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69O-141.001 Purpose.

The purpose of this rule chapter is to establish standards and procedures for administrative supervision of insurers in unsound condition or which are engaging in methods or practices which render the continuance of business hazardous to the public or insureds.

Rulemaking Authority 624.308(1) FS. Law Implemented 624.307(1), 624.80-624.87 FS. History–New 1-30-91, Formerly 4-93.001, Amended 5-5-92, Formerly 4-141.001.

69O-141.002 Standards Regarding Administrative Supervision.

(1) The Office’s determination as to whether the provisions of part VI, chapter 624, F.S., regarding administrative supervision are appropriate for an insurer shall be based on the standards set out in sections 624.80 and 624.81, F.S.

(2) Criteria which shall be considered in determining whether an insurer is in unsound condition as provided in section 624.80(2), F.S., or is engaging in methods or practices which render the continuance of business hazardous to the public or insureds include the following:

(a) Adverse findings reported in financial condition and market conduct examination reports;

(b) The National Association of Insurance Commissioners Insurance Regulatory Information System and its related reports;

(c) The ratios of commission expense, general insurance expense, policy benefits and reserve increases as to annual written premium and net investment income which could lead to an impairment of capital and surplus;

(d) That the insurer’s asset portfolio when viewed in light of current economic conditions is not of sufficient value, liquidity, or diversity to assure the company’s ability to meet its outstanding obligations as they mature;

(e) The ability of an assuming reinsurer to perform and whether the insurer’s reinsurance program provides sufficient protection for the company’s remaining surplus after taking into account the insurer’s cash flow and the classes of business written as well as the financial condition of the assuming reinsurer;

(f) That the insurer’s operating loss in the last twelve month period or any shorter period of time, including but not limited to net capital gain or loss, change in non-admitted assets, and cash dividends paid to shareholders, is greater than 50% of such insurer’s remaining surplus as regards policyholders in excess of the minimum required;

(g) Whether any parent, holding company, affiliate, subsidiary, or reinsurer is insolvent, threatened with insolvency, or delinquent in payment of its monetary or other obligations;

(h) Contingent liabilities, pledges or guaranties which either individually or collectively involve a total amount which in the Office’s opinion may affect the solvency of the insurer;

(i) Whether any “controlling person” of an insurer is delinquent in the transmitting to, or payment of, net premiums to such insurer;

(j) The age and collectibility of receivables;

(k) Whether the management of an insurer, including officers, directors, or any other person who directly or indirectly controls the operation of such insurer, fails to possess and demonstrate the competence, fitness and reputation deemed necessary to serve the insurer in such position;

(l) Whether management of an insurer has failed to respond to inquiries relative to the condition of the insurer or has furnished false or misleading information concerning an inquiry;

(m) Whether management of an insurer either has filed any false or misleading sworn financial statement, or has released any false or misleading financial statement to lending institutions or to the general public, or has made a false or misleading entry, or has omitted an entry of material amount in the books of the insurer;

(n) Whether an insurer has grown so rapidly and to such an extent that it lacks adequate financial and administrative capacity to meet its obligations in a timely manner;

(o) Whether an insurer has experienced or will experience in the foreseeable future cash flow and/or liquidity problems;

(p) Whether an insurer has violated any applicable statutes or rules, or has been subjected to any final agency action relating to violation of such statutes or rules;

(q) Whether an insurer has incurred substantial new debt, has had to rely on frequent or substantial capital infusions, has a highly leveraged balance sheet, or relies increasingly on outside consulting sources (e.g. TPA’s, MGA’s, or management companies);

(r) Whether the Office has received a noticeable increase of consumer complaints for non-payment of claims or unusual delays in claim payments;

(s) Whether the Office believes future problems with insurer solvency will occur because of known or developing current events or situations (e.g. declining occupancy rates, inadequate reserves or change in reserve practices, or increase in debt service, or adverse changes in financial markets);

(t) Whether an insurer has voluntarily allowed the suspension or revocation of its certificate of authority in any state;

(u) Whether transactions with an insurer’s affiliates, parent company, holding company, subsidiaries, officers, directors, shareholders, owners, management company, employees, agents, creditors, or any other person or entity have affected the insurer’s solvency or liquidity in a manner which places the insurer’s insureds at risk of loss of contracted benefits or security; or

(v) Whether a deadlock or dispute that threatens the solvency or viability of an insurer exists between the officers, directors, managing owners, managers, or other persons who control the operations of an insurer.

(3) Administrative supervision shall include affiliates, subsidiaries, parent companies, or holding companies of an insurer if:

(a) There have been any transactions resulting in the transfer of funds from the insurer to any of those entities; or

(b) The insurer has the authority to transfer funds to any of those entities without prior approval from the Office; and,
(c) The transfers are found to affect the solvency or viability of the insurer.

(4) Actions under administrative supervision shall include the use of all powers of enforcement as provided by section 624.310, F.S., including actions against any affiliated party. These enforcement powers shall apply but not be limited in application to all entities which are subject to administrative supervision based on the criteria set forth in subsection (3) of this rule, whether or not the entity has consented to administrative supervision and whether or not a plan of correction has been approved.

Rulemaking Authority 624.308(1) FS. Law Implemented 624.307(1), 624.310, 624.4095, 624.418, 624.80, 624.81, 625.012, 625.305 FS. History–New 1-30-91, Formerly 4-93.002, Amended 5-5-92, Formerly 4-141.002.

69O-141.003 Plan of Correction.

(1) The plan referred to in section 624.81(4), F.S., shall where applicable include the actions specified in subsection (2), below.

(2) The Office shall if applicable, and upon consent of the supervised insurer:

(a) Disregard any credit or amount receivable resulting from transactions with a reinsurer which is insolvent, impaired or otherwise subject to a delinquency proceeding;

(b) Make appropriate adjustments to asset values attributable to investments in or transactions with parents, subsidiaries, or affiliates;

(c) Refuse to recognize the stated value of accounts receivable if the ability to collect receivables is highly speculative in view of the age of the account or the financial condition of the debtor;

(d) Increase the insurer’s liability in an amount equal to any contingent liability, pledge, or guarantee not otherwise included if there is a substantial risk that the insurer will be called upon to meet the obligation undertaken within the next twelve-month period;

(e) Reduce the total amount of an insurer’s present and potential liability for policy benefits by reinsurance;

(f) Reduce, suspend or limit an insurer’s volume of business being accepted or renewed;

(g) Reduce an insurer’s general insurance and commission expenses by specified methods;

(h) Increase an insurer’s capital and surplus;

(i) Suspend or limit the declaration and payment of dividends by an insurer to its stockholders or to its policyholders;

(j) Require an insurer to file reports clearly and accurately reflecting the market value of the insurer’s assets;

(k) Require an insurer to limit or withdraw from certain investments or to discontinue certain investment practices;

(l) Require an insurer to document the adequacy of premium rates in relation to the risks insured;

(m) Require an insurer to file, in addition to regular annual statements, interim financial reports;

(n) Impose restricted activities pursuant to section 624.83, F.S.; or

(o) Appoint a deputy supervisor to oversee and monitor the operations of the insurer.

(3) The requirements of a corrective plan will vary depending upon the specific circumstances surrounding the troubled situation. Some of the elements necessary for a corrective plan include but are not limited to the following:

(a) An executive summary identifying the objectives to be attained in the plan, with key implementation dates and a projected date for full statutory compliance;

(b) Background and description of the company, describing the insurer’s history, ownership structure, relationships with affiliates, management structure, key employees, and overall operating structure of the organization;

(c) The financial condition of the insurer, summarizing major categories of revenues and expenses, assets and liabilities, and debt and capital structure for the past two years based on actual results, and for the next three years based on forecasted results;

(d) The causes of the unsound or hazardous conditions giving rise to supervision proceedings;

(e) Corrective action required, identifying operational changes, contractual changes, management changes, and changes in internal control systems;

(f) Specific business plans by function, including current marketing plans, company operations such as claims processing, projected monthly financial forecasts for at least a two-year period and quarterly financial forecasts thereafter; and,
(g) Monitoring and reporting systems providing a periodic review of progress and comparisons of actual results with the corrective plan objectives.

(4) Any reports submitted to the Office pursuant to any approved corrective plan shall be electronically filed at http://www.floir.com/iportal unless otherwise indicated through a consent order. All other reports required by statute or rule shall be submitted in the manner required by such statute or rule, regardless of whether the insurer is in administrative supervision.

(5) Any notice, request, or other communication received by an insurer while in administrative supervision from any person acting for the Office, but not responsible for the administrative supervision, shall be reported to the person in the office responsible for the administrative supervision by the insurer within five (5) days of receipt.

Rulemaking Authority 624.308 FS. Law Implemented 624.307(1), 624.424, 624.610, 624.80, 624.81, 625.012, 625.172, 625.302, 625.330, 625.332, 625.338 FS. History–New 1-30-91, Formerly 4-93.003, Amended 5-5-92, Formerly 4-141.003, Amended 7-30-17.

69O-141.004 Period of Supervision.

The 120-day limit imposed on extensions of the period of administrative supervision in section 624.81(7), F.S., shall refer to any one extension, not the sum of the extensions.

Rulemaking Authority 624.308 FS. Law Implemented 624.81(7), 624.307(1) FS. History–New 5-5-92, Formerly 4-141.004.

69O-141.005 Appointment of Deputy Supervisors.

(1) A contract for services of a deputy supervisor pursuant to section 624.87, F.S., may be executed by the deputy supervisor directly with the insurer at rates of compensation negotiated by the Office. In such situations, the deputy supervisor will be compensated directly by the insurer.

(2) All deputy supervisors will be under the direction and control of the Office regardless of compensation method, and will be operating as agents of state.

(3) Industry working groups formed by the Office and outside consultants may be appointed as deputy supervisors to assist with identifying alternative solutions to the troubled situations.

Rulemaking Authority 624.308 FS. Law Implemented 624.87, 624.307(1) FS. History–New 5-5-92, Formerly 4-141.005.

69O-141.006 Costs of Administrative Supervision.

In addition to the cost of travel and related expenses which is to be paid to the Office by the insurer subject to administrative supervision, such insurer shall pay to the Office an amount equal to the fee for examination of insurers as specified in subsection 69O-138.002(3), F.A.C., plus fifty percent (50%) for attendant administrative expenses.

Rulemaking Authority 624.308 FS. Law Implemented 624.87, 624.307(1) FS. History–New 6-10-92, Formerly 4-141.006.

69O-141.020 Procedures for Withdrawal, Surrender of Certificate of Authority, or Discontinuance of Writing Insurance in this State Pursuant to Section 624.430, F.S.

(1) Scope and Purpose. This rule provides implementation procedures and Office policy regarding section 624.430, F.S.

(2) Definitions.

(a) “Office” refers to the Office of Insurance Regulation.

(b) “Reduce presence in Florida,” “Reduce,” and “Reduction,” as used in this rule, are inclusive terms meant to collectively refer to any and all of the following actions as may be desired or taken by an insurer: to surrender its Florida certificate of authority; to withdraw from Florida; or to discontinue the writing of any one or multiple lines or kinds of insurance in Florida.

(c) “Kinds” of insurance, as used in section 624.430, F.S., and this rule, includes the kinds set out in section 624.6011, F.S., which kinds of insurance are as follows: Life; Health; Property; Casualty; Surety; Marine; and Title.

(d) “Lines of insurance,” as used in section 624.430, F.S., and this rule, is as defined in section 624.6012, F.S. Pursuant to the express rulemaking authority given the Office in section 624.6012, F.S., for the purpose of implementation of section 624.430, F.S., the Office determines each of the following to be a line of insurance (in addition to lines of insurance as may be elsewhere established by rule of the Office): Homeowners property insurance; mobile homeowners property insurance; condo unit owners contents insurance; renter’s/dwellers contents insurance; and residential condominium association property coverages.

(3) Actions Having the Substantial Effect of a Withdrawal or Discontinuance of Writing Insurance in this State. Reductions subject to section 624.430, F.S., include any action or actions the reasonably foreseeable substantial effect of which is, or will be when the action is completed, to have discontinued the writing of a kind or line of insurance or to have withdrawn from Florida. “Substantial effect” means that, for example, the continuance of a token amount of writing in Florida will not prevent a conclusion that a reduction subject to section 624.430, F.S., has or will occur. Furthermore, it is not determinative of the existence of a reduction requiring notice under section 624.430, F.S., that the action is taken in a single step, or by a series of steps over time, if the reasonably foreseeable effect of the action or actions is or will to be to have substantially effected a reduction. The application of section 624.430, F.S., does not depend upon the insurer’s subjective statement of desire or intent as to the effect of its actions.

(4) The Office interprets the requirement of notice as authorizing the Office to prohibit the withdrawal, surrender, or discontinuance of writing, when such withdrawal, surrender, or discontinuance of writing is done in violation of any law or rule.

(5) Notice to Precede Action to Reduce Presence in Florida. An insurer shall take no action in furtherance of a reduction, prior to the expiration of 90 days after the receipt by the Office of the notice required by section 624.430, F.S. Prohibited actions include sending any notice of cancellation of termination, or notice of intent to cancel or terminate, to any policyholder, agent, managing general agent, reinsurer, or other person or entity.

(6) Procedure for Providing Notice of Reduction.

(a) Format of Notice. The notice required under section 624.430(1), F.S., shall be in the form of a letter, on the letterhead of the insurer, dated and signed by an officer of the insurer. The letter shall begin with the following language after the salutation: “This constitutes the notice required by section 624.430, F.S., of this insurer’s desire to _____,” where the blank space is filled in as applicable with “surrender its certificate of authority,” or “withdraw from the state,” or “discontinue writing one or more lines of insurance.”

(b) Copies. The notice shall consist of an original and two complete copies of the notice and all attachments.

(c) Designated Filing Office. The letter of notice with the two copies shall be addressed to and delivered by certified or registered mail to the following address: Insurance Commissioner, Office of Insurance Regulation, 200 East Gaines Street, Tallahassee, FL 32399-0326. There shall be no constructive receipt of the notice by the above-designated filing office, other than upon receipt by the Office’s mail room in the usual course of business, of a properly addressed notice by U.S. mail. The 90 days shall not begin to run until a properly addressed notice, in a form substantially complying with this rule, is received by the Office, by U.S. mail.

(d) Incomplete Notices; Notices Not in Proper Format. Notices that are incomplete or not in proper format shall be summarily returned and are not effective as notice under section 624.430, F.S.

(e) Contents of Notice.

1. If the notice is of discontinuance of writing one or more lines in this state, it shall specify the lines to be discontinued.

2. The notice shall specify the desired timetable of events related to the desired reduction.

3. The notice shall specify in detail the reason for the proposed action.

4. Insurers shall also provide the Office with the following information in the notice:

a. A listing of all lines of insurance the insurer then has in force in Florida which will be affected by the reduction, and for each line, a statement of the approximate number of policies and dollars of premium then in force in Florida and which will be affected by the desired reduction.

b. A description of what notice and treatment will be given by the insurer to its affected Florida policyholders concerning the reduction; and what steps will be taken by the insurer regarding processing of any outstanding covered claims of such policyholders while and after the insurer accomplishes its reduction.

c. A description of projected impact of the reduction upon the insurer’s Florida agent and agency force, if any. In addition to any other information related to the impact on agents, the insurer shall state the number of affected agents and give a brief description of what they are being told.

d. A description of any reduction or discontinuation of writings in any other state or states.

(7) Office Action Upon Receipt of Notice.

(a) Subsequent to receiving the initial filing, the Office will request the insurer to provide further information, or will conduct such other investigation as is necessary to determine whether the initial information provided is accurate and whether the proposed action will have the effects projected by the insurer.

(b) The Office shall inform the insurer if the proposed reduction would be in violation of, or cause a violation of, any provision of the Insurance Code or rule of the Office. Within 5 calendar days of the date of such notice, the insurer shall file with the Office a response indicating whether it will proceed to implement the reduction.

(8) Notwithstanding rule 69O-167.001, F.A.C., when an insurer withdraws from a line of business resulting in the cancellation of residential property insurance policies, the insurer must return to the insured, within fifteen (15) working days of the postmark date of the cancellation notice, the gross unearned premium corresponding to coverage beyond the effective date of the cancellation.

Rulemaking Authority 624.308(1), 624.6012 FS. Law Implemented 624.307(1), 624.430, 624.6011, 624.6012 FS. History–New 1-8-96, Amended 5-26-96, Formerly 4-141.020, Amended 9-14-06.

69O-141.021 Procedures Implementing the Moratorium Phaseout in Section 627.7013, Florida Statutes
Rulemaking Authority 624.308(1), 627.7013(2)(b) FS. Law Implemented 624.307(1), (2), (3), (4), 624.315, 624.408, 624.424(6), 626.9541(1)(x), 627.062(2)(d), 627.4133, 627.7013 FS. History–New 6-7-95, Formerly 4-141.021, Repealed 11-2-06.
