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COMMITTEE/SUBCOMMITTEE AMENDMENT

Bill No. HB 143 (2014)
Amendment No. 2

COMMITTEE/SUBCOMMITTEE ACTION

ADOPTED (/N

ADOPTED AS AMENDED - (Y/N)

ADOPTED W/O OBJECTION /N

FAILED TO ADOPT - (Y/N)

WITHDRAWN (/N

OTHER

Committee/Subcommittee hearing bill: Insurance & Banking
Subcommittee

Representative Raburn offered the following:

Amendment (with title amendment)

Remove everything after the enacting clauseand insert:

Section 1. Present subsections (2) through (9) of section
631.54, Florida Statutes, are renumbered as subsections (3)
through (10), respectively, and a new subsection (2) is added to
that section, to read:

631.54 Definitions.—As used in this part:

(2) "Assessment year" means the 12-month period specified

in an order issued by the office directing insurers to pay an

assessment to the association. Upon entry of the order, insurers

may begin collecting assessments from policyholders for the

assessment year. The assessment year begins on the first day of

each quarter, beginning January 1.
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Section 2. Subsections (3) and (4) of section 631.57,
Florida Statutes, are amended to read:

631.57 Powers and duties of the association.—

(3) (a) To the extent necessary to secure £he funds for the
respective accounts for the payment of covered claims, to pay

the reasonable costs to administer such accounts +he—same, and

+ +
(i [

b tentrneeessary Lo secure £hke funds for the account
specified in s. 631.55(2) (b) or to retire indebtedness,
including, without limitation, the principal, redemption
premium, if any, and interest on, and related costs of issuance
of, bonds issued under s. 631.695 and the funding of any
reserves and other payments required under the bond resolution
or trust indenture pursuant to which such bonds have been
issued, the office, upon certification of the board of

directors, shall levy assessments initially estimated in the

proportion that each insurer's net direct written premiums in
this state in the classes protected by the account bears to the
total of said net direct written premiums received in this state
by all such insurers for the preceding calendar year for the
kinds of insurance included within such account. Assessments
shall be remitted to and administered by the board of directors

in the manner specified by the approved plan and paragraph (f).

Each insurer so assessed shall have at least 30 days' written
notice as to the date the initial assessment payment is due and
payable. Every assessment shall be made—as a uniform percentage

applicable to the net direct written premiums of each insurer in
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the kinds of insurance included within the account in which the
assessment is made. The assessments levied against any insurer
may shaltdt not exceed in any one year more than 2 percent of that
insurer's net direct written premiums in this state for the
kinds of insurance included within such account during the
calendar year next preceding the date of such assessments.

(b) If sufficient funds from such assessments, together
with funds previously raised, are not available in any one year
in the respective account to make all the payments or
reimbursements then owing to insurers, the funds available shall
be prorated and the unpaid portion shall—Pbe paid as soon
thereafter as funds become available.

(c) The Legislature finds and declares that all
assessments paid by an insurer or insurer group as a result of a
levy by the office, including assessments levied pursuant to

paragraph (a) and emergency assessments levied pursuant to

paragraph (e), constitute advances of funds from the insurer to

the association. An insurer may fully recoup such advances by

applying the uniform assessment percentage levied by the office

Nt ~+ £ 4
TTT— = T

aetor—teo—thepremiuvm—of policies
of the same kind or line as were considered by the office in
determining the assessment liability of the insurer or insurer

group as set forth in paragraph (f).

1. Assessments levied under subparagraph (f)l. are paid

before policy surcharges are collected and result in a

receivable for policy surcharges collected in the future. This
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amount, to the extent it is likely that it will be realized,

meets the definition of an admissible asset as specified in the

National Association of Insurance Commissioners' Statement of

Statutory Accounting Principles No. 4. The asset shall be

established and recorded separately from the liability

regardless of whether it is based on a retrospective or

prospective premium-based assessment. If an insurer is unable to

fully recoup the amount of the assessment because of a reduction

in writings or withdrawal from the market, the amount recorded

as an asset shall be reduced to the amount reasonably expected

to be recouped.

2. Assessments levied under subparagraph (f)2. are paid

after policy surcharges are collected so that the recognition of

assets is based on actual premium written offset by the

obligation to the association.

(d) MNe State funds may not ef—any kindshalt be allocated

or paid to the said association or any of its accounts.

(e)l.a= In addition to assessments etherwise authorized in
paragraph (a), and to the extent necessary to secure the funds
for the account specified in s. 631.55(2) (b) for the direct
payment of covered claims of insurers rendered insolvent by the
effects of a hurricane and to pay the reasonable costs to
administer such claims, or to retire indebtedness, including,
without limitation, the principal, redemption premium, if any,
and interest on, and related costs of issuance of, bonds issued

under s. 631.695 and the funding of any reserves and other
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payments required under the bond resolution or trust indenture
pursuant to which such bonds have been issued, the office, upon
certification of the board of directors, shall levy emergency
assessments upon insurers holding a certificate of authority.
The emergency assessments payable under this paragraph by any
insurer may shatdt not exceed in any single year more than 2
percent of that insurer's direct written premiums, net of
refunds, in this state during the preceding calendar year for
the kinds of insurance within the account specified in s.
631.55(2) (b) .

2.+ Any Emergency assessments authorized under this
paragraph shall be levied by the office upon insurers referred

to in subparagraph 1. sub-subparagraph—a-, upon certification as

to the need for such assessments by the board of directors. If

Ir—the—-event the board efdireeteors participates in the issuance
of bonds in accordance with s. 631.695, emergency assessments
shall be levied in each year that bonds issued under s. 631.695
and secured by such emergency assessments are outstanding+ in
sweh amounts up to such 2-percent limit as required in order to
provide for the full and timely payment of the principal of,
redemption premium, if any, and interest on, and related costs
of issuance of, such bonds. The emergency assessments provided
for—in—thisparagraph are assigned and pledged to the
municipality, county, or legal entity issuing bonds under s.
631.695 for the benefit of the holders of such bonds+ in order

EEESE L ¥ ] r
I C

yr—eounty—or—tegat—entity to provide
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for the payment of the principal of, redemption premium, if any,
and interest on such bonds, the cost of issuance of such bonds,
and the funding of any reserves and other payments required

under the bond resolution or trust indenture pursuant to which

such bonds have been issued, without themeeessityeof—any
further action by the association, the office, or any other

party. If Fe—th fernt bonds are issued under s. 631.695 and

the association determines to secure such bonds by a pledge of
revenues received from the emergency assessments, such bonds,
upon such pledge of revenues, shall be secured by and payable
from the proceeds of such emergency assessments, and the
proceeds of emergency assessments levied under this paragraph
shall be remitted directly to and administered by the trustee or
custodian appointed for such bonds.

3.e+~ Emergency assessments used to defease bonds issued

under this part paragraph may be payable in a single payment or,
at the option of the association, may be payable in 12 monthly
installments with the first installment being due and payable at

the end of the month after an emergency assessment is levied and

subsequent installments being due by mret—3dater—than the end of
each succeeding month.
4.6+ If emergency assessments are imposed, the report

required by s. 631.695(7) must skaltdt include an analysis of the

revenues generated from the emergency assessments imposed under
this paragraph.

5.e~ If emergency assessments are imposed, the references
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148 in sub-subparagraph (1) (a)3.b. and s. 631.695(2) and (7) to

149 assessments levied under paragraph (a) must shadd include

150| emergency assessments imposed under this paragraph.

151 6.2+~ If the board of directors participates in the

152 issuance of bonds in accordance with s. 631.695, an annual

153| assessment under this paragraph shall continue while the bonds
154 issued with respect to which the assessment was imposed are

155| outstanding, including any bonds the proceeds of which were used
156 to refund bonds issued pursuant to s. 631.695, unless adequate
157 provision has been made for the payment of the bonds in the

158 documents authorizing the issuance of such bonds.

159 7.3+~ Emergency assessments under this paragraph are not
160 premium and are not subject to the premium tax, to any fees, or
161 to any commissions. An insurer is liable for all emergency

162 assessments that the insurer collects and shall treat the

163 failure of an insured to pay an emergency assessment as a

164 failure to pay the premium. An insurer is not liable for

165| uncollectible emergency assessments.

166 (f) TFhe—recouvpmentTaocteor appltiecdtopolicies—n
167
168
169
170
171

172

173
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200 written premium amount from the prior calendar year as set forth

201 in the insurers annual statement, multiplied by the uniform

202| percentage of premium specified in the order issued by the

203| office. Insurers that have not written insurance in the prior

204 calendar year in any of the lines under the account which are

205| being assessed, but which are writing insurance as of, or after,

206 the date the board certifies the assessment to the office, shall

207| pay an amount based on a good faith estimate of the amount of

208| net direct written premium anticipated to be written in the

209 subject lines of business for the assessment year, multiplied by

210 the uniform percentage of premium specified in the order issued

211} by the office.

212 d. Insurers shall file a reconciliation report with the

213 association within 45 days after the end of the assessment year

214| which indicates the amount of the initial payment to the

215 association before the assessment year, whether such amount was

216| based on net direct written premium contained in a prior

217 calendar year annual statement or a good faith projection, the

218 amount actually collected during the assessment year, and such

219 other information contained on a form adopted by the association

220 and provided to the insurers in advance. If the insurer

221 collected from policyholders more than the amount initially

222 paid, the insurer shall pay the excess amount to the

223| association. If the insurer collected from policyholders an

224 amount which is less than the amount initially paid to the

225 association, the association shall credit the insurer that
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226| amount against future assessments. Such payment reconciliation

227 report, and any payment of excess amounts collected from

228| policyholders, shall be completed and remitted to the

229| association within 90 days after the end of the assessment year.

230| The association shall send a final reconciliation report on all

231 insurers to the office within 120 days after each assessment

232 year.

233 e. Insurers remitting reconciliation reports under this

234| paragraph to the association are subject to s. 626.9541 (1) (e).
235

236 Heoan 1 allr oo Tha o il A~ o n A o At oroa - o o £ S+ n
LAtJ\Jll TTT O UL T IO LTI 1O O oo T T TCTIUIT OO ITToCT LT CTT T C OO T oL (&2 SN U mp W i §
237 bz mnalaaoauuhal A~y rga 4+ oo A~ o+ + 1 ] tZIz3 My £ r
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238 nolioushaoaldar Ve Adaab <7 + nasz a1l S~ amant o T+ +1h oo o
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241 roama 4+~ + 1 W N | N trath e 2N Aoz S+~ 1 A + 1
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243 colteected-
244 2. The association may use a monthly installment method

245 instead of the method described in sub-subparagraphs (f)1l.b and

246 c. or in combination thereof based on the association's

247| projected cash flow. If the association projects that it has

248 cash on hand for the payment of anticipated claims in the

249 applicable account for at least 6 months, the board may make an

250 estimate of the assessment needed and may recommend to the

251 office the assessment percentage that may be collected as a
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252 monthly assessment. The office may, in the order levying the

253| assessment on insurers, specify that the assessment is due and

254| payable monthly as the funds are collected from insureds

255 throughout the assessment year, in which case the assessment

256| shall be a uniform percentage of premium collected during the

257 assessment year and shall be collected from all policyholders

258| with policies in the classes protected by the account. All

259 insurers shall collect the assessment without regard to whether

260 the insurers reported premium in the year preceding the

261 assessment. Insurers are not required to advance funds if the

262 association and the office elect to use the monthly installment

263| option. All funds collected shall be retained by the association

264 for the payment of current or future claims. Nothing herein

265 shall change the obligation of an insurer to remit assessments

266| levied pursuant to this subsection the association. If—the

267 oo o vt = Ao 185 o~~~ £ +1h + o+ o] Saoanaamant woa A Thes
CxRX eSS amountt X CCCO s o Pttt Ottt —cotar—aosSCoomCitc —pPpaoara Oy

268 +h 1 s EV S ISR L VN LS L o L2 +h oo o Nt o171
chC—TirourCTr O Tirocorct STrotupPy ciCc— CXxXCCoo——amourtc—otitar=—— ot

269 ratiiranaAl o+ + EIR AW E TR VNS R EV S IRk 2D NE VMo n'la A~y
e TcornCO oo TirourCtE o O TitourCTr group oS CurrtCirc

270 nolicougshaldara Iy AL Ao EPSE LN S IR R L P LN I B = Th ESW I N i B2
POT=T=CyroTrGCTT s Oy TCTronttGs O primrultt ST ttsS TIIrC—ao oot Ta T Ot

271 shall—use—any remittedexecess—recoupment—amounts—+teo—reduece

272 f£uture—assessmentse

273 (g) Amounts recouped pursuant to this subsection for

274 assessments levied under paragraph (a) due to insolvencies on or
275 after July 1, 2010, are considered premium solely for premium
276 tax purposes and are not subject to fees or commissions.

277 However, insurers shall treat the failure of an insured to pay a
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COMMITTEE/SUBCOMMITTEE AMENDMENT

Bill No. HB 143 (2014)

Amendment No. 2

action by a policyholder with respect to the levying of, or a

policyholder’s duty to pay, such assessments.

(4) The office department may exempt or temporarily defer

any insurer from any regular or emergency assessment if the

office finds that the insurer is impaired or insolvent or if an

assessment would result in such insurer's financial statement
reflecting an amount of capital or surplus less than the sum of
the minimum amount required by any jurisdiction in which the
insurer 1is authorized to transact insurance.

Section 631.64, is amended to

Section 3. Florida Statutes,

read:
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paid—by—thememberinsurer- Charges or recoupments shall be

separately displayed on premium bills to enable policyholders to
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determine the amount charged for association assessments, and

may not be included in rates filed and approved by the office.

Section 4. Subsection (5) of section 627.727, Florida

Statutes, is amended to read:

627.727 Motor vehicle insurance; uninsured and

underinsured vehicle coverage; insolvent insurer protection.—
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COMMITTEE/SUBCOMMITTEE AMENDMENT

Bill No. HB 143 (2014)
Amendment No. 2

(5) Any person having a claim against an insolvent insurer

as defined in s. 631.54+46) under £he—preovisiens—ef this section

shall present such claim for payment to the Florida Insurance

Guaranty Association only. In the event of a payment to a any

person in settlement of a claim arising under the—provisions—ef
this section, the association is not subrogated or entitled to
afy recovery against the claimant's insurer. The association,
however, has the rights of recovery as set forth in chapter 631
in the proceeds recoverable from the assets of the insolvent
insurer.

Section 5. Subsection (1) of section 631.55, Florida
Statutes, is amended to read:

631.55 Creation of the association.—

(1) There is created a nonprofit corporation to be known
as the "Florida Insurance Guaranty Association, Incorporated."”
All insurers defined as member insurers in s. 631.5447) shall be
members of the association as a condition of their authority to
transact insurance in this state, and, further, as a condition

of such authority, an insurer must shadt agree to reimburse the

association for all claim payments the association makes on the
said insurer's behalf if such insurer is subsequently
rehabilitated. The association shall perform its functions under
a plan of operation established and approved under s. 631.58 and
shall exercise its powers through a board of directors
established under s. 631.56. The corporation shall have all

those powers granted or permitted nonprofit corporations, as
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Bill No. HB 143 (2014)
Amendment No. 2

provided in chapter 617.
Section 6. This act shall take effect July 1, 2014.

TITLE AMENDMENT
Remove everything before the enacting clause and insert:
A bill to be entitled

An act relating to the Florida Insurance Guaranty Association;
amending s. 631.54, F.S.; defining the term "assessment year";
amending s. 631.57, F.S.; revising provisions relating to the
levying of assessments on insurers; specifying the conditions
under which such assessments are paid; revising procedures and
timeframes for levying the assessments; revising an exemption
for assessments; amending s. 631.64, F.S.; requiring charges or
recoupments to be displayed separately on premium bills to
policyvholders and prohibiting their inclusion in rates; amending
ss. 627.727 and 631.55, F.S.; conforming cross-references;

providing an effective date.
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