CHAPTER 2001-213

Committee Substitute for Senate Bill No. 658

An act relating to insurance; amending s. 624.610, F.S.; updating a
cross-reference; creating s. 625.011, F.S.; defining the term “statu-
tory accounting principles”; amending s. 625.012, F.S.; providing for
what constitutes an asset of an insurer; amending s. 625.031, F.S;;
providing for assets not allowed in determining the financial condi-
tion of an insurer; amending s. 625.041, F.S.; revising a provision
concerning liability; amending s. 625.141, F.S.; providing for the
valuation of bonds; amending s. 625.161, F.S.; revising requirements
for new appraisals in the valuation of real property; amending s.
625.322, F.S.; revising requirements for collateral loans; creating s.
641.183, F.S.; providing a transition selection for statutory account-
ing principles; amending s. 641.19, F.S.; redefining the terms “re-
porting period,” “statutory accounting principles,” “surplus,” and
“surplus notes” for purposes of the Health Maintenance Organiza-
tion Act; amending s. 641.35, F.S.; redefining certain assets or liabil-
ities in the determination of the financial condition of a health main-
tenance organization; providing applicability; amending ss. 626.916,
626.918, 626.921, 626.923, 626.930, 626.931, 626.932, 626.933,
626.935, 626.936, 626.9361, 626.938, F.S.; revising certain require-
ments for surplus lines insurance to provide the Florida Surplus
Lines Service Office with the same authority granted to the Depart-
ment of Insurance; revising limits on fees that may be charged with
respect to certain policies certified for export; revising certain quar-
terly reporting requirements; providing for collection of a service fee;
providing a penalty for failure to make certain reports and pay
service fees; providing for an administrative fine for such failure;
providing for disposition of surplus lines taxes and service fees;
providing a retroactive effective date.

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

Section 1. Subsection (4) of section 626.916, Florida Statutes, is amended
to read:

626.916 Eligibility for export.—

(4) A reasonable per-policy fee, not to exceed $35 $25, may be charged by
the filing surplus lines agent for each policy certified for export.

Section 2. Subsection (2) of section 626.918, Florida Statutes, is amended
to read:

626.918 Eligible surplus lines insurers.—

(2) No unauthorized insurer shall be or become an eligible surplus lines
insurer unless made eligible by the department in accordance with the
following conditions:
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(a) Eligibility of the insurer must be requested in writing by the Florida
Surplus Lines Service Office a-Florida-licensed-surplus lines agent;

(b) The insurer must be currently an authorized insurer in the state or
country of its domicile as to the kind or kinds of insurance proposed to be
so placed and must have been such an insurer for not less than the 3 years
next preceding or must be the wholly owned subsidiary of such authorized
insurer or must be the wholly owned subsidiary of an already eligible sur-
plus lines insurer as to the kind or kinds of insurance proposed for a period
of not less than the 3 years next preceding. However, the department may
waive the 3-year requirement if the insurer provides a product or service not
readily available to the consumers of this state or has operated successfully
for a period of at least 1 year next preceding and has capital and surplus of
not less than $25 million;

(c) Before granting eligibility, the requesting surplus lines agent or the
insurer shall furnish the department with a duly authenticated copy of its
current annual financial statement in the English language and with all
monetary values therein expressed in United States dollars, at an exchange
rate (in the case of statements originally made in the currencies of other
countries) then-current and shown in the statement, and with such addi-
tional information relative to the insurer as the department may request;

(d)1. The insurer must have and maintain surplus as to policyholders of
not less than $15 million; in addition, an alien insurer must also have and
maintain in the United States a trust fund for the protection of all its
policyholders in the United States under terms deemed by the department
to be reasonably adequate, in an amount not less than $5.4 million. Any such
surplus as to policyholders or trust fund shall be represented by investments
consisting of eligible investments for like funds of like domestic insurers
under part Il of chapter 625 provided, however, that in the case of an alien
insurance company, any such surplus as to policyholders may be repre-
sented by investments permitted by the domestic regulator of such alien
insurance company if such investments are substantially similar in terms
of quality, liquidity, and security to eligible investments for like funds of like
domestic insurers under part Il of chapter 625;

2. For those surplus lines insurers that were eligible on January 1, 1994,
and that maintained their eligibility thereafter, the required surplus as to
policyholders shall be:

a. On December 31, 1994, and until December 30, 1995, $2.5 million.
b. On December 31, 1995, and until December 30, 1996, $3.5 million.
c. On December 31, 1996, and until December 30, 1997, $4.5 million.
d. On December 31, 1997, and until December 30, 1998, $5.5 million.
e. On December 31, 1998, and until December 30, 1999, $6.5 million.
f. On December 31, 1999, and until December 30, 2000, $8 million.
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g. On December 31, 2000, and until December 30, 2001, $9.5 million.
h. On December 31, 2001, and until December 30, 2002, $11 million.
i. On December 31, 2002, and until December 30, 2003, $13 million.

j. On December 31, 2003, and thereafter, $15 million.

3. The capital and surplus requirements as set forth in subparagraph 2.
do not apply in the case of an insurance exchange created by the laws of
individual states, where the exchange maintains capital and surplus pursu-
ant to the requirements of that state, or maintains capital and surplus in
an amount not less than $50 million in the aggregate. For an insurance
exchange which maintains funds in the amount of at least $12 million for
the protection of all insurance exchange policyholders, each individual syn-
dicate shall maintain minimum capital and surplus in an amount not less
than $3 million. If the insurance exchange does not maintain funds in the
amount of at least $12 million for the protection of all insurance exchange
policyholders, each individual syndicate shall meet the minimum capital
and surplus requirements set forth in subparagraph 2.;

4. A surplus lines insurer which is a member of an insurance holding
company that includes a member which is a Florida domestic insurer as set
forth in its holding company registration statement, as set forth in s. 628.801
and rules adopted thereunder, may elect to maintain surplus as to policy-
holders in an amount equal to the requirements of s. 624.408, subject to the
requirement that the surplus lines insurer shall at all times be in compli-
ance with the requirements of chapter 625.

The election shall be submitted to the department and shall be effective
upon the department’'s being satisfied that the requirements of subpara-
graph 4. have been met. The initial date of election shall be the date of
department approval. The election approval application shall be on a form
adopted by department rule. The department may approve an election form
submitted pursuant to subparagraph 4. only if it was on file with the depart-
ment before February 28, 1998;

(e) The insurer must be of good reputation as to the providing of service
to its policyholders and the payment of losses and claims;

() The insurer must be eligible, as for authority to transact insurance in
this state, under s. 624.404(3); and

(g) This subsection does not apply as to unauthorized insurers made
eligible under s. 626.917 as to wet marine and aviation risks.

Section 3. Subsection (2) of section 626.921, Florida Statutes, is amended
to read:

626.921 Florida Surplus Lines Service Office.—

(2) All surplus lines agents shall, as a condition of holding a license as
a surplus lines agent in this state, be deemed to be members of this associa-
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tion and shall report to and file with the service office a copy of or informa-
tion on each surplus lines insurance policy or document as provided in the

plan of operatlon adopted under subsectlon (5) Upen—lcecekpt—ef—any—eleam

The service
office shall immediately report the particulars of any unfiled pollcy to the
department for enforcement of compliance with the Florida Surplus Lines
Law.

Section 4. Section 626.923, Florida Statutes, is amended to read:

626.923 Filing copy of policy or certificate.—A surplus lines agent shall,
within 30 days after the date of a request by the department or the Florida
Surplus Lines Service Office, furnish the-department an exact copy of any
and all requested policies, including applications, certificates, cover notes,
or other forms of confirmation of insurance coverage or any substitutions
thereof or endorsements thereto. The department or the Florida Surplus
Lines Service Office may also request and the agent shall furnish, within 30
days after the date of the request, the agent's memorandum as to the sub-
stance of any change represented by a substitute certificate, cover note,
other form of confirmation of insurance coverage, or endorsement as com-
pared with the coverage as originally placed or issued.

Section 5. Subsection (2) of section 626.930, Florida Statutes, is amended
to read:

626.930 Records of surplus lines agent.—

(2) The record shall at all times be open to examination by the depart-
ment or the Florida Surplus Lines Service Office without notice and shall
be so kept available and open to-the-department for 5 years next following
expiration or cancellation of the contract.

Section 6. Section 626.931, Florida Statutes, is amended to read:

626.931 Agent affidavit and insurer reporting requirements Quarterly
report.—

(1) Each surplus lines agent shall on or before the end of the month next
following each calendar quarter file with the Florida Surplus Lines Service
Office an affidavit, on forms as prescribed and furnished by the Florida
Surplus Lines Service Office, stating that a—verifiedreportof all surplus
lines insurance transacted by him or her during such calendar quarter has
been submitted to the Florida Surplus Lines Service Office as required.
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(g)@)—'lih%pepeﬁ—shau—melude The affldawt of the surplus lines agent

shall include 3
to efforts made to place coverages Wlth authorlzed insurers and the results
thereof.

(€Y Each foreign msurer acceptmg premlums
shall, on or before the end of
the month following each calendar quarter, file with the Florida Surplus
Lines Service Office a verified report of all surplus lines insurance trans-
acted by such insurer for insurance risks located in this state during such
calendar quarter.

(4)(5) Each alien insurer accepting premiums
shall, on or before June 30 of each
year, file with the Florida Surplus Lines Service Office a verified report of
all surplus lines insurance transacted by such insurer for insurance risks
located in this state during the preceding calendar year,jprovided-the first
such-report shall be with respect to calendar year 1994,

(5)6) The Insurance Commissioner shall have the authority to waive the
filing requirements described in subsections (3) (4) and (4) (5).

(6)A Each insurer’'s report and supporting information shall be in a
computer-readable format as determined by the Florida Surplus Lines Ser-
vice Office department or shall be submitted on forms prescribed by the
Florida Surplus Lines Service Office department and shall show for each
applicable agent:

(@)¥d) A listing of all policies, certificates, cover notes, or other forms of
confirmation of insurance coverage or any substitutions thereof or endorse-
ments thereto and the identifying number; and

(b)te} Any additional information required by the department or Florida
Surplus Lines Service Office.

Section 7. Paragraph (a) of subsection (2) of section 626.932, Florida
Statutes, is amended to read:

5
CODING: Words stricken are deletions; words underlined are additions.



Ch. 2001-213 LAWS OF FLORIDA Ch. 2001-213

626.932 Surplus lines tax.—

(2)(a) The surplus lines agent shall make payable pay to the Department
of Insurance Elerida-Surplus-Lines-Service Office the tax related to each

calendar quarter’s business as reported to the Florida Surplus Lines Service
Office, and remit the tax to the Florida Surplus Lines Service Office at the
same time as provided for the filing of the quarterly affidavit report, under
S. 626.931. The Florida Surplus Lines Service Office shall forward to the
department the taxes and any interest collected pursuant to paragraph (b),

within 10 days of receipt-along-with-acopy of the quarterly reports received.
Section 8. Section 626.933, Florida Statutes, is amended to read:

626.933 Collection of tax and service fee.—If the tax or service fee pay-
able by a surplus lines agent under this Surplus Lines Law is not so paid
within the time prescribed, the same shall be recoverable in a suit brought
by the department against the surplus lines agent and the surety or sureties
on the bond filed by the surplus lines agent under s. 626.928.

Section 9. Paragraphs (d) and (e) of subsection (1) of section 626.935,
Florida Statutes, are amended to read:

626.935 Suspension, revocation, or refusal of surplus lines agent’s li-
cense.—

(1) The department shall deny an application for, suspend, revoke, or
refuse to renew the appointment of a surplus lines agent and all other
licenses and appointments held by the licensee under this code, upon any
of the following grounds:

(d) Failure to make and file his or her affidavit or guarterly reports when
due as required by s. 626.931.

(e) Failure to pay the tax or service fee on surplus lines premiums, as
provided for in this Surplus Lines Law.

Section 10. Section 626.936, Florida Statutes, is amended to read:

626.936 Failure to file reports report or pay tax or service fee; adminis-
trative penalty.—

(1) Any licensed surplus lines agent who neglects to file a guarterly
report or an affidavit in the form and within the time required or provided
for in the Surplus Lines Law may be fined up to $50 per day for each day
the neglect continues, beginning the day after the guarterly report or affida-
vit was due until the date the report or affidavit is received
ment. The department-shall-deposit All sums collected by—it under this
section shall be deposited into the Insurance Commissioner’'s Regulatory
Trust Fund.

(2) Any licensed surplus lines agent who neglects to pay the taxes or
service fees as required under the Surplus Lines Law and within the time
required may be fined up to $500 per day for each day the failure to pay
continues, beginning the day after the tax or service fees were was due. The

6
CODING: Words stricken are deletions; words underlined are additions.



Ch. 2001-213 LAWS OF FLORIDA Ch. 2001-213

agent shall pay interest on the amount of any delinquent tax due, at the rate
of 9 percent per year, compounded annually, beginning the day the amount
becomes delinquent. The department shall deposit all sums collected by-it
under this section into the Insurance Commissioner's Regulatory Trust
Fund.

Section 11. Section 626.9361, Florida Statutes, is amended to read:

626.9361 Failure to file report; administrative penalty.—Any eligible
surplus lines insurer who fails to file a guarterly report in the form and
within the time required or provided for in the Surplus Lines Law may be
fined up to $500 per day for each day such failure continues, beginning the
day after the report was due, until the date the report is received by-the

. Failure to file a guarterly report may also result in withdrawal
of eligibility as a surplus lines insurer in this state. All sums collected by the
department under this section shall be deposited into the Insurance Com-
missioner’s Regulatory Trust Fund.

Section 12. Subsections (1), (3), (4), and (10) of section 626.938, Florida
Statutes, are amended to read:

626.938 Report and tax of independently procured coverages.—

(1) Every insured who in this state procures or causes to be procured or
continues or renews insurance with an unauthorized foreign or alien in-
surer, or any self-insurer who in this state so procures or continues excess
loss, catastrophe, or other insurance, upon a subject of insurance resident,
located, or to be performed within this state, other than insurance procured
through a surplus lines agent pursuant to the Surplus Lines Law of this
state or exempted from tax under s. 626.932(4), shall, within 30 days after
the date such insurance was so procured, continued, or renewed, file a report
of the same with the Florida Surplus Lines Service Office department in
writing and upon forms designated by the Florida Surplus Lines Service
Office department and furnished to such an insured upon request, or in a
computer readable format as determined by the Florida Surplus Lines Ser-
vice Office. The report shall show the name and address of the insured or
insureds, the name and address of the insurer, the subject of the insurance,
a general description of the coverage, the amount of premium currently
charged therefor, and such additional pertinent information as is reasonably
requested by the Florida Surplus Lines Service Office department.

(3) For the general support of the government of this state, there is levied
upon the obligation, chose in action, or right represented by the premium
charged for such insurance a tax at the rate of 5 percent of the gross amount
of such premium and a 0.3 percent service fee pursuant to s. 626.9325. The
insured shall withhold the amount of the tax and service fee from the
amount of premium charged by and otherwise payable to the insurer for
such insurance.;-and; Within 30 days after the insurance is was-so procured,
continued, or renewed, and simultaneously coincidentally with the filing of
the report provided for in subsection (1) with the Florida Surplus Lines
Service Office department-of-the reportprovidedfor-in-subsection{1), the
insured shall make payable to the Department of Insurance pay the amount
of the tax and make payable to the Florida Surplus Lines Service Office the
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amount of the service fee. The insured shall remit the tax and the service
fee to the Florida Surplus Lines Service Office department. The Florida
Surplus Lines Service Office shall forward to the department the taxes, and
any interest collected pursuant to subsection (5), within 10 days after re-

ceipt.

(4) If the insured fails to withhold from the premium the amount of tax
and the service fee herein levied, the insured shall be liable for the amount
thereof and shall pay that amount the-same to the Florida Surplus Lines
Service Office department within the time stated in subsection (3).

(10) Each report and supporting information shall be in a computer-
readable format as determined by the Florida Surplus Lines Service Office
department or shall be submitted on forms prescribed by the Florida Sur-

plus Lines Service Office department.

Section 13. Subsection (14) of section 624.610, Florida Statutes, is
amended to read:

624.610 Reinsurance.—

(14) The department may adopt rules implementing the provisions of
this section. Rules are authorized to protect the interests of insureds, claim-
ants, ceding insurers, assuming insurers, and the public. These rules shall
be in substantial compliance with:

(8) The National Association of Insurance Commissioners model regula-
tions relating to credit for reinsurance;

(b) Version 2001 1999 of the National Association of Insurance Commis-
sioners Accounting Practices and Procedures Manual; and

(c) The National Association of Insurance Commissioners model regula-
tion for Credit for Reinsurance and Life and Health Reinsurance Agree-
ments.

The department may further adopt rules to provide for transition from
existing requirements for the approval of reinsurers to the accreditation of
reinsurers pursuant to this section.

Section 14. Section 625.011, Florida Statutes, is created to read:

625.011 Definitions.—As used in this chapter, the term “statutory ac-
counting principles” means accounting principles as defined in the National
Association of Insurance Commissioners Accounting Practices and Proce-
dures Manual effective January 1, 2001.

Section 15. Subsections (1) and (11) of section 625.012, Florida Statutes,
are amended, present subsection (12) of that section is redesignated as
subsection (16), and new subsections (12), (13), (14), and (15) are added to
that section to read:

625.012 “Assets” defined.—In any determination of the financial condi-
tion of an insurer, there shall be allowed as “assets” only such assets as are
owned by the insurer and which consist of:
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(1) Cash or cash equivalents, in the possession of the insurer, or in tran-
sit under its control, and including the true balance of any deposit in a
solvent bank, savings and loan association, or trust company. Cash equiva-
lents are short-term, highly liquid investments, with original maturities of
3 months or less, which are both readily convertible to known amounts of
cash and so near their maturity that they present insignificant risk of
changes in value because of changes in interest rates.

(11) Electronic and mechanical machines, including computer-operating
software equipment and system software constituting a data processing and
accounting system, if the cost of which such-system is at least $25,000, which
cost shall be amortized in full over a period not to exceed 3 7 calendar years.
The aggregate amount admitted under this subsection shall be limited to 3
percent of the insurer’s capital and surplus, adjusted to exclude any elec-
tronic data processing equipment and operating software, net deferred tax
assets, and net positive goodwill, as reported on the insurer’'s most recently
filed annual statement.

(12) Goodwill arising from acquisitions and mergers occurring after Jan-
uary 1, 2001.

(13) Loans or advances by an insurer to its parent or principal owner if
approved by the department.

(14) Current income tax recoverables.

(15) Capitalized interest.

(16)12) Other assets, not inconsistent with the provisions of this section,
deemed by the department to be available for the payment of losses and
claims, at values to be determined by it.

Section 16. Section 625.031, Florida Statutes, is amended to read:

625.031 Assets not allowed.—In addition to assets impliedly excluded by
the provisions of s. 625.012, the following expressly shall not be allowed as
assets in any determination of the financial condition of an insurer:

(1) Good-will; Trade names, patents, agreements not to compete, and
other like intangible assets.

(2) Advances (other than policy loans) to officers and; directors, and-con-
i - whether secured or not, and advances to employees,
agents, and other persons on personal security only.

(3) Stock of such insurer, owned by it, or any material equity therein or
loans secured thereby, or any material proportionate interest in such stock
acquired or held through the ownership by such insurer of an interest in
another firm, corporation, or business unit.

(4) Furniture, fixtures, furnishings, safes, vehicles, libraries, stationery,
literature, and supplies, other than data processing and accounting systems
authorized under s. 625.012(11), except in the case of title insurers such
materials and plants as the insurer is expressly authorized to invest in
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under s. 625.330 and except, in the case of any insurer, such personal
property as the insurer is permitted to hold pursuant to part Il of this
chapter, or which is acquired through foreclosure of chattel mortgages ac-
quired pursuant to s. 625.329, or which is reasonably necessary for the
maintenance and operation of real estate lawfully acquired and held by the
insurer other than real estate used by it for home office, branch office, and
similar purposes.

(5) The amount, if any, by which the aggregate book value of investments
as carried in the ledger assets of the insurer exceeds the aggregate value
thereof as determined under this code.

(6) Bonds, notes, or other evidences of indebtedness which are secured
by mortgages or deeds of trust which are in default.

(7) Prepaid and deferred expenses.

Section 17. Paragraph (d) of subsection (2) of section 625.041, Florida
Statutes, is amended to read:

625.041 Liabilities, in general.—In any determination of the financial
condition of an insurer, liabilities to be charged against its assets shall
include:

(2) With reference to life and health insurance and annuity contracts:

(d) Any additional reserves that which may be required by the depart-
ment consistent with practice formulated or approved by the National Asso-
ciation of Insurance Commissioners or its successor organization, on account
of such insurance, including contract and premium deficiency reserves.

Section 18. Subsection (2) of section 625.141, Florida Statutes, is
amended to read:

625.141 Valuation of bonds.—

(2) The department shall have full discretion in determining the method
of calculating values according to the rules set forth in this section, but no
such method or valuation shall be inconsistent with the method formulated
or approved by the National Association of Insurance Commissioners or its
successor organization and set forth in the latest edition of its publication
“Valuation of Securities”; provided that such valuation methodology is sub-
stantially similar to the methodology used by the National Association of
Insurance Commissioners in its 2001 1988 edition of such publication.
Amortization of bond premium or discount must be calculated using the
scientific (constant yield) interest method taking into consideration specified
interest and principal provisions over the life of the bond. Bonds containing
call provisions shall be amortized to the call or maturity value or date that
produces the lowest asset value.

Section 19. Section 625.161, Florida Statutes, is amended to read:
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625.161 Valuation of property.—

(1) Real property owned by an insurer which is reported in financial
statements filed with the department shall be valued at the lower of depreci-
ated cost or fair market value.

(2)1) Real property acquired pursuant to a mortgage loan or contract for
sale, in the absence of a recent appraisal deemed by the department to be
reliable, shall not be valued at an amount greater than the unpaid principal
and accrued interest of the defaulted loan or contract at the date of such
acquisition, together with any taxes and expenses paid or incurred in con-
nection with such acquisition, and the cost of improvements thereafter made
by the insurer and any amounts thereafter paid by the insurer on assess-
ments levied for improvements in connection with the property.

(3)2) Other real property held by an insurer shall not be valued at an
amount in excess of fair value as determined by recent appraisal. If the
valuation of real property is based on an appraisal more than 5 3 years old,
the department may, at its discretion, call for and require a new appraisal
in order to determine fair market value.

(4)3) Personal property acquired pursuant to chattel mortgages made in
accordance with s. 625.329 shall not be valued at an amount greater than
the unpaid balance of principal and accrued interest on the defaulted loan
at the date of acquisition, together with taxes and expenses incurred in
connection with such acquisition, or the fair value of such property, which-
ever amount is the lesser.

(B)4) In carrying out its responsibilities under this section, in the event
that the department and the insurer do not agree on the value of real or
personal property of such insurer, the department may retain the services
of a qualified real or personal property appraiser. In the event it is subse-
guently determined that the insurer has overvalued assets, the department
shall be reimbursed for the costs of the services of any such appraiser
incurred with respect to its responsibilities under this section regarding an
insurer by said insurer and any reimbursement shall be deposited in the
Insurance Commissioner’s Regulatory Trust Fund.

(6) Any insurer that reported real estate as of December 31, 2000, with
a value in excess of that allowed by subsection (1) shall comply with the
requirements of that subsection beginning January 1, 2001.

Section 20. Section 625.322, Florida Statutes, is amended to read:

625.322 Collateral loans.—An insurer may invest in loans with a matu-
rity not in excess of 12 years from the date thereof which are secured by the
pledge of assets permltted bv part I of th|s chapter seeu;mes-ehgb\le—fe#
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made pursuant to thls sectlon shaII not be admltted as an asset When it is

considered probable that any portion of the amounts due under the contrac-
tual terms of the loan will not be collected

. Collateral loans reported in financial state-
ments filed with the department shall not exceed the value of the collateral
held by the company.

Section 21. Section 641.183, Florida Statutes, is created to read:

641.183 Statutory accounting procedures; transition provisions.—All
health maintenance organizations, authorized to do business under this
chapter on January 1, 2001, shall elect a transition method for compliance
with statutory accounting principles as follows:

(1) Report assets acquired prior to June 30, 2001 in accordance with s.
641.35, Florida Statutes (2000), through December 31, 2005. Assets ac-
quired on or after June 30, 2001 shall be accounted for in accordance with
the National Association of Insurance Commissioners Accounting Practices
and Procedures Manual effective January 1, 2001. A health maintenance
organization electing to report assets pursuant to this subsection shall
maintain complete and detailed records reflecting such accounting treat-
ment; or

(2) Report all assets in accordance with the NAIC Accounting Practices
and Procedures Manual effective January 1, 2001.

Section 22. Subsections (16), (17), and (20) of section 641.19, Florida
Statutes, are amended to read:

641.19 Definitions.—As used in this part, the term:

(16) “Reporting period” means the annual calendar year accounting pe-
riod or any part thereof orthe fiscal year of the health-maintenance organi-
zation.

(17) “Statutory accounting principles” means accounting principles as
defined in the National Association of Insurance Commissioners Accounting

Practices and Procedures Manual effective Januarv 1 2001 generally—ac-

Section 23. Subsections (1), (2), and (3) of section 641.35, Florida Stat-
utes, are amended to read:

641.35 Assets, liabilities, and investments.—

(1) ASSETS.—In any determination of the financial condition of a health
maintenance organization, there shall be allowed as “assets” only those
assets that are owned by the health maintenance organization and that
which-assets consist of:
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(a) Cash or cash equivalents in the possession of the health maintenance
organization, or in transit under its control, including the true balance of
any deposit in a solvent bank, savings and loan association, or trust com-
pany which is domiciled in the United States. Cash equivalents are short-
term, highly liquid investments, with original maturities of 3 months or less,
which are both readily convertible to known amounts of cash and so near
their maturity that they present insignificant risk of changes in value be-
cause of changes in interest rates.

(b) Investments, securities, properties, and loans acquired or held in
accordance with this part, and in connection therewith the following items:

1. Interest due or accrued on any bond or evidence of indebtedness which
is not in default and which is not valued on a basis including accrued
interest.

2. Declared and unpaid dividends on stock and shares, unless the
amount of the dividends has otherwise been allowed as an asset.

3. Interest due or accrued upon a collateral loan which is not in default
in an amount not to exceed 1 year’s interest thereon.

4. Interest due or accrued on deposits or certificates of deposit in solvent
banks, savings and loan associations, and trust companies domiciled in the
United States, and interest due or accrued on other assets, if such interest
is in the judgment of the department a collectible asset.

5. Interest due or accrued on current mortgage loans, in an amount not
exceeding in any event the amount, if any, of the excess of the value of the
property less delinquent taxes thereon over the unpaid principal; but in no
event shall interest accrued for a period in excess of 90 days be allowed as
an asset.

(c) Premiums in the course of collection, not more than 3 months past
due, less commissions payable thereon. The foregoing limitation shall not
apply to premiums payable directly or indirectly by any governmental body
in the United States or by any of their instrumentalities.

(d) The full amount of reinsurance recoverable from a solvent reinsurer,
which reinsurance is authorized under s. 624.610.
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(€)}H Pharmaceutical and medical supply inventories.

6} The liquidati lue of : _

(f)__Goodwill created by acquisitions and mergers occurring on or _after
January 1, 2001.

(9)__Loans or advances by a health maintenance organization to its parent
or principal owner if approved by the department.

(h) Other assets, not inconsistent with the provisions of this section,
deemed by the department to be available for the payment of losses and
claims, at values to be determined by it.

The department, upon determining that a health maintenance organiza-
tion’s asset has not been evaluated according to applicable law or that it does
not qualify as an asset, shall require the health maintenance organization
to properly reevaluate the asset or replace the asset with an asset suitable
to the department within 30 days of receipt of written notification by the
department of this determination, if the removal of the asset from the orga-
nization’s assets would impair the organization’s solvency.

(2) ASSETS NOT ALLOWED.—In addition to assets impliedly excluded
by the provisions of subsection (1), the following assets expressly shall not
be allowed as assets in any determination of the financial condition of a
health maintenance organization:

(@) Goodwill; Subscriber lists, patents, trade names, agreements not to
compete, and other like intangible assets.

(b) Any note or account receivable from or advances to officers, directors,
or controlling stockholders, whether secured or not, and advances to employ-
ees, agents, or other persons on personal security only, other than those
transactions authorized under paragraph (1)(q).

(c) Stock of the health maintenance organization owned by it directly or
owned by it through any entity in which the organization owns or controls,
directly or indirectly, more than 25 percent of the ownership interest.

(d) Leasehold improvements, nonmedical libraries, stationery, litera-
ture, and nonmedical supply inventories, except that leasehold improve-
ments made prior to October 1, 1985, shall be allowed as an asset and shall
be amortized over the shortest of the following periods:

1. The life of the lease.
2. The useful life of the improvements.
3. The 3-year period following October 1, 1985.

(e) Furniture, fixtures, furnishings, vehicles, medical libraries, and

equipment,-other-than-those-items-authorized-under-paragraph-{(1){e).
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(f) Notes or other evidences of indebtedness which are secured by mort-
gages or deeds of trust which are in default and beyond the express period
specified in the instrument for curing the default.

(g) Bonds in default for more than 60 days.
(h) Deferred-costs-otherthan-the liguidation—valueof Prepaid and de-

ferred expenses.

(i) Any note, account receivable, advance, or other evidence of indebted-
ness, or investment in:

1. The parent of the health maintenance organization;

2. Any entity directly or indirectly controlled by the health maintenance
organization parent; or

3. An affiliate of the parent or the health maintenance organization,

except as allowed in subsections (1), (11), and (12). The department may,
however, allow all or a portion of such asset, at values to be determined by
the department, if deemed by the department to be available for the pay-
ment of losses and claims.

(3) LIABILITIES.—In any determination of the financial condition of a
health maintenance organization, liabilities to be charged against its assets
shall include:

(@) The amount, estimated consistently with the provisions of this part,
necessary to pay all of its unpaid losses and claims incurred for or on behalf
of a subscriber, on or prior to the end of the reporting period, whether
reported or unreported, including contract and premium deficiency reserves.

(b) The amount equal to the unearned portions of the gross premiums
charged on health maintenance contracts in force.

(c) Taxes, expenses, and other obligations due or accrued at the date of
the statement.

The department, upon determining that a health maintenance organization
has failed to report liabilities that should have been reported, shall require
a corrected report which reflects the proper liabilities to be submitted by the
organization to the department within 10 working days of receipt of written
notification.

Section 24. Any quarterly or annual statement that is required to be filed
after the effective date of this act shall be prepared in accordance with the
provisions of this act.

Section 25. This act shall take effect upon becoming a law and section 24
of this act shall apply retroactively to January 1, 2001.

Approved by the Governor June 13, 2001.
Filed in Office Secretary of State June 13, 2001.
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