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S 838 tCONT!NUEDl 
of tax lo:H required as quahficat1on for such payments Amends 259 032. 
373 59 E!Tectlve Date 07/01/1997 
02/'2U97 SENATE Prefiled 
03/0.V97 SENATE Introduced, referred to Community Affairs, Natural Re• 

source!, Ways and Mi!!ans -SJ 0008◄ 
04/0-'/97 SENATE On Co mmittee airenda-Coromumty Affairs, 04/08/9 7 ,  

9 00 am, Room-1 C(309) 
().l/08/97 SENATE Comm Action Favorabl!! with 3 amendmentl s) by Com• 

mun1ty A1Ta 1n -SJ 00448 
0-i/09/97 SENATE Now m Natu ral Resources -SJ 004.f.8 
().(/1 1/97 SENATE On Committee airenda-Natural Resources, 04/15/97, 

2 00 pm, Room-A! LL-37 ) 
O<l/15/97 SENATE Comm Amon Favorable � 1th 1 amendment(s l  by Natu• 

ral Resources -SJ 00521 
W16/97 SENATE Now m Ways and Means -SJ 00521 
0oCJ24/97 SENATE Withdrawn from Ways and :'-,1eam -SJ 005 35, Placed on 

04/30197 
05/0V97 
05/02/97 

SENATE 
SENATE 
S ENATE 

Calendar 
Placed on Special Order Call!ndar -SJ 01096 
Placl!d on Spec:al Order Calendar -SJ 00957, -SJ 0 1096 
Placed on Spe-c1al Order Calendar -SJ 0 1 105, Died on 
Special Order Calendar 

S S40 GENERAL BtLUlST ENG by Holzendorl' (Similar 2ND ENG/H 
19"3, S 0620, Compare H 025 1 ,  1ST ENG/H 0743, H 1 941,  S 0276, CS/S 
0770, CS/3RD ENG/S 079", S 0898, CS/l ST ENG/S 0904, CSIS 1346, CSIS 

1456, S 1886, S 2490) 
Jn5urancl!i'R,1sk Baud Cam ta!. requires certain msurers to file reports concern­
me their r1sk based capital, requires Insurance Dept to request such reports 
under certain circumstances, requires certam m!u rers to fill! rl!ports ofmaten­
al transactions concerning their l!l.sset! or their ceded remsun.nce acreements, 
authonzes persons who hold limited hcl!nse for credit msurance to hold certain 
add1t1onal licenses, etc A.mends Chs 624, 626, 625, 627, 628 801 Effectl', e 
Date 07/0 1/1 997 except as otherwise provided 
0212 l/97 SENATE ?refiled ' 
03/04/97 SE!'-l'ATE Introduced, referred to B ank.mt and Insurancl! -SJ 00084 
04/1 1/97 SENATE On C o m m ittee a ge nda-B ankini and Insurance, 

04/18/97, 9 00 am, Room-E L  
04/1&'97 SEN'ATE Comm Act.on -Fa� arable with l am ,mdment(s) by Bank­

0412 1/97 
0-4129/97 
04/30/97 
05/01/97 

SENATE 
SENATE 
SENATE 
SENATE 

05/01/97 HOUSE 
05/02/97 HOL'SE 

05/02/97 SEN ATE 
05/1 6/97 
06/01/97 

me and lnsurancl! -SJ 00584 
Placed on Call!ndar -SJ 00584 
Placed on Spec.al Order Calendar -SJ 00938 
Placl!d on Special Order Calendar -SJ 00938, -SJ 0 1 096 
Placed on Special Order Ca ll!ndar -SJ 00957,  -SJ 0 1096, 
Read second tLml! -SJ 01222, Amendml!ntfsl adopted -SJ 
0 1222, Read third time -SJ 01229, Passed as amended, 
YEAS 36 NAYS 0 -SJ 01229 
In Messages 
Received -HJ 0 1 786, Re3d sl!"cond and thlrd t1mes -HJ 
0 1 7 58, Passed, YEAS 1 1 3  NAYS 0 -HJ 01188 
Ordered enrolled -SJ 0 1843 
S1ped by Officers and presented to Governor 
Became Law without Go" l!rnor's S 1irnature, Chapter No 
97-292, See also HB 743 ! Ch 97-2 1 4. l, CS/S B 794. (Ch 
97-55), CS/SB 904 ( Ch 97-293) 

S 8-42 GENERAL BILLJCS by Jud1c1ary; Dudley (S1 m1lar CS/2ND ENG/I-I 
0889) 
L1en!l'Construct1on. includes unpaid lmance charg"es dul! under claimant's con­
tract amonc charges which may be assessed against cert.am contractors' bonds, 
provides for time �nod for not Lee of nonpayment, provides for service of notice 
of commencement rather than mailing- re liens of �rsons not m pnv1ty, pro• 
v1des for issuance of permits &. for LnSpect1ons for certam temporary or prehm1• 
nary work, etc Amends 255 05 , i l3 06, 132, 135 E ffective Date 10/0 1/1997 
02/2L'97 SEN ATE Pre filed 
03/04197 SENATE Introduced, rl!fl!rred to Jud1c1ary -SJ 00084 
03/10/97 S ENATE On Com mittee ag-enda-Jud1c1ary, 03112/97, 2 00 pm, 

Room- 1C( 3091 
03112/97 SENATE Comm Action -CS by JudLciary -SJ 00236, CS read first 

03/14/97 
0,(,116197 
04/ 17/97 
0'4.!24197 
04/25197 
04128/97 

SENATE 
SENATE 
SENATE 
SENATE 
SEN'ATE 
SENATE 

time on 03/19/97 -SJ 00243 
Plnced on Calendar -SJ 00236 
Placed on Special Order Calendar -SJ 00500 
Placed an Special Order Calendar -SJ 00500 
Placed on Special Order Calendar -SJ 00583 
Placed on Spec1..1l Order C..ilendar -SJ 00583 
P!ac� on S�c1al Order Calendar -SJ 0065 1. Read sec­
ond ttme -SJ OO'i'07 .�endment( s J  3dopted -SJ 00707, 
House Bi ll suostituted -SJ 00707, Latd on T..ible, ldenJ 
Sim /Compare B1llt sl  pasaea, refer to CS/HB 889 1 Ch 
97-':: 19t 

S 844 JO lNT RESOLUT I O N  by <; u t m a n ,  1 C O-S PONSORSJ Silver 
IS1m1 lar H 0969, Compare H 0967, S 1 1 74)  
Ad V1docem T,lXIHliHOrtC Proorrtll'S- LOnsututional nmf'ndment to remove re­
qu1r.-rnent •" nistonc prop.-rtv .,:r'lntl'd 1d val t 1x l''l:emµt 1on bv countv or mu­
r1 1c1p111Ltv thnt uwnt'r tw rt>nu, ,ltUl l! µropt>rn to llltharize Lt>i:r1!1! ,1tur.- W 11low 

1 P \CE N l f11 B E RS REF! El'T D,\ JLY <-; E N .HE \N O l l Ol lSE ,i < WR N AL.S 
P!�\t 'E �1 ENT ! N  FIN ,\ l .  BC  1 t--;-N n . .  ( H T [{N \L� \I \ Y V r\H'Y1 

S S4-i (CONTINUEDl 
counties or mumctpahties. by ordinance, to aasesa lustonc properties solely on 
basis of cnaracter or use for ad val tu purposes, subject to eurib 1Lity requ1re-­
ments specified by general law Amends !S 3 &. 4., Art VII. creates s 22, Art 
XII 
02/'2 1/97 S ENATE Prefiled 
03104197 SENATE Introduced reierred to Community Affairs, Ways and 

Means, Rules and C alendar -SJ 00085 
03/13/97 SENATE On Committee ag-enda-Commumty Affairs, 03/17/97 , 

3 00 pm, Room-lC/3091 
03/17/97 SE NATE Comm. Action Favorable by Community A.ff.airs -SJ 

00235 
03/18/97 SE�ATE Now m Ways and �{eans -SJ 00235 
0-4/24/97 SENATE Withdrawn from Ways and �leans -SJ 00535, �ow in 

Rules and Calendar 
04/25/97 SENATE Withdrawn from Ruli!s and Calendar -SJ 00604, Placed 

on Calendar 
04/30/97 SENATE Placed on Special Order Calendar -SJ 01096 
05/0 1/97 SENATE Placed on Special Order Calendar -SJ 00957, -SJ 01096, 

House Bill substituted -SJ 01222, Laid on Table, Iden/ 
S1mJCompare B1Wsl  passed, refer to HJR 969 !Filed .,,, 1th 
Secretary o( State I, See also HB 967 fCh 9i-1 l 7 ) 

S 846 RESOLUTION by Forman 
Qste9pa th1c �l �d1c:ne DaY, commends osteopathic physmans of this stat!! for 
their cantnbut1ans to health & welfarl! a( residents of this state &. recogruze! 
March 26, 1997. a!! Osteopathic 1iedicme Day 
02/21/9i SENATE ?re filed 
03/26197 SENATE Introduced -SJ 00268, Adopted -SJ 00268 

S 848 GENERAL BILL by Campbell (ldenhcal H Oi81 ,  Compare CSIH 
Q.(53, CS/1ST E:'{G/S 053 0) 
Mastf'ctom11! sllnsurance Co\'l!rage, {THIS BILL COMBINED IN CS/S530,84,8J 
requ1rl!s health insurance policies & contracts to provide covl!raie for mastec­
tomies, prohibits 3'uch policies & contracts (rem 1mposmg cert.am hm1tat1ons 
on CO\'eraie for hosp1t:i.l stays under certain circumstances, pro\ ides require­
ments &. prohibLt1ons for Lnsurers & HMO's re brl!ast cancer covl!rage, con• 
forms appl1cat10n prov1s1ons to include certam cross-references Ame:J.ds Ch.s 
627, 64 1 E ffl!Ctl\ l! Date 10/0 1/1997 
02/'2 1/97 SENATE ?refiled 
03/04197 SENATE Introduced, referred to Banking and Insurance, Ways 

and �leans -SJ 00085 
03/21/97 SE:-.-ATE On Com m 1 ttl!e aien da-B ank1nr and Insurance,  

03/25/97, 9 00 am, Roo m-EL 
03/25/97 SE};ATE CS combml!s this bill with 530, Comm Action CS bv 

Banking and Insurance -SJ 00363, Ong1n3.\ bi l l  laid o� 
Table, rl! fer to combmed CS/SB 530 1 Ch 97-48) 

S 850 GENERAL BILLJCS by Criminal Juilt 1ce; Campbell 
E; idence of P�e·ud Lc�JOfft:nses. prov1dl!! enhancl!d penalties for offenses that 
show ev1dencl! oi prl!Jud1cl! af3mst v1ct1m, based on victim s mental or physical 
dLsab thty, or advanced are, provides defmlt10ns Amends 7i5 085 Effective 
Datl! 10/0 1/ 1 997 
02/2 1/9i SEN'ATE Prl!filed 
03/0-'t/97 SEN'ATE lntroducl!d, referred to C r1m mal Justice, Ways and 

Means -SJ 00085 
03,'07/97 SE NATE On Comm1ttl!I! agenda-Criminal Justice, 03/1 1/97, 9 00 

am, Room-A(LL-37) 
03/1 1/97 SEN'ATE Camm .�ctlon CS by Cnmmal Justicl! -SJ 00200; CS 

read first tune on 03/13/97 -SJ 00208 
03/ l3/97 SE SATE Now m Ways and M:eans -SJ 00200 
03/26197 SENATE Withdrawn fro m Ways and Means -SJ 00269, Placed on 

Calendar 
04/16/97 SE NATE P laced on Special Ordl!r Calend3.r -SJ 00500, Read sec-

ond time -SJ 004 93 
0'4.!17/97 SENATE Read thud time -SJ 005 1-4, CS passed. YEAS 40 NAYS 

0 -SJ 005 H, Iccmed,ate!y certified -SJ 00 5 14 
04117/97 HOCSE In Mess.aces 
05/02/97 HOL"SE Died m Mess.ares 

S 852 GENERAL B lLL'CS by Health Care; Ch1ldeni ( Similar CSIH 0227, 
S 1922. Com pare H 1935, 1ST ENG/S 0326, S 1474, S 14821 
De;nrn•t1on.stP@nsaco[,1 &. UCF, designates &. names Children's Medical Ser­
v1ce1 fac1htv currently under construction at 5 1 92 Bayou Boulevard 1n Pensa• 
cola, E!camb1a Countv, il.S "Dr Reed Bell & Dr John H 'w1utcomb Bu i.ldmc", 
nil.mes president s residence at L'n1v.-rs1ty of Central F!onda the "Burnett 
Houae", names School of Commun1catLOns at Un1vers1ty of Cl!ntrnl Florida the 
" -\nthonv ,J '- 1cnobon School of Cammu mc:i.t1o ns", etc E ffective Date Upon 
becomlllg law 
02/'2 1/97 SENATE ?refiled 
03/04197 SE::-.r-\TE Introd uced referred ta H ealth C.ire -SJ 00085 
03/07/9i' SE:-.AT E  Un Committte ::tg-end:i.-Hi!alth C..ire 03/1 1/97, 2 00 pm, 

Room-EL 
03/1 1/97 SE"'l \TE l 'umm \cuon -1�S bv He-a l th  C..ir,. -SJ 00.!00, CS r"ad 

fi r!t time on ,J'l/ lJ/97 -SJ 110'208 
ii l/ l )/'Ii � E "',,;  \TE Pi ILt-d <1n 1- 11t-nd,1r -.."-1 11()200 

l'l1 N1'INt TED 01'[ NEXT PAGE) 
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s ooe !CONTINUED> 
day, amends prov111ons to conform, require!! office of superv1aor of eltttlOns & 
any branch office to � open on Saturday pnor to any statewide eleetton or oth­
er election held in conJu nc:t 1on therewith, for purpose of allowmr early 
in-person absentee votmc for that election Amends Ch., 97, 98, 101 Effective 
Date 0 1/01/1998 
02!'25/97 SENATE Prefiled 
03/0.(/97 SENATE Introduced, referred to Executive Business, Ethics and 

Elections -SJ 00089 
Q(!U.197 SENATE Withdrawn from Executive Busmess, Ethics and E lec• 

t10ns -SJ 00472, Withdrawn from further cona1derat1on 
-SJ 00472

S S9S GENERAL BILL by Holzendorf (Compare 2ND ENG/ll 1943, 1ST 
ENG'S OMO) 
[n;mrance pol1c1u/Lao:,e :,.;gtice - revises prov111ons requ1rinc notice to pohc­
yowners & secondary addressees of 1mpendtni lapse of certain msurance poli­
c1es under cert.un circumstances. provtde, procedure, & appltcat1on. Amends 
62i 4.555, 5045 EfTectr., e Date 10/01/1997 
0?125/97 SENATE Prefiled 
03/04/9i SENATE Introduced, referred to Bank.me and Insurance -SJ 00089 
03/2U97 SENATE On Com mtttee aienda-Ban kmf and Insurance , 

03/25/9i, 9 00 am, Room-EL 
03/25/97 SES ATE Comm Action -Favorable by Bank.me and Insurance -SJ 

03/26/97 SENATE 
04/16197 SENATE 
0'117/9i SENATE 
04/24/97 SEN ATE 

04/2(197 HOUSE 
OS/02/9i HOUSE 

003 15 
Placed on Calendar -SJ 00315 
Placed on Special Order Calendar -SJ 00500 
Placed on Special Order Calendar -sJ 00500 
Placed on Special Order Calendar -SJ 00583, Read sec­
ond and third times -SJ 005,4,3, Passed, YEAS 34 NAYS 
0 -sJ 00543, ImmedLatdy certified -SJ 00543 
In Messages 
Died m Mes.ages, Iden./S Lm /Compare B1ll(s) passed, re­
fer to SB 840 < Ch 97-292> 

S 900 GEI'i'ERAL BILL by Holzendorf {Identical H 0733) 
Collect1ve Barcammg/Impuses. revises procl'!dures for resoktng certa.m till· 

puses, provide:!! dutil'!s of par.1es, requires special ma:!lter to hold public hl'!ar­
inp under certain circumstances, requires le�:,\at1,•f! body to hold public hear­
ine under certa111 circumstances, provide, duties of Public Employees Rela­
tions Commission Amends 44 7 403 Effective Date 10/01/1997 
02125/97 SESATE Prefiled 
03/04/97 SENATE Introduced, referred to Go., emcnental Reform and Over­

a11:ht. Rules and Calendar -SJ 00089 
O<l/2(197 SENATE W1thdra"Wn from Governml'!ntal Reform and Oversight, 

Rules and Calendar -SJ 00535, Withdrawn from furthl'!r 
consideration -SJ 00535 

S 902 GE:,.,'ERAL BILUlST E�G by S ilver (Si milar H 1 333, Compare H 

1157, CS/H 1 319, CSJCS/S 0722) 
Countv -\.rticle V IF/Supreme Coun,  creates said trust fund to be adm111istered 
by Supreme Court, provides for future review & tercn111ation or re-creation of 
fund Effective Date Oi/0 1/1998 
02/25/97 SENATE ?refiled 
03/04/97 SENATE Introduced, referred to Judmary, Community Affa1n. 

Ways and Means -SJ 00089 
03/28/97 SENATE On Comrmttee agenda-JudLc1ary, O-l/02/97 , 2 30 pm , 

Roocn-1C( 309l 
04/02/97 SENATE Comm Action Favorable with 3 amendment(s) by Judi• 

Clary -SJ 0036:::! 
O-l/03/97 SENATE Now m Community Affair:!! -SJ 00362 
0004/9i SENATE On Committee agenda-Cocnmunity Affa1n, 04/08/97, 

9 00 am, Room-1C(309l 
0-4/08/9i SESATE Comm Ac!10n Favorable by Commumty Affalrs -SJ 

OOH9 
04/09/97 SENATE Sow in Way:!! and Mean, -SJ 00449 
04/16197 SENATE Withdrawn from Ways and Means -SJ 004.81, Placed on 

Calendar 
04/24197 SENATE Placed on Special Order Calendar -SJ 00583; Read se<:­

ond time -SJ 00538, Amendment<al adopted -SJ 00538, 
Read third time -SJ 00538, Passed aa amended, YEAS 39 

IWZ</97 HOUSE 
O</ZS,97 HOUSE 

NAYS 0 -SJ 00538, Immediately certified -SJ 00538 
In Messages 
Rece1\ ed -HJ 00953, Placed on Consent Calendar, Sub• 
st1tutl'!d for HB 1333 -HJ 00953, Read second and thud 
times -HJ 00953, P:issed YEAS 1 15 NAYS 0 -HJ 00953 

04/2519i 
0030/97 
05/16197 

SENATE Ordl'!red enrolled -SJ 00i21 
SlgTil'!d by Officen and presented to Governor -SJ O 1 103 
Becacne Law without Governor's Signature. Chapter No 
97-64, See also CS/HB 13 19 1Ch 97-235J

S 904 GENERAL BlLL/CS/lST ENG by B•nkrne and loaurancie; Gr&nt: 
!CO-SPONSORS) Holzendorf (S1m1lar H 19◄ 1 ,  Compare 1ST ENG,'S 
....., 
Risk hasf"d -:1.p1t.d ! n101 r,rnfident 1n !  .1 1To rds confident 1abtv to nsK-ba.sl'!d 
capi tal mtormntlon prov1de5 �onlictl"nt n1 1 1tv & ;,u b l ic meetm� & rM:ord5 l"'I:• 

1 PAt}E Nt r11DE R..'-> REFLECT DAILY SEN \TF, \..N· o HOUSE ,JOURNALS 
PLACE MENT IN FI NAL BlH TND/nPRNALS MAY VARYI 

S 904 1 CONTINUEDI 
emption for certam mformat1on re nl!lk-based capltal, proY1de:!I for termination 
of exemption, prov1del!l for legulative review & future repeal, proVJ.des public 
ne<:esa1ty stateml'!nt, proVJ.des exemption from pubhc records reqw.reml'!nts for 
local Comm1u1on on Ethics & Public Trust Effective Date 07/0 1/1997 
02f.25197 SE�ATE Prefiled 
03/04197 SENATE Introduced. referred to Bank.me and Ioaurance, Govern• 

03/28/97 SENATE 

0<!0<197 SENATE 

0<11 1/97 SENATE 

04115/97 SENATE 

04/17/9i SENATE 
04129/97 SE!'-l'ATE 

0<!30/97 SENATE 
05/0V97 SENATE 
05/02/97 SENATE 

05/02/97 HOUSE 

05/02/97 SENATE 
05/16/97 
06/01/97 

mental Reform and Over:!11iht -SJ 00089 
On Comm1ttel'! agenda-Banktnr and Ins urance ,  
04/01/97, 9 00 am, Room-EL-Tl'!mporarily poatponed 
On Committee aienda-Bankmi and Insurance,  
04/08/9i, 9 00 am, Room-EL-Not considered 
On Committee aeenda-B ank1n1 and In surance,  
04/15/97, 9 00 am, Room-EL 
Comm Action CS by Bank.mg and Insurance -SJ 005 2 1 ,  
C S  read first time on 04/17/9i -SJ 00522 
Now m Govemmental Reform and Ove:-sight -SJ 0052 1 
Withdrawn from G<ivemmental Reform and Over:!111ht 
-SJ 00724, Placl'!d on Calendar
Placed on Special Order Calendar -SJ 01096
Placed on Spl'!c1al Order Calendar -SJ 00957, -SJ 01096
Placed on Consent Calendar-sJ 0 1843, Read second ttme
-SJ 01349, Amend:nentfs) adopted -SJ 0134.9, Rud third 
time -sJ 01350, CS passl'!d as amended, YEAS 39 NAYS 
0 -SJ 01350
In �es.sages, Rece1vl'!d -HJ 02004 , Read second and third
times -HJ 02004., CS passed, YEAS 1 14 :SAYS O -HJ 
02004
Ordered enrolled -SJ 01843
S1cnl'!d b) Omcers and pre�ented to Governor
Bl'!came Law without Governor's Signature, Chapter No 
97-293, See also SB 840 ,Ch 97-292 ) 

S 906 LOCAL BILL by Dudley, (CO-SPONSORS) )lcKay (Si milar 1 ST 
ENG/H 0927, Compare H 0◄21,  H 0423, 2ND ENGffi 0425, H 0◄29, H 0567, 
1 ST ENG/H 0619, 1ST ENG/II 1 741 ,  S 0740, S 0742, S 0744, S 0994, CS/S 
1248, S 1894, S 1896) 
Jndtw::"ldeot Fm: Control Q1str1cts, (Lee Co J prescnbes un1forcn cntena for op­
eration of independent special fire-control d1s tncts, preempts certain special 
acts & a:eneral act� of local 1pphcat1on, provide, for d1stnct boards of comm1s­
s1oners & for their election, provides for ad valore:n taxl'!s, non-ad valorem as­
sessments, usl'!r charie,, bonds, & impact fl'!l'!S, provides for mtergovemmental 
coordination, prov1dl!"!I for expansion, merger, & dissolution of dLStncts, etc Ef• 
fective Date Upon becoming law 
02/25/97 SENATE Prefiled 
03/04197 SENATE Introduced, referred to Community Affairs, Rules and 

Calendar -SJ 00089 
03/13/97 SENATE On Committee agenda-Commumty Affairs, 03/17/9i ,  

3 00  pm,  Room-1Ct 309\ 
03/li/97 SE:-l'ATE Comr:::i Action Favorabll'! ¼ Lth 3 amendment( s )  b:,, Com• 

mun1ty .A.i!a1r:s -SJ 00235 
03/18197 SENATE Now m Rules and Call'!ndar -SJ 00235 
05/02/97 SE�ATE Died LO Committee on Rules and Calendar, lden./Slml 

Compare Billt s l  pa!sl'!d, refer to HB 927 (Ch 97-340), HB 
174 1 (Ch 97-256) 

S 908 GESERAL BILUCS/lST ENG by Bank.Jn1 and Insurance; Grant; 
(CO-SPONSORS) Holzendorf (S1m1lar CS/lST ENG/H 0269) 
Surp[µ:, I 1nr:i !o:J /Dana Rochnc A.ct. creates nonprofit �sociatlon nacned 
YFlonaa Surplu:!1 Ltne! Sf!rv1ce Office�, requ1re5 office to collect ser.·1ce fee from 
surplus lme:!I agents, rl'!qu.res pla."'1 of operation to be subrmtted to Insu rance 
Dept , requires such ai'ents to pay surplus !mes tax to otlice, imposes service 
fl'!e on prl'!mtums charied for surplus hnl'!s insurance, revises surplus & trust 
fu nd requLreml'!nts for a lien surplus lml'!s i nsurers, etc Aml'!nds 
626 918, 92 1. 93 1 932, creates 626 9325 EITect1ve Date 10/01'1997 
02125197 SENATE ?refiled 
03/04/97 SENATE Introduced, referred to Banlune and Insurance, Govl'!m• 

03128/97 SE NATE 

04/0 U97 SENATE 

0003/97 SENATE 
04110/97 SENATE 

04/14/97 SENATE 

04/ 15/97 SENATE 
04/16197 SE NATE 

04/::! 1/97 SENATE 

ml'!ntal Reform and Oven11iht, Ways and Mean, -SJ 
00089 
On Committee aiienda-B ankmg and Insurance, 
04/01197, 9 00 am, Room-EL 
Comm Action CS by Bank.Lni J.nd Insurance -SJ 00362, 
CS read first time on 04/03/97 -SJ 00373 
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FLORIDA SENATE - 1997
By Senator Holzendorf 

2-703-97

A bill to be entitled 

An act relating to workers' compensation and 

employer's liability insurance; amending s. 

627.072, F.S.; prescribing a minimum value that 

may be placed on margin for profit and 

contingencies when determining and fixing rates 

for such insurance; providing an effective 

date. 

SB 840 

101 Be It Enacted by the Legislature of the State of Florida: 

11 

12 Section 1. Subsection (1) of section 627,072, Florida 

131 Statutes, is amended to read: 

141 1 5 

627.072 Making and use of rates.--

(1) As to workers' compensation and employer's

16
1 

liability insurance, the follow1ng factors shall be used in 

17 the determination and fixing of rates: 

18 (a) The past loss experience and prospective loss

191 experience within and outside this state; 

20 

21 

(b) The conflagration and catastrophe hazards;

(c) A reasonable margin, that may ngt be less than

221 zero, for underwriting profit and contingencies; 

23 (d) Dividends, savings, or unabsorbed premium deposits

24
1 

allowed or returned by insurers to their policyholders, 

25 members, or subscribers; 

26 (e) Investment income on unearned premium reserves and

271 loss reserves; 

28 (f) Past expenses and prospective expenses, both those

29
1 

countrywide �nd those specifically applicable to this state; 

30 and 

31 

CODiaG: Words str¼e�en are deletions; words underlined are additions. 
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(g) All other relevant factors, including judgment

21 factors, within and outside this state. 

3 

·1
5 

6 

7 

8 

9 

10 

11 

12 

13 

1 4 

1 5 

1 6 

17 

1 8 

19 

20 

21 

22 

23 

24 

25 

26 

271
28 

29 

30 

31 

Section 2. This act shall take effect July 1, 1997. 

*****************************************

SENATE SUMMARY 

Provides that the margin for underwriting profit and 
contingencies used to fix workers' compensation insurance 
and employer's liability insurance may not be less than 
2ero. 

2 

CODimc: Words str±c�en are deletions; words µnderlined are additions. 



SPONSOR Senator Holzendorf BILL· SB 840 

Page I 

SENATE STAFF ANALYSIS AND ECONOMIC IMPACT STATEMENT 

(This docwncnt is hued only on the provtS1om contamcd m the lcgti,lat:J.on u of the latest dale listed below) 

Date April 13, 1997 Revised 04/21/97 

Subject Workers' Compensation 

Analyst Staff Director Reference Action 

I. Johnson Deffenbaugh BI Fav/1 amendment 
2. 

3. 

4. 

5. 

I. Summary:

The bill would prescribe a minimum value on the margin (of not less than zero) for the
underwriting profit and contingencies factor to be used in determining workers' compensation
insurance rates. This would prohibit the Department of Insurance from requiring a negative (less
than zero) underwriting profit and contingency factor

This bill substantially amends section 627 072 of the Florida Statutes

II. Present Situation:

Pursuant to s. 627 062, F S , the standard governing the regulation of insurance rates, including
workers' compensation, requires that rates shall not be excessive, inadequate, or unfairly
discriminatory. Workers' compensation insurance is subject to prior approval of rates in Florida
under the provisions of s. 627. IOI, F S. Under the workers' compensation law, the rate filings by
the National Council on Compensation Insurance, a rating organization which makes filings on
behalf of insurers, contains a profit and contingency factor This factor is an estimate of the
anticipated underwntrng profit that the insurer will earn

The profit and contingency factor also applies in the determination of whether a workers'
compensation insurer has earned an excessive profit, as defined in s 627 215, F S Beginning on
July I, 1991, an excessive profit is realized by an insurer or insurer group for all lines combined
for workers' compensation, employer's liability, commercial property, and commercial casualty
insurance, if the (actual) net aggregate underwriting gain is greater than the net aggregate
anticipated underwriting profit for these lines, plus 5 percent of earned premiums for the 3 most
recent calendar years Therefore, if a negative profit and contingency factor is used in the rate
filing (the anticipated factor), as approved by the department, then 11 makes it more likely that an
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excessive profit will be triggered than if a positive underwriting profit factor is used If an 
excessive profit is realized, the insurer must provide refunds or credits upon renewal to affected 
policyholders 

Section 627.072, F.S., authorizes the Department of Insurance to use certain factors in the 
determination and fixing of workers' compensation insurance rates These factors include (I) 
the past loss experience and prospective loss experience within and outside of Florida, (2) the 
conflagration and catastrophe hazard, (3) a reasonable profit margin, ( 4) d1v1dends, savings, or 
unabsorbed premium deposits allowed or returned by insurers to their policyholders, members, or 
subscribers, (5) investment income on unearned premium reserves and loss reserves, (6) past 
expenses and prospective expenses, both those countrywide and those specifically applicable to 
Florida, and (7) all other relevant factors, including judgment factors, within and outside this 
state. 

According to the Department of Insurance, the current workers' compensation rates include a 
profit and contingencies factor of(negative) 4 I percent Workers' compensation insurance 
realizes a significant amount of investment income over the long-term because premiums are 
received immediately, but, any losses are not completely paid for many years due to the long tail 
on workers' compensation claims 

Ill. Effect of Proposed Changes: 

Section 1, Amends s 627 072, F S, relating to factors to be used in the determination of 
workers' compensation rates, to allow a reasonable margin, that may not be less than zero, for 
underwriting profits and contingencies 

Section 2. Provides that the act will take effect July 1, 1997. 

IV. Constitutional Issues:

A. Murnc1pailty/County Mandates Restrictions

None

B. Public Records/Open Meetings Issues:

None

C. Trust Funds Restrictions:

None
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V. Economic Impact and Fiscal Note:

A Tax/Fee Issues:

None. 

B Private Sector Impact. 

BILL SB 840 

Page 3 

The Department of Insurance estimates that the implementation of the bill would result in an 
increase in workers' compensation rates by 5 9 percent 

It would also be less likely that a workers' compensation insurer would trigger an excess 
profit since the approved must may not have a negative profit and contingency factor, as 
explained above 

C. Government Sector Impact·

None

VI. Technical Deficiencies:

None.

VII. Related Issues:

None

VIII. Amendments:

# 1 by Banking and Insurance
Prohibits the use of a negative underwriting profit by requiring the use of a profit and
contingencies factor that is not less than zero in the calculation of workers' compensation excess
profits The amendment deletes the provisions of the bill that would have prohibited the use ofa
negative profit and contingencies factor in determining workers' compensation insurance rates

Clarifies that the application of the excess profit laws to commercial property and casualty
business, which expired January 1, 1997, included commercial umbrella liability insurance, as a
part of casualty commercial insurance. (WITH TITLE AMENDMENT)

Tlus Senate staff analysis does not reflect the intent or official pos11lon of the bill's sponsor or the Flonda Senate 
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With respect to historic property granted ad valorem tax exemption 
by a county or mumc,pahty, removes a requirement that the owner be 
engaged m renovating the property 

Authonzes the Legislature to allow counties or mumc1paltties, by ordi­
nance, to assess his tone properties solely on the bast!'! of character or use 
for ad valorem tax purposes, subJect to ehg1b1hty reqmrements specified 
by general law 

-a companmn measure, was substituted for SJR 844 and read the
second time m full On motion by Senator Gutman, by two-thtrds vote 
HJR 969 was read the third time by title, passed by the required const1-
tut10nal three-fifths vote of the membership and was certified to the 
House The vote on passage was 

Yeas-36 

Bankhead Dantzler Horne 

Bronson D1az-Balart Jenne 

Brown-Waite Dudley Jones 
Burt Dyer Klrkpatr1ck 
Campbell Forman Klem 
Casas Grant Kurth 
Childers Gutman Latvala 
Cowm Hargrett Le, 

Cnst Harns McKay 

Nays-None 
Vote after roll call 

Yea-Madam President, Clary, Sullivan 

Meadov. s 
Myers 
Ostalk.tewicz 
Rossin 
Scott 
Silver 
Thomas 

Turner 
W1lhams 

Consideration of CS !or SB 2086, CS for SB 1760 and CS for CS !or 
SB 1412 was deferred 

On motion by Senator Jones-

CS for CS for SB 546-A bill to be entitled An act relatmg to tax 
credits for chantable contnbut1ons to state contract providers, creating 
s 624 5104 ,  F S ,  pro,.,1dmg a credit agamst the msurance premium tax 
for charitable contr1but1ons to not-for-profit state contract provider orga-
01zat1ons, providing for a reduction m state funding of recipient organ1-
zat10ns, providing for contnbut10ns to be made through an mtermed 1ary 
organizatwn, providmg an effective date 

-was read the second time by title

Pursuant to Rule 4 19, CS for CS for SB 546 was placed on the
calendar of Bi lls on Third Readmg 

THE PRESIDENT PRESIDING 

On motion by Senator Holzendorf­
-

-�R A...tfl..._...\.111 to be entitled An act relating to workers' compemat10n 
an��; l1ab1hty msurance, amending s 627 072, F S , prescr1b­
mi a minimum value that may be placed on margm for profit and 
contmgencies wh!'!n determmmg and fixmg rate!! for such insurance, 
providing an effect1v!'! d ate 

-was read the second time by title

The Comm ittee on Bank.mg and lnsuranc!'! reco mmended the follow­
ing amendment which was moved by Senator Holzendorf 

Amendment 1 (w1tb title amendmenO-On page 1, lme 12 
through page 2, lme 3, delete those Imes ,ind msert 

Section 1 Subsectmn (81 of section 627 2 15 ,  Florida Statutes, 1s 
amended to noa<l 

627 :.HS E>.ee!:>"Lvt> profits for workers' compensation em ployer's l ia­
bd1tv, commerc t:1 . I propertv, J.nd commerc1.1l c,1sualtv ms urance prohib­
ited -

lB) As used m this section with respect to any 3-year penod, or with 
respect to any 10-year penod m the case of commercrnl umbrella hab1hty 
msurance, "ant1c1pated underwntmg profit� means the sum of the dollar 
amounts obtamed by mult1plymg:, for each rate filing of the msurer 
group m effect during such penod , the earned premrnms applicable to 
such rate film� dunng such penod by the percentage factor mcluded m 
such rate filing for profit and contmgenc1es, such percentage factor hav­
ing been determmed v. 1th due recogmtion to mvestment mcome from 
funds generated by Florida busmess, except that the anttcipated under­
writmg profit for tht purposes of this section shall be calculated using a 
profi t and contingencies factor that is not less than zero Separate calcu­
lations need not be made for consecutive rate fihngs con taming the same 
percentage fact-Or for profits and contm�enc1es 

Section 2 Subsect10n t 14) of section 627 215, Flonda Statutes, 1!1 
amended to read 

627 2 15 Excessive profits for workers' compensat10n ,  employer's ha­
b1hty, commerctal property, and commercial casualty msurance prohib­
ited -

( 14) The apphcat1on of th1s law to commercial property and commer­
cial casualty msurance, which mcludts commercial umbrella liability 
1nsuranct, ceases on January 1, 1997 The Department of Insurance 
shall, no larer than October 1, 1995, prov1de a report on this law to the 
President of the S!'!nate and the Speaker of the House of Representa­
tives, which report includes a history of the excess profits law and a year• 
by-year hstmg of e'\.cess profits returned to pohcyholders as refunds or 
credits 

Section 3. This act shall take effect July 1, 1997 
And the title 1s amended as follows 

On page 1, lm!'!s 4 -8 ,  delete those Imes and insert 627 215, F S ,
prescribing a mm1mum value for profit and contingencies factor for the 
purpose of calculatmg the anticipated underv. ritmg profit, providing 
clanficat1on on the application of excess profits, provid ing an effect1,., e 
d ate 

Senator Holundorf moved the following amendment to Amendment 
1 which was adopted 

Amendment IA (with title amendment l-On p,;1ge 2, delete hn!'! 23 
and msert 

Section 3 Ri ,lt ba.,ed cap ital requ1remenh for 1n:,urers -

( 1 1  As used in thi s  ,ectwn, the term

ra) "Adjusted n,lt based capital report" mean, a risk ba"-td capital 
report that has been ad;u.,ted by the dl!partment tn accorda nct with this 
section 

(b) "Authortud contml levtl risk basl!d capital " means tht number
determined under the n,h based capital formula 1n the nsh based caprtal
1nstruct10ns 

(c) "Company action feud rtslt basl!d capital .. mean<; thl! product of2 0 
and an msurtr's authoriztd control leuel risk bastd capital 

(dJ "Correctwt ordtr" means an ordu issutd by the departmtnt speci-
fying corrtctwe action:, that the dtpartment has dttermined arl! rtquirtd 

(t) "Department" means the Dtpartmtnt of [n.,urance

(f) "Domestic tn:,urer� mtan., any tnmrtr domiciled tn this state

rg! "Foreign insurer� means any msurtr that is authorized or e/Lg1blt 
to do busmtss in th i '>  '>latt but that is not domicdtd tn this statt 

(hi "Lift and htalth insurer" mtans any m,urer authoriztd or tl1g1blt 
undtr the Florida ln�urance Codi! tu underwrltl! lift or health insurance 
The term 1 nclude<r a pmperty and casualty Ln<;urer that writes acctdent 
and health in-;uranrt onl_y 

( i )  ".\landatory control level n�k ha,\ed capital" means thl! product uf 
0 70 and tht rw thonzed control level n,k hmed rnpi tai 

'J I ',\ll'�aflL't! /rend" rmcari , ,  with re,pn t to a lifP and health m::.url!r, 
,1 nl'l.[atn l' trend n('•'r r, p<. ri"rl uf ttmt! a, det,rmined 1n accordante with 
the tn n,t / P'>t , a /, 11 l flt 1on ind uded ui the ri ,Jir. hu,ed rap1tal instrw.twn!>

i i  
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(/r I "Prnperh' and ca,ualtv tn<:urer" mean, an'\- tn �urcr l1cen ,,-d under 
the Florida Insurance Cnde, hut d11e, not wclude a <angle-line mortga�t' 
guarantv rn •wr-cr, financial guaranty msuru, nr title 1 n <1ur('r nr a life and 
health m,urer 

(l) "Re,:ulator-y actwn level n<;Jr ba�ed capita l "  mean., tM product of 
I 5 and an imura',;; authortud control level nslr. hosed capital 

(mJ "Reuised nslr. baud capttal plan"  means the reut\Wn of the nslr. 
ba�d capital plan which is prepared by an insurer af�r the departnunt 
re;ects the original plan 

(n ) .,Rtsh bast'd capttal tnstructwm. '" means tht' ins;tructwns for pre­
paring a risk based capital report as adopted by the Natwnal .Associatwn 
of Insuranct Commi.sswntrs 

(o) "Rish based capttal let•el" means an insurer's company action lev,d 
nsle based capLtal, regulatory action level risk based capital, authonu.d 
control let•el nsle based capttal, or mandatory control level n�Jr. based 
capital 

(p) uRtsle based capital plan" means a comp�henswe financial plan
spectfitd tn paragraph (4)(b) 

(q) "Rish ba<;td capttal report" means the report required rn subsec• 
tron (2) 

(r) "Total adjusted capital" means the <;um of 

1 An insurer's statutory capital and surplus, and 

2 Any other item rtquirtd by the nslr. based capital mstructwns 

(2)(a) Each domestic insurer that i• subJect to this sectwn ,;;hall, on 
or before March I of each year, prepare and file with tht Natwnal Associ­
ation of Insurance Commt•sioners a report of its risk. based capital levels 
as of tht end of the calendar year jUSt endtd, in a form and containing 
the mformation required tn the nsk based capital instru ctions In addi­
tion, each domestic ,n<;urer shall file a printed copy of its ri<;/t bat.ed 
caplial report 

1 With the department on or before March 1 of each year. 

2 With the insurance department in any other state tn which the 
insurer 1s authorized to do business, if that department has notified the 
msurtr of its rtquest in writing, in which case the msurtr shall file its 
nsle based capital report not later than the later of 

a Fiftten days after the rect1pt of not1ct to file its nslt based capital 
report with that state, or 

b March I 

(b) The comparison of an insurer's total adjusted capital to any of its
nslr bastd capital levels LS a regulatory• tool that may 1nd1Cate the need 
for possible correctwe action with respect to the tnsurer, and may not he 
used as a means to rank insurers generally Therefore, except as otherwise 
required under this •ectton, the maltmg, publtshmg, disseminating, ctr­
cu latmg, or placing before the public, or causing, directly or indirectly, 
to bt made, published, disseminated, c1rcu.lattd, or plactd before the 
public, in a new•paper, magaztM, or other publication, or in tht form of 
a notice, circular, pamphlet, letter, or poster, or over any radw or televi­
sion station, or m any other way, an advertisement, announcement, or 
statement containing an assertion, representatwn, or statement with re• 
gard to the risk based capital levtls of any msurtr, or of any component 
denved in tht calculation, by any insurer, agent, brolter, or other person 
engaged m any manner tn the insurance business would be misleading 
and ts therefort prohibttM, however, if any materially false statement 
with respect to the comparison regarding an insurer's total adjusted 
capital to its nslt bcued capital levels (or any of tlum) or an mappropnate 
comparison of any other amount to the insurer's rislr. based capital levds 
is published m any written publtcatton and the tn5urer ts able to demon­
strate to the commissioner with 5ubstant,al proof the falsity or mappro­
pnateMss of the 5tatement, the insurer may pub/L<;h m a  written publica­
tion an announcement the sole purpose of which i5 to rebut the materially 
false 5tatement 

(cJ The department shall use tht nslr based capital rnstructiorn., nslt: 
based capital reportc;, adjusted nslr. bast!d capital reports, ri,;;Jr. ba.,ed 

capital plan., , and rP1 11 ,cd n ,k ha,cd rap1tal plan, \olef1, (o� monttonn/.! 
the ,;;olvl"n rv 0( 111 ,urer, and a\\('<;\11!{.! the nf'cd for correctwe actwn with 
re\pt!cl to rn,urer\ Thi' department may not u<.1' that informatwn fi,r 
ratemalr.tnf.!, a, t't'1dence in any rate proceedtnR, or for calcu lattn,[.! or 
derwtnR any elc•menl\ of an appropriate pre mt um let•el or rate of return 
for an.\ line nf in <.urancc which an ln<.urtr or an affiliate of �uch rnsur('r 
,., authorized to write 

(di A life and heal lh rnsurer'1, n<.Jr. bas,ed capi tal , ., determined in 

ac:cordaru-t with the formula .. et forth m the rt<.lr ba.c;ed capital instruc­
twns The formu la tahe� into account and may ad;ust for the covariance 
between 

1 Th<' nslr. with re<;pect to the m,;;ur<'r's asset,;;, 

2 The n<;k of adverse insurance exptn<'nce wrth respect to the insur­
er's liabilities and obligattons, 

3 The intert'st rate nsJr. with re'>pect to the insurer's hustnt'1>s, and 

4 Any other business or other relevant nslr set out m the ri <.le based 
capital instruct ions, 

determined tn each ca,.,t by applying the factors rn the manner set forth 
in tht rt<;h based capital uutructwns. 

(e! A property and casualty insurer's rtslr. based capital ts determintd 
rn accordance with the formula set forth in  the rt1>lr based capital tnstruc­
twns The formula takes into account and may adJust for the covartance 
betwun 

The asc;et rtslt, 
2 The credit risk, 
3 The underwriting rish, and 
4 Any other business or other relevant rtslr set out in the nslr based 

capital tn,;;tructwns, 

determined in ('rlCh ca<.e by applying the factors tn the manner set forth 
m the rish based capttal mstructiont. 

(f) Tht Ugislature finds that an excess of capital over the amount
produced by the nslr. based capital. requirements and the formulas, sched­
ules, and instructions specified m this sectwn ts a desirable goal with 
respect to the bus mess of insurance A.ccordmgly, insurers should suit to 
maintain capital abo11e the rtslr. based capital lt'vels required by this 
sectton .Additwnal capital 1s used and useful m the 1n1>uranct busme,;;s 
and helps to secure an insurer against t•ariou<; nslt:s inherent m, or 
affecting, the bustMSS of m,;;uranct and not accounted for or only par­
tially measured by the rislr. based capital requirements contamtd m th1$ 
section 

(g) If a domestic insurer files a rislr. based capital report that the
department finds ts inaccurate, the department shall ad;ust the nsle 
based capital report to correct the inaccuracy and shall notify the insurer 
of the adjustment The notice must state the rtason for the adjustment 
A nslr. based capital report that is '>O adjusted ts referred to as the ad• 
jUsted rislr. based capital report The adjusttd nslr. based capital rt!port 
must al,;;o be filed by the insurer with the Natwnal .Association of Insur­
ance Commissioners 

(3)(a) A company action leoel event tnclude$ 

1 The filing of a nslr. based capital rt port by an insurer which indi­
cates that 

a The insurer's total adjusted capital 1s greater than or equal to its 
regulatory action levt!l rislt based capital but les• than Its company actwn 
level rislr. based capital, or 

b If a life and health in.surer, the insurer has total adjusted capital 
that ts greater than or equal to its company action level nslr. based capital, 
hut is less than the product of ti.<; authortztd cnntrol level risk ba.<.td 
capital and 2 5, and has a negative trend, 

2 The not1ficatwn by tht department to the insurer of an ad;usted 
nslr. ba.,;;ed capital report that md1cates an et•ent rn 1,ubparagraph I , 
unless the insurer challenges the ad.Justed rislr ba<;ed capital report under 
1,ubsectum (7J, or 



May 1, 1997 JOURNAL OF THE SENATE 1224 

3 If, undtr sub�ctwn (7), an insurt!r challmgts an ad;usttd rtslt. 
bastd capital rt!port that 1nd1.eatts an evtnt in subparagraph 1 . tht 
not1ficatton by tht department to the m<;urtr that tM department has, 
aft.u a Maring, n;tcttd the insunr's challenge 

(b) If a company action level event occurs, tM irn.uru shall prepare 
and submtt to tht department a rt d: based capital plan, u:htch must 

I ldtntlfy the conditions that contribute to tht company action level 
event, 

2 Contmn proposals of correctwt actions that the insurer intends to 
take and that art reasonably tx�cttd to result in tht tltmmatwn of tht 
company action level euent, 

3 Proutdt pro;ectums of tM m.$UN!r's financial rt<Jults in the current 
year and at least the 4 succeeding yt-ars, both tn the abstnct: of propo'itd 
corrtctwt actions and gwing tf{tct to tht prnpostd corrtctwt actions, 
including proJtctwns of statutory o�rating incomt, nt.t income, capital, 
and $Urplus TM proJtctwns for both ntw and rtntwal busintss may 
includt stparatt proJtctwns for tach ma1or lint of busintss and, if stpa• 
ratt proJtctwns art prou1dtd, must stparattly ultnttfy tach significant 
incomt, txptnst, and btntfit compontnt. 

4 ldtnt,fy tM key as,;umptwns afftctmg tht msurtr's proJtctwns and 
the $tnsitwity of the pro;tctwns to tht assumptions, and 

5 ldtnt1fy tht quallly of, and probltms associattd with, tht in.surtr's 
busmtss, including, but not ltmittd to, its OS\tts, anticipated busintS$ 
growth and associattd surplus strain, txtraordmary txpo$urt to nsk, mu: 
of busmtss. and any ust of remsuranct 

(c) Tht nsJe bastd capital plan must be submitttd

1 Within 45 days afttr tht company actwn ltutl tutnt, or 

2 If tht msurtr challtngts an ad;usttd risk bastd capital rtport 
undtr substctwn (7), within 45 days afttr notification to tht msurtr that 
tht dtpartment has, after a htanng, rt;tcted tht insurtr's challtngt 

(d) Within 60 day$ afttr tht ,;ubmisswn by an msurtr of a nsJe bastd
capttal plan to tht dtpartmtnt, the departmtnt shall notify tht msurtr 
whtthtr tht nsJe ba,;td capital plan must bt 1mpltmenttd or is, in the 
;udgmtnl of tht dtpartment, unsatisfactory If tht dtpartmtnt deter­
mints that tht nsk bastd capital plan t\ unsatisfactory, tht notification 
to tht msurtr mu.\t set forth tht reasons for tht dttermtnatwn and may 
stt forth propostd rtutswns Upon notification from the dtpartmtnt, th� 
insurtr shall prtpart a rtutsed n 'ilt bastd capital plan, whtch may mcor­
poratt by rtf�rtnct any rtutswns propostd by tht <Upartment, and shall 
$Ubm!l tht rtuised nsk bastd capital plan to the dtpartment 

1. Within 45 days afttr tht notificatwn from tht dtpartment, or

2 If tht msurtr challtngts tht notificatwn from the dtpartmtnt 
undtr substctwn (7), wllhtn 45 days afttr a nutificatwn to tht insurtr 
that the dtpartmtnt has, afttr a hearing, rt;tcttd tht insurer's challengt 

(t) If tht chpartmtnl nottfit� an insurer that tht m<;urer's nsJe bastd 
capital plan or rtutstd nsk bastd capital plan ts unsatisfactory, tht 
dtpartmtnl may, at tts dtscrttwn and subJtct to tht tnsurtr'::. nght to a 
htarmg undtr substctton (7), sptctfy m tht notificatwn that tht notifi.ca­
twn ts a rtgulatory actton ltutl tutnt 

(/) Each domtst,c msurtr that fr.it.\ a risk bastd capital plan or a 
rtUl,$td nsh bastd capital plan with tht dtpartment shall filt a copy of 
tht risk bastd capital plan or the rtuistd nsh ba,;td capital plan with tht 
insuranct dtpartmtnt in any othtr statt in which the insurer ts author­
iztd to do bustnts<i tf 

1 That <;tatt has a n\h based capital law that is sub<;tantwlly stmtlar 
to paragraph (B)(a), and 

2 The insurance depurtmtnt of that ::.tatt has not1fitd tht m::.urtr of 
its requtsl for tht film)! m u,rt tmg, tn whu:h cast the m,;urtr 'lhall {ilt a 
copy of tht risk ha.\ed capital plun or tht rtu1 ,ed n,k ha::.td capital plan 
tn that slatt no lattr than the later nf 

b The datt on which tht nsk bastd capttal plan or tht rtu1sed rish 
bastd capital plan t'i filed undtr paragraph (c) or paragraph (d) 

(4 )(a) A rtgulatory actwn ltutl eutnt mclude::. 

1 Tht filing of a nslt. ba�td capital rtpnrt by tht tnsurtr wh ich mdt­
catts that tht insuru',; total ad;usttd capital is grtaltr than or tqual to 
its authoriud control ltutl n�lt bastd capital but is ltss than if,; rtgula­
tory actwn ltt•d risk bastd capital, 

2 Tht notificatwn by tht dtpartmtnl to tht msurtr of an ad;usted 
nslt ba,;td capital rtport that mdzcatts the tutnt dtscribtd in ,;ubpara­
graph I ,  unit�� tht insurtr challtngts tht ad.Ju<ittd r1slt bastd capital 
rtport under sub,;tctwn (7), 

3 If, undtr substctwn (7), tht msurtr challtngts an ad1usttd risk 
hastd capital rtport that mdtcates tht tvtnt dtscnbtd m subparagraph 
1 , the nottficatwn by tht departmtnt to tht msurtr that tht dtpartmtnt 
has, afttr a hwrmg, rtJecttd the insurtr's challengt, 

4 Tht failure of tht msurtr to {ilt a rt\k bastd capital rtport by tht 
filing datt, unltss the 1nsurtr prot· tdts an explanatwn for such failurt 
whtch ts satisfactory to tht deportmtnt and curt� tht failurt wtthtn 10 
days afttr tht filing datt, 

5 Tht failure of tht msurtr to submit a risk bastd capital plan to tht 
dtpartmtnt within tht ttmt ptnod stt forth in paragraph (3)(c ), 

6 Not1ficatton by tht dtpartmmt to tht insurer that 

a Tht nsh bastd capital plan or tht rtt ised nsk bastd capital plan 
subm1tttd by tht msurtr ts, in tht1udgment of the dtpartmtnt, unsatis­
factory, and 

b Tht$ nottficatwn constl tutts a rtgulatory action ltutl tutnt with 
rtsptct to tht insurer, unlts'i tht tnsurtr challtnges the dtterminatwn 
undtr substctwn (7), 

7 If. undtr substclwn (7), the insurtr challtngts a dtttrminatwn by 
the departmtnt undtr subparagraph 6 ,  tht not1ficat10n by tht depart­
mtnt to tht rn 'iurtr that tht department has, after a htarmg, reJtcted the 
challtngt, 

8 Nottficatwn by tht department to the insurer that the insurer has 
failed to adhere to ll� nsk ba�td capital  plan or revt'itd n::.k ba�td capital 
plan, but only if thi::. fatlurt has a substantial adutr'>e effect on tht ability 
of tht msurtr to tl1mmate the company actwn ltutl tVtnt tn accordanct 
with Ll\ nsJe based capital plan or rtvised risk ba\td capttal plan and tht 
deparlmtnt has so stati:d in tht not1ficatwn, unle::.s tht tn �urtr challengts 
tht dttt>rmtnatwn under su bsectwn (7), or 

9 If. undtr su. bstctwn (7), tht msurtr challtngts a <Uttrmmatwn by 
tht departmtnt undtr subparagraph 8 ,  tht not1ficatton by the dtpart­
ment to the msurer that tht dtpartmtnt has, afttr a htanng, rtJtcttd tht 
challtngt 

(bJ If a rtgulatory action leutl tvtnt occurs, the dtpartmtnt ,;hall 

I Rtqutre tht 1nsurtr to prepart and ::.ubmtt a risk bastd capital plan 
or, 1f applicable, a rtutsed nsk ba<itd capttal plan, 

2 Ptr{orm an txammatwn pur,;uant to stctwn 624 J 16, Florida Stat• 
utes, or an analysis, as the dtpartmtnt constdtrs nectssary, of tht asstts, 
liabtltttts, and optratwns of tht insurtr, mcludmg a rtu�w of tht nsJe 
bastd capital plan nr tht rtvtstd rrsk bastd capital plan, and 

3 Afttr tht txomtnatwn or analysts, 1,;sut a corrtctwt ordtr sptctfy• 
mg suth correctwt action,; as tht dtpartmtnt dtttrmtnts art rtqUtrtd 

(cl In dttermtmng correctwt actions, tht dtpartment shaU constdtr 
any factor rtlt>uant to tht m�urer ba::.ed upon tht dtpartmtnt's txamina­
tum or analy" � of tht a'ibtts, ltahtlittt�. and operations of thr msuru, 
tnclridmg, fmt nnt ltm1ttd to, the result,; of an_v 'itnsitwrty ttst\ un­
dertakrn a.\ promdcd in !ht n,k hastd capttal mstructwns Tht ri,;h 
ha,ed capital plan or tht rrl'l'ied rt ,Jc hmt>d capital plan mu,;;t ht ,;ubmit­
ted 

a F,ftet>n day,;; afttr the rec1-'1pt of rwllct to file a ,  op_v <ii it, r1,;k hastd 1 Within 16 dav, after tht '"- ' urrence 1 1{ lhl' re[fu latorv rzctwn leutl 
capttal plan or rt>v1,l'd r"k ha,('(i Laptl(ll plan with the �late, or l' l'l'n l  
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2 If tht insurtr challtnpt\ an ad1u.<iltd n<ik ba.�td captlal report 
undu <1ubstctwn (7), within 45 days a(ttr tht not1f1catwn to thi rn <;uru 
that tht dtpartment has, after a htarm�. re;ecttd the rnsuru s challenRt, 
o, 

3 If tM rnsurt:r challtn{!l!I> a rtutstd risk ba:,ed capital plan under 
sub�ct1on (7), within 45 day:, afttr the notification tc, the insurtr that the 
department has, afttr a hearing, rt;ected the insurtr'., challtn{!t 

(d) TM departnunt may retain actuaries, tntJt<;lmtnt experts, and
othu consultants to rttntw an insurer's risk bastd capital plan or revised 
risk based capital plan, aamrne or analyu the ru:.tts, ltabd1ties, and 
operations of an insurer, and formulate the corrtctwe ordu with respect 
to the ,nsuru The fees, costs, and e::cpenses relating to consultants must 
bt bornt by tht afftcttd tnsurtr or by any othtr party as dirtcttd by tht 
dtpartment 

(5)(aJ An authoriud control ltvel event includes 

1 Tht filing of a rislt bastd capital report by the insurer u•h1ch ind1-
catts that tht insurer's total adJusttd capital LS grtater than or equal to 
its mandator)' control level nslt based capLtal but ts less than as author• 
ued control level nsh based capttal, 

2 The notification by tht! departmmt to thl! msurtr of an adjusted 
nslt ha.std capital rt!port that indicates the eutnt in subparagraph 1 ,
unless the insurtr challenges tht adjusted risk based capttal rtport under 
subuctwn (7), 

3 If, under subsection (71, the insurer challtngcs an adjusted risk 
bast!d capital re.port that indicates the n ent in subparagraph I ,  not ifica 
twn by tht department to tM insurer that the department has, after a 
htaring, rtjtcted the insurer's challtngf:', 

4 The failure of the insurer to respond, tn a manner satisfactory to 
th,: department, to a correctne order, unless the 1n<;urer challenges tM 
correctwe order under substctwn 1 7), or 

5 If the insurer challtnges a r:orrectwe order under subsectwn (7) and 
tht department has, after a htarmg, rejected the challenge or modified 
the corrtct1L•e order, the fatlu.r,: of the insurer to respond, In a manner 
satisfactof') to the departmtnt, to tht correctwt order after rejectwn or 
mod.1ficatwn b)' tht departmtnt 

(b) If an authorized control leucl eucnt occurs, the department shall

Taitt any actwn required under <;ubsectton (4) regarding tht in­
surer with respect to which a regulatory actwn ltvtl event has occurred, 
o, 

2 If the department considers 1t to be in tht best rntert1>ts of the 
policyholders and creditors of tht insurer a nd of the pu bltc, tahe any 
action as ntcessary to cause the insurer to be plact!d under regulatory 
control under chapter 631, Florida Statutl!s A.n a rlthorized control level 
event is sufficient ground for tht department to be appointtd as recewer 
as provided in chapter 631, Florida Statutes 

(6)(a) A mandatory control ltuel tvtnt includts 

1 Tht filing of a risle bastd capital rtport that indicates that the 
insurer's total adjusttd capital is less than its mandatory control ltutl 
rLSlr based capttal, 

2 Notifuatwn by the department to the insurer of an adjusted rislt 
based capital report that indicates tht eutnt in subparagraph 1 , unless 
the insurer challengts the adjusted rislt based capita l  report under sub­
$tctwn (7), or 

3 If, undtr sub$ectton (7), tM insurer challenges an adjusted rislt 
based capital report that indicates tht event m subparagraph I , nott{ica­
twn by the departm�nt to tht insurer that tht dtpartment has, after a 
hearing, rejtcltd the insurer's challtnge 

(b) If a manda.tor')' control level event occurs 

With resptct to a life and health insurer, the departmtnt shall, 
a�tr due consideratwn of s 624 408, Florida. Statutes, talte any action 
nects<,ary to plact the insurer under ref.{ulatory control, including any 
remedv available under chapter 631, Florida Statutes A mandatory 
control level event ts sufficient ground for the department to b< appointed 

a� recewer O\ provided i n  chapter 631 ,  Florida Statute'> The department 
mav foreJ.:O ta/t in� actw,i for up iu 90 days after the mandato/')' control 
ltvel tvtnt 1( the department find� there ts a rca �onable expectatwn that 
the mandatory control {er>cl e.uent ma)' be el1m111ated withtn the 90-da.v 
pt!rlod 

2 With re�pect to a propert_v and casualty m�u. rer, the department 
"hall, after due constderatton of s 624 408, Flvrtda Statutes, take any 
actwn ntce<,<;al')- to place the insurer under regulatory control, mcludmg 
any remedy aumlable under chapter 631, Florida Statutes, or, rn the ca,e. 
of an tnsurer that ts not writmg neu· business, may allow the insurer to 
contmue to operate undtr the supen,1ston of tht dtpartmtnt In either 
cast, tM mandatory control level et•ent is sufficient ground for the depart­
ment to bt appointed as recewer as prouided tn chapter 631, Florida 
Statu�s The department may forego taJung actwn for up to 90 days after 
tht mandatOr')' control level tt•ent if the department finds there ts a re.a• 
sonablt expectatwn that tht mandatory control leutl eutnt will bt elimi­
nated within the 90-day ptrtod 

(7)(a) .An insurer ha<; a right to a heartng befort the department upon 

Not1fzcatwn to an insurer by the department of an adjusttd rislr 
based capital report, 

2 Nottficat1on to an insurtr by tht department that tht insurer's rt�lt 
based capital plan or ret•1sed nslr based capital plan ts unsattsfactory, 
and that the notificatwn constitutes a rtgulatory action leuel event with 
rt'>ptct to such insurer, 

3 Not1ficatwn to any insurer by the department that tht insurer has 
fa iled to adhere to its rislt based capital plan or rcr,ised nslt based capital 
plan and that the fail ure has a sub stantwl adi'erse e.fftct on lht ability 
of the insurer to elimrnate the company act10n level tt•ent in accordance 
with its risk based capital plan or its revised n!>k based capi tal plan, or 

4 }.'ot1ficatrnn to an insurer by the department of a corrtctwt order 
with re!>pect to the i nsurer 

(bJ At such hearing the insurer may challenge any determmatwn or 
act ton by the departm�nt The msurtr shall notify the dtpartment of its 
request for a hearing w1thzn 5 days after receipt of the notLficatwn by the 
departmtn t under thts subsectwn Upon rtceipt of tht requtst for a hear­
ing, tht department shall stt a date for tM hearing, which datt must be 
no fewer than JO nor more than 30 days after t he datt the department 
rtctwes the insurer's request The hearing mu.st be conducted as provided 
in sectwn 624 324, Florida Statutes, with the right to appellate rti•1cw 
under sectwn 120 68, Florida Statu tes 

(8)(a) Any fortign in �urer shall, upon the written request of tht de­
partment, _,ubmit to the department a risk ba'>ed capital report, as of the 
end of tht calendar year Just tnded, no later than the later of 

1 The date a rislr bastd capital report 1s required to be filed by a 
domestic insurer under this sectwn, or 

2 Fifteen days after the request IS recen•ed by the foreign msu.rtr 

(b) Any foreign insurtr shall, upon the written nquest oftht dtpart­
ment, promptly submit to the departmtnt a copy of any nslr based capital 
plan that 1� filed u:1th the insurance d�partment of anotMr state 

le) The dtpartmtnt  may reqwre a foreign insurer to file a rtslr based 
capital plan if 

1 A company actwn ltvtl e1 1ent, regulatO')' act.on levtl event, or 
authorized control ltve.l tvtnt occurs with respect to a ny foreign insurer 
as dtttrmtntd under the rtsle based capital law of the stait of domicile of 
the insurer, or, 1( thtrt is no risk based capital law in that state, under 
this sectwn 

2 The insurance department of the state of domic1ll! of tht foreign 
insurer fails to rtqwre the fort1gn insurer to filt a risk ba.�td capital plan 
tn the manner sptc1fied under the risk based capital law of that state, or, 
if there ts no  nslr based capital law in that <;tatt, under subsection (3) 

The failure. of the foreign insurer tu file a n�lt based capital plan u•lth the 
department when required under th[s para�raph [S a ground for the 
department to take any actwn under sectwn 624 418, Florida Statutes, 
u•h1ch It determine'> t� ntcessa')' 
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(d) If a mandatory control ltutl event occurs with res�ct to any for­
eign U1-$Urtr and a domtctliary recewer has not betn appointed with 
ns�ct to tht fortign msunr unrhr the rehabU.itat1on and l1qu1datmn 
law of tM state of domictlt of tlu! fon1gn tnsuru, tlu! ckpartm,mt may 
apply to the Circuit Court of Uon County and such tut:n.t constitutes 
ground.$ for tlu! department to � appotn�d as rtctwtr as prouu:kd tn 
chapter 631, Florida Statutes, wtth nspect to tM liquidation of property 
of foreign msuru:s found tn this state. The occurr,mce of a mandatory 
control level event 1s a ground for such application 

(9) There shall bt no lmbiltty on th!!. part of. and no cause of action
shall arise against, the commissioner, the department, or its emplaytts 
or agents for any action taken by them tn the performance of their powers 
and dutus undtr this sectwn 

(10) The departrmnt shall transmit any not1ce that may result m 
regulatory action by registered mail, certified mm{, or any other method 
of transmisswn Notice is effectwe when the msuru recewes 1t 

(1 1) For the purpo�s of the rtslt based capttal reports required to be 
filed by life and health msurers with respect to the[r 1997 annual state­
ment data and the rtslt ba<.ed capital reports reqmred to be filed by 
property and camalty insurers with re<;pect to therr 1997 annual state• 
ment data, the following requirements apply m !Leu of the provisions of 
subsecttons (3), (4), (5), and (6) 

(a) If a company actwn level event occu rs with respect to a dormstic
insurer, the department may not talee any regulatory action 

(bJ If a regulatory actwn level event occurs under subparagraph 1 , 
subparagraph 2 .  or subparagraph 3 of paragraph (4)(aJ, the department 
shall take the actions required under subsectton (3) 

(c) If a regulatory action level event occurs under subparagraph 4 ,
subparagraph 5 ,  subparagraph 6 ,  subpara�raph 7 .• subparagraph 8 ,  
or subparagraph 9 of paragraph (4)(a), or an authorized control level 
event occurs. the rkpartment shall take the acttons requ[red under sub­
sectwn (4) 

(d) If a mandatory control level el'ent occurs with respect to an tn·
surer, the department shall take the acttons required under :,ubsection 
(5) 

(12) This sectwn LS rnpplemental to the other laws of thi\ ,tate and
does not preclude or limit any power ur duty of the department under 
those laws or under the rule., adopted under those law,� 

(13/ This sectwn does not apply tn a domestic prnperty and ca<;ualty 
msurer that ml!'t!l'> all of the following conditwns. 

(a) Writes direct bu<,me,;;,; only in thi ,; state,

(b) Writes direct annual premmms of $2 million or less, and

(c) Assumes no reinsurance tn exces<; of 5 percent of di rect premiums
written. 

(14) The depart�nt may adopt rules to administer this sectwn, in­

cluding, but not limited to, tho'>e regardmg risk ba<;ed capital report<., 
ad;u,;ted rislt based capital reports, rtslt based capital plans, correctwe 
orde,-., and procedures to be followed m the euent of a triggering of a 
company action leuel event, a regulatory action leuel eul!nt, an authonud 
control leuel event, or a mandatory control level euent 

Section 4 A<.<.ets of insurers, reporting requirements. -

( 1) .As used m this sectwn. the term

fa) "'Material acqutsitwn of assets "' or Mmatl!nal d1<.po,;1twn of as<.ets"
means one or more tron.�actwns occurring durinJ? any 30-day peruxl 
which are nonrecurring and not m the ,>rdinary coune of hu<.mes,; and 
inuolue more than 5 percent of the reporting tn,un,r's total adm1ttl!d 
as<.l!t � as reported in its mo<.t r!'!cent <;tatutory· , tatt"ment filed with the 
1murance departmt!nt of the in<.urt!r\ ,tatt! of domH tlt! 

(h) QMall!rwl nrmrene1.1.,al, (anccllatw11, 11r rer , i,wn nf a ceded rPcn,ur•
,uice n./.[rl!'ement"  1, one tJwt riff,·ct, 

l\'1 th r!',pe1 l In prop1• rt,, 1rn,l , a,r,altv h11 ' 1 11, ,,, 1 ri r  l11drn1; m r11J,,nt 
rirHi h1 • r rlth h11 .,, m•,, //•T/t/1'11 /,y " pr"p1 rtv r11uf , u,wiltv 1n,1ir, r 

a Mort than 50 pn-cent of the insurer's total ceded written premw.m, 
o, 

b .\fort than 50 pl!rcent of tht! msurer's total cerhd indemnity and 
loss-adjustment rest!rVt!'> 

2 Wtth respect to life, annutty, and acctdl!'nt and lualth bu,;me<.s, 
more than 50 percent of the total resuve credtt taken for business ceded, 
on an annualized basts, a<; indicated in the rnsurer's most recent annual 
statermnt 

3 With respect to property and casualty business or ltfe, annuity, and 
accirknt and health bu<.tness, a material reuiswn mcludt!s 

a The replacement of an authorized remsurer reprt.senting more 
than 10 percent of a total cesswn by one or more unauthonud remsurers, 
o, 

b The rtduction or wawer, with respt!ct to one or more unauthorized 
msurt!r<J, of prevwu<.[y established collateral requirement<. representmg 
more than 10 percent vf a total ces<;ion 

(2! Each domestic rn <;uru shall file a rt.port wzth the Department of 
Insurance disclosing a maturnl acquisition of a<.,;ets, a ma tu.al di sposi­
twn of as\l!'t<;, or a maturnl nonreneu•al, cancellatwn, or reuision of a 
cl!'ded rern"lurance agrument, unle,., the material acquisttwn or d1spo,;1-
twn of as<;tls or the material nonreneu·al, canct!llatwn, or reL'tswn of a 
ceded ninsurance agruml!'nt has bet.n submitted to the department for 
re/Jtl!'U', approual, or mformatwnal purposes undu another �ection of the 
Florida lnrnrance Code ora rule adopted thertunder A copy of the report 
and each exhtbtt or other attachmertt must be filed by the insurer with the 
National Associatwn of Insurance Commissioners The report requirl!d 
in this stctwn ts due wlthtn 15 days after tht! end of the calendar month 
m which the transactwn occurs 

(3) An immaterial acquisition or dispostlion of assets need not he 
reported under this sectwn 

(.J}(aJ Acqutsiltons of ass:t!ls which are su.brct to this <.ettwn include 
each purchase, lease, er:change, merger, conwilidatwn, succession, or 
other acquiqtwn of as:wts As:,et acquisltwn � for the con�tructwn or dt.� 
t•clopment of real property by or for the reporllni.; insurer and thl!' acqu1, 1 -
tum of con<.tructwn material'> for thi.s purpn,e are not '>ub;cct to thi ,  
<;ectwn 

(b! Di ,pontwn� of a\�/!'t<; which are mbJt"< t to thi, �Pctwn include 
each sale, lea,;/!!, er:chanRe, merga, con�o/1datwn, mortgaKe, hypotheca­
twn, a ssignment for the benefit of a creditor or otherwise, abandonment, 
destruction, nr other dt\posllwn of as.st.ts 

(Sl(a) The folluwtnjf 1nformat1rm mw,t be dt\clo,ed in any report of a 

material acqu. 1� i twn or dispn�ttwn of a,sets 

The date of the transactwn, 
2 Thi! manner of acqu1<;1twn or d1<,posltwn, 
3 The de.,criptwn of the asst!t, 1n1•olued, 
4 The nature and amount of thl!' con ,1deratwn gwen or reawed, 
5 The purpose of, or reason fur, the transactwn, 
6 The manner by which the amount of consideration was dt!ter­

mtned, 
7 Thi! gmn or {o<;, recognized or rwhud a� a result of the transac• 

twn, and 
8 Thi! name of the per<,on from whom the assets were aLqutred or to 

whom they were d1spo<.ed 

(b) Insurer<. must  report material acqu1<;ilrnn,  or d1�pn�1ttons on a
nonconsoltdated ba�ts unle�s the m,urer ts part of a con ,;oltdated group 
nf in<.urer.. which r.i,,e\ a pooltn!-[ arrangement or a 100-p,rcent retn'iur­
(!nce agret.ment that affect<. tht! \(Jlvl'ncy and intef?rtly of the m,url!r', 
rP,en'I!'" and thl! in\urer has cedt"d rnh'ltantiallv all of it<. dirl!'ct and 
n 'i,umed h11 \/ne,;� tn tht! pool An l f! \u.rer n deemt!d to hau,: ceded <.ub­
,tantiallv all tJf it, dirl'r t and a<;<.tunnl hu\inl',\  to a pool if the tn\urer 
ha, le" than '$1 rrullwri 1n totnl d1n•rt ,rnd ll' �ltmed written premtum\ 
dr,rr ni.: u ,  afrndar )'f'ur which nn· m,t ,11h1e, t '" n po1J//f11.f nrranjfl'm,nt 
11 11d 1/ th1, n, I 1 nc,),n,, of th ,, h1i , 1 1w, ,  1l' /; 1 1  h 1, n ot , 11hwr I In the pool1ni.r 
11 rnit1t.:<'ll!<"! f n•pr-, , , ·n t ,  !,, ,, tt>un 'i rw r-r , n l  "/ 1h11 1 11 ,1irvr , , amtal ,uui. 
, • irpll/', 
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(6) Tht nonrt!ntwal, canceliatwn, or rcvt�wn of a ci•dt'd rr_in �urann•
agntmtnl n ,�ed not he repnrtr-d 1( the renewal or tlw revt<;um /<; not 
mattr1al or 1[ 

(a) Wtth rt<;�ct to propert, and ca<.ualty buMncss, inclu.dtnK acndtnt
and lu!alth bu<itntS'i wntttn h, a proptrl_.., and casualt'r in ,uru, the 
m�unr's total ctdtd written prtmwm reprtsent<;, on an annualized bmm, 
less than JO puctnt of lts total wrllttn premium for d1rl'ct and assunud 
busmtss, or 

(bJ Wi th respect to lift, annuity, and accident and htalth bu�intss, the 
total rtstrtJt crtdit taken for bu.stMSS ctdtd rtprtstnts, on an annuahud 
basis, less than JO pacMt of tht statutory rtser� rt!quireTMnt btfore tht 
cession 

(7)(a) Tht followmg information must bt dtsclo�d in any report of a
material nonrtnewal, cancellatwn, or reuision of a ceded reinsurance 
agreement 

The effectwe date af the nonrenewal, cancellatwn, or reuiswn, 

2 The descriptwn of the transactwn and the 1dcnt1fica twn of the 
initiator of tht transactwn, 

3 The purpose of, or reason for, the transaction, and 

4 If applicable, the identity of each replacement reinsu rer 

(b) Insurers shall report the material nonrtnewal, cancc/latwn, or
reviswn of a ceded reinsurance agrt:ement on a nonconsolidated ba'1tS 
unlesc; the insurer 1s part of a consolidated group of insurers which usec; 
a pooling arrangement or a J OO-percent reinwrance agreement that af­
fects the solvency and integrity of the msuru's reserve,; and the insurer 
has ceded substantwll_v all of its direct and as,;umtd business to the pool 
An insurer LS dt:emed to hat't ceded substar tially all of z ts direct and 
assumtd busme:ss to a pool iftht insurer has /e,;s than $1 millwn in total 
dtrect and assunu.d written premiums during a calendar year whtch art 
not subJect to a pool mg arrangerrunt and tf lht: net income of the business 
not sub;ect to the pooling arrangement represents less than 5 percent of 
the insurer's capital and surplus 

Sect10n 5 Section 624 3 161 ,  Florida Statutes, 1s amended to read 

624 3161 Market conduct e;"1.ammat10ns -

(1) As often as it deems necessary, arui l'!Bt less H'eq1:1eed_ \�ee eeek 
� the department shall examine each hcensed ratmg orgamza. 
tlon, each advisory orgamzat10n, each group, assoc1atlon, or other orga• 
mzation ofmsurers which engages mJomt underwriting or JOlnt remsur• 
ance, and each authorized msurer transacting m this state any class of 
insurance to which the provisions of� chapter 627 are applicable 
The exa.mmation shall be for the purpose of ascertammi compliance by 
the person exammed with the apphcable provmons of chapters 624, 626, 
627, and 635 

(2) In heu of any such exammation, the department may accept the 
report of a s1m1lar examination made by the msurance supei;r1sory offi. 
c1al of another state 

(3) UJ!eft &gnemee� het !!f! �e Bep&f'Sofflent &eel the 111e1:1re,. e1:1eft 
The exammat1on may be conducted by an mdependent professional ex• 
ammer under contract to the department, m which case payment shall 
be made directly to the contracted examiner by the insurer e;'l.ammed m 
accordance with the rates and terms agreed to by the department,;.he 
Ht&\H'ef; and the examiner 

l4) The reasonable cost of the exammatlon shall be paid by the per• 
son examined, and such person shall be subJN:t, as though an msurer, 
to the prov1s1ons of s 624 320 

\5) Such exammat1ons shall also be subJect to the applicable prov1• 
s1ons of ss 624 318. 624 319, 624 321 ,  and 624 322 

Section 6 Paragraph (d ' of 5ubsection f8 )  of section 624 424, Florida 
Statutes, 1s amended to read 

624 424 Annual statement and other mformatlon -

(8 ) 

(d I An insurer mav not U1'e the same accountant or partner of an 
accou ntmg firm rebponsi ble for prf"parmg the report req uired b) this 
su bsect10n for more than 7 ft consrcut1ve vears Fol lowing- this period, 
the msur"r mav not use such accountant or partner for a period of 2 
years but mav us" another accountant or partner of the same firm An 
msurt-r may request the departmf'nt to v. a1ve this proh1b1t1on based 
upon an unusual h ardship to the msurer and a determination that the 
accountant 1s exerc1smg mdependentJudgment that 1s not unduly mflu. 
enced by the msurer cons1dermg such factors as the number of partners, 
expertise of the partners or the number of msurance clients of the ac• 
countmg firm, the premmm volume of the msurer, and the number of 
Jurisd1ct10ns m v. hich the msurer transacts busmess 

Sectrnn 7 Section 624 5094, Flonda St.11.tutes, is created to rt-ad 

624 5094 Casualty insurance premtums -Notwithstandmg any 
statutory provision to the contrary, for the purposes of calculating the 
annual asM•<;sments for the Special Disabrlity Trw,t Fund under s 
440 49 and expense, of admm1stratwn under s 440 51, a ny amount pa.d 
or credited as dw1dends or premium refund,; zn the same calendar year 
by the znc;urtr to 1tl, policyholders must be deducted from "net premium, " 
unet premwms written," "direct premium," and "net premi um collected" 
for the calendar year Such offset for dw1dends or premium refund, paid 
or credited for the current _year must be applied agmnst the current year's 
net premium for that year's assessment regardless of the poltcy year for 
whtch the dn11dendc; or premwm refunds are being reimbursed 

Sectwn 8 Paragraph { 1 J  1s added to subsection 1 5 )  of section 6125 121,  
Florida Statutes, 1996 Supplement, to read 

6:J5 121  Standard Val uat10n Law, hfe msurance -

( 5) MINIMUM STANDARD FOR VALUATION OF POLICIES AND
CONTRACTS ISSUED ON OR AFTER OPERATIVE DATE OF STAN­
DARD NONFORFEITCRE LAW -Except as otherwise provided m 
paragraph (h J  and subsections (6), ( 1 1  l, and ( 14), tht- mm1mum standard 
for the valuatmn of all such pohc1es and contracts issued on or after the 
operative date ofs 627 476 {Standard ��onforfe1ture Law for Life Insur• 
anceJ shall be the comm1ss1oners' resei;re valuation method defined m 
subsections (7J, { 1 1 ), and (14); 5 percent mterest for group annuity and 
pure endowment contracts and 3 5 percent mterest for all other such 
policies and contracts, or m the case of life msurance policies and con• 
tracts, other than annuity and pure endowment contracts, issued on or 
after July 1, 1973, 4 percent mtert-st for such policies issued pnor to 
October l, 1979, and 4 5 percent interest for such policies issued on or 
aft.er October 1, 1979, and the followmg tables 

(1) In lieu of the mortahf)' tables specified in this subsectrnn, and
sub;ect to rules adopted by the departrrunt, the insurance compan:, may, 
at its option 

Substitute the applicable 1958 CSO or CET Smoker and Non• 
smoker Mortality Tables, in lieu of tM 1980 CSO or CET mortality table 
standard, for policies issued on or after tM operatwe date of s 627 476(9) 
and before January 1, 1989 

2 Substitute the applicable 1980 CSO or CET Snw!ur and Non• 
snwlur Mortality Tables in lteu of the 1980 CSO or GET mortality table 
standard, 

3 Use the Annui ty 2000 MortaZ.ty Table for determinrng tht mini­
mum standard of valuatwn for ind1vui.ual annuity and purt endowment 
contracts issued on or after the operatwe date of this sectwn until the 
department, on a date certain that 1s on or after January 1, 1998, adopts 
by rule that table for cktermming the minimum standard for l'aluatwn 
purpo�s 

4 Use the 1994 GAR Table for determining the minimum standard 
of valuatwn forannmt1es and pure endowments purchased on or after the 
operatwe date ofth1s section und.t.r group annu1t_v and pure endowment 
contracts until the department, on a date certa in that ts on or after 
January 1, 1998, adopts by rule that table for determmrng the minimum 
standard for valuatwn purposes 

Section 9 Paragraph Je I of subsect10n ( l I of sectwn 626 321, Florida 
Stl'ltutes, 1s amended to read 

626 32 1 Limited licenses -
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(1) The department shall issue to a qualified md1v1dual, or a quali­
fied md 1v1dual or entity under paragraphs (d) and (e). a l icense as a�nt 
authorized to transact a hm1ted class of busmes!I m any of the followmg 
categones 

{e) Credit hfe or d1!1ab1hty insurance -Lmmse covermg- only credit 
hfe or d1sab1hty msurance The license may be issued onlv to an mdrv1d­
ual employed by a hfe or health insurer as an officer or other salaried 
or commissioned repre!entative, or to an md1v1dual employed by or 
a!lsoc,ated with a lending or financing mst1tut10n or creditor, and may 
authorize the !lale of such insurance only with respect to borrowers or 
debtors of such lendmg or financing mstitut1on or creditor However, 
only the md1v1dual or entity whose tax 1dent.J.ficat1on number 1s used m 
rece1vm� or 1s crechted with rece1vmg the comm1ss10n from the sale of 
such insurance shall � the hcensed agent of the msurer No md1v1dual 
while so licensed shall hold a license as l'ln a�t-nt or solicitor as to any 
other or 11dd1t1onal k.md or class of hfe or health msurance coverage An 
entity other than a lt!nding or financial rnstitu.twn defined in s 626 988 
holding a limited license undu this su.b�ctwn ( J)(e) shall also be author• 
iu.d to sell credit property insurance 

Section 10 Para�raph th) of subsection (9) of sectwn 627 476, Flor• 
1da Statutes, 1s amended to read 

627 476 Standard Nonforfe1ture Law for Life lnsurance -

(9) CALCULATION OF ADJUSTED PREMIUMS AND PRESENT
VALUES FOR POLICIES ISSUED AFTER OPERATIVE DATE OF 
THIS SUBSECTION -

(h) All adJusted premiums and present values referred to m this
section shall for all pol1C1es of ord10ary insurance be calculated on the 
basts of the Comm1ss1oners' 1980 Standard Ordmary Mortality Table or, 
at the election of the msurer for any one or more specified plans of hfe 
msurance, the Comm1ss1oners' 1980 Standard Ordmary Mortality Table 
with Ten•Year Select Mortahty Factors, shall for all policies ofmdustnal 
msurance be calculated on the basis of the Comm1sswners' 1961 Stan• 
dard lndustnal Mortality Table, and shall for all pol1C1es issued m a 
particular calendar year be calculated on the basis of a rate of mterest 
not exceedmg the nonforfe1ture interest rate as defined m this subsec• 
t1on for policies issued m that caltmdar year However 

At the option of the msurer, calculat10ns for all pohc1es issued m 
a particular calt-ndar year may be made on the basis of a rate of interest 
not exceedm� the nonforfe1ture interest rate, as defined m this subsec­
t10n, for pohc1es issued m the immediately precedmg calendar year 

2 Under any pa1d•up nonforfe1ture benefit. mcludmg any pa1d•up 
dividend add1t1ons, any cash surrender value available, whether or not 
required by subsectmn (2), shall be calculated on the basis of the mortal­
ity table and rate of mterest used m determmmg the amount of such 
pa1d•up nonforfe1ture benefit and paid-up d1v1dend add 1t1ons, 1f any 

3 An msurer may calcu lat..t" the amount of any guaranteed pa1d•up 
nonforfeiture benefit, mcludmg any paid.up add1t10ns under the policy, 
on the basis of an mterest rate no lower than that specified m the policy 
for calculatmg cash surrender values 

4 In calculatmg the present valut- of any pa1d•up term insurance 
with accompanying pure endowment, 1f any, offered as a nonforfe1ture 
benefit, the rates of mortahty assumed may be not more than those 
shown m the Cornm1ss1oners' 1980 Extended Term Insurance Table for 
pohc1es of ordmary msurance and not more than the Comm1ss1oners' 
1961 Industrial Extended Term Insurance Table for policies of mdus• 
trial msurance 

5 In lieu of the mortality tables 5pecified in thLS section, at the option 
of tM tn..,u.rance company and subject to rules adopted by the departml!nl, 
thl! insurance company may substitute 

a The 1958 CSO or GET Smalt.er and Non�moleer Mortality Tablt!'i, 
whichever ts applicable, for pcil1ctes k.,.,ued on or after the operalwt! datt! 
of thLS o;ub.,ectwn and beforl! January I, 1989, 

b The 1980 GSO or GET Smalt.er and Non.,nwlel!r Mortaltty Table,;, 
whi,cheuer ts applicable, for poi1aes 1.,.,1ud on or after the operatwe date 
of this ,ub,\ectwn, 

c. A mnrtahly table that t., a blend r,f the �ex-du,tinct 1980 CSO or
GET mnrtalitv table \lnndard, wh1cht>uer I\ appltcablt! or a mortality 

table that 1� a hlt!nd of tht! 'iet:-dtstrnct 1980 CSO or CET smoker and 
nonsmoker mortality tablt! \landard�. whtcht!u�r is applicable, for polt• 
cies that ar, r,ub1ect to the Un1tt!d Statl!s Supremt! Court decision in 
Arizona Governing Committt!e l' .Vornb to puvent unfair d1scrimrnatwn 
tn employment situatwns 

6 &- For insurance issued on a substandard bas is ,  the cal culation of 
any such adJusted premLUms and prt-5ent values may be based on appro• 
priate modifications of the aforementmned tables 

Section 11 Effective October 1, 1997, section 627 4555, Florida Stat• 
utes, 1s amended to read 

627 4555 Secondary notice -Exct'pt as provided in this st!clton, a A& 
contract for hfe insur:mce ismed or issued for dt!lwery in thVi state on or 
after Octobl!r I, 1997, covermg a natural person 6-i years of age or older 
er • Re8 by a r:uJttijral perssR € 1 . en:rs sf age sr: 0li.ier, which has been 
m force for at least 1 year, may not � be lap<Jt!d � for nonpay• 
ment of premium unless, a�r ex.p1rat10n of the grace period, and at least 
21 days be/Ore � the effective date of any such lapse eerneelln:t1u1, 
the msurer has mailed a not1ficat10n of tht! impendi ng � lapse m 
coverage to the pol1Qowner s ser eftke peh _ and to a specified second• 
ary addresse� 1f such addressee has been designated m wr1tmg by name 
and address by the pohcyov. ner An msurer 1ssumi a life msurance 
contract on or after October 1, 1997 �. shall notify the applicant of 
the nght to designate a secondary addresst-e at the time of application 
for thl! policy, on a form prou,dt!d by the tnsurer, and at any ttml! the 
poli,cy ts m fora, by submitting a written notrcl! to the msu.ru containing 
the name and address of tht! secondary addrt!ssl!e For purposes of any life 
insurancl! policy that provtdt!S a grace puwd of more than 51 days for 
non.payment of prt!mwms, the notia of impending lapse in cout!ragl! 
reqmrt!d by this Sl!ctwn must bl! mazled to tht! policyowner and the secon• 
dary addres'i(!(! at lt!ast 21 days bt!fore the �xptrotion of the grace pawd 
prot•tdtd in the policy This section does not apply to any life insurancl! 
contract undu which premwms are payable monthly or more frequently 
and are rl!gularly collt!cted by a ltct!nsed agent or art! paid by credit card 
or any pnauthonzed cht!ck processing or automatic debtt <JUVtCl! of a 
financial institu tion Fni �eheies ,f hfe !ASHr=e.aee lBSljeB. 0r Fene ed sn 
er n:f\er OeteBer 1, 1908, �he 1asurer s�all aet1f) the a ner, n:t len:st; 
ansue.U} , ef the r1gflt; is l'i.es1gsate e. seesndar, addressee 

Section 12 Effect1,,e October 1, 1997, sectwn 627 5045, Flonda Stat• 
utes, 1s amended to read 

627 5045 Secondary notice -Except as pr-outdt!d in this sectwn, a -oo 
contract for an industrial l i fe insurance policy issut!d or issued for delw• 
ery m this state on or after October 1, 1997, for which premrnms are patd 
monthly, covermg a natural person 64 years of age or older or owned by 
a natural person 64 years of age or older, which has been m force for at 
least 1 year, may not &M-1,1 be fap.,t!d � for nonpayment of pre• 
rnmm unless, after exp1rat1on of the grace penod, and at least 21 days 
be{orl! � the effective date of such lap,t! eal'lerllatiea, the insurer 
has mailed a not1ficat1on of the impt!nding � lapse m coverage to 
the policyowner • rier sf the pel1e} and to a specified secondary ad· 
dressee 1f such addressee has been designated m wntmg by name and 
address by the poliqowner An insurer 1ssumg an mdustrzal hfe 1nsur• 
ance contract on or ..1fter October 1, 1 997 �. shall notify the apphcant 
of the right to designate a SPcondary addres�ee at the time of appltcatwn 
for the policy on a form prou tdt!d by the insu.rl!r and at any ttml! tM policy 
is in force by <Jubmttting a written noticl! tn tht in�urer containing t� 
name and address of the sewndary addressee This o;ectton does not apply 
to any lift! rnsurancl! contract unckr which prt!mtu.ms are payable 
monthly or mort! fr,.quently and art! regularly colll!Cted by a licen�d 
agent F0r p1�1e1ee sf tft.luetr1al life IRBoiUnee HlSHe8 ,r refte ed ilft gr 
n:Aer Oe,sBer 1 H�OB , the met1rer she.II f!s,if the e ner, !lt len:st BftRU 
all. , sflihe ,1gfl, �• Eiemgcnate a e2eof1Eial"'.'. e.�Eireee: 

St'Ctmn 13 E ffective October 1 ,  1997 , sectwn 628 801 ,  Florida Stat• 
utes, 1s amended to read 

628 801 Insurance holdmg companies, reg1strat1on , rt>gulatwn -
Evt>r, msurrr which 1s authonzed to do bu5mess m th1,; stat..t" and which 
1s a �ember of an msuranc� holding company !!hall �g1ster with the 
dep,1rtment dOd be :,ubJect to regulatmn with re:,pl'ct to its relatrnn.!lh1!) 
to such hold mg company a-., provided by rulP or stalute ThP department 
sh.1U adopt ru!t-s P�tabli:,hmg tht> m formatwn ,rnd form required for 
reg"1stratwn and the manner m whtch rPf!ISlPred msurcrs and their 
,1ffih,1tPs �ha l l  be rri:;ulatPd The rulPs sh..i l l  1pply to domP�t,c m.!lurer.i, 
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fore ign insurers, .!!.nd commercrnl !v  dom1cd"d tnsurer� excepl J. foreign 
msurer dom1c1led m stales that arf' accred1trd bv the National Assocrn­
t1on of Insuran� Comm1ss1oner<; h, Decemh"r 3 1 ,  1 995 Except to the 
extent of any conflict with this code, the rules must include all require­
ments and standards of ss 4 and S of the Insurance Holding Company 
System Regulaton• Act nnd the lnsuranc" Holdmg Company Svslem 
Model �gulat1on of the National Assoc1atwn of Insu rance Comm1sswn­
ers, as the �gulat.ory Act and the Model Regulat,on Px1sted on Januarv 
1, 1997 �. and may mclude a proh1b1t10n on oral contracts between 
affihatt-d ent1t1es l:pon request, the department mav waive filmg re­
quirements under this section for a domestic msurer that is th" subsid­
iary of an insurer that 1s m full comphance with the msurance holding 
company reg1strat10n laws of its state of domicile, which state is accred­
ited by the Nat10nal Association of Insurance Commtss10ners 

Sect10n 14 Except as otherwise expressly provided m this act, this 
act shall take effect July 1, 1997 

And the title 1s amended as follows 

On page 2, hne 28 through page 3, hne 5, delete those Imes from the 
amendment and msert On page 1. hnes 2-8, delete those Imes from the 
bill and msert A bill to be entitled An act relating to msurance, 
627 215, F S ,  prescr1bmg a mm1rnum .. alue for profit and contmgenc1es 
factor for the purpose of calculating the anticipated underwritmg profit, 
providmg clanficat1on on the apphcat10n of excess profits, requmng 
cert.am insurers to file reports concernmg their nsk based capital, re­
quiring the Department of Insurance to request such reports under 
certam circumstances, prov1dmg for hearings, provid ing defi01t1ons and 
reporting reqmrements, reqmrmg ce-rtam insurers to file reports of ma­
tenal transactions concernmg their assets or their ceded remsurance 
agreements, providmg defimt10ns and reporting requirements , prescnb­
mg authority of the Department of Insurance v. 1th re-spect to such re­
ports, amending s 624 3 161,  F S , deletmg a hm1tation on frequencj of 
certam market conduct e>.ammat10ns, deleting requirement for mutual 
agreement by department and msurer for an independent exammat10n, 
amendmg s 626 321. F S ,  authonzmg persons who hold a hm1ted li­
cense for credit insuran� to hold certam add1t1onal lm�nses, amending 
s 62◄ 424, F S ,  increasmg the time hmitat10n on msu rers usmg certam 
accounting services for certam purposes, creatmg s 624 509◄, F S , pro­
v1dmg for offset of dividends or premmm refunds m calculatmg the 
annual assessment for the Special D1sab1hty Trust Fund and e>.penses 
of admm1strat10n, amendmg s 625 121, F S ,  prov1dmg for the use of 
add1t10nal mortality tables, amend mg s 627 476, F S ,  providmg for the 
use of additional mortality tables, amend mg ss 627 4555 and 627 5045, 
F S , rev1smg prov1s1ons reqmnng notice to pohcyowners and secondary 
addressees of 1mpendmg lapse of certain msurance policies under cer­
tam circumstances, providing procedures, prov1dmg apphcatlon, amend­
mg s 628 801 ,  F S ,  updatmg a reference to the Insurance Holdmg Com­
pany System Regulatory Act, prov1dmg effective dates 

Amendment 1 as amended was adopted 

On motion by Senator Holzendorf, by two-thirds vote SB 840 as 
amended was read the third time b) title, passed, ordered engrossed and 
then certified to the House The vote on passage wa<; 

Yeas-36 

Madam President Dantzler Holzendorf 
Bankhead D1az-Balart Horne 
Bronson Dudley Jenne 
Brov. n-Wa1te Dyer Jones 
Burt Forman Kirkpatnck 
Campbell Grant Klem 
Casas Gutman Kurth 
Chi.Iden Hargrett Lee 
eo� m Hl'l1Tl5 McKay 

Nays-None 

Vote after roll call 

Yea-Cnst 

The Senate resumed cons1derat10n of-

Meadows 
Myers 
Ostallue\\ icz 
Rossm 
Silver 
Sullivan 
Thomas 
Turner 
Williams 

CS for SB 584--A bill to be entitled An act relatmg to mmmg amend­
mi s 378 601 ,  F S ,  prov1dmg that certam heavy mmeral mmmg opera-

t10ns ar<' not r<'qu1red to undergo development-of-reg-1onal-1mpact re­
vie-w, amendmg- � 378 901 ,  F S ,  prov1dmg cond1t1ons when a Ji fp,-of-the­
mme �rm1t for sand mme-s may be issued, providmg an effective date 

-whtch was prev10usly considered and amended this day

Pendmg further consideration of CS for SB 58-4 as amended, on 
mot10n by �nator Klrkpatrick, by two-thirds vote HB 1073 was with­
drawn from the- Committees on Natural Resources, and Ways and 
Means 

On mot10n by Senator Klrkpatnck-

HB 1073-A bill to be entitled An act relating to land reclamation, 
amend mg s 378 601 ,  F S ,  exemptmg cert.am heavy mmeral mming 
operatrnns from reqmre-ments for development of regrnnal impact re­
view, requirmg certam permits or plan approvals, amend mg s 378 035, 
F S , prov1dmg for use of Nonmandatory Land Reclamat10n Trust Fund 
moneys for rec lamat10n and management of phosphate lands, prov1dmg 
for hens, requ1rmg a report, amendmg s 378 901, F S ,  provid ing condi­
tions when a hfe-of-the-mme permit for sand mmes may � issued, 
prov1dmg an e-ffective date 

-a compamon measure, v. as substituted for CS for SB 584 as
amende-d and read the second time by title 

Senator Kirkpatrick moved the fol !owmg amendment 

Amendment 1 (with title amendment)-Delete everythmg after 
the enactmg clause and msert 

Section 1 Subsect10n ( 5 1  is added to se-ct10n 378 601 ,  Florida Stat­
utes, to read 

378 601 Heavy minerals -

(5) Any heauy mineral mining operation which annually mines less 
than 500 acres nnd whose proposed consumptwn of u•ater 1s 3 million 
gallon � per day or less shall not bt required to undergo development of 
rl!gwnal impact revieu· pursuant to s 380 06, provided permits and plan 
appror..•al� pun,uant to ei ther this sectwn and part IV of chapter 373, or 
s 378 901, arl! i�sutd This substctwn applles only in the following c1r­
cum'>tances 

(a) Mining is conducted in counties where the operator has conducted
heat•y mineral mining acta,itUs prior to Aforch 1, 1997, and 

{b) The operator of the heavy mineral m1mng operation has executed 
a dtt·tloper agreement pursuant to s 380 032 as of March 1, 199 7  Lands 
mined pursuant to this section nud not be the sub;ect of the developtr 
agrtemtnt 

Section 2 Paragraph (b) of subsect10n ( 1 l of sect10n 373 41-4, Florida 
Statute-s, 1996 Supplement, 1s amended to read 

373 414 Additrnnal cntena for act1v1ties m surface waters and wet­
lands -

( 1) As part of an apphcant's demonstrat10n that an act1,. 1ty regulated
under this part will not be harmful to the water resources or will not be 
mcons1stent with the overall obJecbves of the d1stnct, the governing 
board or the department shall reqmre the applicant to provide reason­
able assurance that state water quality standards applicable to waters 
as defined m s  403 031(13) will not be vwlated and reasonable assur­
ance that such activity in, on, or over surface waters or wetlands, as 
delmeated m s  373 421( 1) ,  1s not contrary to the pubhc interest How­
ever, 1f such an act1v1ty s1gmficantly degrades or 1s w1thm an Outstand­
ing Flonda Water, as provided by department rule, the applicant must 
provide reasonable assurance that the proposed activity will be clearly 
m the public mterest 

(b) lf the applicant 1s unable to otherwise meet the cntena set forth 
m this subsection, the governing board or the department, m dec1dmg 
to grant or deny a permit. shall consider measures proposed b) or accept­
able to the applicant to m1t1gate adverse effects that ma) be caused by 
the regulated acbvit)' Such measures may include, but are not hm1ted 
to, onsite mit1gat10n offsite mit1gat1on offs1te regional m1t1gat10n, and 
the purcha!e of m1t1gation credits from m1t1gat1on banks permitted 
under s 373 4136 It shall be the respons1b1hty of the applicant to choose 
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FLORIDA SENATE - 1997

By Senator Holzendorf 

2-994-97

A bill to be entitled 

An act relating to secondary notice of lapse of 

insurance policies; amending ss. 627.4555 and 

627.5045, F,S.; revising provisions requiring 

notice to policyowners and secondary addressees 

of impending lapse of certain insurance 

policies under certain circumstances; providing 

procedures; providing application; providing an 

effective date. 

SB 898 

111 Be It Enacted by the Legislature of the State of Florida: 

1 2 

13 Section 1. Section 627.4555, Florida Statutes, 1s 

141 amended to read: 

1 5 627,4555 Secondary notice.--Except as provided in this 

16 section, no contract for life insurance issued or issued for 

17 delivery in this state on or after October i, 1997, covering a 

18 natural person 64 years of age or older or-owned-by-a-nat�ra± 

19 person-64-years-o!-age-or-o±der, which has been in force for 

20 at least 1 year, shall be lapsed eanee±ed for nonpayment of 

21 premium unless, after expiration of the grace period, and at 

22 least 21 days prior to the effective date of fil!.Y such� 

23 eanee±±at¼on, the insurer has mailed a notification of sµch 

24 impending possible lapse in coverage to the policygwner owner 

25 0£-the-po±½ey and to a specified secondary addressee if such 

26 addressee has been designated in writing by name and address 

27 by the policyowner. An insurer issuing a life insurance 

28 contract on or after October 1, 12.21 +99S, shall notify the 

29 applicant of the right to designate a secondary addressee Ai 

30 the time of application for the pglicy, on a fgrm provided by 

31 the insurer, and at any time the policy 1s in force, bY 

CODIJIG: Words stricken are deletions, words underlined are additions. 
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submitting a written notice to the insurer conta1n1ng the name 

2 and address of the secondar2 addressee. For 2ur122ses of an2 

3 life insurance 2olicy which 2rovides a grace Qeriod of more 

l than 51 days for non2a�ent of 2rem1ums, the notice of

5 i!!92ending lanse in coverage reguired by this section shall be

S mailed to the Qolicyowner and the secondary addressee at least

7 21 days Qrior to the ex21ration of the grace 2eriod 2rov1ded

3 in such RQlicy. This section does not a221y to any life

� insurance contract under which 2remiums are 2ayable monthly or 

J more fregyently and are regularly collected by a licensed

' agent or are Qaid by credit card or any 2reauthorized check 

2 2rocessing or automatic debit service of a financial 

3 institution. Por-poi¼e¼es-of-itte-¼nsttranee-�sstted-or-renewed 

141 l on-or-after-eetober-+7-+9957-the-¼nsttrer-shaii-not¼fy-ehe 

5 owner7-at-iease-annttai¼77-of-the-r¼ght-to-des�gnaee-a 

S seeondary-addresstt� 

7 Section 2. Section 627.5045, Florida Statutes, ls

� amended to read:1 8, 
19 

2 

2 

221 

l 627.5045 Secondary notice.--Ex�e�t AS �rQviQed in this 

) section, no contract for an industrial life insurance policy 

I 

! 
23! 

241 25 

26 

27 

28, 

29 

30 

31 

issMed gr i�sueQ for delivery in this state on or after 

October 1, 1997, for which premiums are paid monthly, covering 

a natural person 64 years of age or older or owned by a 

natural person 64 years of age or older, which has been in 

force for at least 1 year, shall be lapsed eaneeied for 

nonpayment of premium unless, after expiration of the grace 

period, and at least 21 days prior to the effective date of 

such illG eaneeiiat¼on, the insurer has mailed a notification 

of such impending possible lapse in coverage to the 

poliCYO'iffler owner-of-the-po¼iey and to a specified secondary 

addressee if such addressee has been designated in writing by 

2 

CCllI:.G: Words str¼eken are deletionst words underlined are additions. 
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name and address by the pol1cyowner. An insurer issuing an 

2 industrial life insurance contract on or after October 1, l.lli 

3 +995, shall notify the applicant of the right to designate a 

4 secondary addressee at the time of application for the policy 

5 on a form provided by the insurer and at any time the policy 

6 is in force by submitting a written notice to_the insurer 

7 containing the name and address of the secondary addressee. 

8 This section does not apply to any life insurance contract 

9 under which premiums are payable monthly or more frequently 

10
1 

and are regularly collected by a licensed agent. Por-po¼±c±es 

11 oi-tndttstr±ai-i±£e-±nsttrance-±sstted-or-renewed-on-or-after 

12
1
8etober-+,-+9957-the-±nsttrer-sha%¼-not�£y-the-owner7-at-Teast 

13 anntta¼¼y,-0£-the-r±ght-to-des±gnate-a-seeondary-addresseeT 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

'9 

J 

31 

Section 3. This act shall take effect October 1, 1997. 

***************************************** 

HOUSE SUMMARY 

Revises prov1s1ons requiring notice to policyowners and 
secondary addressees of impending lapse of life insurance 
policies. See bill for details. 

3 
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SENATE STAFF ANALYSIS AND ECONOMIC IMPACT STATEMENT 

(lbis doctmcnt 11 based only on the provumru: contamed in the legislation as of the latest date ltsted below) 

Date: March 22, 1997 Revised 

Subject Insurance Policies/Lapse Notice 

Analyst Staff Di rector Ri:ference Ac_tion 

1. Deffenbaugh Deffenbaugh BI Favorable 

3 

4 
5 

I. Summary:

This bill revises the requirements for life insurers to provide notice of impending lapse or
cancellation for nonpayment of premiums Legislation in 1995 required insurers that sell
individual and industrial life policies to persons 64 years of age and older, to send an additional
notice of impending lapse for nonpayment after expiration of any grace period (which, by law,
must be a minimum of30 days), and at least 21 days prior to the lapse The 1995 law also
required notice to be sent to a secondary addressee designated by the policyowner

The bill provides that if a policy provides more than a 51-day grace period to pay a late premium,
the notice of impending lapse be mailed to the policyholder and the secondary addressee at least
21 days prior to the expiration of the grace period specified in the policy.

The bill exempts from the secondary notice requirements any life insurance policy under which
premiums are paid monthly or more frequently and are regularly collected by a licensed agent
The bill also exempts policies that are paid by credit card or any preauthorized check processing
or automatic debit service of a financial institution

The bill makes more specific the requirement for life insurers to notify applicants of the right to
designate a secondary addressee, specifying that the notice must be provided at the time of
application, on a form provided by the insurer, informing the applicant of the nght to make this
designation at any time the policy is in force

This bill substantially amends sections 627.4555 and 627 5045 of the Florida Statutes.
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II. Present Situation:
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Chapter 95-142, Laws of Florida, created sections 627 4555 and 627.5045, F S., relating to 
notice of cancellation or lapse for late payment of premiums in individual life insurance policies, as 
summarized below. 

Section 627 4555, created in I 995, requires insurers that issue individual life insurance policies 
that have been in force for at least 1 year and that cover, or are owned by, persons 64 years of age 
or older to provide notice of cancellation or possible lapse in coverage, after expiration of the 
grace period (which must be at least 30 days pursuant to s 627 453), and at least 21 days prior to 
canceling a policy for late payment of premiums. This section further requires insurers to send 
notice to any secondary addressee designated by the policyowner, and requires insurers to notify 
applicants of the right to designate a secondary addressee. 

Section 627 5045, F S, also created in 1995, requires that industrial life insurance policies for 
which premiums are paid monthly, which have been in force for at least 1 year, and that cover or 
are owned by persons 64 years of age or older, must provide the same notice requirements as 
required for life insurance policies described above, including notice to any secondary addressee 
designated by the policyowner 

Section 627.453, F S , requires that every individual life insurance policy allow the policyowner a 
grace period of not less than 30 days after a premium due date within which to pay any premium 
due after the first premium. Since section 627 4555 requires an additional 21-day notice after the 
expiration of the grace period, lapse, or cancellation of a policy cannot occur unless at least 51 
(30 plus 21) days after the premium is due. 

Section 627.504, F S., similarly requires that industrial life insurance policies provide the insured 
with a grace period of 4 weeks after any premium due date, subsequent to the first, within which 
the payment of any premiums due after the first may be made If premiums are paid monthly, then 
the grace period shall be I month, but not less than 30 days An "industrial life policy" is defined 
in s 627 502, F S , as that form oflife insurance for which premiums are payable monthly or more 
often, bearing the words "industrial policy" or "weekly premium policy," and issued under a 
system of debit collection by an agent. 

Ill. Effect of Proposed Changes: 

The bill revises the notice requirements that apply when an insurer intends to cancel or "lapse" a 
policy due to nonpayment of premiums for an individual or industrial life insurance policy. 

The bill maintains the basic requirement that for life insurance polices covering persons age 64 or 
older, the insurer must notify the policyowner of impending lapse in coverage, after expiration of 
the grace period for late payment ofpremmm, at least 21 days prior to such lapse, including 
notice to any secondary addressee designated by the policyowner 
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One change by the bill is to allow the 21-day notice be made within the grace period if the policy 
contains a grace period of more than 51 days. For such policies, the notice of impending lapse 
must be at least 21 days prior to the expiration of the grace period. This change would not effect 
notice of lapse for a policy that has the minimum 30-day grace period required by law, in which 
case 51 days notice would still effectively be required (21-days notice after expiration of the grace 
period). However, for policies with at least 51-day grace periods, the notice period is effectively 
shortened by 21 days, since the secondary nonce could be within the first 5 I-day period 

The bill exempts life insurance policies from the secondary notice requirements if premiums are 
payable monthly or more frequently and are regularly collected by a licensed agent or are paid by 
credit card or any preauthorized check processing or automatic debit service of a financial 
institution Therefore, the effect of the bill, in general, would limit the secondary notice 
requirements to individual life insurance policies for which premiums are paid by check through 
the mail 

The exemption described above is added by the bill in Section 1 for individual life insurance and 
the same exemption is added in Section 2 for industrial life insurance. This would appear to be a 
substantial repeal of the secondary notice requirements for industrial life insurance in s 627 5045, 
since industrial life insurance is defined (s. 627 502, F S) as that form of life insurance for which 
premiums are payable monthly or more often, bearing the words "industrial policy" or "weekly 
premium policy," and issued under a system of debit collection by an agent 

The bill replaces references to "cancel" with "lapse" in the notice provisions to denote the end of 
coverage for nonpayment of premiums This change clarifies that the notice requirements apply 
to an action by the insurer other than cancellation that may occur upon lapse of a pohcy, such as 
invoking a nonforfeiture loan or an automatic premium loan to pay past due premiums 

The bill makes more specific the requirement for life insurers to provide notice of the right of 
policy owners to designate a secondary addressee. The bill provides that the notice must be on a 
form provided by the insurer at the time of application for the policy, informing the policyowner 
that this right may be exercised at any time the policy is in force by submitting a written notice to 
the insurer containing the name and address of the secondary addressee 

The bill specifies that the requirements apply to policies covering persons age 64 or older, but no 
longer apply to policies owned by persons age 64 or older. A person can own and pay premiums 
on a policy covering the life of another person, so the secondary notice requirements would no 
longer apply to a policy owned by a person 64 or older covering a person younger than 64 

The bill specifies that the amended requirements apply to insurance issued or issued for delivery in 
this state after October I, 1997 
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IV. Constitutional Issues:

A. Municipality/County Mandates Restrictions:

None

B Public Records/Open Meetings Issues: 

None. 

C Trust Funds Restrictions· 

None. 

V. Economic Impact and Fiscal Note:

A. Tax/Fee Issues:

None

B. Private Sector Impact

BILL SB 898 

Page 4 

The bill makes the secondary notice requirements administratively easier for life insurers due
to the exemptions and limitations analyzed above. By the same token, policyholders of
certain life insurance policies would no longer be entitled to the secondary notice
requirements or may obtain shorter notice, as also analyzed above

C. Government Sector Impact:

None

VI. Technical Deficiencies:

None

VII. Related Issues:

None
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VIII. Amendments:

None.
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Tins Senate staff analySis does not reflect the mtent or officrnl posit10n of the bill's sponsor or the Flonda Senate 
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HB 1943 
Florid■ House of Representatives - 1997 

By R■present■t1v■s K■ck■n�i• ■nd l■1nt■r 

A bill to b■ entitled 

An ■ct relating to insurance; requiring certain 

insurers to f1l■ reports concerning their risk 

based capital; requiring the Department of 

lnsur■nc■ to request such reports under certain 

c1rcu�st■nc■s, providing for hearings; 

providing def1nit1ons and r■portin1 

r■qu1r■m■ntsj requiring c■rt■in insurers to 

fil■ reports of 11at■ri■l tr■ns■ct10ns 

concerning th■ir ■ss■ts or their c■ded 

reinsurance ■9r■■m■nta; providing d■f1n1tions 

and reporting r■quir■ments; prescribing 

authority of th■ Dep■rt�■nt of Insurance with 

r■sp■ct to such reports; ■mending s. ,24.31,1, 

F.S.; deleting a lim1tat10n on frequency of

certain �arket conduct examinations; amendin9 

s. ,24.424, F.S.; 1ncraas1ng th• time

li�itatian on insurers using certain accounting 

services for certain purposes; amending ss. 

625.121 and ,2?.47,, F.S.; authorizing 

insurance companies to us■ alternative 

�ortality tablas for certain purpos■s; am■nding 

ss. 627,4555 and ,21.5045, F.S.; revising 

provisions requiring notice to policyown■rs and 

s■condary addressees of i�pend1ng lapse of 

certain insurance polic1es under certain 

c1rcu�stances; providing procedures, providing 

application; a�ending s. ,2a.ao1, F.S.; 

updating a rafaranca for certain purposes; 

providin9 affective dates. 

1 
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11 le It Enacted by the Legislatur• of the State of Florida:

2 

3 Section 1. Risk bas•d capital reauirefflents for 

4 insurers.--

S ( 1) As used in this ,section I the term: 

6 (a) ""Adjusted risk based capital report .. mean.s a risk 

7 based capital report that has been adjusted bv the d■part111ent 

8 in accordance with thi.s section. 

, (b) ""Authorized control level risk based capital"" 

10 means the number deter111ined under th■ risk based capital 

11 for�ula in th• risk based capital instructions. 

12 Cc) "Co,npagy action l•v•l risk based capital" means 

13 the product of 2,0 and an insur•r's authoriz•d control level 

14 ri.sk based capital. 

15 Cd) ""Corr■ctive order" 111eans an order issued by the 

16 depart111ent specifying corrective action.s that th■ department 

17 has determined ■re required. 

18 

19 

( e) "Deparh1ent'' means the Department of Insurance. 

( f > "Domestic insurer" .,,ans any in.surer domiciled in 

20 this state. 

21 ( q) "Foreign insur•r" paeans any insurer that is

22 authorized or eligible to do business in this stat■ but that 

23 is not domiciled in this stat,. 

24 (h) "Life and health insurer" means any insurer 

25 authorized or ■ligibl■ under the florida In.surance Code to 

26 underwrite lif• or health insurance, The term includes a 

27 property and casu•ltY insurer that writ■s accident and health 

28 insurance only. 

29 Ci) ''Plandatory control leyel ri:,k based capital" me■n:!I 

30 th■ product of O 70 and the authorized control lev■l risk 

31 based capital. 

2 
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(j) HN1s1tiv1 trend'" means, with r■.spect to ■ lift and 

2 health insur,r, 1 nesativ1 trend over I Period of ti�,. as 

3 determined in accordanc, with the trend test calculation 

4 included 1.n tht risk b1s1d capital instructions. 

.5 < k > .. Pr0eertv ■nd c1sual ty 1nsur1r'" me■ns ■nv insurer 

6 lic1ns1d undtr th• florid• Insurance Codi, but does not 

7 1nclud1 a s1ns1,-11.n1 mortgage guarantv insurer, f1n1nc1al 

8 guaranty 1.n,1urer, or titl1 insur■r or a life and he■lth 

9 insurer. 

10 Cl) .. Resulatorv ■ction level risk based c1e1t1l .. me•ns 

11 th■ Product of 1-5 and 10 in,1urer',1 authorized control level 

12 risk b•std CIP1.tll• 

13 ( 11 l .. R,vised ria:k b1s1d c1Pit1l Plan" mean.s the 

�� r1vision of the riak b1s1d capital Pl■n which is er,eared bv 

10 insurer ■fter the dtP■rtm,nt r1i1cts the orisinal plan, 

16 ( n l .. Risk b•.std c1Pital 1nstruct1ons .. means the 

17 instructions for nreP1r1na ■ risk based caPital report as 

18 adopted bv tht National A1:1ociat1on of Insur■nc■ 

19 Commission,rs, 

20 ( o l .. lisk b1s1d c1eit1l l1v1} .. m11ns 10 insur■r • s 

21 come,nv 1ct10n l1vel risk based caeital, reaul•torv action 

22 ltvtl risk b1s1d capital, authorized control lev■l risk based 

23 c1eital, or mandatorv control level risk bastd canital-

24 (p) '"Risk bas•d c1P1t■l Pl•n'" means a comvr1h1nsive 

25 f1nanc2al Plan specifi■d in 01rasr1Ph <4)(b), 

2, Ca> .. Risk b■std c1Pit1l r,oort .. 11,ans the r■oort 

27 reauired 10 subsection (2), 

28 

;:j 

c r) .. Tot■l ad 1ust,d caoi tal.. means th• sum of : 

1- An insurtr's statutorv caoit■l and surPlYSi ■nd

2, Anv other 1t1m r1au1r1d bv th, risk b111d ctPital 

instruct1ons. 

3 
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C2)(a) Each domestic insurer that is subj■ct to this 

2 section shall, on or before Narch 1 of each year, prepare and 

3 file with th• National Association of Insurance Commissioners 

4 a report of its risk b■std capital I•vels as of th• end of th1 

5 calendar v•ar just ended, in a form and containing the 

6 information required in the risk based capital instructions. 

7 In addition, each domestic insurer shall file■ printed copy 

a of its risk based capital report: 

9 1. Nith th• department on or befor• March 1 of each 

1D � 

11 2 Mith tht insurance department in any other state in 

12 which the insurer is authorized to do business, if that 

13 department has notified the insurer of its request in writing, 

14 in which case the insurer sh•ll fil, its risk based capital 

15 report not later than the later of; 

16 ■. Fifteen days after th• receipt of notice to file 

17 its risk based capital report with that state; or 

18 b. Narch 1. 

19 Cb) Th■ comparison of an insurar's total adjusted 

20 capital to any of its risk-based capital levels is • 

21 regulatory tool which 111■y indicate the need for possible 

22 corr■ctiva action with respect to the insurer and, except as 

23 otherwise required under this section, the making, publishing, 

24 disseminating, circulating, or placing beforf the public, or 

25 causing, directly or indirectly, to be mad■, published, 

26 disseminated, circulated, or placid before the public in • 

27 newspaper, magazine, or other publication, or in the form of a 

28 notice, circular, pamphlet, letter, or poster or over any 

29 radio or television 3tation1 or in ■ny other way, an 

30 advertisement, announceffl■nt, or statement containing ■n 

31 assertion, repre3entation1 or st■tement with regard to the 

4 
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risk-b•std C■Pit■l l1vels of ■PY insur■r, or of ■DY component 
2 derived in the calculation, bY any insurer, asent, broker, 0r 
3 other Peraon enaaaed in any manner in th, insurance busin•ss, 
4 would bt misleadins and is therefore proh1bit1d, Providtd, if 
5 anY m1t1ri1llY f1ls1 statement with respect to the comparison 
6 resardins an insur•r's total adiusted c101t1l to its
7 risk-based capital levels or an inappropri■te comp■rison of 
a anv other amount to the insurtr's risk-based caoit1l lev■ls is 
9 Published in ■DY writttn publication ■nd th, insurtr is able 

10 to demonstrate to th■ commissioner with substantial Proof th• 
11 falsity or in■PProoriateness of such st■tem,nt, th1 insurer 
12 m1v Publish an 1nnouncement in, written public■tion if the 
13 sole purnos, of th1 announcement is to rebut the materially 
1 4 faise or in■PProPriate statement. 

Cc) The dePartment shall us1 th1 risk based c■pital 
�6 instructions, risk based c■eit■l r1Ports, adiusted risk based 
17 capital reports, risk based caeital Plans, and revised risk 
1a based c■Pit■l Plans solelY for monitoring the solvency of 
19 insurers and assessing th, ne1d for correctiv1 action with 
20 rtsP■ct to insur,rs- Thi deP■rtment m•Y n°t us■ that 
21 inform■tion for ratem■kina, ■s 1videnc1 in anv rate 
22 oroc1edins, or f0r calcul■tina or deriving anv ,1,m,nts of ■n 
23 ■PPr0eriat, Pr1mium l1vwl or rat, of return for any lin1 of 
24 insuranc, which IQ 1DSU[I[ or IQ affili1t1 of such insurer ii 
2s ■uthoriz■d to write, 
26 Cdl A life and h■alth insur1r's risk based capital is 
21

1 dat,rmined in acc0rdance with th1 formula set forth in the
2a risk based capital instructions- The formula t■kes into 

account and m■v adiust for the covariance b1twe1n: 

3�1 
1- Thi risk with r1soect to th, insur■r's au,ts;

5 
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1 2, The risk of adverse insurance experience with 

2( respect to th• insurer•s liabilities and obligationsj 

3 3- The interest r•te risk with respect to th•

4f insurer's business; •nd 

5 4. Any other business or oth•r rel■vant risk set out

6 in the risk based capita} instructions, 

7 

8 determined in each case by •PPlYing th• factors in the manner 

9 set forth in th• risk bas•d C■Pit■l instructions. 

10 (■) A prop■rtv and c•sualtv insurer's risk based 

11 capital is determined in accord■nc■ with the formula set forth 

12 in the risk bas•d capital instructions. Th• for�ul• takes 

13 1nto account and may ■djust for th• covarianc• betw■en: 

14 

15 

16 

17 

1 

� 
3. 

� 

Ihe asset riskj 

The cr■dit risk; 

Tb• underwriting riskj ■nd 

Any other business or other r■l1yant risk set out 

18 1n the r1sk based capital instructions, 

19 

20 determin■d 1n e1ch cas• bY applying the factors in the manner 

21 set forth in th• risk bas■d capit•l instructions. 

22 (f) Th• Legislature finds that an excess of capital 

23 over the amount produced bY th1 risk based capital 

24 requirements and the formulas, schedule�, and instructions 

25 specified in this section is a desirable goal with respect to 

26 the business of insurance. Accordingly, insurers should seek 

27 to maintain capital above th■ risk based capital levels 

281 r■guired by this section Additional capital is used and 

zq useful in the insurance business ■nd h•lps to secure an 

30 insurer against various risks inh•r•nt in, or effecting, the 

31 business of insurance and not acc9unt1d for or only partially 

6 
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� m11sur1d bY th■ risk b111d c■Pltal r1au1rements captained J.P 

2 this s,ction. 

3 (g) If ■ domestJ.c insurer files a risk based caPit■l 

4 rtPort th■t the d101rtm1nt finds is inaccur1t1, the d0Partm1nt 

s shall adiuat the risk b■std c1P1t1l report to correct th, 

' in•ccuracv and shall notify tht insurer of the adJustment, 

7 The notic, must state th, r11s0n for the adiustm•nt. A risk 

a bastd c■Pit■l report that is so ad1usted 11 referred t0 as the 

, 1d1usted risk b■ud caoital r,oort. The adiusttd risk based 

10 c■Pit■l report must also be filed bY the insurer with the 

11 National Association of Insur■nce Commission,rs-

12 

13 

c3)(1l A companv action level •vent includes, 

1. The tilina of I risk b1s1d c1Pital rePort bv an 

1DSU[I[ which indicates that, 

•· Iht insurer's total adiusted caPital is are■ter

1•1 th•n or eaual to its r,aulatorv action lev•l risk based

17 caPital but less than its comoanv action lev•l risk based 

18 I CIPital j or 

19 b, If a lift and h1alth insurer, the J.osurer has total 

20 1diust1d c■Pital th■t is ar,ater thin or 1au1l to its companv

21 1ction l1v11 risk bastd c■Pit■l, but is leu th■n th, Pr0duct 

22 of its authorized control l1v1l risk b1s1d c■Pit•l and 2.5, 

23 and has a n1a1tiv1 trend; 

24 2, The notif1c1ti0n bv th, d1partm1nt to tht 1nsur1r 

25 of an 1diu1t1d risk b1s1d caoital r1P0rt that indic1t1s •n 

2& ,v,nt in subP1r1ar1Ph 1-, unl1ss th, 1nsur1r ch111,naes th1 

27 adjusted risk b■std capital rtPort undtr subsecticn CZ>; er 

3. If, under subsection CZ). an insur,r ch•ll1naes 10

1diust1d risk bastd c■Pital r10°rt th•t indicat,s an event in 

301 subpar11r1Ph 1-, tht uot1f1c1tion bv tb1 department to the

31 

7 
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1 insurer that the department has, after • hearing, rejected the 

2 insurer's challenge. 

3 (b) If a coinpany action level ev•nt occurs I the 

4 insurer shall prepare and submit to the department a risk 

S based capital plan, which must; 

6 1, Identify the conditions that contribute to the 

7 company action level event; 

e 2 Contain proposals of corrective actions that the 

9 insurer intends to take and that ar• reasonably expected to 

10 result in the elimination of the company action level event; 

11 3. Provide prqj■ctions of th• insurer's financial 

12 results in th1 current Year and at least the 4 succeed�ng 

13 years, both in th• absence of proposed corrective actions and 

14 giving effect to the proposed corr•ctiv• actions, includin9 

15 projections of statutory oper,tipg income, net income, 

16 capital, and surplus. The Projections for both new and 

17 renewal l�siness may include s■parat• projections for each 

18 major line of business and, if separate projections are 

19 provided, must separately idtotify e•ch significant income, 

20 expense I and benefit compqn■nt; 

21 4. Identify the key assumptions affecting the 

22 insurer's projections and th• sensitivity of the projections 

23 to the assumptions; and 

24 5. Identify the quality of, and problems associated 

25 with, th• insurer's business, inc}udipg, but not limited to, 

26 its assets, anticipated busin■ss growth ■nd associated surplus 

27 strain, extraordinary exposure to risk, mix of business, and 

28 any U3e of reinsurance. 

29 (c) The risk based capital plan must be submitted: 

30 1 Mithin 45 days after the cqmpagy action level 

31 event i or 

8 
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2, If the insur,r ch1lleno1s an 1diust1d risk b1s1d 
2 capital r•Port undtr subs1ct100 (7>, within 45 d•vs after 
3 not1f1c■tion to th, insurer th■t the deo•rtm■nt h■s, aft1r 1
4 hearing, rei1ct1d th1 +nsuror·s challenge. 
s (d) Hithin 60 d■va 1ft1r the submission bv 10 insurer
o of a risk b■sed c1P1t1l Plan to the dePartment, th■ d•P■rtrnent

7 sh■ll notify the 1nsur1r wheth,r the risk b111d c1Pit1l Pltn
a must bt i�e1,�ented or 11, in tht iudament of tha dtPartment,

9 unsatisfactorv, If th, dtP■rtm,nt d1t1rmin1s that tht risk
10 b■sed c1Pit1l Plan 11 uns1t1sf■ctorv, the notification to th,

11 1nsur1r must sit forth th, re■sons for the determination 1nd

12 �•v stt forth oroPosod r1visions- Upon notification from the
13 deoartment, the insurer shill or1P1re ■ revised risk bastd

caeit1l Plan, which mav incore0rate bv refer1nce anv revisions 
proposed bY the department, ■nd shall submit the r1vised risk 

16 b•sed c■Pit■l Pl•n to th1 department, 
11 1, Nithin 45 divs after the not1f1c1t1on from th,

1a d101rtm1nt; or

19 2- If the iosur,r ch1ll1na1s th, not1f1cat1on from the

20 d10,rtm1nt und1r subs1ction r71, within 45 davs ■tt,r 1

21 notif1c1t100 to th, insur,r that th, d101rt�1nt has, aft,r 1
22 h11rina, r•i1ct,d th, insurer·, chall1ng,. 
23 Ctl If th, d101rtntnt not+fi■a an insurer that th, 
24 insurer·, risk b111d c11it1l Plan or r1vis1d risk b1s1d 
2s caeital Plan is un11t11f1ctorv, the d1e1rtment m,v, at its 
2, discretion and s0bitct to th, insurer's riaht to I hearing 
27 under subsection CZ), so1c1fv in the not1fic1tion that tht 
A' notific■tion is a r,sulatorv •ction level ev,nt-

(fl Each dom1st1c 1DSU[I[ that tilts I risk btstd 
3D1 CIP1tll Plan or. revised risk baud CIP1t■l Plan with th,
31 d1oartment shill f1l1 1 coov of the risk b111d c1P1t1l Plan or 

9 
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4 1. Th■t state has a risk based c■pit■l law that is 

5 subst■ntially similar to paragraph (8)Ca>; and 

6 2. The insurance department of that state has notified 

7 the insurer of its request for the filing in writing, in which 

8 cas• th• insurer shall fil• a copy of the risk based capital 

, plan or the revised risk based capital plan in that stat• no 

10 later than the later of: 

11 •• Fifteen days after the receipt of notice to file• 

12 copy of its risk b■sed capital plan or revis•d risk based 

13 capital plan with the state; or

14 b. Th• date on which the risk based capital plan or

15 the revised risk based caeit•l plap is filed under paragraph 

16 (c) or paragraph Cd), 

17 C4)Cal A regulatory action l•vel ev■nt includes: 

18 1. Th• filing of a risk b•sed capital report by the 

1� insurer which indicates that the insurer"s total adjusted 

20 capital is areat■r than or •au■l to its authorized control 

21 leyel risk based capital but is lass than its r•au}atory 

22 action level risk based c■pitali 

2, 2- The notification by the d■partment to the insurer

2� of an adjusted risk bas•d capital report th�t indicates th■ 

25 ev•nt d•scribed in subparaaraPh 1,, unless the insurer 

26 challenges the adjusted risk based c■pital r1port under 

27 subsection (7); 

28 3. If, under subsection (?), the insurer challenges an

29
1 

adjusted risk based capital report that indicates the event 

30 described in subparagraph 1., the notification by the 

31 

10 
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11 deP1rtment to th, 1nsur1r thtt th1 department h■s, aft,r 1

2 he1rina, re1ect1d the in1ur1r's ch■llenae; 

3 4, Tht failur, ot th, insurer to file I risk b111d 

4 c1Pit1l report bY the filina date, unless th, insurer Provides 

5 an ,xelanation for such f■ilure which 1s satisfact0rv to the 

6 d101rtment and cur,s th1 failure within 10 days after th, 

7 filina date i 

8 5. The failure of the insur1r to sub�it a risk based

91 capit■l Plan to th1 d0Partmtnt within the time period s■t

10 forth in P■[l9[■Ph (3)Cc); 

11 

12 

§. N°t1fic1tion bY tbt dtPartm,nt to the ioaurer that:

•· Thi risk based caPit•l Plan or the revised risk

131 based capital Plan subm1tt1d bv the insurer is, in the 

'1 Judgm1nt of the deP•rt111nt. unsatisfactory i and 

, b- Thia notificat1on constitut,s a reaulat0rY action

161 l■vel event with r,seect to the insur,r, unless th■ insur,r 

17 chall■naes the dat,rmin•tioo under subsection C?); 

18 7. If, under subs1cti0n (?}, th• insur,r challenges a

19 det1rminatian bv the deP■rtm•nt undtr suboar■araPh ,. , tbt 

20 notification bY the dePartment to th, insurer that the 

21 d•p•�tment has, aft•r • hearina, r,1,cted the ch•ll•na1i 

22 §. ffotificatian bv the dlP■rtment to tht insurer that 

23 th, insurer h•s tailed to adhere to its risk based c■Pit■l 

24 Plan or rav1s1d risk ba11d caoit1l Pl•n, but onlv if this 

25 failure has a substantial adverse tffect on the ability of the 

2D insur■r to eliminate th, comPanv ■ction level event in 

27 accordance with its risk based capital Pl•n or revised risk 

�a b111d c•p1tal Plan and th• department has so stated in the 

notification, unl1ss th■ ins0r,r ch■ll•na•s th, d1t1rminat1on 

301 under subsection (?)i or 

31 

11 
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,. If, und•r subs•ction {?), the insurer challenges a 

2 d•termin■tion by the dep■rtment under subp■r■gr■ph 8., the 

3 notification by the department to the insur,r that the 

4 depart�ent has, after■ h■■ring, rejected th■ challenge. 

S Cb) If• r■aul■tory ■ction l•v•l ev,nt occurs, th■ 

6 d■partment shall: 

7 1. Require the insurer to prap■re and submit ■ risk 

8 b■sed capital Plan or, if applic■blt, ■ r•vised risk b■sed 

' capital Plan; 

10 2. Perforffl ■n eX■fflination pursuant to section 624.316,

11 florid■ Statutes, or an ■n■lysis ■s th• department considers 

12 necessary of the assets, li■biliti•s, and oP•r•tions of the 

13 insurer, including a review of th• risk based capital Pl■n or 

14 the ravis•d risk b■s1d c■pital Plan; and 

15 3. After the examination or analysis, issue a

16
1 

correctiv• order specifying such correctiv■ actions as the 

17 d•P•rtment d■terfflipes ara r,quired. 

18 Cc) In d■termininq corrective actions, the department 

19 shall consider any factor r•levant to the insurer based upon 

20 the department's 1x1mination or analysis of the ass■ts, 

21 li■bilities, and operations of tha insurer, including, but not 

22 l;mited to, the r■sults of any sensitivity tests undertaken as 

23 provided in the risk based capital instructions. Th• risk 

24 based capital plan or th, r•vis■d risk based capital plan fflust 

25 bl submitted; 

26 1. Mithin 45 days after th1 occurrence of the 

27 r,aulatory action l•v■l event; 

28 2. If the insurer challenges an adjusted risk based 

2, capital report under subsection (7), within 45 days after th, 

30 notification to th• insurer that the departffl•nt has, after ■

31 h11rina, r•jected the insur•r's chall■nq1; or 

12 
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3- It tho insurer chall■naes a revised risk based
2 caeit1l elan under subsection (Z), within 45 days after the 
3 notification to tho insurer th■t th■ d■P•rtfflent has, after■ 

4 hearing, rejected th, insur,r's challenge. 
5 (dl The dePartment mav retain actuaries, investment 

6 exPerts, and other consultants to review an insurer's risk 

7 based c1P1tal Pl■n or revised risk based c1Pital plan, ex■fflint 

a or onalvze th• assets, liabilities, and oPerations of an 

9 insur,r, and formulate tht c0rr,ctive 0rder with respect to 
10 the insur1r- The fees, costs, and exPenses relating t0 

11 consultants must bl b0rne bv th• affected insurer or bv anv 

12 other Partv ■s dir■cted bv the department-
13 CS)C1) An authorized control lev11 event includes; 

1, Th• filing of I risk based capital reP0rt bv the 
insurer which indicates that the insurer's total pdjustad 

161 c1Pit1l is ar,ater than or eaual to its m■ndat0rv c0ntr01 

't 

17 level risk based capital but is less than its 1uthorized 
la control l■vel risk based capital; 
19 2- Th, n°tification bv th, dePartm1nt to th, insurer
20 of an adJusted risk based c1P2t1l rePort that indicates the 

21 event in suboaraaraPh 1,, unl,ss the insur,r ch•llenaes the 

22 adjusted risk based caPital report und•r subsection C7);

23 3. If, und1r 1ubs■ct10n (7), th■ insurer challenges an

24 ad1usted risk based caPital r•nort that indicates the event in 

25 subparagraph 1,, notification bY the deoartm•nt to th1 insurer 
26 that the department has, after I baarin9, rejected th• 

27 insurer's challenge; 
�a 4. The failure of the insurer to r1spopd, in a m•nner 

) s•tisfactorv to the department, to a corrective order, unless 
30 the insurer challena,s th, corr1ctiv1 order under subsection 

31 (?l; or 
13 
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l 5. If the insurer challenges a corrective order under

2 subsection (7) ■nd the department has, after • hearing,

3 rejected th■ challeng• or modifi•d th1 correctiv■ order, the

4 failure of the insurer to respond, in a manner satisfactory to

5 the department, to the corrective order after rejection or

6 modification bv the department.

7 Cb) If an authorized control level event occurs, the

& deo■rtment shall:

, 1, Tak• any ■ction reauir•d under subs■ction C4J

10 regarding the insurer with respect to which a re•ul■tory

11 action l•vtl ev,nt has occurred; or

12 2 If th• department considers it to be in the best

13 inter1sts of th1 pol1cyh9ld•rs and cr1ditors of the insurer

14 and of the public, take any action as n•c•ssary to cause the

15 insurer to b■ placed und■r regulatory control under chapter

16 ,31 1 Florida Statutes- An authorized control level event is

17 sufficient around for the depart�ent to be appointed •s

18 receiver as provided in ch•Pt•r 631, Florida Statutes.

1, {6)(a) A mandatory control lev1l event includes: 

20 1 Th• filing of a risk bastd capital report that 

21 indicates that th! insurer's total adjust1d capital is less 

22 than its �andatory control l•v•l risk based capital; 

23 2, Notification bv the d•P■rtm1nt to the insurer of an 

24 adjusted risk based capital report that indicates the event in 

25 subp1raaraoh 1,, unless th, insurer challenges the adjusted 

26 risk based capital report under subs•ction (7); or 

27 3. If, und•r subsection (7), the insurer challenges •n 

28 1diusted risk based capital r•port that indicates the event in 

2, subP1r1ar1oh 1,, notific■tion bv th• departmtnt to th• insur,r 

30 that the department has, after • h••rina, r1jected the 

31 insur•r·s ch•ll•na,. 

14 
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l 

2 1- Mith r•sPect to a life ■nd health insurer, th, 

3 dtP■rt"llnt shall, afttr due cons1der1tion of,. 624-400, 

4 Florid, Statutes, t■kl IDY action DICISS![Y to blace th1 

s insurer under reaulatorv c0ntcol, includins snv remedy 

6 1vail•ble under ch■Pter 631, Florida Statutes- A mandatorv 

7 control l1vel event is sufficient ground for th, department to 

e b1 oPoointed ■s r1c11v1r as Provided 10 chapter ,31, Florida 

9 Statutes- The d■Partm,nt mav for■g9 t1king action for UP to 

10 90 d1Ys 1ft1r th, m1ndat0rv control lavel event if tho 

11 department finds there is I r11sonabl1 1xpect■tion that th, 

12 mandatory control levtl event mav be 1l1minated within the 

13 ?O-dav Period• 

' 2. Mith r1sPect to■ oropertv and c■sualtv 1nsur1r,

.5 the deP1rtm1nt sh•ll, after du1 consideration of s, ,24-400, 

16 Florida Statutes, t■kt ■nv 1ction n■c1ssarv to Pl•ce the 

17 insurer und•r r1gul1torv control, including anv remedy 

1a 1v1ilabl1 undtr chaeter §31, flor1d1 Statutes, or, in the case 

19 of an insurer that is not writing new business, mav allow the 

20 insurer to c0nt1nu1 to oeer1t1 under th, supervision of the 

21 department- In 11th1r CISI, tht mandatory control level ,vent 

22 is suffic11nt around for tht dePartment to be appointed 13 

23 r1ceiver 13 pravidtd in ch■Pttr 631, flor1da Statutes. Thi 

24 deo■rtment mav for1so taking action for up to 90 days ■ft,r 

2S the m1nd1torv control level avant if the d1p•rtment f1nds 

26 there is I r,asonabl• 1xnect1t1on that the mand1torv control 

27 level event will bl 1limin1t1d within the ,o-daY Ptriod . 

•• C7>(al An insurer has I right t0 a h1ar1ng bef0r, the

� I d1Partment ueon i

30 1, Notification to an 2nsur1r bv the d1b■rtment of an 

3111d1usted risk b■std c■eit■l r,nort; 

15 
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2- Notific■tion to ■n insurer by th• department that

2 the insurer's risk b•s•d capital plan or revised risk b■s■d 

3 capital Pl■n is unsatisfactory, and that the notification 

4 constitutes a r■oul■tory action level event with resp■ct to 

5 such insurari 

' 3. Notification to any insur1r bY the d•partment that

7 th■ insurer has failed to adhere to its risk based capital 

8 pl•n or revised risk based capit■l Pl•n ■nd that the failure 

9 has • substantial advtrs, tffect op the ability of the insurer 

10 to eliminat■ th• co�p•nY action l•vel event in accordance with 

11 its risk based capital Plan or its revised risk based capital 

12 plan; or 

13 " Notification to an insur1r bY the departm■nt of a 

14 correctivt ordtr with r•so•ct to th• insurer. 

15 (b) At such h■■ring the insurer may challeng■ any 

16 determination or action bv th■ dapart�ent, The insurer shall 

17 notify th1 department of its request for a hearing within 5 

18 days after receipt of th■ notific•tion by the department under 

19 this subs1ction, Upon rece;pt of the r1auest for a hearing, 

20 the department shall set a date for the hearing, which date 

21 �ust be no less th•n 10 nor �or• than 30 days after the date 

22 the department receives th• insurer's request. The hearing 

23 must bt conduct1d as provided in section ,24.324, Florid■ 

24 Statutes, with th■ right to app1llat1 review under section 

25 120.,s, florjda Statutes, 

26 (8)(al Any foreign insurer shall, upon th■ written 

27 request of the dtPartment, submit to tht department • risk 

28 based c•pit•l r•port, as of the end of th1 calendar year just 

29 ended, no later than th1 later of: 

30 1. Th• dat■ a risk based c■pit•l report is required to 

31 be fil■d bY a domestic insurer under this sectioni or 

16 
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2. f1ft110 davs 1ft1r th, reauest ia r1ce1ved bv th•

2 f foreign insurtr. 
3 Cb) Anv foreiao insurtr shill, uPon the written 

4 reau,st of th, d101rtm1nt, Promotlv submit to th, d1Partment 1 
5 copy of anv risk based capital Plan that 11 filed with the 

& insurance dePartment of another st■t,. 
7 Ccl Tht deP•rt�,nt mav reauir, 1 foroisn insurer to 

a I fill a risk based caP1.t1l Pl■n if; 
9 1. A comP■nv action level ,v,nt, reaul1torv ■ction

10 level ev,nt, or 1uthoriz1d control level 1vent occurs with 

11 respect to anv foreian insurer 11 determined under the risk 

12 based capital law of tht st■tt of dom+cile of tho insurer, or, 

13 if there is no risk based c1P1t1l law in that stat,, under 

'f this section, 
_5 2. Thi insur•nct d101rtment of the st1t1 of do�1c1le

10 of the for11an insurer fails to roouire the for,ian insur,r to 

17 file I risk based c1oit1l Plan in tb1 �anner specified under 
1a the risk based c•Pital l■w of that state, or, if there is n° 

19 risk based c■Pit■l l■w in th■t stat■, under subs1cti0n C3). 
2D 

21 The failure of the foreian inauror to fill I riak based 

22 capital plan with the department when reau1r1d und,r this 

23 P■rasraPh 11 1 around for th, department to take anv action 

24 under section 624-410, florid• Statutes, which it determines 
25 J.S n1cessary. 

26 Cdl If■ m1nd1torv control l1vel 1v1nt occurs with 

27 respect to anv foreign insur,r ■nd ■ dom1cil11rv receiver baa 

�a not been aPPoint■d with rese1ct to the foreian insurer under 

� t.h!t...rehab1lit1t1on and liau1d1t1°n law of the state of 

30 domicile of tht for1ian insur,r, the deo■rtm,nt mav aPPlY to 

31 the Circuit Court of Lion Countv ■nd such 1v1nt constitut11 
17 
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1 grounds for the department to be ■PPointed as receiver as 

2 provided in chapter 631, Florida Statutes, with respect to the 

3 liquidation of Property of foreign insurers found in this 

4 state. The occurrence of • mandatory control ltvel event is • 

5 ground for such application. 

6 (9) There shall be no liability on the part of, and no 

7 cause of action sh•ll arise against, the commissioner, the 

8 depart�ent, or its employees or agents for any action taken by 

q them in th• P•rformance of their pow1ra ■nd duti•s under this 

10 section. 

11 (10) The department shall transmit •nY notice that may 

12 result in regulatory action bv r•aist•red �ail, certified 

13 mail, or any other method of transmission- Notice is 

14 effective when the insurer receives it. 

15 (11) For the purposes of th■ risk based capital 

1, reports required to be filed by lifa and health insurers with 

17 raspect to their 1,97 annual statemtnt data and the risk based 

18 capital reports required to be filed by property and casualty 

19 insurers Mith respect to their 1,,z annual statement data, the 

20 following reauir,�•nts apply in lieu of th• provisions of 

21 subsections (3), (4), (5), •nd (6): 

22 (a) If a company action level avant occurs with 

23 respect to a domestic insur■r, the dtP■rtment may not tak, any 

24 reaulat9ry action. 

2S Cb) If a regulatory action l1val ■vent occurs und•r 

26 subparagraph 1. 1 subparagraph 2. 1 or subparagraph 3. of 

27 paragraph C4)(a), the department shall t•ke the actions 

28 required under subsection (3). 

2, Cc) If a regulatory action level event occurs under 

30 subparagraph 4. 1 subparagraph 5, 1 subparagraph 6., 

31 subear■araPh 7., subparagraph 8,, or sybparaaraph 9. of 

18 
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l Paraar■Ph <4>{a>, or ID authorized control level event occurs,
2 the department shall takt the actions required under

3 subsection c41.

4 Cd) If■ mandatory control level 1vent occurs with

51 respect to ID insur•r, the deeartment sh•ll take the actions
6 required under subsection < S l • 

7 c121 This section is supplemental to the other l•ws of 

a this state and does not Preclude or limit any power or duty of 
9 the department under those l•ws or under the rules adopted 

10 under those l■WS• 
11 (131 This section d0es not IPPlY to■ domestic 

12
1 

property and casualty insurer that meets 111 of the following 

13 conditions: 

·4

.5

lb

17 

Ca) 
(bl 

less i and 
(cl 

Krites dir1ct busln•ss only lP this stat•i 

!rites �ir1ct ■nnu•l premiums o{ t2 million or

6ssumes DO reinsYrlDCI in 1�c1ss of 5 percent of
l&I direct premiu� written, 
19 (141 The department mav adopt rules to administer this 

20 section, including, but not limited to, those regarding risk 

21 based capital reeorts, adjusted risk based capital reports, 

22 risk based capital Plans, corrective orders and procedures to 

23 be followed in the event of a triggering of a company action 

24 level event, 1 reaulatorv action level event, an authorized 

25 control level event, or a mandatory control level event-

26 Section 2. Assets of insurersi reporting 

271 reauirements,--
28 

9 

C1) As used in this section, the term: 
c • > ""Material ■cguisitioo of assets" or "mat•ri•l 

301 disposition of as�ets" me1ns one or more tr1nsactions 

31 occurring durina anv 3O-dav Period which ■re nonrecurring and 
19 
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1 not in the ordinary course of business and involve �or• than 5 

2 percent of th• reeortina insurer"s total admitted assets as 

3 rePorted in its more r•c•nt statutory statement filed with the 

4 insuranc• deP■rtment of th• insurer"s stat, pf domicile. 

5 {b) "'Nat•rial nonrenew■l, cancellation, or revision of 

6 a ceded reinsuranc, asr,■m•nt"' is one that affects: 

7 1, Mith respect to Property and casu■ltY business, 

a including accident and h■alth busin1ss writt,n by I property 

, and casualty insur•r: 

10 a. nor• than 50 percent of the insurer"s total ceded 

11 written Pr•mium; or 

12 b- Nore than SD percent of thl insurer's total ceded

13 1nde�nitY and loss-adjustment restrves, 

14 2, Mith respect to life, annuity, and accident and 

15 health business, more than SO percent of the total reserve 

16 credit taken for business ceded, on ■n annualized basis, as 

17 indicated in the insur■r•s most recent annu•l statement. 

18 3. Nith respect to property and casualty business or

19 life, annuity, and accident ■nd htalth business, • material 

20 r•vision includ•s, 

21 a. Th• replac•m,nt of an authoriztd rtinsurer 

22 representing �or• than 10 P•rcent of I total cession by one or 

23 Mor• unauthorized r•insurersi or 

24 b, The reduction or waiver, with respect to one or 

25 �ore unauthorized insur,rs, of or,viously 1stablish•d 

2, collat,r■l r,auirenents rePr•s1ntina mor, than 10 Percent of a 
27 total c1ssion. 

28 (2) Each domestic in3ur•r shall file■ report with the 

2, Qepartntent of Insuranc• disclos1ns I mat•ri•l acquisition of 

30 assets, a m■t1rial disposition of assets, or■ material 

31 nonr1newal, cancellation, or revision of I ced•d reinsurance 

20 
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1 agreement, unless the material acquisition or disposition of 

2 assets or th• material nonrenewal, cancellation, or revision 

3 of a ceded reinsurance agreement has been submitted to the 

4 department for review, approval, or informational purposes 

5 under another section of the Florida Insurance Code or a rule 

6 adopted thereunder. A copy of the report and each exhibit or 

7 other attachment must be filed by the insurer with the 

8 National Association of Insurance CoMmissioners, The report 

9 required in this section is due within 15 days after the end 

10 of the calendar month in which the transaction occurs, 

11 (3) An im�aterial acquisition or disposition of assets 

12 need not be reported under this section. 

13 (4)(a) Acquisitions of assets which are subject to 

,4 this section include each purchase, lease, exchange, merger, 

; consolidation, succession, or other acquisition of assets. 

16 Asset acquisitions for the construction or development of real 

17 property by or for the reporting insurer and th■ acquisition 

18 of construction materials for this purnose are not subject to 

1, this section. 

20 (b) Dispositions of assets which are subject to this 

21 section include each sale, lease, exchange, merger, 

22 consolidation, mortgage, hypoth■cation, assignment for the 

23 benefit of• creditor or otherwise, abandonment, destruction, 

24 or other disposition of assets. 

25 (5)(■) The fol}oNinq infor�ation must be disclosed in 

26 any report of■ material acquisition or disposition of assets: 

27 1. The date of the transaction; 

28 2, The manner of acquisition or disposition; 

3. The description of th• assets involved;

5D1 

4. The nature and ■Mount of the consideration given or

31 received; 

21 
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5- The purpose of, or r1a100 for, the transactioni

6- Th• manner by which tbt amount of consideration waa

3 d1term1oed ; 

4 7. Th• aaio 0r losa recogoiztd or realized as I result 

s of the transactioni and 

• A, Thi name of tht PICSOD from whom the !SSltl Wirt

7 1cau1r1d or to whom thtY w1r1 diseosed-

8 Cbl Insurers must report material acquis1ti0ns or

9 disvositions on a nonconsol1d1t1d b1s1s unless the insur1r is

10 Part of• consolidated arouP of insurers which uses• Poolina

11 arranaem•nt or a 100-oercent r11nsurance agreement that

12 affects the solvency and 1ntear1tv of the insurer's reservts

13 ■nd the insurer has ceded subataotiallY 111 of its dir1ct and

14 assumed business to th• Pool, An insurer is deemed to hive

lS c1ded substantially 111 of its direct and assumed business to

16 a Pool if th1 insurer has less than !1 million in total direct

17 and assumed written premiums during■ calendar vear which are

18 not subiect to a pooling ■rranaemtot and if th1 net income of

19 tht business which is not subJect to the pooling arrangement

20 rePresents less than 5 p■rcent of tht insurer's capit1l and

21 surplus,

22 (6) The nonrenewal, c1ncollation 1 or revision of a

23 c,ded r■insurance agreement n1ed not be reported if the 

24 r,newal or the revision is not material or if; 

25 Cal Mith respect to property and casualty business, 

26 including accident and health business written by a property 

27 and casualty insurer, the insurer's total ceded written 

28 premiu� rePresents, on an annualized basis, less than 10 

29 Percent of its total writt1n Pr,�ium for direct and assumtd 

30 busl.DISSi or 

31 

22 
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1 (b) Mith respect to life, annuity, and accident agd

2 health business, the total reserve cr•dit taken for business 

3 ced■d r•presents, on an annualized basis, less than 10 percent 

4 of the statutory reserve requirement before the cession, 

5 (?l(a) The following information �ust be disclosed in 

6 any report of ■ material nonr•n■wal, canc■l}ation, or revision 

7 of a ceded reinsurance agreement: 

8 1. The effective date of the nonr■new■l, cancellation, 

, or revision; 

10 2. The description of the transaction and the 

11 1deqtif1cation of the initiator of the transaction; 

12 3. The purpose of, or r■ason for, the transaction; and 

13 4. If applicable, th■ identity of each repl■ce�ent 

14 reinsur■r, 

.S Cb) Insurers shall report the material nonr■newal, 

16 cancellation, or revision of a ceded reinsurance agreement op 

17 a nonconsolid■ted basis unless the insur■r is part of a 

18 consolid■t■d group of insurers which uses a pooling 

19 arrangement or a 100-percent reinsurance aqr■■ment that 

20 affects th■ solvency and integrity of the insurer's reserves 

21 and th■ insurer has ceded substantially all of its dir■ct and 

22 assumed business to the pool. An insurer is deemed to have 

23 ced■d substantially all of its dir■ct and assumed business to 

24 a pool if th■ insurer has less than $1 million in total direct 

25 and assumed writt•n premiums during a calendar year which are 

26 not subject to a pooling arrangement and if the net income of 

27 the business not subject to the pooling arrangem■nt represents 

28 less than 5 percent of the insurer's capital and surplus. 

9 Section 3. Subsection (1) of section 624.3161, Florida 

30 Statutes, is ■mended to read: 

31 624.31,1 Mark•t conduct examin•tions.--

23 
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l (1) As oftan as it deams necessary 1 and-not-less

2 freq■entlJ-than-each-5-Je■rs; the department shall examine 

3 each licensed rating organization 1 each advisory organization, 

4 each group, association, or other organization of insurers 

S which engages in joint underwriting or Joint reinsurance, and 

6 each authorized insurer transacting in this stat• any class of 

7 insurance to which th• provisions of pert-I-of chapter 627 are 

a applicable. The examination shall be for th• purpose of 

, ascertaining compliance by the person examined with th• 

10 applicable provisions of chapters 624, 626, 627, and ,35. 

11 Section 4. Paragraph (d) of subsection (8) of section 

12 624 424, Florida Statutes, is anended to read· 

13 

14 

624.424 Annual statement and other information.-­

(S) 

15 Cd) An insurer may not us• th■ same accountant or 

16 partner of an accounting firm responsible for preparing the 

17 report required by this subsection for more than Z 5 

18 consecutive years. Following this period, the insurer may not 

1, use such accountant or partner for a period of 2 years, but 

20 may use another accountant or partner of th■ same firm. An 

21 insurer may request the department to waive this prohibition 

22 based upon an unusual hardship to th• insurer and a 

23 determination that the accountant is exercising independent 

24 judgment that is not unduly influenced by the insurer 

25 considering such factors as th■ number of partners, expertise 

26 of the partners or the number of insurance clients of th• 

27 accounting firm; the premium volume of th• insurer; and th■ 

28 number of jurisdictions in which the insurer transacts 

29 business. 

30 Section 5. Subsection (5) of section 625 121, Florida 

31 Statutes, is amended to r■ad: 

24 
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1 625.121 Standard Valuation Law; life insur■nce.--

2 (5) MINDI.UPI STANDARD FOR VALUATION OF POLICIES AND

3 CONTRACTS ISSUED ON OR AFTER OPERATIVE DATE OF STANDARD 

4 N0NF0RFEITURE LAM. --

5 W Except as otherwise provided in subparagraph 8. 

6 para9raph-�hl and subsections (6), (11), and (14), the minimu� 

7 standard for the valuation of all such policies and contracts 

8 issued on or after the operative date of s. ,27.476 (Standard 

9 Nonforfeiture Law for Life Insurance) shall be the 

10 commissioners' reserve valuation method defined in subsections 

11 (7), (11), and (14); 5 percent interest for group annuity and 

12 pure endow�•nt contracts and 3 5 percent interest for all 

13 other such policies and contracts, or in the case of life 

'4 insurance policies and contracts, other than annuity and pure 

.> endowment contracts, issued on or after July 1, 1973, 4

16 percent interest for such policies issued prior to October 1, 

17 1979, and 4 5 percent interest for such policies issued on or 

18 after October 1, 1'79; and the following tables: 

19 L_tal For all ordinary policies of life insurance 

20 issued on th• standard basis, excluding any disability and 

21 accidental death benefits in such policies· 

22 �1� For policies issued prior to the operative date 

23 of s. 627.476(9), the commissioners' 1958 Standard Ordinary 

24 Mortality Table; except that, for any category of such 

25 policies issued on female risks, modified net pr■miuMs and 

26 present values, referred to in subsection (7), may be 

27 calculated according to an ag■ not mar■ than 6 years younger 

28 than the actual age of the insured; and 

R.:.,!� For policies issued on or ■ft•r th■ operative 

30
1 

data of s. ,27.476(9), the commissioners' 1980 Standard 

31 Ordinary Mortality Table or, at the election of the insurer 

25 
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l for any one or more specified plans of life insurance, the

2 commissioners' 1,ao Standard Ordinary Mortality T■bl• with 

3 Ten-Y•■r Select Mortality Factors. 

4 A.fbi For all industrial life insurance policies 

S issued on th• standard basis, excluding any disability and 

, accidental death benefits in such policies: 

7 9..:..1� For policies issued prior to the first date to 

a which th• commissioners' 1961 Standard Industrial Mortality 

9 Table is applicable according to s. 627.476, the 1941 Standard 

10 Industrial Mortality Table; and 

11 R..:..!� For such policies issued on or after that date, 

12 th• commissioners' 1961 Standard Industrial Mortality Table. 

13 Lfci For individual annuity and pure endowment 

14 contracts, •xcluding any disability and accid•ntal death 

lS benefits in such policies, the 1937 Standard Annuity Mortality 

16 Table or, at th• option of the insurer, the Annuity Mortality 

17 Table for 1949, Ultimate, or any modification of either of 

18 these tables approved by th• department. 

19 hfdi For group annuity and pure endowment contracts, 

20 excluding any disability and accidental death benefits in such 

21 policies, th• Group Annuity Kort■lity Table for 1951; any 

22 modification of such table approved by the department, or, at 

23 the option of the insurer, any of the tables or modifications 

24 of tables specified for individual annuity and pure endowment 

2S contracts. 

2b hfei For total and perman•nt disability benefits in 

27 or supplementary to ordinary policies or contracts. 

28 L.1� For policies or contracts issued on or after 

29 January 1, 1966, the tables of period 2 disablement rates and 

30 the 1930 to 1950 termination rates of th• 1952 disability 

31 

2, 
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1 study of the Society of Actuaries, with due regard to the type 

2 of benefit; 

3 k.,_!� For policies or contracts issued on or after 

4 January 1, 1961, and prior to January 1, 1966, either those 

§ tables or, at the option of th• insurer, the class three

6 disability table (1926); and

7 £..:..3� For policies issued prior to January 1, 1961, the 

8 class three disability table (192,l. 

• 

10 Any such table for active lives shall be combined with a 

11 mortality tabla per�itted for calculating the reserves for 

12 life insurance policies. 

13 !.t_ffi For accidental death benefits in or 

�� supple�entary to policies: 

� �1� For policies issu•d on or after January 1, 1966, 

1, the 1959 Accidental Death Benefits Table; 

17 P..:,_2- For policies issued on or after January 1, 1,61, 

18 and prior to January 1, 196,, either that table or, at the 

19 option of the insurer, the Intercomp■ny Double Indemnity 

20 Nort■lity Table; and 

21 £....!...3� For policies issued prior to January 1, 1961, the 

22 Intercompany Double Indemnity ftortality Tabla. 

23 

24 Either table shall be combined with a mortality table 

25 permitted for calculating the reserves for life insurance 

26 policies. 

27 L,_f9l For group life insurance, lif■ insurance issued 

28 on the substandard basis, and other special benefits, such 

tables as may be approved by the depart�ent as being 

30
1 

sufficient with relation to the benefits provided by such 

31 policies. 

27 
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L_fhi Exc•pt as provid•d in subs•ction (6), the 

2 minimum standard for the valuation of all individual annuity 

3 and pure •ndowl'lent contracts issued on or after th■ op■r■tiv• 

4 date of this paragraph and for all annuiti■s and pure 

5 endow119nts purchased on or after such oparat2va date under 

6 group annuity and pure endowment contracts shall be the 

7 commission■rs• r•sarv■ valuation method defined in subsection 

I (?) and th■ following tabl■s and interest rat■s: 

, A..,_1� For individual annuity and pure andow�•nt 

10 contracts issued prior to October 1, 197,, excluding any 

11 disability and accidental daath benefits in such contracts, 

12 th• 1971 Individual Annuity Mortality Tabl■, or any 

13 modification of this table approved by the department, and 6 

14 percent interest for single-premiu� immadiat■ annuity 

15 contracts and 4 percent interest for all other individual 

19 annuity and pura endowment contracts. 

17 R.t.!� For individual single-premium immediate annuity 

18 contracts issued on or after October 1, 1979, and prior to 

19 October 1, 1,a6, excluding any disability and accidental death 

20 benefits in such contracts, the 1,11 Individual Annuity 

21 Kortality Table, or any modification of this tabl• approved by 

22 th• department, and 7.5 percent interest. For such contracts 

23 issued on or after October 1, 1986, the 1983 Individual Annual 

24 nortality Table, or any modification of such table approved by 

25 th■ department, and th■ applicabl• calendar year statutory 

26 valuat2on interest rate as descr2bed in subsection (6). 

27 !i:..z.3� For individual annuity and pure endowment 

28 contracts issued on or after October 1, 1979, and prior to 

29 October 1, 1,a,, other than s1ngl•-pr•m1um immediate annuity 

30 contracts, excluding any d1sab1l1ty and acc2d•ntal d•ath 

31 benefits in such contracts, th• 1971 Individual Annuity 

28 
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l Mortality Table, or any modification of this table approved by

2 the department, and 5.5 percent inter■st for single-premium

3 deferred annuity and pure endowment contracts and 4.5 percent

4 interest for all other such individual annuity and pure

5 endow�ent contracts. For such contracts issued on or after

6 October 1, 1986, the 1983 Individual Annual Nortality Table,

7 or any modification of such table approved by the department,

8 and the applicable calendar year statutory valuation interest

q rate as described 1n subsection (6)

10 ��; For all annuities and pure endowments purchased

11 prior to October 1, 1,1,, under group annuity and pure

12 endowment contracts, excluding any disability and accidental

13 death ben■fits purchased under such contracts, the 1971 Group

'4 Annuity Mortality Table, or any modification of this table

S approved by the department, and 6 percent interest.

16 _L,5; For all annuities and pure endowments purchased

17 on or after October 1, 197,, and prior to October 1, 1,a,,

18 under group annuity and pure endowment contracts, ■xcluding

19 any disability and accidental death b■nefits purchased under

20 such contracts, the 1,11 Group Annuity Mortality Tabl■, or any

21 modification of this table approved by the department, and 7.5

22 perc■nt inter■st For such contracts purchased on or after

23 October 1, 1986, th■ 1983 Group Annuity Nortal1ty Table, or

24 any modification of such table approv■d by the department, and

25 th■ applicable c■l■ndar year statutory valuation interest rat■

26 as described in subsection (6).

27

�81 Aftec July 1, 1973, any insurer may file with the department a

written notice of its election to co�ply with the provisions 

301 of this paragraph after a specified date before January 1,

31 1979, which shall be the operative date of this paragraph for 

29 
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1 such insur•r. How•v•r, an insurer may elect a different 

2 operativ• date for individual annuity and pure endowm•nt 

3 contracts from that elected for group annuity and pure 

4 endowment contracts. If an insurer mak•s no such election, 

5 the operative date of this paragraph for such insurer shall be

, January 1, 1979. 

7 Cb> In li1u of th1 mort1litv t1bl1s so1cifi1d in this 

a subsection, ■nd subject to rules adopted bv the deo,rt�■nt, an 

9 insurance comPIDYi 

10 1- N■Y substitut1 th1 commiss1oner's 1950 Standard

11 Ord1n1rv Smoker and Nonsmoker Kortalitv I1bl1 or th, 

12 commissioner"s 195§ Extended Term Insurance Smoker and

13 Nonsmoker ttortalitv Table, whichever 1s IPPlicable, in lieu of 

14 the commission■r's 1900 St•ndard Ordin•rv Nortalitv T■bl• 

lS standards or tht commissioner's 1,00 Extended Term Insur•nc,

1, ttortality T1bl1 staod1rds, for pol1c1es issued on or after th1 

17 effective date of s, 62?-476(9)Ch)2, and befor1 Janu•rv 1, 

18 1UL 

19 2, nav substitute th• commissioner's 1980 St•nd1rd 

20 Ordinary Smoker and Nonsmoker nortal1tv Table or th• 

21 commission•r's 1900 Extended Term Insurance Smoker and 

22 Nonsmoktr ttort11;ty Table, whichever is aPolic1bl1, in lieu of 

23 the commissioner's 1900 §tand•rd Ordinary Mortality T•ble 

24 standards or the commissioner's 19&0 Extended Term Insuranc1 

25 ttortalitv Tabl• standards, 

26 3. Kav use the Annuity 2000 Mort•litv Table on an 

27 opt;on•l basis for determ1n1na the minimum standard of 

28 v1lu•t1on for individual annuity and pure endowment contracts 

29 issued on or after th, 1ffect1ve date of this section until 

30 the deo■rtment, on a dat• cert■in on or after Januarv 1, 1990, 

31 

30 
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l adopts by rule such t■ble for deter�ining the Mini�u� standard

2 for valuation purposes 

3 4 K■y us■ the 1994 Group Annuity Reserves Table on an 

4 optional basis for determining the minimum standard of 

S valuation for annuities ■nd pure endowMents purchased on or 

6 after the effective date of this section under group annuity 

7 and pure endowment contracts until the department, on • date 

8 certain after January 1, 1998, adopts by rule such table for 

q determining the minimum standard for valuation purposes. 

10 Section 6 Paragraph (h) of subsection(') of section 

11 627.476, Florida Statutes, is amended to read: 

12 627 476 Standard Nonforfeiture Law for Life 

13 Insurance.--

14 (9) CALCULATION OF ADJUSTED PREMIUMS AND PRESENT 

lS VALUES FOR POLICIES ISSUED AFTER OPERATIVE DATE OF THIS 

16 SUBSECTION.--

17 (h)_h All adjusted premiums and present values 

18 referred to in this section shall for all policies of ordinary 

1, insurance be calculated on the basis of the Commissioners• 

20 1980 Standard Ordinary Mortality Table or, at th■ election of 

21 the insurer for any one or more specified plans of life 

22 insurance, the Commissioners• 1980 Standard Ordinary Mortality 

23 Table with Ten-Year Select Mortality Factors; shall for all 

24 policies of indu�trial insurance be calculated on the basis of 

25 the Commissioners' 19,1 Standard Industrial Mortality Table; 

26 an� shall for all policies issued in a particular calendar 

27 year be calculated on the basis of a rate of interest not 

28 exceeding the nonforfeiture interest rate as defined in this 

2q subsection for policies issued in that calendar year. However: 

30 �1� At the option of the insurer, calculations for 

31 all policies issued in a particular calendar year may be rnada 

31 
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2 nonforfeitur• int•rest rat•, as d•fin•d in this subsection, 

3 for polici•s issued in the iminediat•ly pr■c•ding calendar 

4 year. 

S IL_!� Und■r any paid-up nonforfeitur• benefit, 

6 including any paid-up dividend additions, any cash surrender 

7 value avail■bl•, wh■ther or not required by subsection (2), 

8 ahall b■ calculated on the basis of th■ �ortality tabla and 

9 rat■ of interest us■d in dat■r�ining th• amount of such 

10 paid-up nonforfeitur• benefit and paid-up dividend additions, 

11 if any. 

12 2..i.3� An insurer may calculate th■ amount of any 

13 guaranteed paid-up nonforfeitura b■n•fit, including any 

14 paid-up additions undar the policy, on the basis of an 

15 interest rat■ no lower than that specified in th■ policy for 

16 calculating cash surrender values. 

17 s&..i.4� In calculating th■ present value of any paid-up 

11 term insurance with accompanying pure endowment, if any, 

19 offered as a nonforfeiture b■nefit, the rates of mortality 

20 assuned may be not mor■ than thos■ shown in th■ Com�issioners' 

21 1940 Ext■nded T■rm Insurance Table for policies of ordinary 

22 insurance and not more than th■ Commissioners' 1961 Industrial 

23 Extended Term Insurance Table for policies of industrial 

24 insurance. 

25 .1.:.s� For insurance issued on a substandard basis, the 

26 calculation of any •uch adjusted premiums and present values 

27 in,ay be based on appropriate modifications of th• 

28 afor•mentioned tablas. 

2, 2, In litu of th, martalitv tabl1s spec1f1•d in this

30 section, ■P insur■nc1 come■nv HY substitut,, subiect to rules

31 adoPttd bv the d1P1rtmtnt; 

32 

CODING: O.l■tions ar■ ■t��•keR; additions ar■ und■rlin.d. 



Florida House of Representatives - 1997 

230-226-97

HB 1943 

l a. The commissioner's 195& Standard Ordinary Smoker 

2 and Nonsmoker Mortality Table or the commissioner's 1,sa 

3 Extended Term Insurance Smoker ■nd Nonsmoker Mortality Table, 

4 whichever is applicable, for policies issued on or after the 

S effective date of this subparagraph and before January 1, 

6 1989. 

7 b. The commissioner's 1980 Standard Ordinary Smoker

8 and Nonsmoker Mortality Table or the commissioner's 1980 

9 Extended Term Insurance Smoker and Nonsmoker Mortality T■ble, 

10 whichever is applicable, for policies issued on or aft•r the 

11 effective date of this subparagraph. 

12 c. A mortality table which is a blend of the 

13 commissioner's sex-di:st;nct 1980 Standard Ordinary Kortality 

14 Table standards or the commissioner's sex-distinct 1980 

15 Extended Term Insurance Mortality Table standards, whichever 

16 is applicable, or a mortality table which is • bl•nd of the 

17 commissioner's sex-distinct 1980 Standard Ordinary Smoker and 

18 Nonsmoker Mortality Table standards or the commissioner's 

19 sex-distinct 1980 Extended T•rm Insurance Smoker and Nonsmoker 

20 Mortality Table standards, whichever is applicable, for 

21 policies subject to th• United States Supreme Court decision 

22 in Ari�ona Governing Committee v. Norris to prevent unfair 

23 discrimination in employment situation§. 

24 Section 7. Effective October 1, 1997, section 

25 627.4555, Florida Statutes, is amended to read· 

26 627.4555 Secondary notice --Except as provided in this 

27 section, no contract for life insurance issued or issued for 

28 delivery in this state on or after October 1 1 1997, covering a 

29 natural person 64 years of age or older or-owned-by-■-nataral 

30 person-64-years-of-age-or-older, which has been in force for 

31 at least 1 year, shall be lapsed canceled for nonpayment of 

33 
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l premium unless, after expiration of th• grace period, and at

2 l•ast 21 days prior to th■ •ffective date of &n:i such l..au§ 

3 canc■llati•n, the insurer has mailed a notification of I!:!£h 

4 impending poss1�l• lapse in coveras• ta th■ P011CYOWDlr owner 

§ of-the-pol1cr and to a specifi■d secondary addressee if such

, address•• has been designat■d in writing by nafl■ and address

7 by the pol1cyowner. An insurer issuing a life insuranc•

a contract on or aft•r October 1, 1ill. 19,s, shall notify the

, applicant of th■ right to d•signat■ a secondary address•• ll

10 the tim1 of aPPl1c1t100 for the Policv, on I form provided bv

11 th, insurer, ■nd at anv tim1 the Policy 11 in force, bv

12 submitting I writttn notict to th1 insurer cont11n1na th, name

13 and 1ddress of the secondarv addressee- for purooses of anv

14 lift insur■nce Policv which Provides I sr■ce P1r1od of mor■

1s than 51 divs for nonoavm,nt of premiums, th, notice of

1, imPtndins l•Pse in cov■r1s1 r1guired bv this s1cti0n shall bl 

11 Hil1d to th, eolicvowner and th, s1condarv ■ddresse, at ltast

18 21 davs Prior to th■ 1xpir1tion of tht ar,c1 Ptriod Provided

1, in such PolicY- This stction dots not aoolv to ■nv lift

20 in1ur1nc1 contract under which PrtmiuMs are P•vahle m0nthlv or

21 more fr1au1ntlv ■nd art resularlv collected bY a l1c1ns1d

22 ■sent or ar• Paid bv crtdit card or anv er11uthoriz1d chick

23 Processins or auto1D1t1c debit s1rvic1 of I fin,ncial

24 institution- For-pol1c1es-of-lif•-1n:s11rance-iss•ed-er-ren•••d

25 on-■r-aft■r-8ctoHr-1;-1995;-th■-1ns•r■r-shall-notify-the

2, awn•r;-at-least-ann•ally;-of-tha-right-to-d■si9nat■-a

27 s■cend■ry-addr■ss■■•

2a Section a. Effective Octob■r 1, 1,91, s■ction

2, 627.5045, Florida Statutes, is a11end■d to r•ad:

30 627.5045 Secondary notica.--ExcePt 11 Providtd in this

31 s1ction, no contract for an industrial life insurance policy

34 
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2 October 1 1 199?, for which premiums are paid �onthly, covering 

3 a natural person 64 years of age or older or owned by a 

4 natural person 64 years of age or older, which has been in 

5 force for at least 1 year, shall be lapsed canceled for 

6 nonpayment of premium unless, after expiration of the grace 

7 period, and at least 21 days prior to the effective date of 

8 such lapse cancellation, the insurer has �ailed a notification 

9 of such impending possible lapse in coverage to the 

10 policyowner owner-of-the-policy and to a specified secondary 

11 addressee if such addressee has been designated in writing by 

12 name and address by the policyowner. An insurer issuing an 

13 industrial life insurance contract on or after October 1, 199? 

14 1995, shall notify the applicant of the right to designate a 

15 secondary addressee at the time of application for the policy 

16 on a for� provided by the insurer and at any time the policy 

17 is in force by submitting a written notice to the insurer 

18 containing the name and address of the secondary addressee. 

lq This section does not apply to any life insurance contract 

20 under which pre�iums are payable monthly or �ore frequently 

21 and are re•ularly collected by a licensed agent. For-policies 

22 of-1nd•strial-life-insarance-1ssaed-or-renewed-on-or-after 

23 8ctober-1;-1995J-the-ins•rer-shall-notify-the-owner;-at-least 

24 annaallyJ-of-the-right-to-designate-a-secondary-addressee� 

25 Section 9 Effective October 1, 1997, section 628.801, 

26 Flot Lda Statutes, is amended to read 

27 ,28.801 Insurance holding companies; registration; 

28 regulation.--Every insurer which is authorized to do business 

29 in this state and which is a member of an insurance holding 

30 company shall register with the department and be subject to 

31 regulation with respect to 1ts relationship to such holding 

35 
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1 company as provid•d by rule or statute. The department shall 

2 adopt rules establishing the inforMation and form required for 

3 registration and the unner in which registered insurers and 

4 their affiliatas shall be ragulated. The rules shall apply to 

5 domestic insurers, foreign insurers, and commercially 

, doMiciled insurers, except a foreign insurer domiciled in 

7 states that are accredited by th■ National Association of 

8 Insurance Commissioners by December 31 1 1995. Except to the 

9 extant of any conflict with this cod■ 1 th• rules must include 

10 all requirements and standards of ss. 4 and 5 of th■ Insurance 

11 Holding Company System Regulatory Act and th■ Insurance 

12 Holding Company System Modal Ragulation of th• National 

13 Association of Insurance Commissioners, as the R•gulatory Act 

14 and the nodel Regulation existed on January 1, 1997 1993, and 

15 nay include a prohibition on oral contracts between affiliated 

16 entities. Upon request, the department May waive filing 

17 r■quiramants under this section for a domestic insurer that is 

18 th• subsidiary of an insurer that is in full compliance with 

1, th■ insurance holding company registration laws of its stat■ 

20 of domicile, which stat■ is accredited by the National 

21 Association of Insurance Commissioners. 

22 Section 10. Except as otherwise provided herein, this 

231 act shall take affect upon becoming a law. 

24 
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Florida Hous■ of Representatives - 1,97 

230-22,-,1

• ••••••••••••••••••••••••••••••••••••••••

HOUSE SUKKARY

HB 1,43 

Requires domestic insurers, including �roperty and 
casualty insurers and life and health insurersL and
foraign insurers to submit to the Department or 
Insurance, upon request, a report relating to their risk 
based capital. Requires do�estic insurers to file with 
the department ■ report of their assets or th■ir ced■d 
reinsurance agreements Provides exceptions. Provides 
definitions and reporting requirements. Prescribes 
authority of the department and authorizes the department 
to ■doet rules. Deletes a limitation on the frequency of 
seecified market conduct exa�inations. Increases time 
limitations on insurers for preparing annual re�orts and 
other information Specifies application of dividends or 
premium refunds for purposes of calculating annual 
assessments for the Special Disability Trust Fund and 
expenses of administration. Authorizes insurance 
companies to use substitute �ortality tables for purposes 
of valuation of insurance policies. Revises provisions 
requiring notice to policyowners and secondary addressees 
of impending lapse of life insurance policias. Se■ bill 
for details. 
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HOUSE OF REPRESENTATIVES 
COMMITTEE ON 

FINANCIAL SERVICES 
BILL RESEARCH & ECONOMIC IMPACT STATEMENT 

BILL# HB 1943 
RELATING TO: Insurance 

SPONSOR(S): Representative Mackenzie 

STATUTE(S) AFFECTED: 624.3161, 624.424, 625 121, 627.476, 627 4555, 627.5045, and 
628 801, F S 

COMPANION BILL($)· SB 620 (c), CS/2nd ENG/SB 794 (c), CS/S 1456 (c) 

ORIGINATING COMMITTEE(S)/COMMITTEE(S) OF REFERENCE: 
(1) FINANCIAL SERVICES
(2)
(3)
(4)
(5) 

SUMMARY· 

The National Association of Insurance Commissioners (NAIC) requires states that subscribe 
to its accreditation program to adopt two additional solvency-related model acts in order to 
maIntaIn accreditation· ( 1) the Risk-Based Capital for Insurers Act requires domestic 
insurers to annually calculate certain capital levels for the company, based on a NAIC 
formula. The insurer is then monitored by comparing its actual capital level and its nsk­
based capital levels; (2) the Material Transactions Act defines "material" acquIsI1ions and 
d1sposItIon of assets, and certain reinsurance transactions, for which insurers must file 
reports to disclose the context of the underlying transactions. Florida has not adopted these 
requirements, which may jeopardize its accred1tat1on The bill would adopts both acts 

The bill contains a series of revIsIons affecting the DOl's regulatory authority over insurers. 
Additionally, revIsIons are included that are intended as clarifying changes in notice 
requirements for life insurance policies that cover persons 64 years of age and older, to 
ensure that these policies do not lapse simply because premium payments were missed 
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II. SUBSTANTIVE RESEARCH

A PRESENT SITUATION.

Accreditation 
In response to concerns over the fiscal stability of insurance companies, the National 
Association of Insurance Commissioners (NAIC) implemented an accred1tatIon system 
for states. The NAIC accreditation process prescribes a system of laws and regulations, 
regulatory practices, and insurer organizational standards which states should use In 
regulating insurers. The goal is to strengthen state regulation of insurer solvency. 

Because Florida is accredited with the NAIC, the examination reports and other filings 
by insurers domiciled in this state are accepted to meet the Jurisdictional requirements in 
other accredited states. Florida also accepts similar reports of insurers domiciled 
outside of the state, if originally filed In accredited states. Additionally, regulatory 
exemptions granted to insurers domiciled in accredited states may be reciprocal, for 
example, Florida's insurance holding company law applies to Florida domestics and to 
insurers domiciled in non-accredited states 

The accreditation process also gives the DOI a level of assurance that insurers 
domiciled in other accredited states are solvent, because the process acts as a type of 
national review of these interstate companies Each accredited state relies on sister 
states to regulate the solvency of insurers domiciled in their respective state, consistent 
with national standards. In the last several years, accreditation has been viewed as an 
alternative to a program of federal regulation of insurer solvency, as proposed by the 
former chair of the U.S. House Committee on Energy and Commerce, Rep John Dingell. 
The NAIC reports that 32 states have adopted the Risk-Based Capital Act In some form 
and 28 states have adopted the Disclosure of Material Transactions Act In some form 

The NAIC accreditation standards require states to adopt two additional solvency­
related model acts in order to maIntaIn accred1tat1on. States were required to adopt the 
Risk-based Capital for Insurers Act by the end of 1996, and the Material Transactions 
Act by the end of 1995 According to a letter from the accreditation manager of the 
NAIC, "failure to adopt these two acts or provide substantially similar protection through 
some alternative means by the due date could result in suspension of [Florida's] 
accreditation." Because of extensions granted to the DOI by the NAIC, Florida remains 
accredited despite the fact that the deadlines for adoption of these standards have not 
been met According to the Department of Insurance (DOI), the oversight tools provided 
by these model acts would greatly enhance regulation, even if accreditation were not 
conditioned upon their enactment 

--Risk-based Capital 
Risk-Based Capital (RBC) is a method of fInancIal review of insurance companies which 
measures the minimum amount of capital necessary to support their overall business 
operations, given the size and risk profile of the respective companies. The capital 
requirements generally are assessed against four types of risk: (1) asset risk, (2) credit 
risk; (3) underwriting risk; and (4) off-balance sheet risk. 

--Disclosure of Material Transactions 
Material transactions disclosure is a tracking process which requires insurers to disclose 
major transactions involving the acquisition or d1spos1tlon of corporate assets. One 
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recent insolvency is cited by the DOI to illustrate the need for this type of oversight The 
DOI recently reached a settlement with Guaranty Security Life Insurance Company in 
which the company paid a fine of $20 million. A principal allegation against the 
company was that, prior to submitting one of its annual reports to DOI, the company 
completed accounting transactions which misrepresented ownership of certain assets, 
and distorted the company's financial condition. After the report was filed, the 
transactions were reversed. The disclosure required under the model act would have 
aided the DOI in assessing the company's true condition, and allowed an earlier 
response 

Market Conduct Examinations and Financial Reports 
The DOI is required to conduct compliance examinations of insurers who operate In 
Florida and transact business under Part I of Chapter 627, F.S. Currently, the market 
conduct examination requirement applies only to insurers governed by Part I of Chapter 
627, which covers property, casualty, and surety insurance and specifically does not 
cover health insurance However, the department has stated that it relies on the general 
examination authority of s. 624 316 to perform market conduct examinations of health 
insurers. 

Insurers must file annual financial reports with the DOI, and must sanction an annual 
financial audit to be conducted by an independent certified public accountant. Section 
624.424(8)(d), F.S , restricts use of the same accountant or partner in the same 
accounting firm for more than 5 years In succession to conduct the financial audit, 
unless there Is a two-year break in the use of the accountant or accounting firm This 
requirement was adopted in 1991 for the purpose of lim1t1ng any undue influence an 
insurer might have over the independent audit The NAIC Model Rule Requiring Annual 
Audited Financial Reports contains a s1m1lar provision, but the NAIC model allows an 
insurer to use the same accountant for 7 consecutive years. 

Life Insurance Valuation 
Section 627 476, F.S., is the Standard Nonforfeiture Law for Life Insurance. Pursuant to 
this statute, a default of premium payments under a life insurance policies sold in 
Florida, after at least one year in force, cannot result In forfeiture of policy benefits 
Instead, a paid-up benefit must be paid to the policyholder in default, calculated as 
provided in this section. Section 625.121, F S., requires the DOI to annually value the 
reserve liabilities for all outstanding life insurance policies, annuities and endowment 
contracts covered by insurers doing business in Florida. The calculation of the 
nonforfeiture benefit, and of the reserve requirements is based on a valuing of a 
company's book of business using a series of industry actuarial tables which relate to 
risk factors that apply to the insured These tables are generally established through 
industry practice and adopted by reference in the DOl's regulation. 

The U.S. Supreme Court In Arizona Governing Committee v Norris, 103 S.Ct 3492 
(1983), prohibited insurance practices that unreasonably discriminate on the basis of 
gender The DOI has adhered to actuarial tables which comply with this Supreme Court 
decision, and that allow rate distinctions between smokers and nonsmokers. However, 
the department's authority to approve products using these tables Is uncertain 

Life Insurance Lapse Notice 
Chapter 95-142, Laws of Florida, created sections 627.4555, 627.4556 and 627 5045, 
F S, relating to secondary notices for late payment of premiums in life policies Pursuant 
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to section 627.4555, F.S., insurers must include in individual life insurance contracts that 
cover or are owned by natural persons 64 years of age or older, and have been in force 
for at least one year, a requirement for 21 days advance notice prior to canceling a 
policy for late payment of premiums. This is in addition to the 30-day grace period 
current law provides for late payments. Section 627 5045, F S., imposes similar 
requirements on industrial life insurance contracts which bill for premiums monthly, that 
cover or are owned by natural persons 64 years of age or older, and have been in force 
for at least one year 

Insurers are required to mail a notice of this additional time for payment to the policy 
owner after the expiration of the grace period and a minimum of 21 days before the 
lapse becomes effective. Present law establishes a right on behalf of a policy owner 
who qualifies for the notice, to designate a secondary recipient of the lapse nollce 
Insurers offering individual and industrial life insurance contracts must provide notice to 
applicants of the right to designate a secondary addressee In policies issued on or after 
October 1, 1995, and to annually notify policy owners of this right for policies issued or 
renewed on or after October 1, 1995. 

Holding Company Reporting 
Section 628.801, F S , requires insurance holding companies all insurers operallng In 
Florida who are members of an insurance holding company to file a registration with the 
DOI. The DOI Is required to adopt rules establishing the form and substance of the 
registration, with minimum requirements as specified In the statute Currently, the 
registration minimum requirements must include sections of NAIC-approved Insurance 
Holding Company System Act and the Insurance Holding Company System Model 
Regulations, as they existed on January 1, 1993 

B EFFECT OF PROPOSED CHANGES: 

Risk-Based Capital 
Insurers will be sub1ect to reporting and disclosure requirements for risk-based capital. 
Domestic insurers will be required annually to calculate certain risk-based capital levels 
based on a formula adopted by NAIC. The insurer will be required to monitor internally 
the trigger levels and respond as required A comparison of the insurer's actual capital 
level and its risk-based capital levels may trigger any of several levels of regulatory 
action by the DOI, or DOI supervIsIon of corrective actions by the insurer. 

Disclosure of Material Transactions 
Insurers will be subject to reporting and disclosure requirements consistent with the 
NAIC model Material Transactions Act This bill adopts a definition of "material" which 
includes acquisitions and d1spos1tion of assets not within the ordinary course of the 
insurer's business and which involve more than 5 percent of the insurer's admitted 
assets. Disclosure Is also required of certain reinsurance transactions Insurers will be 
required to file reports of qualifying transactions with the DOI. 

Market Conduct Examinations and Financial Reports 
Companies formerly excluded from market conduct examinations will be examined under 
the bill, which extends the scope of the department's authority to all insurers governed 
by Chapter 627. In addition, the bill removes the requirement that the DOI perform 
market conduct examinations every 5 years. 
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The bill will lengthen the period of time in succession that a single accountant or 
accounting firm may be used to conduct the financial audit of an insurer from 5 to 7 
years. This will bring Florida law into conformity with audit requirements in the NAIC's

Model Rule on this issue. 

Life Insurance Valuation 
The bill would authorize the DOI to accept, approve and value life insurance and annuity 
products where the insurer supports valuation using industry accepted gender "blended" 
actuarial tables, and smoker/nonsmoker tables, in lieu of currently applied tables. 

Life Insurance Lapse Notice 
The bill would apply the secondary cancellation notice requirement to policies issued on 
or after October 1, 1997, and remove the requirement from policies that are owned by 
persons 64 and older, but do not cover persons age 64 or older. A technical revision 
replaces "cancel' with "lapse" in the notice provisions to denote the end of coverage for 
nonpayment of premiums. Under any individual life policy which allows more than 51 
days to pay past due premiums, the insurer would be required to mail notice of possible 
lapse to the policyowner and the secondary addressee, at least 21 days prior to the 
expiration of the grace period defined in the policy. 

The bill would revise the obligation of individual and industrial insurers to provide a 
secondary lapse notice and the right of policy owners to designate a secondary 
addressee. For individual and industrial life policy issued or renewed on or after 
October 1, 1997, the insurer will be required to notify the applicant of the option to 
designate a secondary addressee at the time of application, and allow the applicant to 
exercise the option any time while the policy Is In force by filing a written notice with the 
insurer designating' same. Existing law requires the insurer to give this notice annually. 
None of the provisions above apply to policies under which premiums are payable 
monthly or more frequently, are collected by a licensed agent, or paid by credit card 

Insurance Holding Company Reporting 
The bill will adopt, by reference, the version of NAIC model statutes and regulations for 
regulation of insurance holding company systems that were In existence and current on 
January 1, 1997 

C. APPLICATION OF PRINCIPLES:

1. Less Government:

a. Does the bill create, increase or reduce, either directly or indirectly

( 1) any authority to make rules or adjudicate disputes?

Yes The DOI is granted authority in the bill to adopt rules 1mplementIng the
risk-based capital requirements
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(2) any new responsibilities, obligations or work for other governmental or
private organizations or individuals?

Yes. The bill reduces frequency of DOI examinations of insurers

(3) any entitlement to a government service or benefit?

Not applicable

b. If an agency or program Is eliminated or reduced·

Not applicable.

(1) what responsib1ilt1es, costs and powers are passed on to another program,
agency, level of government, or private entity?

None

(2) what is the cost of such responsibility at the new level/agency?

Not applicable.

(3) how is the new agency accountable to the people governed?

Not applicable.

2. Lower Taxes·

a. Does the bill increase anyone's taxes?

No

b. Does the bill require or authorize an increase in any fees?

No.

c. Does the bill reduce total taxes, both rates and revenues?

No.

d Does the bill reduce total fees, both rates and revenues? 

No. 

STANDARD FORM (REVISED 1/97) 



STORAGE NAME: h1943.fs 
DATE· April 9, 1997 
PAGE7 

e. Does the bill authorize any fee or tax increase by any local government?

No

3 Personal Responsibility 

a. Does the bill reduce or eliminate an entitlement to government services or
subsidy?

No

b Do the beneficiaries of the legislation directly pay any portion of the cost of 
implementation and operation? 

No. 

4. Individual Freedom

a. Does the bill increase the allowable options of individuals or private
organizations/associations to conduct their own affairs?

Yes

b Does the bill prohibit, or create new government interference with, any presently 
lawful activity? 

No. 

5. Family Empowerment

a If the bill purports to provide services to families or children 

(1) \/Vho evaluates the family's needs?

Not applicable.

(2) \/Vho makes the decisions?

Not applicable

(3) Are private alternatives permitted?

Not applicable.
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(4) Are families required to participate in a program?

Not applicable.

(5) Are families penalized for not participating In a program?

Not applicable.

b. Does the bill directly affect the legal rights and obligations between family
members?

No.

c. If the bill creates or changes a program providing services to families or
children, in which of the following does the bill vest control of the program, either
through direct participation or appointment authority.

Not applicable.

( 1) parents and guardians?

Not applicable

(2) service providers?

Not applicable

(3) government employees/agencies?

Not applicable

D. SECTION-BY-SECTION RESEARCH·

Section 1. Creates an unnumbered section adopting the substance of the NAIC Risk­
Based Capital Act. The bill requires each domestic insurer to calculate, according to the
model NAIC instructions, its "authorized control level risk-based capital" (ACL). This Is
an approximate minimum operating capital requirement used to assess solvency.
Property and casualty insurers with direct written premium of $2 million or less a year
are exempt from rrsk-based capital exam1nat1on 1f they write direct business only In
Florida and if they do not assume reinsurance In excess of 5 percent of premium The
department is allowed to examine foreign insurers under risk-based capital requirements
and may take the corrective actions authorized with respect to domestic insurers, 1f the
insurance regulator In the foreign insurer's state of domicile has not taken such actions.

The actual dollar amount of the ACL Is derrved from formulas in instructions established
by the NAIC. The bill provides leg1slat1ve findings that the degree to which insurers
maintain operating capital over the varrous risk-based capital thresholds Is 1ndicatIve of
the health of their insurance businesses. Therefore, the ACL Is imputed into each of the
risk-based capital tests as a base requirement Various regulatory actions are prompted
as the insurer's capital on-hand drops to the level of the ACL, or falls below the ACL
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The calculation of the ACL must incorporate both the instructions In effect on the 
effective date of the act, and any amendments that may be prospectively adopted by the 
NAIC (see "Comments," below). Complex worksheets and schedules (more than 50 
pages for property and casualty insurers) must accompany the insurer's reported ACL. 

The NAIC instructions for calculating the ACL of life and health insurers must take into 
account the insurer's risk with respect to assets, the risk of adverse insurance 
experience relating to the insurer's liabilities and obligations, the interest rate nsk with 
respect to the insurer's business, and all other business nsks and such other relevant 
nsks as are set forth in the instructions. Similarly, the NAIC 1nstruct1ons for calculation 
of ACL for property and casualty insurers takes into account the asset nsk, the credit 
risk, the underwriting risk, and all other business risks and such other relevant risks as 
are set forth in the instructions. 

Each domestic insurer would be required to file a risk-based capital report with the DOI, 
the NAIC, and the insurance regulators of other states where the insurer Is authorized to 
do business on March 1 of each year Insurers would be proh1b1ted from advert1s1ng the 
results of these calculations, and the DOI would be proh1b1ted from using the information 
in ratemaking The DOI would use the reports "solely for monitoring the solvency of 
insurers and assessing the need for corrective action ... " 

The bill provides for a comparison of an insurer's ACL to its capital on-hand (referred to 
as "total adJusted capital") which includes statutory capital and surplus, plus other items 
specified in the instructions. The results of the comparison, combined with information 
and events relating to the insurer's risk-based capital report, may prompt one of four 
levels of regulatory involvement (referred to as an "event") and trigger a series of 
regulatory responses and corrective actions as the margin between capital on-hand and 
the ACL decreases, or falls below the ACL 

• A "company action level event" occurs when the insurer's nsk-based capital
report indicates that the insurer's total adjusted capital falls between (greater than or
equal to) 1 5 times ACL -- the threshold for a regulatory action level nsk-based
capital -- and 2 times ACL (but less than) --the threshold for a company action level
risk-based capital. For life and health insurers, a company action level event also
occurs when their total adJusted capital Is greater than or equal to 2 0 times ACL
(company action nsk-based capital level), but less than 2.5 times its ACL, 1f the
insurer shows a negative trend, which is a trend test calculation included In the
instructions.

In response to a company action level event, the bill would require the first and least
IntrusIve form of regulatory intervention. The insurer would have to submit a risk­
based capital plan to the DOI The plan would: (1) identify the conditions that
contributed to the company action level event, (1i) propose corrective action; (11i)
provide a 5-year proiection of the insurer's finances; (iv) identify the assumptions
supporting the projections, and (v) identify the quality of, and the problems
associated with, the insurer's business. If the DOI was not satisfied, it could require
revIsIons to the plan. A determination that the plan was unsatisfactory might
constitute a regulatory action level event (see below). The plan would also be
submitted to the insurance regulators In other states where the insurer Is authorized
to do business.

STANDARD FORM (REVISED 1/97) 



STORAGE NAME: h1943 fs 
DATE: April 9, 1997 
PAGE10 

• A "regulatory action level event" occurs when the risk-based capital report
indicates that the total adjusted capital falls between (is greater than or equal to) the
insurer's ACL and (less than) 1.5 times ACL - the regulatory action level risk-based
capital In addition, the following are also regulatory action level events (i) failure to
timely file a risk-based capital report; (11) failure to submit a nsk-based capital plan,
(11i) DOI notice to the insurer that the risk-based capital plan Is not satisfactory; and
(Iv) failure to adhere to an approved risk-based capital plan

In response to a regulatory action level event, the DOI would. (1) require the insurer
to submit a new or revised risk-based capital plan; (1i) conduct a financial
examination of the insurer; and (iii) order the insurer to take specified corrective
actions

• An "authorized control level event" occurs when the risk-based capital report
indicates that the insurer's total adjusted capital is greater than or equal to O 7 times
ACL (mandatory control level nsk based capital), but less than ,ts ACL The failure
to comply with ordered corrective action Is also an authorized control level event.

In response to an authorized control level event, the department would have to either
take the actions authorized with respect to a regulatory action level event, or assert
,ts jurisdiction under Chapter 631, F.S. (i.e, rehabi11tat1on and liquidation), by
placing the insurer under regulatory control.

• A "mandatory control level event" occurs when the risk-based capital report
1nd1cates that the insurer's total adJusted capital is less than 0. 7 limes ACL -- the
threshold for mandatory control level risk based capital. In response to a mandatory
control level event, the DOI would be required to assert its jurisdiction under Chapter
631; however, the DOI may allow a property and casualty insurer to continue a run­
off of existing l:Jusiness The DOI could forgo action for 90 days 1f 1I finds that the
situation may be corrected within that period.

The would bill authorize hearings and proceedings to resolve disputes relating to the 
contents of the risk-based capital reports, and would grant rulemaking authority 
necessary for the DOI to administer the act. The risk-based capital requirements are 
declared to be supplemental to existing law. The department and ,ts employees and 
agents are given civil immunity with respect to actions taken under this law. 

Risk-based capital requirements would first apply with respect to the 1997 annual 
statement filed by insurers In the first reporting year, the bill would prohibit DOI from 
taking any action In response to a company action level event. After specified regulatory 
action level events in the first reporting year, the bill would require the DOI to respond 
by taking the actions associated with a company action level event 

Section 2. Creates an unnumbered section adopting the substance of the NAIC model 
Material Transactions Act. Insurers are required to disclose the acqu1sit1on or 
disposition of assets, 1nclud1ng a series of related acquisitions or dispositions occurring 
within a 30-day period The bill defines "material acquis1l1on of assets" or "material 
d1spos1t1on of assets" as nonrecurring transactions, not in the ordinary course of 
business, involving more than 5 percent of the insurer's admitted assets 
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A "material nonrenewal, cancellation, or revision of a ceded reinsurance agreement," In 
the case of property and casualty insurers, would be one that involves more than 50 
percent of the insurer's total ceded written premium or more than 50 percent of the 
insurer's total ceded indemnity and loss adjustment reserves. In the case of life and 
health insurers, 11 would be one that involves more than 50 percent of the total reserve 
credit taken for business ceded. For all insurers, the replacement of an authorized 
re insurer representing more than 1 O percent of a total cession with one or more 
unauthorized reInsurers, or the reduction or waiver of previously established collateral 
requirements with respect to one or more unauthorized reInsurers representing more 
than 10 percent of a total cession would constitute a material nonrenewal, cancellation 
or revIsIon 

Domestic insurers would be required to file a report of material transactions w1th1n 15 
days after the end of the month in which the transaction occurred, describing the date of 
the transaction, the manner of acquis1t1on or d1spositIon, the description of the assets 
involved, the nature and amount of consideration given or received, the purpose of or 
reason for the transaction, the manner by which the amount of consideration was 
determined, the gain or loss recognized or realized as a result of the transaction, and 
the name of the person from whom the assets were acquired or to whom they were 
disposed. The reporting requirement would not apply if the transaction had been 
submitted to the department for prior review and approval, or for informational purposes. 

The formal report for disclosure of a material nonrenewal, cancellation, or revision of a 
ceded reinsurance agreement would be required to include the effective date of the 
transaction, the description of the transaction with an identification of the initiator of the 
transaction, the purpose of or reason for the transaction, and the identity of replacement 
reInsurers. 

Section 3. Amends subsection (1) of s. 624.3161, F.S , relating to market conduct 
exam1nat1ons. The bill would remove a requirement that market conduct examinations of 
an insurer or rating organization be conducted once every 5 years, but retain the 
general authority of the DOI to perform a market conduct examInatIon whenever it 
deems necessary The bill also expands the scope of the DO l's market conduct 
examination authority to all insurers governed by Chapter 627 According to the DOI, 
this change brings the statute in line with current practice. 

Section 4. Amends paragraph (d) In subsection (8) of s 624.424, F S., relating to 
annual statements of insurers to increase to 7 years the time period during which an 
insurer may use the same accountant or partner in an accounting firm to prepare the 
insurer's audited financial statements 

Section 5. Amends subsection (5) of s. 625 121, F.S., relating to valuation of life 
insurance policies, to authorize the DOI to approve life insurance products where the 
insurer has chosen, at its option, to use dIst1nct smoker and nonsmoker actuarial tables, 
in lieu of a combined table. The DOI is also authorized to approve annuity products 
where the insurer has chosen to use specified annuity actuarial tables, pending 
adoption of rules by DO I on or after January 1, 1998. 

Section 6. Amends subsection (9) of s 627.476, F.S., relating to valuation of life 
insurance policies In the determ1nat1on of the nonforfe1ture benefit The bill would 
authorize the DOI to accept and value insurance products where the insurer has chosen, 
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at ,ts option, to use smoker and nonsmoker actuarial tables, ,n lieu of a combined table 
The DOI is also authorized to approve life insurance products where the insurer has 
chosen to use gender blended tables, as opposed to tables distinguished on gender. 

Section 7. Amends s. 627.4555, F S., to revise the secondary notice requirements for 
individual life policies. The bill would amend the application of these requirements to 
include policies issued directly or issued for delivery in this state, which would cover 
persons 64 or older. Presently, the section applies to policies which cover or are owned 
by persons 64 and older. Ex1stIng law requires that the policies be In force at least 1 
year The bill provides that the policy would not "lapse" (amended terminology from 
prior use of 'cancel") without the proper notification of the end of coverage for 
nonpayment of premiums. 

The bill would require insurers to include in any policy which allows more than 51 days 
to pay past due premiums, a notice requirement announcing the possible lapse, mailed 
to the policyowner and to the secondary addressee at least 21 days prior to the 
expiration of the grace period defined ,n the policy. 

The bill would require insurers who issue qualifying 1ndivIdual life policies on or after 
October 1, 1997, to notify applicants of the right to designate a secondary addressee at 
the time of application For policies issued directly in Florida, issued ,n another state for 
delivery In Florida or renewed ,n Florida, on or after October 1, 1997, the insurer would 
be required to allow the policy owner to designate a secondary addressee at any time 
that the policy Is In force, by written notice submitted to the insurer. Specifically 
exempted from this section are those policies under which premiums are payable 
monthly or more frequently and collected by a licensed agent, or for which premiums are 
paid by credit card, by preauthorized check processing or by automatic debit with a 
financial Inst1tutIon. 

Section 8. Amends s 627 5045, F S., to revise the notice reqwrements for late 
payment of premiums for industrial life policies in a manner s1m1lar to that specified for 
individual policies in section 7 above. For industrial life policies, the requirements apply 
to policies issued or issued for delivery in this state, under which premiums are paid 
monthly, and which cover or are owned by persons age 64 or older 

The bill would require insurers who sell industrial life policies on or after October 1, 
1997, to notify every applicant of the right to designate a secondary addressee, at the 
time of applIcatIon The bill further would provide that in each industrial life policy 
issued directly or issued for delivery ,n Florida, on or after October 1, 1997, the insurer 
would be required to allow the policy owner to designate a secondary addressee at any 
time that the policy is in force, by written notice submitted to the insurer. The bill 
specifically exempts from this section those policies under which premiums are payable 
monthly or more frequently and collected by a licensed agent. 

Section 9. Amends s. 628 801, F.S., to revise a reference to NAIC model regulations 
relating to insurance holding companies The bill would require that the DOI rules 
adopted to establish the information and form used for registration of insurance holding 
companies specifically include requirements and standards contained in the versions of 
the NAIC Insurance Holding Company System Regulatory Act and the Insurance 
Holding Company System Model Regulations, that were current on January 1, 1997. 

STANDARD FORM (REVISED 1/97) 
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Section 10. Provides that the bill takes effect upon becoming a law unless provided 
otherwise herein. 

Ill. FISCAL RESEARCH & ECONOMIC IMPACT STATEMENT: 

A. FISCAL IMPACT ON STATE AGENCIES/STATE FUNDS.

1. Non-recurring Effects:

The DOI would be authorized to adopt rules implementing the risk-based capital
requirements. This would have an undetermined impact on the DOI of a minimal
amount

2. Recurring Effects·

The recurring effects of the bill are associated with DOI oversight of the nsk-based
capital and material assets sections of the bill The costs are independent of one
another and should be minimal. The DOI will continue to perform market conduct
examinations to address major compliance issues Thus, the removal of the
requirement that market conduct examinations be done once every five years will
not have a significant recurring effect on the DOI

3 Long Run Effects Other Than Normal Growth 

The DOI should be able to more actively scrutinize the market practices of insurers 
because of the broader authority and discretion to conduct examinations provided in 
the bill. 

4. Total Revenues and Exg_end1tures

See A.1 and A.2 above.

8. FISCAL IMPACT ON LOCAL GOVERNMENTS AS A WHOLE·

1. Non-recurring Effects·

None.

2 Recurring Effects. 

None. 

3. Long Run Effects Other Than Normal Growth:

None
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C. DIRECT ECONOMIC IMPACT ON PRIVATE SECTOR.

1. Direct Private Sector Costs.

The requirements of sections 1 and 2 will impose additional administrative costs on
domestic insurers, which costs may be passed on to policyholders as part of the
premium. Sections 7 and 8 will impose costs on insurers to revise forms for
individual and industrial life insurance policies, or to develop and seek approval for
amendments to forms in order to conform with the provIsIons of this bill. These
costs are unknown.

2. Direct Private Sector Benefits.

Sections 1 and 2 will benefit policyholders of insurance companies, and the industry
as a whole, by detecting and addressing the concerns of unstable insurance
companies. Section 3 removes a requirement that the department perform a market
conduct examination on each insurer at least once every 5 years Since the costs of
an examInatIon are borne by the insurer, these provisions may reduce insurers'
regulatory costs These provisions should also allow the DOI to more effectively use
its examination resources

Sections 7 and 8 will benefit policy owners in the state who may avoid lapse of life
insurance coverage due to a short-term failure to pay premiums

3 Effects on Competition. Private Enterprise and Employment Markets. 

None. 

D. FISCAL COMMENTS·

IV CONSEQUENCES OF ARTICLE VII. SEC:rlON 18 OF THE FLORIDA CONSTITUTION· 

A. APPLICABILITY OF THE MANDATES PROVISION·

B REDUCTION OF REVENUE RAISING AUTHORITY 

C REDUCTION OF STATE TAX SHARED WITH COUNTIES AND MUNICIPALITIES: 
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V. COMMENTS.

The provision of the bill which incorporates by reference future amendments to the NAIC
risk-based capital instructions Is probably an unconstitutional delegation of leg1slat1ve
authority. The Legislature is not prohibited from incorporating documents, actions, or
decisions of other entities into the statutes, however, the Legislature is prohibited from
incorporating documents that do not yet exist, such as future amendments to an existing
document.

A related bill, HB 1941, provides public records exemptions for certain nsk based capital­
related information.

VI AMENDMENTS OR COMMITTEE SUBSTITUTE CHANGES: 

VII SIGNATURES: 

COMMITTEE ON FINANCIAL SERVICES 
Prepared by: 

E. LEON JACOBS, JR

Legislative Research Director· 

STEPHEN HOGGE 
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(b)J Efftctwt July 1, 1997, tht m1llagt ,.att leuied pur,;uant to this
suhstctwn may excud tM rote ltVtt!.d m 1996-1997 only for tht purpost 
of providmg nl!w classrooms for stulUnt� For purposts of this subsection, 
"ntw classrooms" art /Ufintd as mstructwnal spact for students tn 
prelundtrgarttn through grade 12 that 1s n.eu, constr-uctwn of a building 
or a umt of a building m which tht work is new or an tnttrely ntw 
addttwn connected to an txistmg building If a complttt ntw school 1s 
being comtructed, •new classrooms" includes all of tM standard s.pact 
reqwred at tht school s1tt Tiu classrooms may bt acquired by least, 
least-purchase, contract, or purchase and may mcludt new relocatable 
classrooms The limitation to "new classrooms" �s not apply to tht 
procttd.s from the first 2 0 of the 2 5 mills 

2 Each district school board that levied millage pursuant to 
paragraph (a) prior to July 1, 1997, and transferrtd funds from the 
capital 1mprovemmt budget to tm' operating budgd shall reuieu• the 
upenditures of the transferred funds and shall deudop a plan for 
reducing tht' amount of the proceeds from the capital improvement 
millage that LS transferred to the operating budget The amount of the 
reduction shall be not less than 10 percent pu year Reductions madt 
prwr to July 1, 1997, may be credited toward this requrrtment If. in any 
year, a school board finds that a reductwn of 10 percent will cause an 
unreason.obit adverse impact on tht district's operatwns, tM school 
board may request the Commzsswner of Education to re.mew its financial 
status and, iftM commisslOntr concurs, the comm,s'>wner may u•awt. all 
or part of the rtd uctton for that year 

V1olat10ns of� expenditure provisions of thVi subsectwn shall result
m an equal dollar reduction m the Florida Education Finance Program 
(FEFPJ funds for the violatm,:: d1stnct m the fiscal year followmg the 
audit c1tat10n

Rep Wasserman Schultz moved the adoption of the amendment,
which failed of adoption The vote was

Yeas---42

Arnold Eggellebon Lippman Ritter
Betancourt Fischer Logan Roberts-Burke
Bloom Frankel Mackenzie Silver
Brenn;rn Geller Martmer. Stafford 
Brov.-n Hafner Meek Sublettt
Bush Heyman Miller Tobin 
Cosgrove Hill Murman Turnbull
Dawson-Wlute Horan Prewitt, D Wasserman Schultr.
Dennis Jacobs Rayson Wiles 
Edwards Kosmas Reddick 
Effmao Lawson R1tch1e 

Nays-66 

The Cha1t Crady Laurent Saunders
Albnght Cnst Lynn Sembler
Andrew• Crow Mackty Smdler
Are:enz1ano Culp Mayg-arden Smith
Arnall Diaz de la Porttlla Melvin Spratt
Bunter Docktry Merchant Stabms 
Ball Fasano Mmton Star� 
Barreiro Feeney Morroru Thrasher 
Bitner Flanae:an Mome Valdes 
Boyd Fuller Ogles Villalobo1
Bronson Gay Peaden Wallace
Burroug-hl Good, Po,ey Warner 
B)rd Harnngton Pnutt, K Wes;tbrook 
Carlton Jone, Putnam w .. ,

Casey Kelly Rodnguez-Chomat Ziebarth
Clemons Km� Safley 
Constantme Lacau Sanderaon

Excused from tJ.me to time for Conference Committtt---Albn�ht, 
Bainter, Bradley, Bronson, Cheetnut, Constantrne, Crady, Culp,
Dennis, Edwardl!I, Feeney, Flanagan, Garcia, Gay, Hafner, Horan,
Jones, Lawson, Littlefield, Logan, Lynn, Mackenzie, Mackey, Meek,
Merchant, Mmton, Morse, Posey, K Pn11tt, Reddick, Sandereon,

Sembler. Smith, Stabms, Starks, Sublette,  Thrasher, Valdes, V11lalobo11,
Wueerman Schultz, Wise

Votes after roll call
Yeas-Healey
Nays-RoJas 
Yeas to Nays-Turnbull

The question recurred on the adoption of Amendment .f. ,  which wa11
withdrawn

Under Rule 127, the bill was referred to the Engrossmg Clerk

�A bill to be entitled An act relatmg to insurance, requmng
certain msurers to file report!! concerning their nsk ba!led capital,
requirmg the Department of Insurance to request such reports under
certam circumstances, prov1dmg for heanngs, providing definitions and
reportmg requirements, requiring cert.am insurers to file reports of
material transactions concernmg their a11sets or their ceded reinsurance
agreements, prov1dmg defimt1om1 and reportmg reqmre-ments,
prescnbmg authority of the Department of Insurance with respect to
such reports, amending s 624 3161, F S ,  deletmg a hm1tatlon on
frequency of certam marke-t conduct exammatmns, amending s
624 424, F S , mcreasmg the time hm1tat1on on insurers usmg certain
accountm,:: services for certam purposes, amending es 625 121 and
627 476, F S ,  authonzmg insurance compan1e!I to use alternative
mortality tables for certain purposes, amending ss 627 4555 and
627 5045, F S , re\ lSlng prov1s1ons requiring notice to pohcyowners and
secondary addressees of 1mpendmg lapse of cert.am insurance pohc1es
under certai n  circumstances, providing procedures, prov1dmg
appbcat10n, amending s 628 80 1, F S ,  u pd atmg a reference for certain
purposes, prov1dmg effective dates

-was read the second time by title

Repn:>sentallve(s) Mackenzie and Bamter offered the followmg

Amendment 1 (with title amendment)-On page 2, hne 2,
remove from the bill everything after the enactmg clause

and msert m heu thereof

Scct10n 1 Rt�lt based capttal requirements for msurers -

I 1J As used in this sect.on, the term

(a) "Ad;ustt.d nslt based capital report" means a rtsh based capital
report that has bt.�n ad;usted by the department tn accordanu with this 
stctwn 

(b) �.'1.u.thor1.ud control l�uel rislt based capital• mt'ans the number
d�termmt.d u nder the rtsh based capital formula tn th� r1sh based capital 
tnstructwns 

(c) "Company actwn level nslt bas�d capttal'" means tM product of 
2 0 and an m.surer's authonud control level rish based capital 

(d) "Correctw� order" means an order issued by tM ckpart�nt 
spectfymg corrective actwns that the department has determined are 
required 

(e) "Deparlmt'nt " �ans tht Department of Insurance

(/) "'Domestic insurer" means any tn6u.rer domtctled m this state

(g) "Foreign insurer" means any msurer that is autlwriud or eligible
to do business in this state but that is not domictled m thzs state

(h) "Lift. and ht'alth rnsur�r" �ans any in.surer autlwnud or
eligible unckr the Florula Insumnct. Codt to underwrite lift. or Malth 
insurance Tht term includes a property and casualty ilt$urer that writes 
acc1cknt and health insurance only 

(i} "Mandatory control level nsh ba6ed capital" means tM product of 
0 70 and the authorized control leutl rtsh based capital 

(J) "Negative trend" mt'ans. with respect to a life and health insurer, 
a negative trend ouer a period of time, as cktermmed in accordance with 
the trend test calculatwn included tn the rislt based capital mstructwns 
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(h) •Property and ca.ualty m&unr• mtam any m-,urer licensed un<Ur 
tht Flortda Insurance Code, but �3 not include a single-line mortgage 
guaranty msurtr, financLal guaranty insurer, or title in.surer or a life and 
htalth insurer 

(I) "Regulatory actwn level rtsh baud capital" means tM product of 
1 5 and an insurer's authortud control Uvel ru;/it ba.sed capital 

(m) "'Rev1slli nsh ba8td capital plan• mean., the rev1smn of the risk
based capital plan which 1s prepared by an msurtr after the department 
re;ects tht original plan 

(n) •R1:Jlt ba3td capital instructions" mean.s the instructions for 
preparing a rtslt based capital report a& adopted by the National 
Association of I nsuranct ComnusswMrS 

(o) "Risk based capital leuel'" means an insuru'& company actwn level 
risk bmtd capllal, regulatory action level rislt based capital, authoriud 
control let•tl rtslt bastd capital, or mandatory control levtl nsk ba3td 
capital. 

(p) "Risk based capital plan" mtans a comprehensive financwl plan
specifitd m paragraph (4)(b) 

(q) "Risk based capital report" means tht rtport rtqwred m
substction (2) 

(r) "Total adju�ttd capital" means the sum of 

1 An insurer's statutory capital and surplus, and 

2 Any other item required by the nsk based capLtal mstructwns 

(2)(a) Each domestic insurer that 1s subject to thts sectwn shall, on 
or before March 1 of each year, prepare and file Wlth the Natwnal 
Association of Insurance Comm1sswners a report of its r1sle based capt tal 
ltuels as of the end of the calendar year jUSt tndtd, tn a form and 
containing tM information required in the rish based capital 
instructwns In add1twn, each domestic in.surer '>hall file a printed copy 
of its risk based capital report· 

1 With the department on or before March 1 of each year 

2 With the insurana department m any other state in which the 
111..surer rs authonud to do business, lf that dtpart�nt has notified the 
iMurer of tts request m writing, m which cast tM msurer shall file ,t., 
rL$le based capital report not later than the later of 

a Fifteen days after the receipt of notice to file its risk based capital 
report with that state, or 

b. March 1

(b) The comparison of an insurer's total ad;usted capital to any of its 
n'>h ba3ed cap,tal leutl.! 1s a regulatory tool that may indicate tM nttd 
for poss,blt corrtcti.ve. action wtth respect to the insurer, and may not bt 
used as a nuans to rank insurers generally Therefore, except as 
otherwise. required unchr this se.ctwn, the. m.alung, publlshing, 
disseminating, circulating, or placing before the. public, or causing, 
directly or tndtrectly, to be ma�. published, disseminated, circulated, or 
placed before tM public, tn a newspaper, magazine, or othe.r publu:ation, 
or in tM fonn of a notice, circular, pamphlet, le.tte.r, or poster, or over any 
radio or television station, or in any other way, an aduertistmtnt, 
announcement, or statement containing an assertion, representation, or 
stattnunt wcth regard to the r1slt based capital [eve.ls of any msurtr, or 
of any comporumt derived tn the calculation, by any insurer, agent, 
brolte.r, or other person engaged in any manner in the insurance business 
would be mutleading and 1s therefore prohibited, howe.uer, if any 
mattrrally false statement with re.spect to the comparu.on regard1,ng an 
insurer's total ad1usted capital to Its rrslt based capital levels ( or any of 
them) or an tnapproprmte companson of any othf!r amount to the 
insurer's ,.,.,Jr, based capital levels ts publtsMd 1n any writte.n publtcatwn 
and the. insurer 1s able to demonstrate. to the comm1sswnu with 
sub.!tantml proof the falsity or inappropriateness of the �tattmtnt. the. 
tMurtr may publL.!h m a wri tten publication an announctnunt tM sole 
purpose of which ts to rebut tltt matenaily false �tatement 

(c) The department shall use the rid based capital tn.structwns, rule 
based capital reports, ad1usted risk ba3td capital report.!, rt3Je based 
capital plan.!, and revised risle ba.!td capital plan.s so�ly for momtormg 
the solvency of insurers and assess mg tM nud for correctwe actwn with 
respect to insurers The. department may not use that information for 
ratemaltmg, 03 evidence m any rate proceeding, or for calculating or 
deriving any tle�nts of an appropriate premium level or rate of return 
for any lint of insurance which an msurer or an affiliate of such insurer 
ts authoriud to write 

(d) A life and health msurer's risk based carntal 1.! dtttrmtntd in
accordance with the formula set forth tn tht nsle based capital 
tnstructwns Tht formula takes into account and may adjust for the 
covariance between 

1 The risk u tth respect to the insurer's assets, 

2 The risk of adverse insurance experience with respect to the 
insurer's liabtltt ies and obligations, 

3 Tht inttre.st rate risk with respect to the insurer's business, and 

4 Any other bu �mess or other relevant risk set out m the risk based 
capital 1nstructwns, 

determined m each cast by applying the factors m the manner set forth 
in tk risk based capttal mstructwns 

(t) A property and casualty ensurer's risk based capLlal 1s de.term med 
in accordance with the formula set forth m the risk based capital 
instructions Tht formula takes tnto account and may adjust for the 
couarianct between 

1 Tht a �set risk, 

2 The credtt rislt, 

3 The underwn.ttng nsle, and 

4 Any other business or other relernnt risk set out m the nslr. based 
capt tal mstructwns, 

determined tn each ca�e by applying the factors in the manner set forth 
m the risk based capital instructions 

ff) The U!gislature finds that an excess of capital ot•tr the amount 
produced by the nsle based capital requirements and the. formulas, 
schedules, and instructions specified m tht s se.ctwn ts a desirable goal 
with respect to the business of insurance Accordingly, insurers should 
seek to maintain capital above the risk based capital !eve.ls required by 
this sectwn Additional capital zs used and useful tn the msuranct 
busmess and helps to secure an insurer against various risks mhertnt tn, 
or affecting, the busmtss of msurance and not accounted for or only 
partrnlly measurl!!d by the risk based capital requirements contained in 
this stctton 

(g) If a domestic insurer files a rtsh base.d capital report that tht
department finds ts inaccurate, the department shall adjust the risk 
based capital report lo correct the inaccuracy and shall notify the insurer 
of the adjustnunt The notice must state the reason for the adjustmtnt 
A risk based capital report that is so adjusted ts rtftrre.d to as the 
adjusted nslt based capital report The adjusted nd based capital report 
must also bt filed by the msurtr with the National Associatwn of 
Insurance Commissioners 

(3)(a) A company action level euent includes 

1 The filmg of a rtslt bastd capital report by an insurer which 
mdicatts that 

a The msure.r's total adjusted capital 1s greater than or equal to tts 
regulatory actwn leuel risk based capital but less than tt.! company action 
le.utl nslt based capital, or 

b ff a lift and health insurer, the in.,urer has total adjU.!ttd capital 
that 1s greater than or equal to its company action level risk based 
capital, but 1s lt'>S than the product of its authorized control ltutl rtsh 
ha '>td capital and 2 5, and has a nf"gatwe trend, 



1030 JOURNAL OF THE HOUSE OF REPRESENTATIVES April 25, 1997 

2 Tht: notification b}' the chpartment to the insurer of an ad;usted 
rislt based capital report that indicates an evtnt in subparagraph 1 ,
unless the msurer challenges the ad;usttd rislt based capztal report under 
sub�ction (7), or 

3 If, under subsectwn (7), an insurer challenges an ad;u<:ted rtslt 
based capLtal report that mdtcatefi an event tn subparagraph I , the 
notification by the department to tM insurt:r that the department has, 
after a ht:armg, �;ected the msur,:r's challenge 

(b) If a company action level eut:nt occurs, tk insurer shall prepart: 
and submit to the department a nslt based capital plan, which must 

1 Identify the condttwns that conmbutt: to tht: company action levtl 
tut:nt, 

2 Contain proposals of correctwt actions that the insurer intends to 
taltt and that art reasonably tx�cttd to result m tht eliminatwn of tht 
company actwn ltvtl event, 

3 Prouldt pro;tctwns of the insurer's fin.annal results in the current 
year and at ltast the 4 succetdzng ytars, both m the absence of proposed 
corrtcltl't actions and giving effect to the propostd correctwl! actwns, 
tncludmg pro;ect1ons of statutory operating income, nl!t mcomt, capital, 
and surplus Thi! pro;tctwns for both new and renewal busmtss may 
include separate pro;ectwns for tach ma;or line of business and, if 
separatl! pro;ectwns are prov1ded, must <1eparattly iCUntLfy each 
sigmficant income, txpense, and benefit component, 

4 Identify the hey assumptwn.s afftcting the insurer's proJectton5 and 
the !>ensLtivity of the pro1ectton<1 to tht assumptions, and 

5 Idt!.nttfy the quality of, and problems associated with, th.I! insurer's 
business, including, but not ltmited to, its a<1.�ets, anticipated business 
growth and associated surplus strain, extraordinary exposure to nslr, 
mt..r of business, and any use of rtmsurance 

(c) The nsJr. based capital plan must be submitted

1 Within 45 days after the company action level evm.t, or 

2 If the msurer challenges an ad;usttd nslr. based capital report 
under subsection (7), within 45 days after notificatwn to the Ln.surer that 
the depart�nt has, after a hearing, re;ected th.t insurer's challenge 

(d) Within 60 days after the subm1sswn by an insurer of a rw.lt based
capital plan to the department, the department shall notify the insurer 
whether the risJr. bas;ed capital plan must be implemented or ts, m the 
Judgment of the department, unsatisfactory If the department 
determmes that the. rislt based capital plan is unsatisfactol)', the 
notification to the insurer must set forth the nasons for tht 
dttermmation and may set forth proposed reutswns Upon notification 
from the department, the msurer shall prepare a revised risJr. based 
capital plan, which may incorporatt by reference any revmon.s propostd 
by the dtpartrn.ent, and shall submit tht revised nsJr. based capital plan 
to the dtpartment 

1. Within 45 days after the notification from the department, or

2 If tht insurer challenges the notification from the department 
unCUr subsectwn (7), withm 45 days aft.er a not1fu:atwn to the insurer 
that the departTMnt has, after a hearing, reJected the insurer's challenge 

(t) If the department notifies an insurer that the insurer's rts.lt based 
capital plan or revised nsJr. based capital plan is unsatisfactory, the 
departmt.nt may, at its discretion and sub1ect to the msunr's right to a 
hearing urukr subsection (7), specify in the notification that the 
notificatwn ts a regulatory actwn level etJent 

(f) Each domestic insurer that filt!'; a r1sJr. based capital plan or a 
revi.sed risk based capital plan with the department shall file a copy of 
the ns.lt based capital plan or the ret'ued rtslt based capital plan with the 
msuranCI! department in any other state zn which the tlt.$Urer ts 
authorized to do bustness 1f 

1 That state has a risJr. based capital lau· that 1s substanttally 
stmLlar to paragraph (8)(a}, and 

2 The insurance rkpartment of that state has notified the insurer of 
i ts request for the filing m u1rit.ng, m which case tht msurer shall file a 
copy of the n �Jr. based capttal plan or the revi,;;ed nslr based capital plan 
in that state no latl!r than the later of 

a FL/teen days after the receipt of nottcl! to file a copy of its ri�.lt based 
capital plan or revised r1sJr based capital plan with the state, or 

b Tht date on which the risk based capi tal plan or the revised nslt 
based capital plan is filed under paragraph (c) or paragraph (d) 

(4)(a) A regulatory action levd evtnt include.s 

Tht filing of a r1sJr. based capttal report by the insurer which 
mdicates that the insurer's total adjusted capital LS greater than or tqual 
to its authorized control ltvel rtslr ba<1td capital but is less than its 
regulatory actwn level rrsJr. based capital. 

2 The not1ficatwn by the department to the insurer of an adJusted 
nslt based capital report that indicates the event descnbed m 
subparagraph 1 , unless the insurer challenges the adJusted risk based 
capital report under subsection (7), 

3 If, under su bsecitan (7), the insurer challtnges an ad;usted nslt 
bastd capital report that indicates the event descnbed rn subparagraph 
1 ,  the notrficatwn by the department to the insurer that the department 
has, after a hearing, re;ected the insurer's challenge; 

4 Tht failure of the msurer to file a risk based capital report by the 
filing date, unless the insurer prot•ides an txplanat1on for <1uch failure 
which 1s satLsfactory to t� d�partmen t and cures the fadurl! within 10 
days after the filing date, 

5 The failure of the rnsure.r to submit a nsk based capLlal plan to the 
department within the ltm� per,od set forth tn paragraph (3J(c), 

6 Notification by the department to the msurer that 

a The nslr based capllal plan or the ret•ised nslr. based capLtal plan 
submitted b)' the insurer Ls, in the Judgment of the department, 
unsatLsfactory, and 

b This notL{icatwn constitutes a regulatory actwn level event wrth 
respect to the msurer, unless the insurer challengts the determination 
under subsection (7), 

7. If, under subsectwn (7), the insurer challenges a ckterminatwn by 
the tkpartment under subparagraph 6 ,  the not1ficatwn by the 
department to the insurer that the dtpartment has, after a hearing, 
re1ected the challenge; 

8 Notificatwn by tfu depart�nt to the insurer that the insurer has 
failed to adhert to it!'; ri.sk based capital plan or ret'tse.d nsJr. bastd capital 
plan, but only t{this fadurt has a substantial adverse effect on the ability 
of the insurer to eliminate the company actwn leue.l event tn accordance 
with its ns.lt based capital plan or rer11sed r1sh based capital plan and the 
department has so stated m the notification, units& the msurer 
challenges the dettrmuuitwn under subsection (7), or 

9 If, under subsectwn (7), thl! insurer challenges a determination by 
the department urukr subparagraph 8 ,  the notification by the 
department to the msurer that the department has, after a hearing, 
reJected the challenge. 

(b) If a regulatory actwn level event occurs, the departmtnt shall·

1 Rtqwre the insurer to prepare and submit a risk based capital 
plan or, tf applicable, a revised rish based capital plan, 

2 Perform an examin.atwn pursuant to section 624 316, Florida 
Statutes, or an analysis, as the ckpartment constdtrs necessary, of th.t 
assets, liabilities, and o�rat1ons of the msurer, including a revuw of the 
risJr. bastd capLtal plan or the revised ru.lt based capital plan, and 

3 After the examination or analysts, issue a correctwe order 
specifymg ,;;uch correctwe acttons as the department determines are 
requLred 
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(c) In detuminmg corrtctwe actions, the dtpart�nt shall consider 
any factor relevant to tM msurer based upon th#! department's 
examination or analysis of the assets, liabihtits, and opuattons of the 
insurer, including, but not ltmtted to, the results of any stmsitwity tests 
undertaken as provuU.d in the rtslr based capital mstructwns The risk 
based capital plan or the rtvtstd risk based caprtal plan must bt 
submlUed 

I Wtthm 45 days after the occurrence of the regulatory action ltvd 
tVtnt, 

2 If the tnsuru challenges an ad;usttd rrsh based capital report 
under subsection (7), within 45 days after tM notification to the insurer 
that the dtpartnunt has, aftu a hearing, rt;tcttd the insurer's challenge, 
or 

3 If tht insurer challenges a rer,•ised risk based capital plan under 
subsection (7), within 45 days after the notification to the insurer that the 
department has, after a hearing, rejected the insurer's challenge 

(d) The department may retain actuaru:s, inuestment experts, and 
other consultants to rer.new an in.surer's nsk based capital plan or reutsed 
risk based capital plan, examine or analyu the assets, lmbihttes, and 
operations of an insurer, and formulate the correctwe order wtth respect 
to the insurer The fees, costs, and expenses relatmg to consultants must 
be borne by the affected insurer or by any othu party as directed by the 
department 

(SJ(a! An authorized control level event includes 

1 The filing of a risk ba<Jed capttal repo.,-t by the insurer which 
indicates that the insurer's total adju::,ted capital ts greater than or e,qual 
to Its mandatory control leuel rz.,k based capital but is lus than its 
authorized control level risk based capital, 

2 The not1ficatwn by the departmmt to the insurer of an ad;u,;;ted 
risk based capital report that tndtcates the, euent in subparagraph 1 ,
unless the insurer challenges the adjusted risk based capttal report under 
subsection (7), 

3 If, under subsection (71, the insurer challenge<; an adJu<;ted risk 
ba�ed capital report that indicates the euent in subparagraph 1 ,
notification by the department to the insurer that the department has, 
after a he,aring, rejected the insurer':, challenge, 

4 The failure of the insurer to respond, in a mannu satt <;factory to 
the department, to a corrective order, unless the insurer challenges the 
corrective order under subsectwn (7), or 

5 If the insurer challenges a corrtctwe order under subsection (7)

and the department has, after a htaring, rejected the challenge or 
modified the corrective order, the fmlure of the insurer to respond, in a 
manner satisfactory to the department, to the correctwe order after 
rtjectwn or modificatwn by the dtpartment 

(b) If an authoriud control level euent occurs, the department shall

1 Take any action rtqutred under subsection (4) rtgarding the 
insurer with resptct to which a regulatory actwn level euent has occurred, 
or 

2 If the department consuiers It to be in the best interest, of tht 
policyholders and cred1tor15 of the m,;;urer and of the public, take any 
actwn as necessary to caust tht tnsurer to be placed under regulatory 
control under chapter 631,  Florida Statutes An authonztd control level 
tuent ts su{fictent ground for the department to be appointed as recewer 
as provided in chapter 631, Florida Statutes 

(6)(a) A mandatory control leuel euent tndude<;

1 The filing of a risk based capital report that indicates that the 
insurer'<; total adJU<itt!d capital is les<i than its mandatory control level 
rrsle based capital, 

2 Nottficatzon by the departmtnt to the rn:,urer of an adJuMed nslt 
bastd capital report that indtcate<i tht' eul!nt tn <iubpanwraph I , unle<i,'> 
the tn,,urer chailt>nife<i the ad1u,ted r1 ,lr. haud capital r"eport under 
,ubwctwn 17)  or 

3 If, under subsectwn (7), the, insurer challenges an ad;usted risk 
based capital report that mdicatts tht event in subparagraph 1 ,
not1ficatwn by the department to the insurer that the department ha3, 
after a hearing, re1ected the i nsurer's challenge 

(h1 If a mandatory control level euent occurs 

1 With respect to a lrfe and health insurer, the department shall, 
after due consideratwn of s 624 408, Florida Statutes, take any actwn 
ne,cessary to place the insurer under regulatory control, including any 
remedy aumlable under chaptu 631, Florida Statutes A. mandatory 
control level e 1.;ent is sufficient ground for the dtpartment to be appointed 
as recewer as provided in chapter 631, Florida Statutes The department 
may forego taking actwn for up to 90 day� after the mandatory control 
level event if the department finds thtre is a reasonable expectatwn that 
the mandatory control level euent m ay be eliminated within the 90-day 
period 

2 With respect to a property and casualty insurer, the department 
shall, after due consideration of , 624 408, Florida Statutts, ta.kt any 
actwn necessary to place the insura under regulatory control, including 
any remedy attallable under chapter 631, Florida Statutes, or, in the case 
of an tnmrer that is not writing neu• business, may allou• the insurer to 
continue to operate under the superurswn of tht department In either 
case, the mandatory control level event ts sufficient ground for the 
department to be appointed as recewtr as prou1ded m chapter 631, 
Florida Statutes The department may forego taking actwn for up to 90 
days after Ott mandatory control lei·el ec ent if the department finds there 
1s a rea ,;owble e-cpectatwn that the mandatory control le t•el et'ent will be 
elinunated wi thin the 90-day period 

(7){n.) An insurer has a right to a hearing before the department upon 

1 J\'pt1ficatwn to an insurer by the department of an adjusted ri,;;k 
ba:,ed capital report, 

2 Notificatwn to an insurer by the department that the insurer's nsh 
ba sed capital plan or revi,;;ed rit.k based capital plan is unsatisfactory, 
and that the notification con <1lttu tes a regulatory actwn level euent Wtth 
rt\pect to <;uch. insurer, 

3 Notification to any insurer by the dtpartment that the insurer has 
failed to adhere to !ls risk ba<ied capital plan or revised risk based capital 
plan and that tht failure has a sub<Jtanttal adverse e_ffect on the ability 
of the insurer to eliminate t� company action level event tn accordance 
wtth its rrsk based capital plan or its reuised rtslt based capttal plan. or 

4 Notification to an insurer by the department of a corrective order 
wtth respect to the msurer 

(bJ At such hearing the, insurer may challenge any dettrminatwn or 
action by the department The insurer shall notify tM depart�nt of its 
request for a hearing with in 5 days after receipt of the notification by the 
department unde,r this sub<iectwn Upon receipt of the request for a 
hearing, the department �hall set a date for the hearing, which date must 
be no fewer than 10 nor mort than 30 days after the date the department 
recewes the insurer's request The hearing mu-;t be conducted as prouukd 
m se,ctwn 624 324, Floruia Statutes, with the right to appellate review 
under section 120 68, Florida Statutes 

(8)/aJ Any foreign insurer shall, upon the written request of the 
department, submit to the department a risk ba�ed capital report, as of 
the end of the calendar year JUst ended. no later than the later of 

1 Tht date a risk ba�ed capital report ts required to be filed by a 
domestic in<iurer under tht<i :,ectwn, or 

2 Fiftetn days after the reque<it 1s recewed by the foreign insurer 

(hJ Any forti,:n 1n<1uru shall, upon the written request of tht 
department, promptly �ubm1t to the dtpartme,nt a copy of any rt'>k ba,;;ed 
wpttal plan thrzt ts filed wtth the rnsurance department of another state 

(c1 The department mav require a /orPufn r nt.urt'r to file a rt$k bastd 
Lap1tal plan if 
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1 A cnmpan) action ln•el e1ient, rcRulatory' actwn lcuel e i ,en t, (IT 
authoriud control it>uel rl'cnt occurs with respect to any forer,:n insurer 
a.\ determined unaer the ri�,r based capital lau• of the state of dum,cilc of 
the m�urer, or, if th ere t\ no TL'>h based capital law rn that state, under 
this section 

2 The tn'>uranct department nf the <.tate uf domicile of the foreign 
1n...<.urer fads tn requ ire the foreign insurer to file a rt<;k based capital plan 
tn the manner specified under the rish ba1,ed capttal lau of that ,;;fate, or, 
t( there 1s no risk based capital law in that state, under subtctwn (3) 

The fmlurt of the foreign insurer to file a risk ba<.ed capital plan u•lth tht 
department u•htn required under th is paragraph 1s a ground for- tht 
dtpartment to take any action under sectwn 624 418, Florida Statutt.s, 
which 1t  dt.ttrmines 1s necesbary 

(d) If a mandatory control le1•el ei ent occurs 1111th respect to any
foreign insurer and a dom1cilmr:y r-ect.wer has not been appointed u·,th 
rt.s�ct to the foreign insurer undu the rcha bihtatwn and li.q111datwn 
law of tht state of domicile of the fort1gn insurer, the department may 
apply to tM. Circuit Court of Uon Cou nty and mch event constltute-; 
grounds for tht. dtpartment to be appointed as rccewcr as pml'rdtd in 
chapter 631 ,  Florida Statu tes, with re,pt,t to tht. lzquidatwn ofproputv 
of fure1gn rnsurus found in this -;ta tt. The occurrence of a mandatory 
control level event rs a ground for such appltcatwn 

(9) Thert ,;hall be no liab1lLtv on the par-f of. and no ca u,;e of actwn
�hall an:;e against, the comm1s ,wner, the departmt.nf, or it� emplo)ees 
or agents for any actwn talrm b) them in the ptrform ance of th1;.1r pou ers 
and duties under this :;ectwn 

I 101 The department shall tran,mtt any notice tha t m.a) result i n  
regulatory actwn by registert.d mail, ctrtzfied mail, o r  any other method 
of transm1sswn .Vot1ct. IS effcctwe whf!n the rn,urcr recewes i t

( 11) For the purpo:;es of the nslr based capital report, requ1rf!d t o  be 
ftlt.d by life and health insurers wah respt!cl to their 1997 annual 
statermnt data and the risk bast!d capital reports required to bt filed by 
proputy and casualty insurers with respt!cl to tM.ir 1997 ann ual 
statement data, tht! following requ1remmts apply in l1t!u of tht proutswns 
of sub�f!ctwns (3), (4J, (5), and (6) 

(a) If a company actwn level event occurs with respect to a domf!stic
insurer, tht dt!partment may not ta!u any rf!gulatory actwn 

(bJ If a rtgulatory actwn level event occurs under subparagraph 1 ,  
subparagraph 2 ,  or subparagraph 3 of paragraph (.J!(a), the 
departmtnt shall take the actwns rf!quired under subst.ctwn (3) 

(c) If a rt.gulatory actwn lt!L'el t!L•ent  occurs under subparagraph 4 ,
subparagraph 5 ,  subparagraph 6 ,  subparagraph 7 ,  subparagraph 8 ,  
or subparagraph 9 of paragraph (4)(a), or an authorized control lt!Vt!l 
event occurs, the department shall take the actwns required undu 
substctwn i4) 

(d) If a mc.ndatory control lt.vt!l event occurs U'tlh rt.spt.ct to an 
znsuru, tht ckpartment shall takt. tht actwns required undtr subsection 
(5), 

(12) Th,� sectwn 1s  supplemental to the ntht!r laws of thts statt and
does not preclu<k or l1m1t any powtr or duty of tht dtpartmf!nt under 
thost. laws or under the rules adopttd under thost laws 

(13) Thi• sf!ctwn does not apply to a dornestu: property and casualty
msuru that mut$ all of the follow mg conditions. 

(a! Writes direct businf!SS only in this state, 

(b) Wntt.s dtrtct annual prt!mlUms of $2 m1llwn or less, and

(c) Assumf!s no rernsuranct. in t.xctss of 5 pt.rctnt of direct premwm.s
wntttn 

(14) Tht dt.partrnent may adopt rule-. to administer this $tCtwn,
includmg, but not l1mittd to, tho1tt rtgardrng risk bast.d capital reports, 
ad1ustf!d nsit. based capital reports, nsk bast!d capital plans, correctwe 
ordt!rs and procedures to be followtd i n  the evtnt of a tnggf!ring of a 

compan) acfwn lcucl tuf'n!, a rl.'gulatory actwn level e 1 •ent, an authorized 
control levPI ti•ent, nr a man datory control level rucnt 

Sect10n 2 A ,;1,et1, of 1n,urers, report111g requirements -

(1 ) A �  u ,ed zn th 1 �  ,ecllun thl.' t,,rm 

,a 1  �,\farerwl acquVillwn of a,sc>ts " or "material di :;po-;ttwn of assets " 
mtan,; onr or more tranwct1nn,; occurring diirtn,: any 30-day period 
which are nnnrf'cu rring and not In the ord1nar) cour,e of busme% and 
mt•oll 't more than 5 percent of the rrportmg insurer',; total admitted 
assets as reporttd 1n tts mo-;t recent sta tu tory statE:ment filtd with tht! 
msuranet dt!partment of the insurer's state of domtctle 

(b) "Matrnal nonrenewal, cancellatwn, or rev1swn of a ceded
rei nsurance agrrtment" i, one that  affects 

1 Wah respt.ct to property and casualty busine,;s, mcludzng acc1dtnt 
and hl'alth bu �zness u·nUcn by a property and casualty uuwrer 

a Mort than 50 paccnt of the insuru's total ctdtd written premium, 
o, 

b Afore than 50 pt!rcent of thf! insurer's total ctr:kd 1ndemnLtv and 
fos,;;•ad1ustment resuuts 

2 \\'1 th  re,pect to !1fe, annmty, and acc1dl'nt and health bu-.ine�s. 
mart than 50 percent of the total re�en•e credit taken for busrness ceded, 
on an annua!izcd ba� 1 �, as zndteated in th£ insuru's mo:;t ncent annual 
statement 

3 H'ith re ,pect !0 proptrf) and ca ,ualty hubtness or life, annuity, and 
accident and health hu\ tne\S, a material rw1:;wn includes 

a The replacement of an authorized rtinsu rer repre:;entmg more 
than 10 per-cent of a total cesswn by one or more unauthon::f!d remsurers, 
,,, 

b The reductwn or wawer, 11.nth respect to ont or mort unauthorized 
ins11rers, of prepwutdy estahli shed collalual rtqutremf!nts represnitrng 
m art: than 10 percent of a total cco;swn 

(2) Each domestic insurer shall file a rt.port wl.th the Department of 
ln,;urance disclosing a mn.terzal acqu1sl lwn of asst.ts, a matcnal 
d1bpo<;1t1on of as,ets, or a materrnl nonrenewal, cancf!llation, or rt.vV iton 
of a cedt.d rt.msuranct agreemtnt, unless the matuwl acqurn1tion or 
d1spos1t10n of asset:; or the material nonrt.newal, cancellatzon, or rcviszon 
of a cedt!d reznsuranee agreement has bt!en submitttd to the d�part�nt 
for ret• tew, approval, or mformat1onal purposes under anothu sf!ctwn of 
the Florida Insurance Code or a rult adopted thereundt.r A copy of the 
report and each exhibit or other attachmt.nt m ust be filed by the msuru 
wtth tht National Assocwtwn of lnsuranct Comm1sswners The rtport 
rt.qu1rtd m this ,;;tctwn is dut u•tthrn 15 days after the md oftht caltndar 
month tn which the transaction occurs. 

(3) An immaterial acqumtion or drspo.�itwn of assets need not be
reported under tlus sectwn 

(4)(a) Acqumtwns of asst.ts which art sub;tct to this sectwn mcludt! 
t.ach purchase, lea-.e, txchangt, mtrger, consolidation, succtsswn, or 
other acqms1twn of assets Asst!t acquts1twn1, for the constructron or 
deut.lopnumt of real proputy by or for tht! rtportrng msurt.r and tM. 
acqutsitwn of construction materials for this purpose are not sub;t.ct to 
thr.s section 

(b) Dtspositwns of as1tets u·h1ch art! subJf!Ct to thts stctwn include 
each salt!, ltase, txchange, mf!rgf!r, consoluiat1on, mortgage, 
hypothtcatwn, assignmtnt for the benefit of a creditor or otherwise, 
abandonment, dt.structwn, or othtr dtspositwn of assets 

(5J(a) Tht follou·mg informatwn must be d1sclo�ed rn any report of a 
matf!nal acqu1s1twn or d1spos1twn of assets 

1 Tht date of the transactum, 

2 Tht manner of acqms1twn or disposttwn, 

3 Tht dtscrtptwn of tht as�t.t<; muolued, 
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4 Tht naturt and amount of the comtdtratwn gwtn or rtcewtd, 

5. Tht purpose of, or rtason for, the transaction,

6 The manner by whtch tht amount of considtratwn was 
dttumtned, 

7 Tht!. garn or loss rtcogniud or realized as a result of the 
transactwn, and 

8. The namt of tht person from whom tht assd& wue acqULred or to 
whom they wtrt dtspostd 

{b) Insurers must report material acqu1s1twns or dtspostttons on a 
nonconsolidattd bast'> unles� the msurer ts part of a consolidated group 
of msurtn whrch uses a pooling arrangement or a 100-ptrctnt 
rtrnsuranct agreement that affects the solvency and rntt'grtty of tht 
insurer's reserves and the insurer has ceded substantially all of its dtrl!.ct 
and assumed busin1tss to tht pool An msuru 1s dumtd to haut ctdtd 
substantially all of its dinct and assumed business to a pool if the 
msu.rtr has lts.! than $1 million in. total dirtct and assumed wntten 
premw.ms du.ring a calendar ytar which art not su.b;ect to a pooling 
arrangement and iftht net mcomt of tht bu.sines, which is not su.b;tct to 
tht pooling arrangtmtnt represents ltss than 5 ptrctnt of tht insurer's 
capital and surplus 

(6) Tht nonnntwal. cancellatwn, or rtt 1swn of a ceded remsu.ranct
agretmtnt need not bt rtporttd 1{ tht rtnewal or tht rtuiswn 1s not 
mattrtal or if 

(a) With respect to property and casualty business, tncludmg
accident  and htalth business wrt tttn by a property and ca.!.ualty tn'>urer, 
tht m �urer's total ceded written prtmw.m rtprestnts, on an annualized 
basis, less than 10 percent of its total written prtmwm for direct and 
assumed business, or 

(bJ With rtsptct to lift, annmty, and accident and health bu�tnt.!.S, 
tht total reserve credit tahtn fur busmtss cedtd reprtstnts, on an 
annuahud basis, ltss than 10 percent of tht statutory reserut 
reqwremtnt befort the ceS\tnn 

(7! (a) Th i! following mformatwn must bt disclostd m any rtport of a 
material nonrenewal, canallatwn, or revision of a ceded remsurance 
agreement 

1 The effectwt date. of the nonrentwal, cance.llatwn, or rei1.<,Wn, 

2 Tht dtscriptwn of the tra nsaction and th!! tdt.ntLfica twn of the 
tmtmtur of the transact.on, 

3 The purpose of, or rtason for, the transaction, and 

4 I
f 

appltcablt, the identity of tach replacemtnt rtmsuru 

(b) Insurers shall rtport t� material rwnrtnewal, cancellation, or 
rtutston of a ceded retnsuranct agrt.tme.nt on a nonconsohdattd basts 
unle,;s tM tnsunr ts part of a consoltdattd group of insurers which uses 
a pooling arrangtmtnt or a JOO-percent reinsurance. agreement that 
af{tcl.! tht solvency and mtt>grtty oftht msurtr's reserues and the msurt.r 
has ceded substantmlly all of1ts dire.ct and assumed b !l.!tntss to tht pool 
An msurtr LS durmd to have ceded substantially all of its dtrect and 
assumtd busvi.ess to a pool tfthe insurer has less than $I m1ll10n m total 
direct and assurmd writtt.n premiums during a calendar year which art 
n.ot sub;ect to a pool mg arrangement and tf the ntt rncomt of the bu�tness 
not sub;ect to the pooltn& arrangement rtprestnt� less than 5 ptrctnt of 
tht rnsurt.r's capital and surplus 

Section 3 Subsect10n ( 1 )  of section 624 3 161 ,  Flonda Statutes, 1s 
amended to r"ad 

624 3161  Market conduct exammations -

f l )  As often as it drems necessary, n,,rlil "'' il'SS H'eftWPRt.l_. t.loiafl l'e.ei! 
§ _ Brtr!! , the department shall examine each licensed rattng
org,mlzat1on, each advisory orJ::"anizat10n, each group, assocut10n , or
othl"r oq::,m1zat10n of 1mrn rers which t'nga�f's in Joint und"rv1r1tmg or 
JOIOt rPtnsur,tncP, , ind 1•,1ch authnnzed IO'lUrer transat..tmg m this state

any class of msurance to which the prov1s10ns of � chapter 627 
are applicable The exammat1on shall be for the purpose of ascertammg 
compliance by the person examined with the applicable prov1s1on.!I of 
chapters 624, 626, 627, and 635 

Section 4 Paragraph 1d) of subsection t 8) of sect10n 624 424, Florida 
Statutes, 1!1 amended to read 

624 424 Annual statement and other mformation -

(8) 

(dJ An insurer ma:, not use the same accountant or partner of an 
n.ccountmg firm responsible for preparmg the report required by this 
subsection for more than 'i & consecutrve years Following this period, 
the insurer may not use such accountant or partner for a period of 2 
years , but mav use another accountant or partner of the same firm An 
insurer mav request the department to waive this prohibmon based 
upon an unusual hardship to the insurer and a determination that the 
acco untant 1s exercising mdepe ndent Judgment that 1s not unduly 
influenced by the insurer cons1dermg !mch factors as the number of 
partners, e,pert1se of the partners or the number of tnsurance clients of 
the accountmg firm, the premium volume of the msurer, and the 
number of Junsd1ct10ns m which the msurer transacts bus mess 

Sect10n 5 Sectwn 6.24 5094, Florida Statutes, 1s created to read 

624 509.J Casualty insurance premzu.ms -l,'otwithstandmg any 
statutory prot't1>wn to the con trary for tht purposl's of calculating tht 
annual assessments for the Special Di sabtlity Trust Fund undtr s 

440 49 and e1p�nses of adm tn tstratwn under s 440 51 any amount paid 
or credited as dwidend� 0'" premwm refunds in tht same cal�ndar year 
by tht insura to i ts policyholder,:; must bt deducted from "n�t prt!mWm, ,. 
"ntt premwms wn tttn, " "drrect prl!m1um,,. and "n�t prtmwm collected" 
for the cali?ndar year Such offset for dt t• rdt nds or prl!mLUm rt.fu nd.!. paid 
or crt.dtted for the current year must be appl ied against the cu rrent year's 
net premw m  for that year's ass��sment r�gardltss of the policy year for 
whtch the dwtdends or premrnm refunds are being reimbursed 

s�ct10n 6 P a.ragraph ( 1 )  is added to subsection l5) of section 625 121 ,  
Flonda Statu tes, 1996 Supplement, to read 

625 121 Standard Valuation Law, hfe msurance -

(5 1  M 1;,,;1;-!UM STANDARD FOR VALUATION OF POLICIES AND 
co;,,;TRACTS ISSUED ON OR AFTER OPERATIVE DATE OF 
STA.'i'DARD NONFORFEITURE LAW -Except as otherwise provided 
1n paragraph lh ) and subsections 16) ,  ( 1 1 ) ,  and (14), the mm1mum 
standard for the vi,,luat10n of all such pohc1es and contracts issued on or 
after the operative date of s 627 476 ( Standard Nonforfe1ture Law for 
Life Insurance) shall be the comm1ss1oners' reserve valun.t1on method 
defined m subsection! (7) ,  r ll l, and ( 14), 5 percent interest for group 
e.nnU Lty and pure endowment contract!! and 3 5 percent mterest for all 
other such pohc1es and contracts. or m the case of hfe msurance pohc11"! 
and contracts, other than annuity and pure endowment contracts, 
issued on or after July 1, 1973, 4 percent interest for such pollCleS is!lued 
prior to October 1, 1979, and 4 5 percent  interest for such pohc1es issued 
on or after October 1, 1979, and the followmg: tables 

(1) In lieu of the mortahty tahles sptci{itd tn this substctton, and 
subject to rules adopted by the department, tht insurance company may, 
at its optwn 

Substttute tht appl1cahlt 1 958 CSO or GET Smohu and 
Nonsmnker 1\.tortalzty Tahlt.!.,  m lieu of th� 1980 CSO or CET mortality 
table .� tandard, for policies tHutd on or aftu the opuatwt date of s 
627 476(9) and befort January I, 1989 

2 Su.b, titute the appl1cablt 1980 CSO or CET Smoker and 
Non\molur �fortallty Tables ,n heu of the 1 980 CSO or CET mortaltty 
table �tandcird, 

3 U\e the Annuity 2000 Mortality Tcible for de ttrmintng tht 
minimum \la ndard of 11alu.atwn /Or rndwidual annwty and pure 
PndntNnuit uiri tract� h�ued on rir r1ftl'r the operatwe date of this �ectwn 
until the rlrpartml:'n l,  , ,n 11 d11'P , t• .-farn that u, l!n rJr after January I, 
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1998, adopts hv rufr that tablr for deltrmin in,g the mtn 1m1im �tandard 
for valuation purpo\e<; 

4 Us( the 1994 GAR Tahlc fnr dettrm i nin� the minimum \tandard 
of 1,aluatwn for an nm tie,;; and pure enduu men!<; pi..rchased on nr after 
the operatwc date uf this �eclum under group annwtv and pure 
endvu•ment contracts un til the department, on a date certa in that tb on 
or after Jan uary I, 1 998 adopt� h)' rule that table for determ1 n in� the 
minimum standard for valuatwn purposes 

Sect10n 7 Paragraph (e I of subsectmn : 1 1  of sect10n 626 32 1 ,  Florida 
Statutes, 1s amended to read 

626 32 1 L1m1ted licenses � 

( l !  The department shall issue to a qual ified md1v1dual, or a 
qualified md1v1dual or entity under paragraphs rd )  snd teJ, a license as 
agent authori zed to transact a limited class of business in any of the 
following categories 

[e J Credit hfe or d isab1lity msurance -License covering onl� credit 
hfe or disability insurance The license may be 1'-Sued only to an 
md1v1d ual employed by a life or health insurer as an officer or other 
salaried or comm1ss1oned represen tative, or to an md1v1dual employed 
by or associated v.. 1th a lendmg or financing rnst1tut10n or creaitor, and 
may authonze the <;ale of such insurance onh v. i th respect to borrov. ers 
or debtors of such lendmg or financing mst1tut1on or creditor Hov. ever, 
onl) the md1v1dual or entity whose tax 1dent1ficat1on number if> used m 
ret.eivmg or is credited \\ 1th rf'ce1vmg the cornm1ss10n from the sale of 
such insurance shall be the licensed agent of the msurer Ko md1v1dual 
v. h1 le  so hce:1sed shall ho ld a license as an a gent or sol icitor as to any
other or additional kmd or claf>s of hfe or health msurance coverai:;e An

entity othPr than a lendi ng or financial 1nstl tu twn drfi.ncd in s 626 988
holdrng a limit�d licmse under this ...,ub<Jectwn {JJ1d \hall also be
author.zed to sell credit property msurance

Sectwn 8 Paragraph (h i  of �ubsect1on (9J ofsectwn 627 476, Florid a 
Statutes, is amended to read 

627 476 Standard >:"onforfe1ture Law for Life Insurance -

19) CALCliLATION OF ADJVSTED PREMJU�!S A.'iD PRESE:-.-T
VALliES FOR POLICIES ISSl'ED AFI'ER OPERATIVE DATE OF 
THIS Sl'BSECTION -

(hJ All adJ usted premmms and present \ a loes referred to m this 
section shall for all policies of ordmary msurance be calculated oo the 
basis of the Commissioners' 1980 Standard Ordmary Mortahtv Table or, 
at the elect10n of the msurer for any one or more specified plans of hfe 
msurance, the Comm1ss1oners' 1980 Standard Ordmary Mortality Table 
with Ten-Year Select Mortality Factors, shall for all pohc1es of 
mdustnal insurance be calculated on the basis of the Commiss10ners' 
1961 Standard lndustnal Mortahty Table, and shall for all pohc1es 
issued m a particular calendar year be calculated on the basis of a rate 
of interest not e,ceedmg the nonforfe1ture interest rate as defined m 
this subsect10n for pohc1es issued m that calendar year However 

1 At the opuon of the msurer, calculations for all pohcies 1ssued m 
a particular calendar year may be made on the basis of a rate of mterest 
not exceedmg the nonforfe1ture mt.crest rate, as defined m this 
subsection, for pohc1es issued m the immediately preceding calendar 
year 

2 llnder anv paid-up nonforfeiture benefit, mcludmg an) paid-up 
dividend ll.dd1t1ons, any cash surrender value ll.vailable, wh"ther or not 
reqmred by subsect10n (2) ,  shall be calculated on the basis of the 
mortaht) table and rate of interest used m determmmg the amount of 
such paid-up nonforfe1ture benefit and paid-up drv1dend add1t10ns, 1f 
any 

3 An msurer may calculaU' the amount of any guaranteed paid-up 
nonforfe1ture benefit, mcludmg any paid-up additions under the pohcy, 
on the basts of an mterest rate no lower than that specified m the po hey 

for calculatmg cash surrender values 

4 In calculatmg the present value of any prud-up term insurance 
with accompanymg pure endowment, 1f any, offered as a nonforfe1ture 

benefit thP rates of mortaht, assumed ml'!.:'-- be not more thnn those 
shown m thf' Commiss10nns' 1980 E>..tended Term Insurance Table for 
pohc1es of ordmnry msurnnce and not more than the Commissioners' 
196 1  lnd uslnal Ext.ended Term lm,urance Tab le for policieb of 
industrial i nsu rance 

5 In / 1 ,:u of t he murtauty tabh5 spccr/1Ld in this sedwn, al the nptwn 
of the rn �urana compan1 and �u !yect to rufe., adnpted by the 
department,  the in.�urancl compan_v may <; ubstit ute 

a ThP 1958 CSO or CET Smnker and Nnnsmohcr Mortal ity Tables, 
wh1che1-,er ts applicable, for policies issued on or after the nperatwe date 
of th1s sub.,�ctwn a nd b�fore January 1, 1989, 

b The 1980 CSO or CET Smoker and Nonsmoker Mortality Tables, 
wh1che ller V i  applicable, for pol11:-1es t%Ued on or after the operatwe date 
of this subsectwn, 

c A mortality table that 1s a blend of the 1,ex-di�t1nct 1980 CSO or 
CET mortal1t::, table standard, wh1che1-'er Vi applica ble, or a mortrility 
tahle that t� a blend of the sex-distinct 1980 C'SO or CET �moker and 
non<;m1,J.er mnrtaZlf1, table standard1,, u,hichet•er IS applicable, for 
policies that are mb_1(ct to the [ini ted State\ Supreme Court deuswn in 
A.nzona Goucrn.mg Commtllee t lv'orns to pre,,cnt unfa1r discnmwatwn 
in employmen t si tuations 

6 e- For insurance ,ssued on a sul:istandard bds1s the ulculatwn of 
an} such adJusted premrnms and present values ma} he based on 
approprrnte mod1ficatwnh of the aforementioned tables 

Sect10n 9 Sect10n 627 4555, Florida Statutes, i.e. amended to read 

627 4555 Secondary notice -Eiccpt as prot•tdcd zn th is sPctwn, a ft0 

contract for lifo msur:ince , .,sutd or Vi wed for dclwery in th 1 �  .\late on or 
after Octobr!r 1, 1991, covering a natural person 64 vears of ,1g-e or older 
-.re ae9 8, a aatl:l.ral tierEsn 64 . e1us sf ege sr shler, which has been 
m force for at least 1 year, may nnt e-h-aJ-1 be lapsed � for 
nonpayment of premrnm unless, after exp1rat10n of the grace period, and 
at least 21 davs before � the effective date of any such lapse 
em:ieeliat10n, the insu rer has mailed a notificatwn of th e impending 
� lap::,e m coverage to thP pnltcyowncr s ner sf tfle f!Bhe) and to 
a specified secondary addressee if such addressee has been designated 
m wntmg by name and address b) the pohcyowner An msurer 1ssmng 
a life insurance contract on or after October 1, 1997 �, shall notify 
the apphcant of the nght to designate a secondary addressee at the time 
of appltcatwn for the pohcy, on a fnrm provided b) the 1murer, and at 
any time the pol icy rs rn force, by submitting a u ntten notice to the 
insurer contarning the name a nd address of the secondary addre\�U For 
purpo<;es of any life rn<;urance policy that prot1 1de,;; a grace perwd of more 
than 51 da::, s for nonpayment ofpremwms, the notice of impending lapse 
in coverage required by this sectwn must be mailed to the pol1cyownu 
and the secondary addre,;;see at least 21 da_vs before the cipiratwn oft� 
grace perwd prourded rn the policy This s ectwn do�s not apply to any life 
in�uranCI! contract under wh ich premiums are payable monthly or more 
frequently and are regularly collected b_v a lic"nscd agent or are paid by 
credi t card or any preauthonud check processing or automatic debit 
serurce of a financial rnstr tutwn FsP pohetee iilf hfe IRBLIPEH1 ee 10eue8 BP 
PeeeweEi BR SP 11:A.eP Ott.shef' 1, 1008, tfle msliPCP eflalt P.si1!"-:, ihe s nef", 
&'Ii le&et aem:1aU_,, sf the PJ�t ts 8:e(H�&\e a eeesedal'!I a8.8.Pessl!e 

Sect10n 10 Section 627 5045, Florida Statutes, 1s amended to read 

627 5045 Secondary notice -Except as provided in this sectwn, a ft0 

contract for an mdustrial hfe insurance pohc::,. issued or issued for 
dl!ln·ery rn  this state on or after October 1, 1997, for which premrnms are 
paid monthly, covering a natural person 64 years of age or older or 
owned by a natural person 64 years of age or older, which has been m 
force for at least 1 year, may not Sftft-l-l- be lapsed � for 
nonpayment of premium unless, after expirat10n of the grace period, and 
at least 21 days before � the t'ffective date of such lapse 
ea0oeUe.i100, the msurer has mailed a not1ficat10n of the impending 
� lapse m co,,. erage to th" poltc_vowne; • Iler ef tf!e Jii■l!e3 and to 
a specified secondary addttssee if such addressee has been designated 
m wr1tmg by name and address by the pohcvowner An msurer 1ssumg 
an mdustnal hfe insurance contract on or after October 1, 1997 +0-Be, 
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!hall notify the applicant of the nght to de!l1gnate a secondary addres�e 
at the timt: of apphcatwn for the pol,cy on a form prou1dt!d by the tnsuru 
and at any tun-I! the policy 1s m force by submitting a wr1ttt:n notict to the 
insurer contarnmg the name and address of the secondary addressu
This �ctwn does not apply to any life insurance contract unda whtch
premrnms are payable monthly or more frequmtly and art regularly 
collected by a licensed agnit. Far �eltl!u!s ef m!11:1:11tr1al hff! 1nsttraaee 
1sf!1:1eB. tr reP!e •ed oe sr aAer G!teBer 1, lQOB , U1e lRBHFeP ei\alI P1ot1fy 
&Ae " 1'1!8l', at least t1:1:UIW1i1:Jl� , ef t:he l'!g<,kt ie 8:emgeaie a eeeilnda,:• 
athlreeeee 

Section 1 1  Section 628 801, Flonda Statutes, 1s amended to read 

628 801 Insurance holdmg companies, registration, regulauon ­
Every msurer which 1s authonzed to do business m this state and which 
1s a mem�r of an insurance holding company shall reg1s�r with the 
department and be subJect to retulat1on with respect to its relat10nsh1p 
to such holdmg company as provided by rule or statute The department 
shall adopt rules estabhshmg the mformat1on and form required for 
regis tration and the manner m which registered msurer:, and their 
affiliates shall be regulated The rules shall apply to domestic msurers , 
foreign msurers, and commercially domiciled insurers except a fore1�n 
msurer domiciled ID states that are accredited by the �ational 
Association of Insurance Commiss 10ners by December 31 ,  1995 Except 
to the extent of any conflict with th1! code, the rules must include all 
reqmrements and standards of ss 4 and 5 of the Insurance Holdmg 
Company System �gulatory Act and the Insurance Holding Company 
System Model Regulation of the National Assoc 1at10n of Insurance 
Comm1ss1oners, as the Regulatory Act and the Model �gulat1on e"isted 
on January 1, 1997  �. and ma) include a proh1h1t10n on oral 
contracts between affiliated ent1t1es Upon request, the department may 
waive fihng reqmrements under this section for a domestic insurer that 
1s the sub!1diary of an insurer that 1s m full compliance with the 
msurance holdmg company registration laws of its state of dom1ctle, 
which state is accredited by the National Association of Insurance 
Comm1ss10ners 

Sect ion 12 This act shall take effect upon becommg a law, except 
that sect10ns 9, 10, and 11 shall take effect Oct-Ober 1, 1997 

And the title 1s amended as follows 

On page 1, Imes 1-3 1 ,  
remove from the title o f  the b1U all of said Imes, 

and msert m heu thereof A bill to be entitled An act relatmg to 
insurance, reqmnn� certa10 msurers to file reports concernmg their risk 
based capital, requmng the Department of Insurance to request such 
reports under certam circumstances , prov 1dmg for hearmgs, prov1dmg 
definitions and reportmg requirements, requiring �rtam msurers to file 
reports of material transactions concernmg their assets or their ceded 
remsurance agreements, prov1dmg defimtions and reporting 
requirements, prescnbmg authonty of the Department of Insurance 
Wlth respect t-0 such reports, amendmg s 624 3 161 ,  F S ,  deletmg a 
hm1tat1on on frequency of certam market conduct exammat10ns, 
amendmg s 626 32 1, F S , authonzmg persons who hold a limited 
hcense for credit msurance to hold certam additional hcense!l, amend mg 
s 624 42-4, F S , mcreasmg the time hm1tatlon on insurers usmg certain 
accounting service:, for certam purposes, creatmg :, 624 5094, F S , 
prov1dmg for offset of dividends or pre mium refund:, m calcu!atmg the 
annual asses:,ment for the Special D1sab1hty Trust Fund and expense:, 
of admm1strat1on, amend mg :, 625 121,  F S ,  prov1dmg for the use of 
add1t10nal mortahty tables, amending s 627 476, F S ,  prov iding for the 
u:,e of add1honal mortahty tables, amend mg s:, 627 4555 and 627 5045, 
F S , revising prov1s10ns requmng notice to pohcyowners and secondary 
addressees of 1mpendmg lapse of certam msurance pohc1es under 
certain circumstance:,, prov1dmg procedures ,  prov1dmg apphcahon, 
amending s 628 80 1, F S ,  u pdatmg a reference to the lmrnrance 
Holdmg Comp.my System Regulatory Act, provtdmg effective d ates 

Rep Mackenzie moved the adoption of the amendment, which was 
adopted 

The Committee on Fmanc1al Services offered the following 

Amendmrnt 2-On p,1g-e 2 1 , lme1 s 1  29 & .JO, 
remove from t he bi l l  ,1 1! of s,wl lmeg 

and msert 1n lieu thereof Subsections { l) and (3) of section 624 3161, 
Flonda Statutes, are amended to read 

Rep Safley moved the adoption of the amendment Sub:,equently, 
Amendment 2 was withdrawn 

The Committee on Fmanc1al Services offered the following 

Amendment 3 (with title amendment)-On pa�e 24, between 

lmel s) 10 & 1 1, of the bill 

msert (3) VpsA ag:rel'!�eai Ee� ees \he depa.riMeai !Fld U:ie ms1::1,PeP, 
� Th� exammat10n may be conducted by an tndependent professional 
exa mmer under contract to the department, m which case payment 
shall be made directly to the contracted exammer by the 10surer 
exammed m accordance with the rates and terms agreed to by the 
department d�I'! meu!'e!', and the exammer 

And the utle 1s amended as follows 

On page 1, !mets) 16, 

after the semicolon msert rev1smi contract spec1ficat10ns for 
mdependent exammers, 

Rep Safley moved the adopt10n of the amendment Subsequently, 
Amendment 3 was withdrawn 

l.inder Rule 127, the bill was referred to the Engrossm� Clerk 

Continuation of Economic Impact Council Calendar 

CS/RB 1 145---A bill to be entitled An act relatmg to professional 
sports franchises, amending s 288 1 162, F S ,  rev1smg the definition of 
the term "new profess10nal sports franchise", authonzmg certam 
applicants to be certified more than once under certam circumstances, 
prov1dmg requirements for certam apphcants, confornung dates to 
comply with the act, prov1dmg that an apphcant applymg for 
certification for more than one franchise, after a certam date , 1s reqmred 
to have a contract with the Department of Labor and Employment 
Secunty for the hmng of WAGES part1c1pants, providmg contract 
requirements, providmg for an annual report to the Governor and 
specified leg1 q\at1ve leaders on the extent of WAGES hmng by the 
apphcant, prov1dmg an effective date 

-was taken up, ha\ mg been read the second time earlier today, now
pending on motion by Rep Logan to adopt Substitute Amendment 2 

The question recurred on the adoption of Substitute Amendment 2. 

�p Starks moved to lay the bill on the table, which was not agreed 
to The vote was 

Yeas-3 1 

Ball Fmher Lacasa Stabms 
Betancourt Frankel �fartmez Sta fford 
Burrough:, Geller Posey Starks 
c,rlton Healey Rodr1guez-Chomat Villalobos 
Casey Hill ROJ:35 Wallace 
Clemons Horan Safley Warner 
Cosgrove Kelly Stiver Wiles 
Diaz de la Porttlla Kosma:, Smd!er 

Na:, s-7 1 

The Chair Boyd Effman Jacobs 
Albright Bradley Eggel let1on Jone, 
Andrews Brennan Fasano Kmg 
Argenz111.no Byrd Feenev Laurent 
Arnall Constantine Fuller Lippman 
Arnold Crady Futch L1ttlefield 
Bamter Crist G,y Logan 
Barreiro Culp Good, Lvnn 

Hitner Daw,;on-Wh1te  Hamnj!ton Mackenzie 
B!mJm Dock!'TY H!'vman M.tckey
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to nonconformity of motor vehicles, provtdmg- additional t1meframes 
with respect to recreational vehicles, amendmg !I 681 109, F S ,  relatmg
to the Flonda New Motor Vehicle Arbitration Board and dispute
ehgibthty, rev1smg procedures for dispute, prov1dmg for rule!,
amend ing s 6S 1 1095, F S ,  mcreasmg membenih1p on the board,
prov1dmg for hearings by panels of three board members prov1dmg 
timeframes for hearings , creatmg s 681 1096, F S ,  prov1dmg for a Pilot
RV Med1at1on and Arbitration Program, prov1dmg for creation and 
quahficat1ons, creating s 681 1097, F S , providing for dispute ehg1b1hty 
and program functions, provtdmg for med1at1on, prov1dmg for 
arb1trat1on, amending s 681 113, F S , rev1smg language with respect 
to dealer habthty, amending s 681 1 14, F S ,  revising language with 
respect to resale of returned vehicles, amending s 3 19.14, F S ,  
redefining the term �settlement", prov1dmg for the appl1cation of the act; 
prov1dmg an effective da� 

-¼ as read the thtrd time by title On passage, the vote ¼as

Yeas-118 

The Chair Crow Ko!mas Roberts-Burke 
Albright Culp Lacasa Rodnguez-Chomat 
Andrews Dav.son-V11utl!: Laurent RoJaS 
Argenziano Dennis Lawson Safley 
AmaJl Diaz de la Portilla Lippman Sanderson 
Arnold Dockery Littlefield Saunder! 
Bainter Edv. ards Livingston Sembler 
Ball Effman Logan Silver 
Barreiro Egge!letwn Lynn Sind ler 
Betancourt Fa5ano Mackenzie Smtth 
Bitner Feeney Mackey Spratt 
Bloom F15cher Martinez Stabins 
Boyd Flanagan Maygarden Stafford 
Bradley Frankel Meek Starks 
Brennan Fuller Melvin Sublette 
Bron!on Futcn Merchant Thrasher 
Brooks Gay Mir.ton Tobin 
Bro..., n Geller Morroni Trovillion 
Bullard Goode Morse Turnbull 
Burroughs Greene Murman Valdes 
Bush Hafner Ogles V1l !alobo! 
Bvrd Harnngton Peaden Wallace 
Carlton Healey Po!e:,, Warner 
Ca!ey Heyman Prewitt, D Wa!serman Schultz 
Ch,stnut Hill Pruitt, K Westbrook 
Clemons Horan Putnam Wiles 
Constantme Jacobs Ray�on Wise 
Cosgrove Jones Reddick Ziebarth 
Crady Kelly Ritchie 
Crist Kmg Rttter 

Nays-None 

So the bill passed, as amended. and was immediately certified to the 
Senate 

. ------
( HB 194.'l-� bill to be entitled An act relating to msurance, requinng 
�rs to file reports concerning their risk based capital, 

requirmg the Department of Insurance to request such reports under 
certam circumt'ltancet'I, prov1dmg for heanngs, providing definitions and 
report.mg requirements, reqmrmg certain ml!urers to file reports of 
matenal transactions concerning their asset.! or their ceded reinsurance 
agreement.!, prov1dmg defimt10ns and reportmg reqmrements, 
pret'lcribmg authonty of the Department of Insurance with respect to 
such report.,, amendmg s 624 3161 ,  F S ,  deleting a hm1tat1on on 
frequency of certain market conduct exammat1ons, amending s 
626 J21, F S , authonzmg person!'! who hold a hmited !icPm,e for credit 
msurance to hold certam add1t10nal licenses, amendmg s 624 424, F S , 
mcreasmg the time hmitatlon on insurers usmg certam accountmg 
service!! for certam purposes, creating s 62-4 5094 F S , providmg for
0ff$et of d1v1dend9 or premium refunds m cakulatmg the annual 
al!sessment for the Special D1sab1htv Trust Fund and expense!! of
admm1strat10n, amending s 625 1 2 1 ,  F S ,  providing for the u:,e of

additional mortahty tables, amending s. 627 476. F S ,  prov1dmg for the 
use of additional mortality tables, amending l!S 627 4555 and 627 5045, 
F S , revising provisions requtnng notice to pohcyowners and secondary 
addressees of tm�ndmg lapse of certain msurance pohc1es under 
certain circumstances, pro,.1dmg procedures, prov1dmg application, 
amendmg s 628 80 1, F S ,  updatmg a reference to the Insurance 
Ho{dmg Company System Regulatory Act. providing effective dates 

-was read the third time by title

RepresentattvelsJ Mackenzie and Bamter offered the followrni

Amendment 4 (with title amendment)-On page 24, lme(s) 13-25,
remove from the bill· all oi said Imes, 

and msert m lieu thereof 

Section 3 Subsections ( 1 ) and ( 3 )  of sect10n 624 3161 ,  Flonda 
Statutes, are amended to read 

624 3 161  Market conduct exammat10ns -

(1)  M often as it deems necessary, 8:l'!tEl. 0et leas frequeAti) \AaF. eoeft 
-ye-a-F&; the department shaH examine each licensed ratmg 

orgamzat10n, each advisory organ1zat1on, each group, assoc1at10n, or 
other organization of insurers which engages m Joint unde!"',\- ritmg or 
J01nt reinsurance, and each authonzed insurer transacting m this state 
any class of msurnnce to which the prov1s1ons of � chapter 627 
are applicable The exammat10n shall be for the purpose of ascertammg 
comphance by the person examined with the applicable provisions of 
chapters 624, 626, 627,  and 635 

(3J rp:a agFeeMe11t Bet• een tl:i.e BcpoFtMent crn0. tAe m,;urer, Such 
examination may be conducted by an indept-ndent profess10nal 
exammer under contract to the department, m which case payment 
shall be made d irectly to the contracted examiner by the msurer 
examined m accordance with the rates and U,rms agreed to by the 
department ihe 1t1stua, and the examiner 

And the title 1s amended as follows 

On pdge 1 ,  !me• s) 16, of the bill 

m<;ert, after the semicolon re.., 1sing contract spec1ficat10ns for 
mdependent exammers , 

Rep Mackenzte mo..,ed the adopt10n of the amendment, which was 
ftdopted b) the reqmred tv.o�th1rds vote 

The quest10n recurred on the passage of HB 1943 The vote was 

Yeas-1 13 

The Chair Carlton Fui!er Littlefield 
Albnght Case/ Futch Lmngston 
Andrev.s Chestnut Garcia Logan 
Argenziano Clemons Gay Lynn 
Arnall Constantlne Geller Mackenzie 
Arnold Co5grove Gooo, Mackey 
Bamter Crady Greene Martinez 
Ball Cn!t Hafner Maygarrlen 
Barreiro Crow Harnngton Meek 
Betancourt Culp Healey Melvin 
Bitner Dawson-\Vh1te Heyman Merchant 
Bloom Dennis Hill Mmton 
Boyd Diaz de la Portilla Horan Morrom 
Bradley Docken- Jacobs Morse 
Brennan Edwara! Jones Murman 
Bron5on EITman Kelly Ogle:! 
Brook:! Eggellet1on King Posey 
Brown Fasano Ko5ma5 Prewitt, D 
Bullard Feenev L,1ca5a Pruitt, K 
Burrough'> FiMher L.iurent Putnl!.m 
Bum Flan.:i�an LdW!Ofl Ray5on 
Hvrd �'rankel Lippman RMd1ck 
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Rilch1e Sembler 
Ritter Silver 
Roberts-Burke Smdler 
Rodnguez-Chomat Smith 
RoJ11.!1 Spratt 
Safley Stab,n!I 
Sanderson Stafford 
Saunders Starks 

Nays-None 

Sublette 
Thra!lher 
Tobm 
Tro\ ilhon 
Turnbull 
Valdes 
V1llalobos 
Wallact: 

Warner 
Wasserman Schultz 
\\.estbrook 
\\ 1le!1 

W1!1e 

Ziebarth 

So the bil l  passed. as amended, and was immediately cemfied to the 
Senate after engrossment 

Cons1derat1on of CS/HB 1549 was temporarily postponed under Rule 
147 and the third reading nullified 

CS/HB 1631-A bill to be entitled A.n act relating to Challenger 
license plates, amendmg s 320 08058, F S ,  rev1smg language with 
respect to the d 1stnbut10n of the Challenger license plate funds, 
providing for the use of such funds, prov1dmg for the exp1rat10n of 
authority for issuance of such hcense plates, amending s 320 08056, 
F S ,  authormng a reduction m the annual use fee for bulk purchasers 
of such license plates, providing an effectr,.,e date 

-v. as read the thu·d time by title On passage, the vote v, as

Yeas-I l l  

The Chair Crist Kmg 
Albnght Crow Kosmas 
Andre,.,,! Culp Lacasa 
Argenziano Dawson-White Laurent 
Arnall Dennis Lawson 
Arnold Diaz de la Port11la Lippman 
Bamter Dockery Littlefield 
Ball Ed,.,,ards Livmgston 
Barreiro Effman Logan 
Betancourt Egge!letion Lynn 

Bitner Fasano Mackenzte 
Bloom Feeney ,_1acl,e) 
Boyd Fischer �iartmez 
Bradley Flanagan ?'Ila) garden 
Brennan Frankel �leek 
Bronson Fuller �elvm 
Brooks Geller Merchant 
Brown Good, Mmton 
Bullard Greene Morrom 
Burrouihs Hafner MoT!.e 
Bush Harrington Murman 
Byrd Healey Ogles 
Carlton He) man Peaden 
Casey Hill Posey 
Chestnut Horan Pre.,., 1tt, D 

Clemons Jacobs Pnntt, K. 
Cosgrove Jones Putnam 
Crady Kelly Rayson 

Nays-2 

RoJas W Hserman Schultz 

Votes after roll call 
Yeas-Constantine, Gay, Ziebarth 

Reddick 
R1tch1e 
Ritter 
Rooem-Burke 
Rodnguez-Chomat 
Sanderson 
Saunde .. s 
Sembler 
Silver 
Sindler 
Smith 
Spratt 
Stabrns 
Stafford 
Starks 
Sublette 
Thrasher 
Tobin 
Tro;•1 1l1on 
Turnbull 
\'aldes 
Villalobos 
Wallace 
Warner 
Westbrook 
Wile! 
w, .. 

So the bill passed and was immediately certified to the Senate 

On motion by Rep Edwards-

CS for SB'• 1286 & 1«6-A bill to be entitled An act relatmg to 
insurance, creating s 627 06501, F S ,  authorizing motor vehicle 
insurers to offer premmm reductions when the pnnc1pal dnver of an 
msured vehicle has completed an approved dnver improvement course, 
prescribmg cond1t10ns and hm1ts on such offer, amending s 318 1451, 
F S , prov1dmg for an assessment fee to be paid by persons taking such 

a course amendmg s 627 4 19, F S ,  specify mg that. advert1.sements by 
1m,urers m a languag-e other than Engh<;h do not. mod1f, a pohcy m 
English, prov1dmg hm1tations, amendmg s 627 727, F S ,  prov1dmg a 
presumptwn m favor of insurns and their agents nnd emplovees that 
covf"rage has been re_iected or red uced b, an insured who signs a form 
pre'>cnbed by the Department of Insurance, amendmg s 627 728, F S , 
providing for electronic notice of cancel lat1on and nonrenev. als, allowing 
notice of cancellat.10n by postal proof of mailmgs, amending s 627 7288, 
F S ,  providmg that deductibles m a  pohcv that provides comprehensive 
coverage provided to an msured by an authorized msurer do not apply 
to motor vehicle glass deductibles, creatmg s 627 7295 1 ,  F S ,
perm1ttmg temporarv bmdmg of coverage, providmg an effective date 

-was subc:tituted for CS/HB 1549 and read the second time by title
l7nder Rule 99, the House bill was laid on the table 

On mot10n by Rep Edwards, the rules were suspended and CS for 
SB's 1286 & 1446 was read the third time by title On passage, the vote 
was 

Yeas-1 18 

The Chair Cro,.,, Kosmas Roberts-Burke 
Albright Culp Lacasa Rodrigue1.-Chomat 
And rews Dawson-\\'h1te Laurent RoJas 

Argerz1ano Dennis Lawson Safley 
t\rnall Diaz de la Portilla Lippman Sanderson 

t\rnold Dud,.ery Litt lefield Saunders 

Bamkr Edv. ards LJ\'Jngston Sembler 
Bell E,Tman Logan Sih er 
Barreiro Eg�ellet10n Lynn Smdler 
Betancourt Fa!-ano Mackenzie Smith 
Bitner Fet>ney Mackey Spratt 
Bloom F1scht-r Martmez Stabms 
Boyd Flanagan Maygarden Stafford 
Bradley Frankel Meek Starks 

Brennan Fuller Meh m Sublette 

Bronson Futch Mt-rchant Thrasher 
Brooks Gav Mmton Tobin 
Brown Geller Morroni Tro-. i lt10n 

Bu llard Goodt- Morse Turnbull 

Burroughs Greene Murman Valdes 

Bush Hafner Ogles \'lllalobos 
Byrd Harrington Peaden 'iVallace 
Carlton Healey Posey Warner 

Casey Heyman Prev.1tt, D Wasserman Schultz 
Chestnut Hill Pruitt, K Westbrook 
Clemons Horan Putnam Wiles 
Constantme Jacobs Ra)son Wise 
CosgroYe Jones Reddick Ziebarth 

Crady Kelly R1tch1e 
Cnst King Ritter 

Nays-None 

So the b11l passed and was 1mmf'd1ately certified to the Senate 

On mot10n by Rep Starks, HB 2109 was temporarily postponed under 
Rule H-7 and the third reading nullified 

CS/HB• 1309, 1143, 847, 697, 1391 & 203-A bill to be- enti tled An 
act relating to student d1sc1plme and school safety, amendmg s 232,09, 
F S , revismg prov1s1ons relatmg t.o student attendance responsib1hty 
and pohcy, creatmg s 232 0205, F S , requmng certain disclosure at 
school registration and providmg penalties for wil lful nondisclosure, 
amending s 232 01, F S , rev1smg compulsory school attendance 
requirements to reqmre children over age 16 to file a formal declaration 
of mtent to termmate school enrol lment m order to be exempt from 
compulsory school attendance requirements, amending s 39 01, F S , 
rev1smg provisions regardmg habitual truancy, amendmg s 228 04 1, 
F S . rev1smg the definitiorui of the terms "habitual truant� l'lDd 
"dropout�, amending s 232 2<462, F S ,  conformmg prov1s1ons, a.mendmt 
s 4 14  125, F S , prov1dmg Learnfare program requirements, amendmg 
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SUMMARY: 

The National Association of Insurance Commissioners (NAIC) requires states that subscribe 
to its accreditation program to adopt two additional solvency-related model acts In order to 
maintain accreditation: (1) the Risk-Based Capital for Insurers Act requires domestic 
insurers to annually calculate certain capital levels for the company, based on a NAIC 
formula The insurer Is then monitored by comparing its actual capital on-hand against 
several risk-based capital levels, (2) the Material Transactions Act defines "material" 
acquisitions and disposition of assets, and certain reinsurance transactions, for which 
insurers must file reports to disclose the context of the underlying transactions Florida has 
not adopted these reqwrements, which may jeopardize its accreditation The bill would 
adopt both acts. 

The bill contains a series of revisions affecting the DOl's regulatory authority over insurers 
Add1t1onally, revisions are included that are intended as clarifying changes In notice 
requirements for life insurance policies that cover persons 64 years of age and older, to 
ensure that these policies do not lapse simply because premium payments were missed 

The Committee on F1nancIal Services adopted two amendments that are more fully 
described below in Section VI 

STANDARD FORM (REVISED 1/97) 
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II. SUBSTANTIVE RESEARCH·

A PRESENT SITUATION:

Accreditation 
In response to concerns over the fiscal stability of insurance companies, the National 
Association of Insurance Commissioners (NAIC) implemented an accreditation system 
for states. The NAIC accreditation process prescribes a system of laws and regulations, 
regulatory practices, and insurer organizational standards which states should use in 
regulating insurers. The goal is to strengthen state regulation of insurer solvency 

Because Florida Is accredited with the NAIC, the examination reports and other filings 
by insurers domiciled In this state are accepted to meet the Jurisdictional requirements In 
other accredited states. Florida also accepts similar reports of insurers domiciled 
outside of the state, if originally filed in accredited states. Additionally, regulatory 
exemptions granted to insurers domiciled in accredited states may be reciprocal, for 
example, Florida's insurance holding company law applies to Florida domestics and to 
insurers domiciled In non-accredited states 

The accreditation process also gives the DOI a level of assurance that insurers 
domiciled In other accredited states are solvent, because the process acts as a type of 
national review of these interstate companies. Each accredited state relies on sister 
states to regulate the solvency of insurers dom1c1led In their respective state, consistent 
with national standards. In the last several years, accreditation has been viewed as an 
alternative to a program of federal regulation of insurer solvency, as proposed by the 
former chair of the U.S. House Committee on Energy and Commerce, Rep. John Dingell 
The NAIC reports that 32 states have adopted the Risk-Based Capital Act In some form 
and 28 states have adopted the Disclosure of Material Transactions Act in some form. 

The NAIC accreditation standards require states to adopt two additional solvency­
related model acts rn order to ma1nta1n accred1tat1on. States were required to adopt the 
Risk-based Capital for Insurers Act by the end of 1996, and the Material Transactions 
Act by the end of 1995 According to a letter from the accreditation manager of the 
NAIC, "failure to adopt these two acts or provide substantially similar protection through 
some alternative means by the due date could result in suspension of [Florida's] 
accreditation." Because of extensions granted to the DOI by the NAIC, Florida remains 
accredited despite the fact that the deadlines for adoption of these standards have not 
been met. According to the Department of Insurance (DOI), the oversight tools provided 
by these model acts would greatly enhance regulation, even if accreditation were not 
cond1t1oned upon their enactment 

--Risk-based Capital 
Risk-Based Capital (RBC) Is a method of financial review of insurance companies which 
measures the minimum amount of capital necessary to support their overall business 
operations, given the size and risk profile of the respective companies The capital 
requirements generally are assessed against four types of risk· (1) asset risk, (2) credit 
risk, (3) underwriting risk, and (4) off-balance sheet risk. 

--Disclosure of Material Transactions 
Material transactions disclosure is a tracking process which requires insurers to disclose 
maier transactions involving the acquis1t1on or disposition of corporate assets One 
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recent insolvency Is cited by the DOI to illustrate the need for this type of oversight. The 
DOI recently reached a settlement with Guaranty Security Lrfe Insurance Company In 
which the company paid a fine of $20 million. A principal allegation against the 
company was that, prior to submitting one of its annual reports to DOI, the company 
completed accounting transactions which misrepresented ownership of certain assets, 
and distorted the company's financial condition After the report was filed, the 
transactions were reversed The disclosure required under the model act would have 
aided the DOI in assessing the company's true condition, and allowed an earlier 
response 

Market Conduct Examinations and Financial Reports 
The DOI is required to conduct compliance examinations of insurers who operate in 
Florida and transact business under Part I of Chapter 627, F S Currently, the market 
conduct examination requirement applies only to insurers governed by Part I of Chapter 
627, which covers property, casualty, and surety insurance and specIfIcally does not 
cover health insurance However, the department has stated that it relies on the general 
exam1nat1on authority of s. 624 316 to perform market conduct examinations of health 
insurers 

Insurers must file annual financial reports with the DOI, and must sanction an annual 
financial audit to be conducted by an independent certified public accountant Section 
624 424(8)(d), F.S., restricts use of the same accountant or partner in the same 
accounting firm for more than 5 years in succession to conduct the financial audit, 
unless there is a two-year break In the use of the accountant or accounting firm. This 
requirement was adopted In 1991 for the purpose of limiting any undue influence an 
insurer might have 'over the independent audit The NAIC Model Rule Requiring Annual 
Audited Financial Reports contains a similar provision, but the NAIC model allows an 
insurer to use the same accountant for 7 consecutive years 

Life Insurance Valuation 
Section 627.476, F S , is the Standard Nonforfeiture Law for Life Insurance. Pursuant to 
this statute, a default of premium payments under a life insurance policies sold in 
Florida, after at least one year In force, cannot result in forfeiture of policy benefits 
Instead, a paid-up benefit must be paid to the policyholder In default, calculated as 
provided in this section. Section 625.121, F.S., requires the DOI to annually value the 
reserve liabilities for all outstanding life insurance policies, annuities and endowment 
contracts covered by insurers doing business In Florida. The calculation of the 
nonforfe1ture benefit, and of the reserve requirements is based on a valuing of a 
company's book of business using a series of industry actuarial tables which relate to 
risk factors that apply to the insured. These tables are generally established through 
industry practice and adopted by reference in the DOl's regulation 

The U.S Supreme Court in Anzona Governing Committee v. Norris, 103 S Ct. 3492 
(1983), prohibited insurance practices that unreasonably d1scrim1nate on the basis of 
gender. The DOI has adhered to actuarial tables which comply with this Supreme Court 
decision, and that allow rate distInctIons between smokers and nonsmokers However, 
the department's authority to approve products using these tables is uncertain 

Life Insurance Lapse Notice 
Chapter 95-142, Laws of Florida, created sections 627.4555, 627 4556 and 627 5045, 
F S, relating to secondary notices for late payment of premiums In life policies Pursuant 
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to section 627.4555, F.S., insurers must include in individual life insurance contracts that 
cover or are owned by natural persons 64 years of age or older, and have been in force 
for at least one year, a requirement for 21 days advance notice prior to canceling a 
policy for late payment of premiums This Is in addition to the 30-day grace period 
current law provides for late payments Section 627.5045, F.S., imposes similar 
requirements on industrial life insurance contracts which bill for premiums monthly, that 
cover or are owned by natural persons 64 years of age or older, and have been In force 
for at least one year. 

Insurers are required to mail a notice of this add1t1onal lime for payment to the policy 
owner after the expiration of the grace period and a minimum of 21 days before the 
lapse becomes effective Present law establishes a right on behalf of a policy owner 
who qualifies for the notice, to designate a secondary recipient of the lapse notice. 
Insurers offering individual and industrial life insurance contracts must provide notice to 
applicants of the right to designate a secondary addressee in policies issued on or after 
October 1, 1995, and to annually notify policy owners of this right for policies issued or 
renewed on or after October 1, 1995. 

Holding Company Reporting 
Section 628.801, F.S., requires insurance holding companies all insurers operating In 
Florida who are members of an insurance holding company to file a registration with the 
DOI. The DOI is required to adopt rules establishing the form and substance of the 
regIstratIon, with minimum requirements as specified in the statute Currently, the 
registration minimum requirements must include sections of NAIC-approved Insurance 
Holding Company System Act and the Insurance Holding Company System Model 
Regulations, as they existed on January 1, 1993. 

B. EFFECT OF PROPOSED CHANGES

Risk-Based Capital
Insurers will be subject to reporting and disclosure requirements for risk-based capital.
Domestic insurers will be required annually to calculate certain risk-based capital levels
based on a formula adopted by NAIC The insurer will be required to monitor internally
the trigger levels and respond as required. A comparison of the insurer's actual capital
level and its risk-based capital levels may trigger any of several levels of regulatory
action by the DOI, or DOI supervision of corrective actions by the insurer

Disclosure of Material Transactions
Insurers will be subject to reporting and disclosure requirements consistent with the
NAIC model Material Transactions Act. This bill adopts a definition of "material" which
includes acquIs1tions and disposition of assets not w1th1n the ordinary course of the
insurer's business and which involve more than 5 percent of the insurer's admitted
assets Disclosure is also required of certain reinsurance transactions. Insurers will be
required to file reports of qualifying transactions with the DOI.

Market Conduct Examinations and Financial Reports
Companies formerly excluded from market conduct examinations will be examined under
the bill, which extends the scope of the department's authority to all insurers governed
by Chapter 627. In add1t1on, the bill removes the requirement that the DOI perform
market conduct examinations every 5 years.
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The bill will lengthen the period of time in succession that a single accountant or 
accounting firm may be used to conduct the financial audit of an insurer from 5 to 7 
years. This will bring Florida law into conformity with audit requirements in the NAIC's 
Model Rule on this issue 

Life Insurance Valuation 
The bill would authorize the DOI to accept, approve and value life insurance and annuity 
products where the insurer supports valuation using industry accepted gender "blended" 
actuarial tables, and smoker/nonsmoker tables, in lieu of currently applied tables 

Life Insurance Lapse Notice 
The bill would apply the secondary cancellation notice requirement to policies issued on 
or after October 1, 1997, and remove the requirement from policies that are owned by 
persons 64 and older, but do not cover persons age 64 or older. A technical revision 
replaces "cancel" with "lapse· in the notice provisions to denote the end of coverage for 
nonpayment of premiums. Under any 1nd1v1dual life policy which allows more than 51 
days to pay past due premiums, the insurer would be required to mail notice of possible 
lapse to the policyowner and the secondary addressee, at least 21 days prior to the 
expiration of the grace period defined in the policy. 

The bill would revise the obligation of individual and industrial insurers to provide a 
secondary lapse notice and the right of policy owners to designate a secondary 
addressee. For ind1v1dual and industrial life policy issued or renewed on or after 
October 1, 1997, the insurer will be required to notify the applicant of the option to 
designate a secondary addressee at the time of application, and allow the applicant to 
exercise the option any time while the policy Is In force by filing a written notice with the 
insurer designating same. Existing law requires the insurer to give this notice annually. 
None of tbe provIsIons above apply to policies under which premiums are payable 
monthly or more frequently, are collected by a licensed agent, or paid by credit card. 

Insurance Holding Company Reporting 
The bill will adopt, by reference, the version of NAIC model statutes and regulations for 
regulation of insurance holding company systems that were In existence and current on 
January 1, 1997. 

C APPLICATION OF PRINCIPLES· 

1 Less Government: 

a. Does the bill create, increase or reduce, either directly or indirectly·

( 1) any authority to make rules or adJud1cate disputes?

Yes The DOI is granted authority in the bill to adopt rules implementing the
risk-based capital requirements.
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(2) any new responsIbIhtIes, obligations or work for other governmental or
private organizations or ind1vIduals?

Yes. The bill reduces frequency of DOI examinations of insurers.

(3) any entitlement to a government service or benefit?

Not applicable.

b. If an agency or program is eliminated or reduced:

Not applicable.

(1) what responsibilities, costs and powers are passed on to another program,
agency, level of government, or private entity?

None.

(2) what Is the cost of such responsibility at the new level/agency?

Not applicable

(3) how Is the new agency accountable to the people governed?

Not applicable

2. Lower Taxes·

a. Does the bill increase anyone's taxes?

No.

b. Does the bill require or authorize an increase In any fees?

No

c Does the bill reduce total taxes, both rates and revenues? 

No 

d. Does the bill reduce total fees, both rates and revenues?

No
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e Does the bill authorize any fee or tax increase by any local government? 

No 

3. Personal Responsibility.

a Does the bill reduce or eliminate an entitlement to government services or 
subsidy? 

No. 

b. Do the beneficiaries of the legislation directly pay any portion of the cost of
implementation and operation?

No.

4 Individual Freedom· 

a Does the bill increase the allowable options of 1ndiv1duals or private 
organizations/assoc1ations to conduct their own affairs? 

Yes. 

b Does the bill prohibit, or create new government interference with, any presently 
lawful activity? 

No. 

5. Family Empowerment.

a. If the bill purports to provide services to families or children·

(1) VVho evaluates the family's needs?

Not applicable.

(2) VVho makes the decisions?

Not applicable

(3) Are private alternatives permitted?

Not applicable.
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(4) Are families required to partIcIpate In a program?

Not applicable.

(5) Are families penalized for not participating in a program?

Not applicable

b. Does the bill directly affect the legal rights and obligations between family
members?

No.

c If the bill creates or changes a program prov1dIng services to families or 
children, In which of the following does the bill vest control of the program, either 
through direct participation or appointment authority: 

Not applicable. 

(1) parents and guardians?

Not applicable.

(2) service providers?

Not applicable

(3) government employees/agencies?

Not applicable

D. SECTION-BY-SECTION RESEARCH

Section 1. Creates an unnumbered section adopting the substance of the NAIC Risk­
Based Capital Act. The bill requires each domestic insurer to calculate, according to the
model NAIC instructions, its "authorized control level risk-based capital" (AGL) This is
an approximate minimum operating capital requirement used to assess solvency
Property and casualty insurers with direct written premium of $2 m1ll1on or less a year
are exempt from risk-based capital examination if they write direct business only in
Florida and 1f they do not assume reinsurance in excess of 5 percent of premium The
department Is allowed to examine foreign insurers under risk-based capital requirements
and may take the corrective actions authorized with respect to domestic insurers, If the
insurance regulator in the foreign insurer's state of domicile has not taken such actions

The actual dollar amount of the AGL Is derived from formulas in instructions established
by the NAIC The bill provides leg1slat1ve findings that the degree to which insurers
maIntaIn operating capital over the AGL and the various risk-based capital thresholds Is
ind1cat1ve of the health of their insurance businesses. Therefore, the AGL Is imputed
into each of the risk-based capital tests as a base requirement. Vanous regulatory
actions are prompted as the insurer's capital on-hand drops to the level of the AGL, or
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falls below the ACL. The calculation of the ACL must incorporate both the instructions 
in effect on the effective date of the act, and any amendments that may be prospectively 
adopted by the NAIC (see "Comments," below). Complex worksheets and schedules 
(more than 50 pages for property and casualty insurers) must accompany the insurer's 
reported ACL 

The NAIC instructions for calculating the ACL of life and health insurers must take into 
account the insurer's risk with respect to assets, the risk of adverse insurance 
experience relating to the insurer's liabilities and obllgat1ons, the interest rate risk with 
respect to the insurer's business, and all other business risks and such other relevant 
risks as are set forth In the instructions. Similarly, the NAIC instructions for calculation 
of ACL for property and casualty insurers takes into account the asset risk, the credit 
risk, the underwriting risk, and all other business risks and such other relevant risks as 
are set forth In the instructions. 

Each domestic insurer would be required to file a risk-based capital report with the DOI, 
the NAIC, and the insurance regulators of other states where the insurer Is authorized to 
do business on March 1 of each year. Insurers would be proh1b1ted from advertising the 
results of these calculations, and the DOI would be proh1b1ted from using the information 
in ratemaking The DOI would use the reports "solely for monitoring the solvency of 
insurers and assessing the need for corrective action .. " 

The bill provides for a comparison of an insurer's ACL to its capital on-hand (referred to 
as "total adjusted capital") which includes statutory capital and surplus, plus other items 
specified in the instructions. The results of the comparison, combined with information 
and events relating to the insurer's risk-based capital report, may prompt one of four 
levels of regulatory involvement (referred to as an "event") and trigger a series of 
regulatory responses and corrective actions as the margin between capital on-hand and 
the ACL decreases, or falls below the ACL 

• A "company action level event" occurs when the insurer's risk-based capital
report indicates that the insurer's total adjusted capital falls between (greater than or
equal to) 1 5 times ACL -- the threshold for a regulatory action level risk-based
capital -- and 2 times ACL (but less than) --the threshold for a company action level
risk-based capital For life and health insurers, a company action level event also
occurs when their total adjusted capital Is greater than or equal to 2.0 times ACL
(company action risk-based capital level), but less than 2.5 times its ACL, 1f the
insurer shows a negative trend, which Is a trend test calculation included in the
instructions

In response to a company action level event, the bill would require the first and least
intrusive form of regulatory intervention. The insurer would have to submit a risk­
based capital plan to the DOI The plan would· (i) identify the conditions that
contributed to the company action level event; (ii) propose corrective action, (iii)
provide a 5-year projection of the insurer's finances; (Iv) identify the assumptions
supporting the projections; and (v) identify the quality of, and the problems
associated with, the insurer's business. If the DOI was not sat1sf1ed, It could require
revisions to the plan A determination that the plan was unsatisfactory might
constitute a regulatory action level event (see below). The plan would also be
submitted to the insurance regulators in other states where the insurer Is authorized
to do business.

STANDARD FORM (REVISED 1/97) 



STORAGE NAME. h1943a.fs 
DATE: April 16, 1997 
PAGE10 

• A "regulatory action level event" occurs when the risk-based capital report
indicates that the total adjusted capital falls between (Is greater than or equal to) the
insurer's ACL and (less than) 1.5 times ACL - the regulatory action level risk-based
capital. In add1t1on, the following are also regulatory action level events. (1) failure to
timely file a risk-based capital report, (ii) failure to submit a risk-based capital plan;
(iii) DOI notice to the insurer that the risk-based capital plan is not satisfactory; and
(1v) failure to adhere to an approved risk-based capital plan.

In response to a regulatory action level event, the DOI would: (i) require the insurer 
to submit a new or revised risk-based capital plan; (Ii) conduct a financial 
examination of the insurer; and (111) order the insurer to take specified corrective 
actions. 

• An "authorized control level event" occurs when the risk-based capital report
indicates that the insurer's total adjusted capital is greater than or equal to 0. 7 times
ACL (mandatory control level risk based capital), but less than its ACL. The failure
to comply with ordered corrective action ,s also an authorized control level event.

In response to an authorized control level event, the department would have to either
take the actions authorized with respect to a regulatory action level event, or assert
its jurisdiction under Chapter 631, F S (i.e., rehabil1tat1on and llqu1dat1on), by
placing the insurer under regulatory control

• A "mandatory control level event" occurs when the risk-based capital report
indicates that the insurer's total adjusted capital is less than 0. 7 times ACL -- the
threshold for mandatory control level risk based capital In response to a mandatory
control level event, the DOI would be required to assert ,ts Junsd1ct1on under Chapter
631, however, the DOI may allow a property and casualty insurer to continue a run­
off of existing business. The DOI could forgo action for 90 days 1f ,t finds that the
situation may be corrected within that period

The bill would authorize hearings and proceedings to resolve disputes relating to the 
contents of the risk-based capital reports, and would grant rulemak1ng authority 
necessary for the DOI to administer the act. The risk-based capital requirements are 
declared to be supplemental to existing law. The department and its employees and 
agents are given civil immunity with respect to actions taken under this law. 

Risk-based capital requirements would first apply with respect to the 1997 annual 
statement filed by insurers In the first reporting year, the bill would prohibit DOI from 
taking any action in response to a company action level event After spec1fIed regulatory 
action level events ,n the first reporting year, the bill would require the DOI to respond 
by taking the actions associated with a company action level event. 

Section 2. Creates an unnumbered section adopting the substance of the NAIC model 
Material Transactions Act Insurers are required to disclose the acquisition or 
d1spos1t1on of assets, including a series of related acquisitions or dispositions occurring 
within a 30-day period The bill defines "material acquis1t1on of assets" or "material 
disposition of assets" as nonrecurring transactions, not in the ordinary course of 
business, InvolvIng more than 5 percent of the insurer's admitted assets. 
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A "material nonrenewal, cancellation, or revision of a ceded reinsurance agreement," in 
the case of property and casualty insurers, would be one that involves more than 50 
percent of the insurer's total ceded written premium or more than 50 percent of the 
insurer's total ceded indemnity and loss adjustment reserves. In the case of life and 
health insurers, it would be one that involves more than 50 percent of the total reserve 
credit taken for business ceded. For all insurers, the replacement of an authorized 
re insurer representing more than 10 percent of a total cession with one or more 
unauthorized reInsurers, or the reduction or waiver of previously established collateral 
requirements with respect to one or more unauthorized reInsurers representing more 
than 1 O percent of a total cession would constitute a material nonrenewal, cancellation 
or revision. 

Domestic insurers would be required to file a report of material transactions within 15 
days after the end of the month in which the transaction occurred, describing the date of 
the transaction, the manner of acquisition or disposition, the description of the assets 
involved, the nature and amount of consideration given or received, the purpose of or 
reason for the transaction, the manner by which the amount of consideration was 
determined, the gain or loss recognized or realized as a result of the transaction, and 
the name of the person from whom the assets were acquired or to whom they were 
disposed. The reporting requirement would not apply if the transaction had been 
submitted to the department for prior review and approval, or for 1nformat1onal purposes. 

The formal report for disclosure of a material nonrenewal, cancellation, or revision of a 
ceded reinsurance agreement would be required to include the effective date of the 
transaction, the description of the transaction with an identification of the initiator of the 
transaction, the purpose of or reason for the transaction, and the identity of replacement 
reInsurers 

Section 3. Amends subsection (1) of s. 624.3161, F S , relating to market conduct 
examinations. The bill would remove a requirement that market conduct examinations of 
an insurer or rating organIzatIon be conducted once every 5 years, but retain the 
general authority of the DOI to perform a market conduct examInatIon whenever it 
deems necessary. The bill also expands the scope of the DOl's market conduct 
examination authority to all insurers governed by Chapter 627 According to the DOI, 
this change brings the statute In line with current practice 

Section 4. Amends paragraph (d) in subsection (8) of s. 624 424, F.S., relating to 
annual statements of insurers to increase to 7 years the time period during which an 
insurer may use the same accountant or partner In an accounting firm to prepare the 
insurer's audited financial statements. 

Section 5. Amends subsection (5) of s. 625 121, F S., relating to valuation of life 
insurance policies, to authorize the DOI to approve life insurance products where the 
insurer has chosen, at its option, to use distinct smoker and nonsmoker actuarial tables, 
in lieu of a combined table. The DOI Is also authorized to approve annuity products 
where the insurer has chosen to use spec1fIed annuity actuarial tables, pending 
adoption of rules by DO I on or after January 1, 1998. 

Section 6. Amends subsection (9) of s 627 476, F.S , relating to valuation of life 
insurance policies In the determination of the nonforfe1ture benefit. The bill would 
authorize the DOI to accept and value insurance products where the insurer has chosen, 
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at its option, to use smoker and nonsmoker actuarial tables, in lieu of a combined table. 
The DOI is also authorized to approve life insurance products where the insurer has 
chosen to use gender blended tables, as opposed to tables distinguished on gender. 

Section 7. Amends s. 627 4555, F.S., to revise the secondary notice requirements for 
individual life policies. The bill would amend the application of these requirements to 
include policies issued directly or issued for delivery In this state, which would cover 
persons 64 or older. Presently, the section applies to policies which cover or are owned 
by persons 64 and older. Existing law requires that the policies be in force at least 1 
year The bill provides that the policy would not "lapse" (amended terminology from 
prior use of "cancel") without the proper notification of the end of coverage for 
nonpayment of premiums. 

The bill would require insurers to include In any policy which allows more than 51 days 
to pay past due premiums, a notice requirement announcing the possible lapse, mailed 
to the policyowner and to the secondary addressee at least 21 days prior to the 
expiration of the grace period defined in the policy. 

The bill would require insurers who issue qualifying 1ndiv1dual life policies on or after 
October 1, 1997, to notify applicants of the right to designate a secondary addressee at 
the time of application. For policies issued directly In Florida, issued In another state for 
delivery in Florida or renewed in Florida, on or after October 1, 1997, the insurer would 
be required to allow the policy owner to designate a secondary addressee at any time 
that the policy is in force, by written notice submitted to the insurer. Specifically 
exempted from this section are those policies under which premiums are payable 
monthly or more frequently and collected by a licensed agent, or for which premiums are 
paid by credit card, by preauthorized check processing or by automatic debit with a 
f1nanc1al institution 

Section 8. Amends s. 627 5045, F.S, to revise the notice requirements for late 
payment of premiums for industrial life policies In a manner similar to that specified for 
individual policies in section 7 above For industrial life policies, the requirements apply 
to policies issued or issued for delivery in this state, under which premiums are paid 
monthly, and which cover or are owned by persons age 64 or older 

The bill would require insurers who sell industrial life policies on or after October 1, 
1997, to notify every applicant of the right to designate a secondary addressee, at the 
time of application. The bill further would provide that in each industrial life policy 
issued directly or issued for delivery in Florida, on or after October 1, 1997, the insurer 
would be required to allow the policy owner to designate a secondary addressee at any 
time that the policy is in force, by written notice submitted to the insurer The bill 
specifically exempts from this section those policies under which premiums are payable 
monthly or more frequently and collected by a licensed agent. 

Section 9. Amends s. 628 801, F S , to revise a reference to NAIC model regulations 
relating to insurance holding companies The bill would require that the DOI rules 
adopted to establish the information and form used for registration of insurance holding 
companies specifically include requirements and standards contained In the versions of 
the NAIC Insurance Holding Company System Regulatory Act and the Insurance 
Holding Company System Model Regulations, that were current on January 1, 1997. 
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Section 10. Provides that the bill takes effect upon becoming a law unless provided 
otherwise herein. 

Ill. FISCAL RESEARCH & ECONOMIC IMPACT STATEMENT: 

A FISCAL IMPACT ON STATE AGENCIES/STATE FUNDS. 

1 Non-recurring_ Effects· 

The DOI would be authorized to adopt rules implementing the risk-based capital 
requirements. This would have an undetermined impact on the DOI of a minimal 
amount 

2. Recurring_ Effects:

The recurring effects of the bill are associated with DOI oversight of the risk-based
capital and material assets sections of the bill The costs are independent of one
another and should be minimal. The DOI will continue to perform market conduct
examinations to address maior compliance issues. Thus, the removal of the
requirement that market conduct examInat1ons be done once every five years will
not have a sIgnifIcant recurring effect on the DOI.

3. Long_ Run Effects Other Than Norma[ Growth·

The DOI should be able to more actively scrutinize the market practices of insurers
because of the broader authority and discretion to conduct examinations provided in
the bill.

4 Total Revenue$ and Expenditures. 

See A.1 and A.2 above. 

B. FISCAL IMPACT ON LOCAL GOVERNMENTS AS A WHOLE:

1. Non-recurring_ Effects

None.

2. Recurring_ Effects·

None.

3. Long_ Run Effects Other Than Normal Growth

None.
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C. DIRECT ECONOMIC IMPACT ON PRIVATE SECTOR:

1 Direct Private Se_cto_r _G_osts:

The requirements of sections 1 and 2 will impose add1t1onal administrative costs on 
domestic insurers, which costs may be passed on to policyholders as part of the 
premium Sections 7 and 8 will impose costs on insurers to revise forms for 
individual and industrial life insurance policies, or to develop and seek approval for 
amendments to forms in order to conform with the provIsIons of this bill. These 
costs are unknown. 

2. Direct Private S_ector Benefits:

Sections 1 and 2 will benefit policyholders of insurance companies, and the industry
as a whole, by detecting and addressing the concerns of unstable insurance
companies. Section 3 removes a requirement that the department perform a market
conduct examination on each insurer at least once every 5 years Since the costs of
an examInatIon are borne by the insurer, these provIsIons may reduce insurers'
regulatory costs. These provisions should also allow the DOI to more effectively use
,ts examination resources.

Sections 7 and 8 will benefit policy owners in the state who may avoid lapse of life
insurance coverage due to a short-term failure to pay premiums.

3 Effects on Compet1tlon, Private Enterprise and Employment Markets. 

None. 

D. FISCAL COMMENTS.

IV. CONSEQl..lENC�S OF ARTICLE VII, SECTION 18 OF THE FLORIDA CONSTITUTION

A APPLICABILITY OF THE MANDATES PROVISION. 

B. REDUCTION OF REVENUE RAISING AUTHORITY:

C. REDUCTION OF STATE TAX SHARED WITH COUNTIES AND MUNICIPALITIES
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V. COMMENTS.

The provision of the bill which incorporates by reference future amendments to the NAIC

risk-based capital instructions may be an unconstitutional delegation of legislative authority
The Legislature is not prohibited from 1ncorporat1ng documents, actions, or decisions of
other entities into the statutes; however, the Legislature Is prohibited from 1ncorporat1ng
documents that do not yet exist, such as future amendments to an existing document.

A related bill, HB 1941, provides public records exemptions for certain risk based capital­
related information

VI. AMENDMENTS OR COMMITTE_E_SUBSTITUTE CHANGES·

At its meeting on April 16, 1997, the Committee on Financial Services adopted two
amendments which accomplish the following·

Amendment #1 removes the condition that the DOI approve the agreement between an
insurer and an independent examiner to perform the market conduct examination.

Amendment #2 is a technical amendment. It revises section description to specify that
subsections (1) and (3) of s. 624.3161 are amended

VII SIGNATURES. 

COMMITTEE ON FINANCIAL SERVICES: 
Prepared by: Legislative Research Director· 

E. LEON JACOBS, JR STEPHEN HOGGE 
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SUMMARY 

The bill includes the Risk-Based Capital for Insurers Act and the Material Transactions Act-­
two solvency-related model acts necessary for the Department of Insurance's (DOI) to 
maintain accred1tat1on with the National Assoc1at1on of Insurance Comm1ss1oners (NAIC) 

Add1t1onally, the bill 

• requires the use of a profit and cont1ngenc1es factor of not less than zero 1n calculating
the ant1c1pated underwriting profit for purposes of determining the existence of excess
profits,

• revises the t1m1ng of and procedural requirements for market conduct examinations
conducted to determine insurer compliance with the state insurance code,

• extends from 5 to 7 the number of consecutive years that an insurer may use the same
accountant to prepare the financial audit required by the insurance code,

• requires the D1v1s1on of Workers' Compensation, 1n calculating the annual assessments
for insurers under the Special D1sab1l1ty Trust Fund and the Worker's Compensation
(Administrative) Trust Fund, to deduct amounts paid or credited as d1v1dends or premium
refunds by insurers,

• permits certain entities to sell credit property insurance,

• authorizes the DOI to review and approve certain insurance filings which incorporate
updated, industry-recognized actuarial tables, and,

• revises certain procedures pertaining to notice of impending lapse in life insurance
coverage for nonpayment of premium
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11 SUBSTANTIVE RESEARCH 

A PRESENT SITUATION. 

Excess Profits 
The excess profits law, s 627,215, F S, was enacted In 1979, when general reforms to 
the worker's compensation statutes were adopted The Legislature enacted s. 627 215, 
In an effort to return to policyholders any windfall profits insurers might realize as a 
result of those reforms. Anticipated underwriting profits, which are derived by 
multiplying a profit and contingencies factor by earned premiums, are compared against 
actual profits or losses from operations, to determine if excess profits were earned If 
so, the law requires the insurer to refund or credit those earnings that exceed the excess 
profits threshold. 

The Department of Insurance has d1scret1on to modify the profit and contIngencIes 
factor, In the insurer's rate review. to a fractional or to negative value. and can thus 
influence whether or not the insurer will show excess profits. 

Commercial casualty insurance Is presently exempted from the excess profits law In 
industry practice, umbrella policies (providing blanket liability insurance for all business 
purposes to one pohcyowner) are considered a subset of commercial casualty. There Is 
no explIc1t reference to commercial umbrella l1ab1lity In s 627 215(14), as a separate_ 
and distinct form of commercial casualty insurance. 

Accred 1tatIon 
The National Assoc1at1on of Insurance Comm1ss1oners (NAIC) administers an 
accred1tatIon program for state insurance departments. The NAIC program requires 
states to adopt a specific set of laws, regulatory practices, and organizational standards 
designed primarily to strengthen insurer solvency 

Insurers licensed and domIc1led In a NAIC-accredited state may submit the reports and 
other filings required of the state of dom1c1le and any other accredited states to meet the 
regulatory requirements of each state For instance, Florida accepts s1m1lar reports of 
insurers domIcIled outside of the state, 1f originally filed In another accredited state 
Add1tIonally, regulatory exemptions granted to insurers dom1c1led In accredited states 
may be reciprocal, for example, Florida's insurance holding company law applies to 
Florida domestics and to insurers domiciled in non-accredited states. 

According to the DOI, the accred1tat1on process gives regulators a level of assurance 
that insurers domIc1led In other accredited states are solvent, because the process acts 
as a type of r)at1onal review of these interstate companies Each accredited state relies 
on sister states to regulate the solvency of insurers domiciled in their respective state, 
consistent with national standards In the last several years, accredItatIon has been 
viewed as an alternative to a program of federal regulation of insurer solvency 

The NAIC accreditation standards require states to adopt two solvency-related model 
acts in order to maIntaIn accred1tat1on -- the Risk-based Capital for Insurers Act was 
proposed for adoption by the end of 1996, and the Material Transactions Act by the end 
of 1995 According to a letter from the accred1tat1on manager of the NAIC, "failure to 
adopt these two acts or provide substantially sImIlar protection through some alternative 
means by the due date could result In suspension of [Florida's] accred1tatIon." The 
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NAIC reports that 32 states have adopted the Risk-Based Capital Act In some form and 
28 states have adopted the Disclosure of Material Transactions Act In some form 
Because of extensions granted to the DOI by the NAIC, Florida remains accredited 
despite the fact that the deadlines for adoption of these standards have not been met 
According to the Department of Insurance (DOI), the oversight tools provided by these 
model acts would greatly enhance regulation, even 1f accred1tat1on were not cond1t1oned 
upon their enactment 

--Risk-based Capital 
Risk-Based Capital (RBC) Is a method of f1nanc1al review of insurance companies which 
measures the minimum amount of capital necessary to support their overall business 
operations, given the size and risk profile of the respective companies The capital 
requirements generally are assessed against four types of risk (1) asset risk, (2) credit 
risk, (3) underwriting risk, and (4) off-balance sheet risk 

--Disclosure of Material Transactions 
Material transactions disclosure Is a tracking process which requires insurers to disclose 
maier transactions involving the acqu1s1t1on or d1spos1t1on of corporate assets One 
recent insolvency Is cited by the DOI to illustrate the need for this type of oversight. The 
DOI recently reached a settlement with Guaranty Security Life Insurance Company in 
which the company paid a fine of $20 million. A principal allegation against the 
company was that, prior to subm1tt1ng one of its annual reports to DOI, the company_ 
completed accounting transactions which misrepresented ownership of certain assets, 
and distorted the company's f1nanc1al cond1t1on After the report was filed, the 
transactions were reversed The disclosure required under the model act would have 
aided the DOI In assessing the company's true cond1tIon, and allowed an earlier 
response 

Market Conduct ExamInat1ons and Financial Reports 
The DOI Is required to conduct compliance examInat1ons of insurers who operate In 
Florida and transact business under Part I of Chapter 627, F S Currently, the market 
conduct examInatIon requirement applies only to insurers governed by Part I of Chapter 
627. which covers property, casualty, and surety insurance and specifically does not
cover health insurance However, the department has stated that 1t relies on the general
examination authority of s 624 316 to perform market conduct examinations of health
insurers Insurers may select private examiners to conduct the market conduct
examination in lieu of the DOI In that case, the DOI must agree on the selection of the 
independent examiner The terms and standards of the examInatIon must be agreed to 
by the DOI, the 1nsurer/examInee, and the examiner 

Insurers must file annual f1nanc1al reports with the DOI, and must sanction an annual 
financial audit to be conducted by an independent certified public accountant Section 
624 424(8)(d), F S., restricts use of the same accountant or partner In the same 
accounting firm for more than 5 years in succession to conduct the financial audit, 
unless there Is a two-year break in the use of the accountant or accounting firm This 
requirement was adopted in 1991 for the purpose of l1mIt1ng any undue influence an 
insurer might have over the independent audit The NAIC Model Rule Requiring Annual 
Audited F1nanc1al Reports contains a s1m1lar provIsIon, but the NAIC model allows an 
insurer to use the same accountant for 7 consecutive years 

Life Insurance Valuation 
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Section 627 476, F S , Is the Standard Nonforfe1ture Law for Life Insurance. Pursuant to 
this statute, a default of premium payments under life insurance polIc1es sold In Florida 
cannot result in forfeiture of policy benefits, 1f the policy has been In force for at least 
one year Instead, a paid-up benefit must be paid to the policyholder In default, 
calculated as provided in this section Section 625 121, F S, requires the DOI to 
annually value the reserve liab11it1es for all outstanding life insurance policies, annuities 
and endowment contracts covered by insurers doing business in Florida The 
calculation of the nonforfe1ture benefit, and of the reserve requirements Is based on a 
valuing of a company's book of business using a series of industry actuarial tables which 
relate to risk factors that apply to the insured These tables are generally established 
through industry practice and adopted by reference In the DOl's regulation 

The U S Supreme Court in Arizona Governing Committee v Norris, 103 S Ct 3492 
(1983), prohIbIted insurance practices that unreasonably dIscrim1nate on the basis of 
gender The DOI has adhered to actuarial tables which blend the risk projections for 
male and female to comply with this Supreme Court decision. The DOI also allows use 
of actuarial tables that d1stIngu1sh risk between smokers and nonsmokers The 
department's authority to approve products using these tables Is uncertain. 

Life Insurance Lapse Notice 
Chapter 95-142, Laws of Florida, created sections 627 4555, 627 4556 and 627.5045, 
F S, relating to secondary notices for late payment of premiums in life policies. Purs\jant 
to section 627 4555, F S . insurers must include In 1nd1v1dual life insurance contracts that 
cover or are owned by natural persons 64 years of age or older, and have been in force 
for at least one year, a requirement for 21 days advance notice prior to canceling a 
policy for late payment of premiums This Is in add1t1on to the 30-day grace period 
current law provides for late payments Section 627 5045, F S , imposes s1m1lar 
requirements on industrial life insurance contracts which bill for premiums monthly, that 
cover or are owned by natural persons 64 years of age or older, and have been in force 
for at least one year. 

Insurers are required to mall notice of this additional time for payment to the policy 
owner after the expIratIon of the grace period and a minimum of 21 days before the 
lapse becomes effectrve Present law establishes a right on behalf of a policy owner 
who qualifies for the notice, to designate a secondary rec1p1ent of the lapse notice 
Insurers offering individual and industrial life insurance contracts must provide notice to 
applicants of the right to designate a secondary addressee In polIc1es issued on or after 
October 1, 1995, and to annually notify policy owners of this right for policies issued or 
renewed on or after October 1, 1995 

Holding Company Reporting 
Section 628.801, F.S , requires insurance holding companies all insurers operating In 
Florida who are members of an insurance holding company to file a registration with the 
DOI The DOI Is required to adopt rules establishing the form and substance of the 
regIstrat1on, with minimum requirements as specified in the statute Currently, the 
reg1strat1on minimum requirements must include sections of NAIC-approved Insurance 
Holding Company System Act and the Insurance Holding Company System Model 
Regulations, as they existed on January 1, 1993. 
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B EFFECT OF PROPOSED CHANGES 

Excess Profits 
Insurers who are subject to the excess profits law are less likely to be responsible for 
refunds inasmuch as the DOI will no longer have the d1scret1on to set a value for the 
profits and cont1ngenc1es factor that 1s below zero, for purposes of determining the 
existence of excess profits Companies that sell commercial umbrella liability pol1c1es 
will be expressly excluded from the appl1cat1on of the excess profits law 

Risk Based Capital 
Insurers will be subject to reporting and disclosure requirements for risk-based capital 
under the Risk-Based Capital for Insurers Act Domestic insurers will be required 
annually to calculate certain risk-based capital levels based on a formula adopted by 
NAIC The insurer will be required to monitor internally the trigger levels and respond as 
required A comparison of the insurer's actual capital level and its risk-based capital 
levels may trigger any of several levels of regulatory action by the DOI, or DOI 
superv1s1on of corrective actions by the insurer 

Disclosure of Material Transactions 
Insurers will be subJect to reporting and disclosure requirements consistent with the 
NAIC model Material Transactions Act This bill adopts a definition of "material" which 
includes acqu1s1t1ons and dispos1t1on of assets not within the ordinary course of the 
insurer's business and which involve more than 5 percent of the insurer's admitted 
assets Disclosure 1s also required of certain reinsurance transactions Insurers will be 
required to file reports of qualifying transactions with the DOI 

Licensing, Market Conduct Exam1nat1ons and Financial Reports 
Companies not formerly required to submit to market conduct exam1nat1ons will be 
examined under the bill. which extends the scope of the department's authority to all 
insurers governed by Chapter 627 The exam1nat1ons can be conducted less often than 
once every 5 years. and the insurer will not need to consult with the DOI 1n the selection 
of a private examiner to conduct the exam1nat1on The DOI will continue to oversee the 
terms and conditions of the agreement with the examiner, however, the insurer will no 
longer be involved 1n this oversight under the bill 

An insurer will be able to use one accountant to prepare its financial audit for a longer 
period of time in succession (7 years instead of 5 years) This will bring Florida law 
into conformity with audit requirements 1n the NAIC's Model Rule on this issue 

Businesses that presently hold limited licenses to sell various insurance products, with 
the exception· of lending or f1nanc1al 1nst1tut1ons, will now be authorized to obtain a 
limited license to sell credit property insurance. 

Life Insurance Valuation 
Insurers that elect to offer life insurance and annuity products using industry accepted 
gender "blended" actuarial tables, or distinct actuarial tables for smokers and 
nonsmokers to estimate value and risk. can seek approval for such products 1n Florida, 
and the DOI 1s authorized to accept and approve these insurance f1l1ngs, where 
appropriate 

STANDARD FORM (REVISED 1/97) 



STORAGE NAME s0840za fs 
DATE August 6, 1997 
PAGE 6 

Assessments 
Certain insurers will pay reduced assessments to the Special D1sab11ity Trust Fund and 
the Worker's Compensation (Adm1n1strat1ve) Trust Fund as a result of offsets from their 
net or direct premiums, as authorized In the bill, 1n the amounts of d1v1dends or premium 
refunds disbursed to consumers 

Life Insurance Lapse Notice 
Insurers will be required to offer the option for the secondary cancellation notice only in 
pol1c1es issued on or after October 1, 1997, and only for policies covering persons age 
64 and older, rather than in all pol1c1es that are owned by persons age 64 or older A 
technical rev1s1on replaces "cancel" with "lapse" 1n the notice prov1s1ons to denote the 
end of coverage for nonpayment of premiums Policyholders and secondary addressees 
In 1nd1v1dual life policies that allow more than 51 days for payment of past due premiums, 
must receive notice from the insurer of a pending lapse at least 21 days prior to the 
exp1rat1on of the grace period defined in the policy 

Consumers who apply for, or are covered under 1ndiv1dual or industrial life pol1c1es that 
qualify under this section, provided the policies are issued or renewed on or after 
October 1, 1997, must be notified by the insurer of the option to designate a secondary 
addressee at the time of application, and also allowed the option at any time while the 
policy 1s in force to designate a secondary addressee by filing a written notice with the 
insurer Existing law requires the insurer to give this notice and option annually None 
of the prov1s1ons above apply to policies under which premiums are payable monthly or 
more frequently, collected by a licensed agent, or paid by credit card 

Insurance Holding Company Reporting 
The DOI regulation of insurance holding companies in Florida will be upgraded to be In 
accordance with the applicable sections of the NAIC model statutes and regulations for 
insurance holding company systems that were in existence and current on January 1, 
1997 

C APPLICATION OF PRINCIPLES. 

1 Less Government. 

a Does the bill create, increase or reduce, either directly or indirectly· 

(1) any authority to make rules or adJud1cate disputes?

Yes. The DOI 1s granted authority in the bill to adopt rules 1mplement1ng the
risk-based capital requirements.
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(2) any new respons1b1l1t1es, obligations or work for other governmental or
private organizations or 1ndIvIduals?

Yes Although exIstIng law allows private examiners to conduct market
conduct examInatIons of insurers, the bill would allow a more direct
contracting arrangement between the insurer and the examiner

(3) any entitlement to a government service or benefit?

No

b If an agency or program Is elIm1nated or reduced 

(1) what respons1b11itIes, costs and powers are passed on to another program,
agency, level of government, or private entity?

Not applicable

(2) what 1s the cost of such responsIbll1ty at the new level/agency?

Not applicable

(3) how Is the new agency accountable to the people governed?

Not applicable

2 Lower Taxes 

a Does the bill increase anyone's taxes? 

No 

b. Does the bill require or authorize an increase In any fees?

No

c. Does the bill reduce total taxes, both rates and revenues?

No

d Does the bill reduce total fees, both rates and revenues? 

No 
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e Does the bill authorize any fee or tax increase by any local government? 

No. 

3 Personal Responsibility. 

a Does the bill reduce or eliminate an entitlement to government services or 
subsidy? 

No 

b Do the beneficiaries of the legislation directly pay any portion of the cost of 
1mplementat1on and operation? 

No 

4 lnd1v1dual Freedom 

a Does the bill increase the allowable options of IndIv1duals or private 
organ1zations/assocIat1ons to conduct their own affairs? 

Yes The bill lessens the prospect that the application of the excess profits law 
will result In refunds by insurers of excess profits 

b Does the btll proh1b1t, or create new government interference with, any presently 
lawful act1v1ty? 

Yes The bill reduces the frequency of insurer market conduct examinations 

5. Family Empowerment:

a. If the bill purports to provide services to fam1l1es or children·

(1) Who evaluates the family's needs?

Not applicable

(2) Who makes the dec1s1ons?

Not applicable
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(3) Are private alternatives permitted?

Not applicable

(4) Are families required to part1c1pate In a program?

Not applicable

(5) Are families penalized for not part1c1pating In a program?

Not applicable

b Does the bill directly affect the legal rights and obligations between family 
members? 

No 

c If the bill creates or changes a program provIdIng services to families or 
children, In which of the following does the bill vest control of the program, either 
through direct part1c1patIon or appointment authority 

(1) parents and guardians?

Not applicable.

(2) service providers?

Not applicable

(3) government employees/agencies?

Not applicable

D SECTION-BY-SECTION RESEARCH 

Section 1. Amends subsection (8) of s 627 215, F S , to preclude the use of a profit 
and contingencies factor that Is less than zero for purposes of calculating the existence 
of excess pro.fits 

Section 2. Amends subsection (14) of s 627 215, F S , to expressly exclude 
commercial umbrella liability policies from the application of the excess profits law 
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Section 3. Creates an unnumbered section adopting the substance of the NAIC Risk­
Based Capital Act The bill requires each domestic insurer to calculate, according to the 
model NAIC instructions. its "authorized control level nsk-based capital" (ACL) This Is 
an approximate minimum operating capital requirement used to assess solvency 
Property and casualty insurers with direct written premium of $2 m1ll1on or less a year 
are exempt from nsk-based capital examination 1f they wnte direct business only in 
Florida and 1f they do not assume reinsurance in excess of 5 percent of premium The 
department 1s allowed to examine foreign insurers under nsk-based capital requirements 
and may take the corrective actions authorized with respect to domestic insurers, 1f the 
insurance regulator in the foreign insurer's state of domicile has not taken such actions 

The actual dollar amount of the ACL 1s derived from formulas in instructions established 
by the NAIC The bill provides legislative findings that the degree to which insurers 
maintain operating capital over the ACL and the various nsk-based capital thresholds 1s 
ind1cat1ve of the health of their insurance businesses Therefore, the ACL 1s imputed 
into each of the nsk-based capital tests as a base requirement Vanous regulatory 
actions are prompted as the insurer's capital on-hand drops to the level of the ACL, or 
falls below the ACL The calculation of the ACL must incorporate both the 1nstruct1ons 1n 
effect on the effective date of the act and any amendments that may be prospectively 
adopted by the NAIC (see "Comments," below) Complex worksheets and schedules 
(more than 50 pages for property and casualty insurers) must accompany the insurer's 
reported ACL 

The NAIC 1nstruct1ons for calculating the ACL of life and health insurers must take into 
account the insurer's nsk with respect to assets, the risk of adverse insurance 
experience relating to the insurer's l1ab11ities and obligations, the interest rate risk with 
respect to the insurer's business, and all other business risks and such other relevant 
nsks as are set forth rn the 1nstruct1ons. Similarly, the NAIC 1nstruct1ons for calculation 
of ACL for property and casualty insurers takes into account the asset risk, the credit 
risk, the underwriting risk, and all other business risks and such other relevant nsks as 
are set forth in the instructions 

Each domestic insurer would be required to file a risk-based capital report with the DOI, 
the NAIC, and the insurance regulators of other states where the insurer 1s authorized to 
do business on March 1 of each year Insurers would be proh1b1ted from advert1s1ng the 
results of these calculations, and the DOI would be proh1b1ted from using the information 
1n ratemak1ng The DOI would use the reports "solely for monitoring the solvency of 
insurers and assessing the need for corrective action 

The bill provides for a comparison of an insurer's ACL to its capital on-hand (referred to 
as "total adJusted capital") which includes statutory capital and surplus, plus other items 
spec1f1ed in the instructions The results of the comparison, combined with information 
and events relating to the insurer's risk-based capital report, may prompt one of four 
levels of regulatory involvement (referred to as an "event") and trigger a series of 
regulatory responses and corrective actions as the margin between capital on-hand and 
the ACL decreases, or falls below the ACL. 

• A "company action level event" occurs when the insurer's risk-based capital
report indicates that the insurer's total adjusted capital falls between (greater than or
equal to) 1 5 times ACL •· the threshold for a regulatory action level nsk-based
capital -· and (less than) 2 times ACL --the threshold for a company action level
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risk-based ·capital For life and health insurers, a company action level event also 
occurs when their total adjusted capital Is greater than or equal to 2 0 times AGL 
(company action risk-based capital level), but less than 2 5 times its AGL, 1f the 
insurer shows a negative trend, which Is a trend test calculation included In the 
instructions 

In response to a company action level event, the bill would require the first and least 
IntrusIve form of regulatory Intervent1on The insurer would have to submit a risk­
based capital plan to the DOI The plan would (1) 1dent1fy the cond1t1ons that 
contributed to the company action level event, (11) propose corrective action, (111) 
provide a 5-year projection of the insurer's finances, (1v) 1dent1fy the assumptions 
supporting the projections. and (v) 1dentIfy the quality of, and the problems 
associated with, the insurer's business If the DOI was not sat1sf1ed, It could require 
revIsIons to the plan A determination that the plan was unsatisfactory might 
constitute a regulatory action level event (see below) The plan would also be 
submitted to the insurance regulators in other states where the insurer Is authorized 
to do business 

• A "regulatory action level event" occurs when the risk-based capital report
1nd1cates that the total adjusted capital falls between (1s greater than or equal to) the
insurer's AGL and (less than) 1 5 times AGL -- the regulatory action level risk-based
capital In add1t1on, the following are also regulatory action level events (1) failure to
timely file a risk-based capital report, (11) failure to submit a risk-based capital plan,
(111) DOI notice to the insurer that the risk-based capital plan 1s not satisfactory. and
(1v) failure to adhere to an approved risk-based capital plan

In response to a regulatory action level event, the DOI would (1) require the insurer 
to submit a new or revised risk-based capital plan, (11) conduct a f1nanc1al 
examInatIon of the insurer, and (i11) order the insurer to take spec1f1ed corrective 
actions 

• An "authorized control level event" occurs when the risk-based capital report
indicates that the insurer's total adjusted capital Is greater than or equal to O 7 times
AGL (mandatory control level risk based capital), but less than its AGL The failure
to comply with ordered corrective action Is also an authorized control level event

In response to an authonzed control level event, the department would have to either
take the actions authorized with respect to a regulatory action level event, or assert
its junsd1ct1on under Chapter 631, F S (1 e , rehab1l1tation and llqu1datIon), by
placing the insurer under regulatory control

• A "mandatory control level event" occurs when the risk-based capital report
1nd1cates that the insurer's total adjusted capital Is less than O 7 times AGL -- the
threshold for mandatory control level risk based capital In response to a mandatory
control level event, the DOI would be required to assert its Jurisdiction under Chapter
631, however, the DOI may allow a property and casualty insurer to continue a run­
off of ex1st1ng business. The DOI could forgo action for 90 days 1f 11 finds that the
sItuatIon may be corrected w1th1n that period

The bill would authorize hearings and proceedings to resolve disputes relating to the 
contents of the risk-based capital reports, and would grant rulemaking authority 
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necessary for the DOI to administer the act The risk-based capital requirements are 
declared to be supplemental to existing law The department and its employees and 
agents are given c1v1I ImmunIty with respect to actions taken under this law. 

Risk-based capital requirements would first apply with respect to the 1997 annual 
statement filed by insurers In the first reporting year, the bill would proh1b1t DOI from 
taking any action In response to a company action level event After spec1f1ed regulatory 
action level events In the first reporting year, the bill would require the DOI to respond 
by taking the actions associated with a company action level event 

Section 4. Creates an unnumbered section adopting the substance of the NAIC model 
Material Transactions Act Insurers are required to disclose the acqu1s1tion or 
d1spos1t1on of assets, including a series of related acquIs1tIons or d1spos1t1ons occurring 
within a 30-day period The bill defines "material acqu1sIt1on of assets" or "material 
d1spos1t1on of assets" as nonrecurring transactions, not in the ordinary course of 
business, involving more than 5 percent of the insurer's admitted assets 

A "material nonrenewal, cancellation, or revIsIon of a ceded reinsurance agreement," in 
the case of property and casualty insurers, would be one that involves more than 50 
percent of the insurer's total ceded written premium or more than 50 percent of the 
insurer's total ceded indemnity and loss adjustment reserves In the case of life and 
health insurers, It would be one that involves more than 50 percent of the total reserve 
credit taken for business ceded For all insurers, the replacement of an authorized · 
reInsurer representing more than 10 percent of a total cession with one or more 
unauthorized reinsurers, or the reduction or waiver of previously established collateral 
requirements with respect to one or more unauthorized reinsurers representing more 
than 10 percent of a total cession would constitute a material nonrenewal, cancellation 
or revIs1on 

Domestic insurers would be required to file a report of material transactions within 15 
days after the end of the month in which the transaction occurred, describing the date of 
the transaction, the manner of acqu1s1t1on or d1sposit1on, the description of the assets 
involved, the nature and amount of cons1derat1on given or received, the purpose of or 
reason for the transaction, the manner by which the amount of consideration was 
determined, the gain or loss recognized or realized as a result of the transaction, and 
the name of the person from whom the assets were acquired or to whom they were 
disposed The reporting requirement would not apply 1f the transaction had been 
submitted to the department for prior review and approval, or for 1nformat1onal purposes 

The formal report for disclosure of a material nonrenewal, cancellation, or revIsIon of a 
ceded reinsurance agreement would be required to include the effective date of the 
transaction, the description of the transaction with an identification of the initiator of the 
transaction, the purpose of or reason for the transaction, and the 1dent1ty of replacement 
reinsurers 

Section 5. Amends subsection (1) of s 624 3161, F S, relating to market conduct 
examInatIons The bill would remove a requirement that market conduct examInatIons of 
an insurer or rating organization be conducted once every 5 years, but retain the 
general authority of the DOI to perform a market conduct examination whenever 11 
deems necessary The bill also expands the scope of the DO l's market conduct 
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examInat1on authority to all insurers governed by Chapter 627 According to the DOI, 
this change brings the statute In line with current practice 

Section 6. Amends paragraph (d) In subsection (8) of s 624 424, F S , relating to 
annual statements of insurers to increase to 7 years the time period during which an 
insurer may use the same accountant or partner in an accounting firm to prepare the 
insurer's audited f1nanc1al statements 

Section 7. Creates section 624 5094. F S , relating to assessments against insurers 
based on casualty insurance premiums The bill authorizes insurers, notwithstanding 
the provIsIons of any other statutes. to deduct dIvIdends and premium refunds from their 
"net premiums," "net premiums written." "net premium collected," or "direct premiums," 
for the purpose of calculating annual assessments for the Special Disability Trust Fund 
and the Worker's Compensation (Adm1nistrat1ve) Trust Fund The bill authorizes the 
offsets only in the year that the d1v1dends or premium refunds are disbursed 

Section 8. Amends subsection (5) of s 625 121, F S , relating to valuation of life 
insurance polIcIes, to authorize the DOI to approve life insurance products where the 
insurer has chosen, at its option, to use d1st1nct smoker and nonsmoker actuarial tables, 
in lieu of a combined table The DOI Is also authorized to approve annuity products 
where the insurer has chosen to use spec1f1ed annuity actuarial tables, pending 
adoption of rules by DOI on or after January 1, 1998 

Section 9. Amends paragraph (e) of subsection (1) ofs 626121, F S, to authorize the 
DOI to issue a limited license for sale of credit property insurance to qualified applicants 
other than lending or financial mst1tut1ons, who presently hold a limited license to sell 
credit life and d1sab1lity insurance 

Section 10. Amends subsection (9) of s 627 476, F S , relating to valuation of life 
insurance policies In the determination of the nonforfe1ture benefit The bill would 
authorize the DOI to accept and value insurance products where the insurer has chosen, 
at its option, to use smoker and nonsmoker actuarial tables, In lieu of a combined table 
The DOI is also authorized to approve life insurance products where the insurer has 
chosen to use gender blended tables, as opposed to tables d1stmgu1shed on gender 

Section 11. Amends s 627.4555, F S., to revise the secondary notice requirements for 
1nd1vIdual life pol1c1es. The bill would amend the appl1cat1on of these requirements to 
include policies issued directly or issued for delivery in this state, which would cover 
persons 64 or older Presently, the section applies to policies which cover or are owned 
by persons 64 and older Ex1st1ng law requires that the policies be in force at least 1 
year The bdJ provides that the policy would not "lapse" (amended terminology from 
prior use of "cancel") without the proper not1ficat1on of the end of coverage for 
nonpayment of premiums. 

The bill would require insurers to include in any policy which allows more than 51 days 
to pay past due premiums, a notice requirement announcing the possible lapse, mailed 
to the pol1cyowner and to the secondary addressee at least 21 days prior to the 
expiration of the grace period defined in the policy 

The bill would require insurers who issue qual1fy1ng 1nd1v1dual life policies on or after 
October 1, 1997, to notify applicants of the right to designate a secondary addressee at 
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the time of application For policies issued directly In Florida, issued In another state for 
delivery in Florida or renewed In Florida, on or after October 1, 1997, the insurer would 
be required to allow the policy owner to designate a secondary addressee at any time 
that the policy Is in force, by written notice submitted to the insurer Spec1f1cally 
exempted from this section are those policies under which premiums are payable 
monthly or more frequently and collected by a licensed agent. or for which premiums are 
paid by credit card, by preauthorized check processing or by automatic debit with a 
financial inst1tutIon 

Section 12. Amends s 627 5045, F S , to revise the notice requirements for late 
payment of premiums for industrial life policies in a manner s1m1lar to that spec1f1ed for 
1nd1v1dual policies in section 7 above For 1ndustnal life policies, the requirements apply 
to policies issued or issued for delivery In this state, under which premiums are paid 
monthly, and which cover or are owned by persons age 64 or older 

The bill would require insurers who sell industrial life policies on or after October 1, 
1997, to notify every applicant of the right to designate a secondary addressee, at the 
time of application The bill further would provide that In each industrial life policy 
issued directly or issued for delivery in Florida, on or after October 1, 1997, the insurer 
would be required to allow the policy owner to designate a secondary addressee at any 
time that the policy Is In force, by written notice submitted to the insurer The bill 
spec1f1cally exempts from this section those policies under which premiums are paya_ble 
monthly or more frequently and collected by a licensed agent 

Section 13. Amends s. 628 801, F S., effective October 1, 1997, to revise a reference 
to NAIC model regulations relating to insurance holding companies The bill would 
require that the DOI rules adopted to establish the information and form used for 
regIstratIon of insurance holding companies specifically include requirements and 
standards contained In the versions of the NAIC Insurance Holding Company System 
Regulatory Act and the Insurance Holding Company System Model Regulations, that 
were current on January 1, 1997 

Section 14. Provides that the bill takes effect on July 1, 1997, unless otherwise 
provided in the bill. 

Ill FISCAL RESEARCH & ECONOMIC IMPACT STATEMENT­

A FISCAL IMPACT ON STATE AGENCIES/STATE FUNDS· 

1 Non-recurring Effects· 

The DOI would be authorized to adopt rules Implement1ng the nsk-based capital 
requirements This would have an undetermined impact on the DOI of a minimal 
amount 
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2 Recurring Effects 

The recurring effects of the bill are associated with DOI oversight of the risk-based 
capital and material assets sections of the bill The costs are independent of one 
another and should be minimal The DOI will continue to perform market conduct 
examinations to address maJor compliance issues. Thus, the removal of the 
requirement that market conduct examInatIons be done once every five years will 
not have a s1gnif1cant recurring effect on the DOI 

3 Long Run Effects Other Than Normal Growth· 

The DOI should be able to more actively scrutinize the market practices of insurers 
because of the broader authority and d1scret1on to conduct examinations provided in 
the bill 

4 Total Revenues and Expenditures 

See A 1 and A 2 above 

B FISCAL IMPACT ON LOCAL GOVERNMENTS AS A WHOLE. 

1 Non-recurring Effects 

None 

2 Recurring Effects· 

None 

3 Long Run Effects Other Than Normal Growth 

None. 

C DIRECT ECONOMIC IMPACT ON PRIVATE SECTOR 

1 Direct Private Sector Costs 

Policyholders are not likely to lose refunds based on excess profits they might have 
otherwise received because no refunds or credits have been made in recent years. 
The requirements of the risk-based capital and material transactions model acts will 
impose a·dd1t1onal administrative costs on domestic insurers, which costs may be 
passed on to policyholders as part of the premium 

The revised notice requirements for life policies will impose costs on insurers to 
revise forms for 1nd1v1dual and industrial life insurance policies, or to develop and 
seek approval for amendments to forms In order to conform with the provisions of 
this bill These costs are unknown 

The offsets allowed in calculating assessments In the Worker's Compensation 
(Adm1n1strat1ve) Trust Fund will cause insurers who cannot take advantage of the 
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assessments to incur a higher assessment rate Assessment rates in the Special 
D1sab11ity Trust Fund are subject to a cap 

2 Direct Private Sector Benefits 

Insurers would gain only minimal benefits from the revIsIons to excess profits 
provIsIons because no refunds or credits have been made in recent years 

The requirements of the risk-based capital and material transactions model acts will 
benefit policyholders of insurance companies, and the industry as a whole, by 
detecting and addressing the concerns of unstable insurance companies Reduced 
frequency of market conduct examInatIons removes will reduce to total costs to 
insurers who bear these costs, and may reduce insurers' regulatory costs. These 
provIsIons should also allow the DOI to more effectively use its exam1nat1on 
resources for oversight of trends In the marketplace 

The revised notice requirements for life policies will benefit policy owners in the 
state who may avoid lapse of life insurance coverage due to a short-term failure to 
pay premiums 

The offsets allowed against assessments will result In reduced assessments 
primarily for insurers obligated to the Worker's Compensation (Adm1rnstrat1ve) Trust 
Fund. Insurers obligated to the Special D1sab11ity Trust Fund are presently subject 
to a cap on the assessment rate The reduced costs for assessments are of an 
undetermined amount 

3 Effects on Compellt1on, Private Enterprise and Employment Markets. 

None 

D FISCAL COMMENTS. 

IV CONSEQUENCES OF ARTICLE VII, SECTION 18 OF THE FLORIDA CONSTITUTION· 

A. APPLICABILITY OF THE MANDATES PROVISION

B REDUCTION OF REVENUE RAISING AUTHORITY 

C. REDUCTION OF STATE TAX SHARED WITH COUNTIES AND MUNICIPALITIES·
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V COMMENTS 

The provIsIon of the bill which incorporates by reference future amendments to the NAIC 
nsk-based capital 1nstruct1ons may be an unconstItut1onal delegation of leg1slat1ve authority 
The Legislature Is not proh1b1ted from incorporating documents, actions, or dec1s1ons of 
other entItIes into the statutes, however, the Legislature Is proh1b1ted from incorporating 
documents that do not yet exist, such as future amendments to an exIstIng document 

VI AMENDMENTS OR COMMITTEE SUBSTITUTE CHANGES 

SB 840 (1 ST ENG) Is substantially the same as HB 1943 (1 ST ENG) and HB 1089, as 
amended In the House F1nanc1al Services Committee, except that the repeal of the excess 
profits law Is excluded 
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