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Property Bill Emerges from the End of the Tunnel 
By:  David Yon 
 

After seemingly being doomed to the pile for “next year” a property insurance bill  
(CS/CS/2044) emerged from the Florida Legislature this year and is headed for the  
Governor’s desk.   It is certainly not a “deregulation” bill, but there are numerous provi-
sions that should help improve the property insurance marketplace.  The bill still must 
survive the veto pen of Governor Crist to become law, but it has the support of  
Insurance Commissioner Kevin McCarty so it is possible at least that the Governor will 
sign it. The following are some of the highlights of the bill. 

• The minimum surplus for a new property and casualty insurer seeking to write resi-
dential property insurance will be $15 million.  Existing insurers must increase their 
surplus to at least $10 million by July 1, 2015 and $15 million by 2020.   

• There are several new provisions giving OIR more authority to require information 
from domestic insurers regarding their affiliates and the right to review contracts:  

♦ In the event an insurer has a loss of surplus on any quarterly or annual 
financial report which exceeds 15 percent or which cumulatively for the 
calendar year exceeds 15 percent as of the most recent filed quarterly or 
annual report insurers must submit a plan to the Office, which if the in-
surer writes residential property insurance and the Office requests, must 
include detailed information about the insurer’s affiliates.  The informa-
tion must include key financial information about the affiliates, including 
assets, liabilities, surplus, amounts received from the insurer and distribu-
tions to other affiliates.   

Continued on Page 4 

 

“I am grateful that the Legislature has 
addressed some of the cost drivers 
causing instability in our homeowners’ 
insurance market. Furthermore, the 
legislation strengthens our solvency 
tools to ensure that insurers are 
capable of paying claims.” 

- Insurance Commissioner Kevin McCarty 

Legislature Passes 2010 Version of Condo Glitch Bill 
By:  Travis Miller 
 
Last year, the Florida legislature passed revisions to the state’s condominium insurance 
laws attempting to correct troublesome provisions adopted in the prior year.  Unfortu-
nately, the condo “glitch” legislation was part of a bill that Governor Crist vetoed for 
other reasons, leaving Florida’s condominium insurance laws intact for another year.  
This year, the legislature has tried again by incorporating condo insurance law revisions 
into SB 1196 more broadly dealing with condominium law issues. 
 
The bill creates a new section 627.714 governing loss assessment coverage under unit 
owners’ policies.  The bill continues existing law requiring insurers to offer a minimum  
 

Continued on Page 7 

Check out the status of the Governor’s action on bills on the front page of our website at 
www.radeylaw.com -  “2010 Florida Legislative Session—The Governor’s Pen”  
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Employee Leasing  
Company Change of  
Ownership Procedures 
Eased 
By:  Tom Crabb 

The procedures to change the ownership of 
employee leasing companies are streamlined by SB2046, which 
passed both houses unanimously and awaits presentment to the 
Governor.  Employee leasing companies are regulated by the 
Board of Employee Leasing Companies, which is part of the 
Department of Business and Professional Regulation.  SB2046 
streamlines the regulatory processes necessary to change the 
ownership of an employee leasing company by deleting the re-
quirement that a company obtain the advance approval of the 

Board before changing the name or location of the company and 
provides that prior approval of the Board for a change of owner-
ship is not required if at the time of the purchase or acquisition, 
one or more controlling persons of the company have a control-
ling person license issued by the Board.  The Board must in-
stead be notified of the acquisition within 30 days.  The bill also 
deletes provisions of the law that require advance approval of the 
Board before existing stockholders or partners of a company can 
take control of the company through equity purchases from 
other stockholders or partners.  Finally, the bill removes a provi-
sion that automatically voided a company’s license for failure to 
pay its license renewal fee and such companies could now re-
main in delinquent/inactive status for up to two years, although 
they would not be allowed to transact business during the delin-
quency.   

Statute Requiring Home Seller’s  
Disclosure of Windstorm Mitigation 
Rating Deleted 
By:  Tom Crabb 

A 2008 statute currently scheduled to take effect on January 1, 
2011 requires notice to purchasers of homes in Florida’s wind-
borne debris region of the home’s windstorm mitigation rat-
ing.  This is the rating based on the uniform home grading scale 
(1 to 100) adopted by OIR rule in 2007 that grades a home’s 
ability to withstand the wind load from a hurricane or tropical 
storm based on roof shape, secondary water resistance, roof 

cover, etc.  HB 545 repeals this statutory provision, thus causing 
the notification requirement to never actually take effect.  Re-
pealing this provision will save home sellers in the wind-borne 
debris region the cost of a windstorm mitigation inspec-
tion.   Moreover, the 1 to 100 grading scale is not currently used 
to calculate property insurance windstorm mitigation discounts, 
which are based on wind loss relativities developed by the OIR 
in 2002.  A similar statute requiring such an inspection and dis-
closure to purchasers of certain homes insured by Citizens Prop-
erty Insurance Corporation was repealed in 2009 before it could 
take effect as well.  The legislation was passed unanimously by 
both houses and awaits presentment to the Governor.     

Legislature Proposes “Health Care Freedom” Constitutional  
Amendment in Response to Federal Health Care Reform  
By:  Karen Asher-Cohen 
 

The Florida Legislature has proposed the creation of the Health Care Freedom Constitutional Amendment in Section 
28 of Article I of the Florida State Constitution.  This constitutional amendment will be submitted to the voters in 

Florida at the next general election, or at a special election authorized for that purpose.  The proposed amendment was created in  
response to the national health care reform passed by Congress on March 21, 2010.  Approximately 20 other state legislatures are  
currently addressing the issues created by the federal health care reform and the relationship between the federal and state govern-
ments.  Additionally, Florida Attorney General McCollum, along with 12 other Attorneys General, has filed a lawsuit in the United 
States District Court, Northern District of Florida, challenging the constitutionality of the federal health care reform. 
 
Currently, Florida residents are not required to have health insurance.  The Health Care Freedom Constitutional Amendment would 
prohibit any person, employer, or health care provider from being compelled to participate in any health care system. Also, any person 
or employer would be able to pay directly for health care services, and a health care provider could accept direct payments for lawful 
health care services, without threat of penalties or fines for such direct payments.  Additionally, the resolution prohibits the creation of 
any law or rule which would prohibit the purchase or sale of private health insurance.  The amendment would not affect worker’s com-
pensation care, laws in effect on March 1, 2010, services required of health care providers, and health care services permitted by law. 
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Legislature Revises Filing  
Process for Commercial Rates 
By:  Travis Miller 
 
The Florida Legislature approved SB 2176 on the 
last day of the legislative session paving the way for 
more efficient implementation of many types of 

commercial insurance rate filings.  As with all bills passed by the 
legislature, the proposal awaits action by Governor Charlie Crist, 
who may sign it into law, veto it, or allow it to become law without 
his signature. 
 
Throughout the session, SB 2176 was cast as a commercial rate 
deregulation bill, in which many types of commercial insurance 
filings would be exempt from regulatory scrutiny.  However, as 
the bill progressed toward the end of session, amendments to the 
bill restored a degree of regulatory oversight.  The bill eliminates 
the current rate submission and approval requirements for  
selected types of commercial insurance, including: 
 
• Excess or Umbrella 
• Surety and Fidelity 
• Boiler and Machinery 
• Errors and Omissions 
• Directors and Officers, Employment Practices, and  

Management Liability 
• Intellectual Property and Patent Infringement Liability 
• Advertising Injury and Internet Liability 
• Property Risks Rated Under Highly Protected Risk 

Plans 
• Other Categories Determined by the Office of Insur-

ance Regulation if a Competitive Market Exists, the Ad-
ditional Categories are Similar to Those Exempted, or 
Otherwise to Improve the OIR’s Efficiency 

 
An insurer availing itself of the new filing process would notify the 
OIR within 30 days of implementing a rate change.  The notice 
will include the name of the insurer, the type or kind of insurance 
for which rates are being adjusted, the total written premium in 
the preceding year for the kind or type of insurance, and the state-
wide average percentage of the rate change. The OIR then could 
initiate a review to determine if the implemented rates are exces-
sive, inadequate or unfairly discriminatory.  A rating organization 
similarly may notify the OIR within 30 days following a rate 
change, with the OIR then being able to review the rating organi-
zation’s loss and exposure statistics to verify that the rates are not 
excessive, inadequate or unfairly discriminatory.  The bill also 
contains a similar provision removing commercial automobile 
insurance covering 20 or more vehicles from current rating law 
requirements.  Again, the rates cannot be excessive, inadequate or 
unfairly discriminatory, and would be filed within 30 days follow-
ing implementation.  
 
To monitor the status of this and other bills as they await action 
by Governor Crist, please see “2010 Florida Legislative Session — 
The Governor’s Pen” and the Legislative Updates section of our 
website at www.radeylaw.com. 

Florida CAT Fund Changes 
Contract Year 
By:  David Yon 
 

CS/SB 1460 has been signed by the Governor 
and becomes Chapter 2010-10, Laws of Florida. 

This bill returns the FHCF contract year to a June 1 to May 31 
year. However, it includes numerous modifications to facilitate 
the contract signing much earlier in the year. While it is too late 
to meet some of the timetables in the law for this year, the bill 
does require that the reimbursement contract be adopted “as 
soon as possible.” Some highlights include: 

• The FHCF’s aggregate coverage and aggregate retention 
levels are to be published in the Florida Administrative 
Weekly by January 1 of each year. 

• The FHCF’s reimbursement contract must be adopted by 
February 1 of each year. 

• Insurers must execute their FHCF reimbursement contract 

by March 1 of each year with an effective date of June 1. 

• The retention multiple formula in calculating an insurer’s 
retention is modified using exposure from “two years” prior 
(as opposed to “one year” under current law) in calculating 
the retention factor. 

• The FHCF’s mandatory layer is capped at $17 billion, 
unless the SBA determines the FHCF has capacity to pay 
more than $17 billion in one year and at least $17 billion in 
the subsequent year. This would be a slight reduction in 
coverage from 2009 which was $17.175 billion. 
 

As of the date of publication, the SBA is seeking approval of and 
authority to file 5 emergency rules that implement this new law.  
The Florida Cabinet will consider their request at the May 11, 
2010 meeting.    
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Property Bill 2010 
Cont. from Page 1 

♦ The law also removes a provision in section 
626.7452 that on its face prevents OIR from exam-
ining managing general agents that only represent a 
single domestic insurer.  The law now says the  
Office may examine an MGA as if it were the in-
surer.  

♦ A new section 628.252 is created requiring all do-
mestic property insurers to notify the Office of its 
intent to enter into a management agreement, ser-
vice contract or cost sharing arrangement with an 
affiliate at least 30 days before signing the agree-
ment.  This appears to codify OIR’s existing hold-
ing company rule. 

• There are a number of changes to the statutes regulating 
public adjusters.   

♦ Section 626.854(11)(a) is amended to provide that 
“[C]ompensation for a reopened or supplemental 
claim may not exceed 20 percent of the reopened 
or supplemental claim payment.”  

♦ Under existing law compensation for claims arising 
from events that are the subject of a declaration of 
emergency by the Governor is limited to 10% of 
the claim payment if the claim is made during the 
first year.  The law allowed 20% for all other claim 
payments.  A new provision limits the 20% amount 
only to “claims that are not based on events that 
are the subject of a declaration of a state of emer-
gency by the governor.”      

♦ The law defines certain advertising statements by 
public adjusters as deceptive or misleading.   

♦ Advertising must include a statement that it is a 
solicitation for business.  

♦ All company and independent adjusters acting on 
behalf of an insurer are required to provide 48 
hours notice before scheduling a meeting with or 
inspecting the property of an insured.  An insured 
can waive the notice requirement.  

♦ Public adjusters are required to provide prompt 
notice to insurers of any property loss claim; pro-
vide a copy of their contract to the insurer; and 
assure that the insurer can inspect the property and 
meet with the insured. 

♦ Licensed contractors or subcontractors may not 
adjust a claim on an insured’s behalf without being 
licensed as a public adjuster.   

♦ Public adjuster apprentices must complete 8 hours 
of continuing education.  

♦ Public adjuster contracts must include specific in-

formation listed in the statute to identify the parties 
and must be signed by the adjuster and everyone 
insured under the policy. 

• New section 626.70132 bars the filing of any windstorm or 
hurricane claim pursuant to a personal lines residential 
policy, including any supplemental or reopened claim, not 
filed within 3 years after the hurricane first made landfall. 

• The new law postpones the implementation date for the 
Consumer Advocate to prepare an annual report card for 
each residential property insurer to June 1, 2012 and clari-
fies that only “valid” complaints should negatively affect an 
insurer’s score. 

• The rating law, section 627.062, is amended as follows: 

♦ The prohibition against use and file filings for 
property insurance filings is extended to December 
31, 2011.   

♦ The Office cannot prohibit a company from paying 
its agents based on the full premium or restrict the 
company from including such in its filing. 

♦ The existing law permitting insurers to make a 
separate “streamlined” filing to recoup increases in 
reinsurance costs has been expanded to allow an 
insurer to include the costs of financing products 
used as a replacement for reinsurance and an infla-
tion trend to be calculated by the Office on an an-
nual basis beginning January 1, 2011.  Increases 
approved through this filing are capped at 10 per-
cent for any policyholder, excluding coverage 
changes and surcharges.  Only one such special 
filing may be made in any 12-month period; how-
ever, the prohibition against making any other type 
of filing within 6 months is removed.  

♦ The Office is directed, subject to a specific appro-
priation, to develop a comprehensive program for 
providing consumers with all available information 
necessary to make an informed purchase of the 
insurance product that best serves the needs of the 
individual.   

♦ Current law requires that rate filings be certified as 
true and accurate.  A new provision states this  
certification is not “rendered false” if an insurer 
provides additional information in response to a 
request for information from OIR. 

• The provisions in section 627.0629 requiring reasonable 
mitigation credits and discounts have been amended to clar-
ify that policies may also be debited if they do not contain 
proper mitigation devices.   An insurer that demonstrates 
the aggregate of its mitigation discounts results in a reduction 
to revenue which exceeds the reduction of the aggregate loss 
that is expected to result from the mitigation may recover 
the lost revenue through an increase in its base rates.  

 
Continued on Top of Page 5 
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Property Bill 2010 (Cont.) 

• The provision in current law prohibiting an insurer from 
including an expense or profit load in their filings to recover 
the actual cost of private market reinsurance that corre-
sponds to available coverage of the Temporary Increase in 
Coverage Limits (“TICL”) from the Florida Hurricane Cat 
Fund is removed.  

• The initial assessment for a Citizens Property Insurance 
Corporation deficit (levied on Citizen’s policyholders) is 
being modified so that the 15% assessment is collected 
whenever a policy is canceled, renewed or upon the issu-
ance of a new policy by Citizens within the first 12 months 
after the date of the levy of the assessment.  

• The law adds a provision to allow an insurer to cancel or 
nonrenew a property policy on 45 days notice if the Office 
finds that the early cancellation of some or all of the policies 
is necessary to protect the best interests of the public or poli-
cyholders based on the financial condition of the insurer, 
lack of adequate reinsurance coverage for hurricane risk, or 
other relevant factors.  

• A new section 627.43141 permits an insurer to issue a no-
tice of change in policy terms instead of a notice of nonre-
newal when some of the terms of a policy are being changed 
at renewal.   

• A new subsection, 627.7011(3), is created pertaining to re-
placement cost coverage for losses to a dwelling.    Insurers 
are required to pay actual cash value right away, but are not 
required to pay more until there is a contract and actual 

repairs are being made (except in case of a total loss).  The 
insured has one year after the insurer pays actual cash value 
to make a claim for replacement cost. 

• Section 627.70131, which requires in insurer to pay or deny 
a property claim or portion of a property claim within 90 
days after receipt of notice by the policyholder, is amended 
to apply the 90-day period to the filing of a supplemental 
claim by a policyholder.  

• The law pertaining to mitigation inspections was modified as 
follows. 

♦ A new list of “authorized mitigation inspectors” was 
created.  Insurers must accept mitigation inspec-
tions done by an authorized inspector.  

♦ The person signing the mitigation form must in-
spect the property and attest to such inspection 
unless the law makes a specific exception (such as 
for contractor inspectors authorized under s. 
489.111). 

♦ Authorized inspectors cannot commit 
“misconduct” that results in financial harm to the 
insured or insurer.  Misconduct is defined by the 
statute. 

♦ Insurers may require, at their expense, a mitigation 
form to be independently verified by an inspector.  

The bill, if implemented appropriately, has the potential to help 
improve and stabilize the property market in Florida.  We will 
keep you posted as events unfold. 

Recoupment Simplified 
By:  David Yon 

CS CS CS HB 159 has passed both chambers and on April 30th 
was on its way to the Governor’s desk.   There are two major 
changes to the Florida guaranty associations: 

• The law adds employer liability coverage to the workers’ 
compensation exemption from the fund.   

• The law combines the auto liability and auto physical dam-
age accounts into one account.  

However, for many insurers the most important changes in this 
bill relate to the recoupment process for guaranty fund assess-
ments.  The bill effectively makes filings to recoup guaranty fund 
assessments “informational filings.”  These filings have been 
difficult for insurers to process in the past because of the need to 
file both “turn on” and “turn off” filings.  Failure to make the 
turn off filings timely has resulted in fines.  It also significantly 
changes the process for dealing with over recoupment of assess-
ments.  As long as the excess amount collected is less than 15% 
the excess can be refunded by writing a check to the guaranty 
fund instead of doing refunds or credits.  If the excess collected 
exceeds 15% of the total assessment paid by the insurer it must 
be refunded to “current policyholders by refunds or premium 
credits. 

Take-out Companies No Longer  
Committed to 3-Year Obligation 
By:  David Yon 

OIR issued a general order (Case No. 108977-10) amending a 
series of orders it had previously issued to insurers that removed  
policies from Citizens Property Insurance Corporation.  The 
original orders required these companies to renew the policies 
they removed from Citizens for 3 years.  This order removes that 

requirement from those consent orders.   Commissioner  
McCarty explained this action in a letter to the CFO Alex Sink 
dated April 29, 2010 noting that there had been significant  
adverse selection in the take-out process and these policies were 
driving up the take out companies’ Probable Maximum Loss and 
their reinsurance costs.  McCarty advised however that the order 
did not release the companies from their take-out contracts with  
Citizens.  
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Bill Proposes to Reduce  
Service Contract Regulation 
By:  Travis Miller 

If signed into law, SB 2176 will significantly change the way 
service contracts are regulated in Florida.  Chapter 634 of 
the Florida Insurance Code governs three types of service 
contracts, frequently referred to as service warranties.  
These include motor vehicle service agreements (Chapter 
634, Part I), home warranties (Chapter 634, Part II), and 
consumer product service contracts (Chapter 634, Part 
III).  Although service contract providers historically have 
been subjected to a lesser degree of regulation than prop-
erty and casualty insurers, they have been required to hold 
licenses, meet net worth requirements, file annual and 
quarterly financial statements, submit forms for approval, 
and meet other regulatory standards.  The 2010 legislature, 
however, has taken a significant step in reducing the regula-
tory requirements applicable to service contract providers.  
This follows recent cost-saving measures at the Office of 
Insurance Regulation in which the specialty insurance divi-
sion (which included service agreement companies) has 
been disbanded and its functions assigned elsewhere within 
OIR.  

SB 2176 was amended late in the session to include the 
service contract reforms and passed on the last day of the 
session.  The bill next awaits action by Governor Charlie 
Crist, who may sign it into law, veto it, or allow it to be-
come law without his signature. 

The bill makes similar revisions to the laws applying to all 
three types of service agreement providers.  Among the 
significant changes, the bill streamlines the following areas 
of service contract regulation: 

• To offset the reduction in certain areas of regulatory 
oversight contained in the bill, the bill adds criminal penal-
ties for persons engaged in unlicensed service agreement 
activity. 

• The requirement for service agreement companies to 
submit their forms to the Office of Insurance Regulation 
for approval has been eliminated.  However, the law con-
tinues to specify that companies are responsible for ensur-
ing their forms meet legal requirements. 

• The bill also clarifies that when returning unearned 
premiums upon cancellation, service agreement companies 
may deduct the amounts of any claims paid. 

• By July 1, 2011, service agreement companies must 
incorporate into their agreements or provide separately a 
disclosure informing consumers that the rates are not sub-
ject to regulation by the Office of Insurance Regulation. 

• Service agreement companies will be required to sub-
mit financial statements annually by March 1 and will no 
longer be required to submit quarterly financial statements. 

• Examinations by the Office of Insurance Regulation 
will no longer be mandatory, but instead will be conducted 
as the OIR deems appropriate taking into account provid-
ers’ history of compliance, financial condition and other 
factors. 

• Salespersons will be required to obtain approval of the 
service agreement companies they represent before offer-
ing rebates of their commissions to consumers. 

• The unfair trade practices statutes are updated to re-
quire a service agreement company, upon the request of a 
consumer, to provide a sample copy of its contract prior to 
sale.  This can be done by furnishing a copy of the contract 
or directing the consumer to a website. 

• The bill would exclude contracts covering commercial 
vehicles from motor vehicle service agreement regulation. 

• Home warranties would no longer be limited to prod-
ucts sold in conjunction with home sales, home loans, 
home inspections, or significant renovations. 

• The bill prohibits certain statements made by motor 
vehicle service agreement companies in advertising materi-
als as unfair or deceptive. 

• Home warranties could charge more for a renewal con-
tract than a new contract if supported by claims history or 
cost data. 

The bill reflects a substantial change in Florida’s approach 
to regulation of service agreements.  To follow the status of 
SB 2176 as it is presented to the Governor, please consult 
our website at www.radeylaw.com. 

FCHF Assessments Increased 
By:  David Yon 
 

The Office of Insurance Regulation issued an order (Case Number 108945-10) on April 27, 2010, levying a new emergency assessment 
for the Florida Hurricane Catastrophe Fund.  Effective January 1, 2011 insurers are to begin collecting 1.3% assessments on all applica-
ble policies.  This assessment will replace the existing assessment levy of 1.0%.   The increase comes primarily as the result of claims 
from Hurricanes Dennis, Katrina, Rita and Wilma from the 2005 season.  There have been an unexpected number of late or reopened 
claims from those storms causing the need for the assessment increase.  
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Condo Glitch Bill (Cont. from Page 1) 
 
of $2000 in property loss assessment coverage.  However, some 
of the specific workings of the loss assessment coverage have 
been clarified or revised, including the potential application of a 
$250 deductible and a limitation on the ability of insureds to 
increase their loss assessment coverage post-event. 
 
The bill also specifies that individual unit owners’ policies must 
contain provisions stating that the coverage under those policies 
is excess over amounts recoverable under any other policy cover-
ing the same property. 
 
Current law requires condominium associations to obtain ade-
quate “hazard” insurance, which has raised questions of interpre-
tation.  This reference is being clarified to require associations to 
obtain adequate “property” insurance.  A reference to determin-
ing the “full insurable value” of condominium property every 

three years is being updated to require the “replacement cost” to 
be determined every three years. 
 
Other revisions include a clarification to the responsibility of 
insureds to procure insurance on property within the boundaries 
of their units, elimination of a provision specifying that improve-
ments or additions to condominium property that benefit fewer 
than all of the unit owners are the insurance responsibility of the 
unit owners having use of the property, and elimination of a pro-
vision essentially allowing associations to force-place coverage on 
unit owners. 
 
The bill also would eliminate current law specifying that associa-
tions must be listed as additional named insureds and loss payees 
under unit owners’ policies. 
 
The status of SB 1196 and other bills will be updated on our 
website at www.radeylaw.com. 

HB 885 Alters Life and Health  
Requirements 
By:  Travis Miller 

 

HB 885 relating to life and health insurance has been presented 
to Governor Crist for action.  The bill specifies that life insur-
ance agents are not required to take continuing education classes 
relating to suitability of annuities and life insurance if they have 
not sold annuities or individual life insurance policies during 
their reporting cycle and they do not have any annuities or indi-
vidual life policies in effect. 
 
The bill also creates a new section 627.4065 relating to notice of 
replacement sent to life insurers.  Under the statute, a notice of 
replacement of a current life insurance policy would not be sent 
to the existing insurer in several listed circumstances, such as 
conversions with the current insurer. 
 

The current group health insurance law specifies that all employ-
ees must be eligible for coverage under an employer group, or 
alternatively that an entire class of employees must be eligible 
with the classes of employees being determined by conditions of 
their employment.  An amendment to this statute would state 
that a class of employees cannot consist solely of persons cov-
ered under the health insurance plan.  The statute also indicates 
that it does not prohibit an employer from requiring participa-
tion in a group health plan as a condition of employment. 
 
Current law specifies that the amount of coverage available for 
spouses or dependents under group life insurance policies may 
not exceed 50% of the amount for which the employee or group 
member is insured.  The bill would eliminate the 50% limitation, 
allowing  coverage for spouses or dependents to be equal to the 
amount of insurance on the employee or group member.  

OIR Informational Memo Addresses 
Catastrophe Reinsurance 
By:  David Yon 

 

The OIR issued informational memorandum OIR-10-01M on 
April 12, 2010 notifying insurers that OIR “is not requiring any 
specific level of catastrophe reinsurance such as the 1 in 100 
year probable maximum loss level.”  The new test is not clear 
but the memo provides that “Property insurers need to retain 
some of the catastrophe risk but should limit retention of risk 
per storm that exceeds approximately half of the surplus above 
the legally required minimum. The placement of that catastro-

phe risk, whether in the lower levels below the Florida Hurri-
cane Catastrophe Fund (Cat Fund) traditional layer, along side 
of the Cat Fund, on top of the Cat Fund, or a combination of 
the three, is an important strategic decision. The use of reinsur-
ance or other mechanisms to limit that retained risk should, for 
most property insurers, focus more this year on addressing mul-
tiple storm exposure.”  Again, Commissioner McCarty ex-
plained his reasoning in his letter of April 29, 2010 to CFO Alex 
Sink by acknowledging that the 1 in 100 year requirement was 
providing an unfair negative advantage to reinsurers and permit-
ting them to charge “exorbitant rates for the highest level of in-
surance coverage.”  
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Safeguard Our Seniors 
Passes in 2010 
By:  Travis Miller 

 

Senator Mike Bennett and CFO Alex Sink, 
among others, have been pursuing legislation 
for several sessions to increase regulatory 
protections for senior citizens in annuity 
transactions.  Although the proposals ap-
peared at times to be stalled in the current 
session, they were amended onto a broader 
insurance bill at the end of the session and 
passed as part of SB 2176.  The bill now 
awaits action by Governor Crist.  
 
“After three years of standing up for Florida's 
seniors and refusing to back down to the 
special interests, … we've made a difference 
for our state,” said CFO Sink. 
 
“I especially want to commend Senator Mike 
Bennett, who stood with me for years tire-
lessly pursuing tougher safeguards for our 
seniors and getting this bill unanimously 
passed through the Florida Senate.  I also 
want to credit Representative Maria Sachs, 
who was able to lead this legislation to victory 
in the House, and all the members of our 
bipartisan Safeguard Our Seniors task force." 
 
The Safeguard Our Seniors Act contains the 
following provisions:  

• Increases the financial penalty for the 
willful act of “twisting” or “churning” of an 
annuity to a maximum of $75,000.  

• Limits the period of a surrender charge 
for an annuity sold to a senior consumer (age 
65 or older) to 10 years and limits the surren-
der charge to 10 percent.  

• Extends the “free look” period for the 
purchase of an annuity by a senior consumer 

from 14 to 21 days. 

• Authorizes the Department of Financial 
Services to require an agent to make mone-
tary restitution to a senior consumer harmed 
by a violation of the insurance code under 
certain circumstances. 

• Includes a third party marketer that aids 
and abets an insurance agent in the violation 
of the insurance code involving an annuity 
sale to a senior consumer as an affiliated 
party of the insurance agent, giving DFS regu-
latory authority over the marketer. 

• Gives DFS authority to take license dis-
ciplinary action against an agent who has 
been disciplined under his or her securities 
broker-dealer license or a related license. 

• Prohibits DFS from issuing a license to a 
former licensee who has had his or her li-
cense revoked resulting from the solicitation 
or sale of an insurance product to a senior 
consumer. 

• Extends the prohibition on a life insur-
ance agent being the beneficiary of a life in-
surance policy by including the agent’s family 
members within the prohibition and by pro-
hibiting the agent from serving as a guardian, 
trustee, or having power of attorney over the 
insured. 

• Requires an insurer to provide a cover 
sheet attached to the policy when an annuity 
is issued informing the purchaser about the 
free look period and about how to contact 
the insurer and the department if they have 
questions about the annuity. 

• Allows the use of video depositions in 
administrative hearings involving a senior 
consumer and requires compliance with the 
Rules of Civil Procedure. 


