by a provider for property

i nsurance prem uns in cal endar year 1999.
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