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69O-188.001 Purpose.

The purpose of this chapter is to establish a procedure by which notice is acknowledged by applicants for commercial self-insurance funds of the assessability of membership in the self-insurance fund and that it may be necessary to contribute additional monies to meet unfilled obligations of the Fund.

Rulemaking Authority 624.308(1) FS. Law Implemented 624.307(1), 624.462, 624.472 FS. History–New 3-28-89, Formerly 4-78.001, 4-188.001.

69O-188.002 Scope.

This chapter shall apply to all self-insurance funds authorized to do business in Florida pursuant to Section 624.462, F.S.

Rulemaking Authority 624.308(1) FS. Law Implemented 624.307(1), 624.462, 624.472 FS. History–New 3-28-89, Formerly 4-78.002, 4-188.002.

69O-188.010 Rating Plan: Discounts, Credits, Surcharges.

(1) This rule applies to all commercial property and casualty insurance which is written by a commercial self-insurance fund, as defined in Section 624.460-.488, F.S., in accordance with a rating plan. It is intended to establish guidelines and procedures for determining whether discounts, credits or surcharges applied under a rating plan are producing rates that are not excessive, inadequate or unfairly discriminatory. This part does not apply to workers’ compensation or employer’s liability insurance.

(2) As used in this rule:

(a) “Rating plan” means the rate manual and any schedule rating plan, experience rating plan, individual risk premium modification plan, rule, procedure, plan, underwriting rule, schedule or other such device for modifying manual rates.

(b) “Subjective discount, credit or surcharge plan” means any part of the rating plan that (i) applies to a specific policy at the discretion of the fund or the insured, or (ii) uses subjective non-quantifiable standards for determining the rate modification, or (iii) does not specify the exact amount of the modification. Also called rate modification plans, these plans usually provide various risk characteristics or conditions and a range of modification factors which may be applied to the manual rate of a particular insurance risk in recognition of such characteristics or conditions. The effect of the modification factor is to increase (debit) or decrease (credit) the rate to be charged. These plans include, but are not limited to, plans commonly called Schedule Rating Plans and Individual Risk Premium Modification Plans.

(c) “Manual rate” means the rate developed from the rating plan prior to the application of any subjective discount, credit or surcharge plan. Generally, the manual rate is designed to apply on a generic basis to similar risks and is published in a rate manual by a fund or rating organization. Package rates produced by application of package modification factors to monoline rates are considered to be manual rates.

(d) “Experience rating plan” means any part of a rating plan used to modify an otherwise applicable rate based on the past loss experience of the individual insured.

(e) “Fund” means a commercial self-insurance fund authorized to write one or more property or casualty lines of business in the State of Florida under Sections 624.460-.488, F.S.

(3) All experience rating plans shall clearly define the eligibility standards for the plan as approved by the Office. These plans shall be mandatory for all eligible insureds.

(4) Unless otherwise specified in the rating plan, concurrent applications of discounts, credits and surcharges shall be multiplicative in determining the final rate.

(5)(a) Application of subjective discount, credit or surcharge plans to a specific policy shall be based on “informed” judgment which is supported in the file by appropriate documents, e.g. a loss control report, financial analysis, inspection reports, photographs, and the insured’s formal safety plans.

(b) For an individual insured, the total effect of application of subjective discount, credit or surcharge plans may not result in a debit or credit of more than 25% on any policy with an effective date on or after October 1, 1991.

(6)(a) Each fund shall report information on Form OIR-CSF, “Application of Subjective Discounts, Credits, Surcharges and Experience Rating Reporting Form/Commercial Self-Insurance Fund,” rev. 5/91, which, with its Instructions, is hereby adopted and incorporated by reference, to enable the Office to monitor the relationship of aggregate premium actually charged policyholders by each fund to the premium that would have been charged by application of the fund’s filed manual rates. The form may be obtained from the Bureau of Property and Casualty Rate and Reserve Analysis, Division of Insurer Services, Office of Insurance Regulation, Larson Building, Tallahassee, FL 32399-0300. The report is due on or before April 1st of each year, beginning with the report which is due April 1, 1992. Failure to file reports on time will result in administrative sanctions pursuant to Section 624.418(2)(a), F.S., which provides that the Office may take action against any fund which violates any rule of the Office. A form which is not complete will be considered a failure to report on time.

(b) The Department may require the information reported on Form OIR-CSF to be submitted in a specified computer-readable form in place of the format provided on the present OIR-CSF reporting form.

(c) Any fund with an insignificant number of policies and/or premium volume written under a rating plan in this state may be exempted from reporting on Form OIR-CSF by completing and submitting Form OIR-CSE, “Florida – Discounts, Credits, Surcharges/Exemption – Rule 69O-188.010, F.A.C.,” rev. 5/91, which is hereby adopted and incorporated by reference. The exemption shall be requested annually and shall not be effective until the fund has received approval from the Office. The form may be obtained from and shall be submitted to the Bureau of Property and Casualty Rate and Reserve Analysis, Division of Insurer Services, Office of Insurance Regulation, Larson Building, Tallahassee, Florida 32399-0300. A fund with $250,000.00 or less in annual written premiums for a specific line of business reported under this rule written on Florida risks will be approved without the need for further justification. However, for amounts greater than $250,000.00 or for numbers of policies of 50 or more, the fund shall attach further information to justify a determination of “insignificant.”

(d) Any fund with no business written under a rating plan in this state need not submit Form OIR-CSF to the Department for any future reporting period but must advise the Office of this fact in writing.

(7)(a) If the combined effect of modifications for any line as shown in Column B on Form OIR-CSF shows a departure from the manual rate in excess of plus or minus 5% for the current reporting period, the fund shall limit the application of subjective discounts, credits or surcharges for that line to plus or minus 15% on an individual policy basis beginning not more than 120 days after the notification is sent to the fund by the Office. For the next full reporting period, if the total departure from the manual rates continues to exceed plus or minus 5%, the fund shall limit the application of subjective credits or surcharges for that line to plus or minus 5% on an individual policy basis, beginning not more than 120 days after the notification is sent by the Office, until the departure from manual rates does not exceed plus or minus 5% for one full reporting period.

(b) Use of the full range of subjective discount, credit or surcharge plans for the line may resume as specified in paragraph (5)(b), above, only when the fund has experienced for one full reporting period results which are within the prescribed total limits guidelines, for the line as shown in Column B on Form OIR-CSF, as adopted in this rule.

(8) The effect on manual premiums of experience rating and subjective rating shall be excluded when calculating indicated manual rates and manual rate changes unless it can be shown that their inclusion does not result in excessive, inadequate or unfairly discriminatory rates.

(9)(a) For filings submitted after January 1, 1994, for any line shown on Form OIR-CSF, adequate supporting information which is acceptable to the Office shall be submitted with every rate filing required under Section 624.482, F.S., and every rate filing subject to subsection (8), above, substantiating that the relationship between subjective discount, credit or surcharge rate modifications and the expected loss and expense experience for the exposures is such that the subjective discount, credit or surcharge plans do not result in excessive, inadequate or unfairly discriminatory rates. The information provided must include an analysis of the experience resulting from the application of the subjective discount, credit or surcharge plan. Each fund must maintain the necessary experience, including the premiums, paid losses, reserved losses and allocated loss adjustment expenses paid or reserved for analysis. Funds which are affiliated with a licensed rating organization for filing purposes and use the rating organization’s schedule rating plan may rely upon that organization to file on their behalf the information required under paragraph (9)(a). The experience must be accumulated in at least three categories, including debit rated risks, credit rated risks, and risks rated at the manual level. Generally accepted actuarial procedures shall be used in the analysis of this experience.

(b) If a fund lacks sufficient data for full credibility it may use data from other states or industry data to the extent needed to give credible results when making the analysis in paragraph (a), above.

(c) Failure to prove that a subjective discount, credit or surcharge plan does not result in excessive, inadequate or unfairly discriminatory rates will result in disapproval of such plan.

(10) If a fund fails to comply with the provisions of this rule, the department is authorized by Florida Statutes:

(a) To suspend or revoke the certificate of authority of the fund, under the provisions of Sections 624.418(2)(a), (b), (c), (d), (e), and (g), F.S.; or,

(b) In lieu of such discretionary suspension or revocation, to impose a fine and require restitution, pursuant to the provisions of Section 624.4211, F.S. Fines for willful violations may be as much as $100,000.

Rulemaking Authority 624.308(1) FS. Law Implemented 624.307(1), 624.418, 624.4211, 624.470, 624.482 FS. History–New 8-15-91, Formerly 4-78.010, 4-188.010.

69O-188.020 Purpose.

The purpose of the rules in this part is to specify the manner in which each commercial self-insurance fund as defined in Sections 624.460-.488, F.S., shall for assessment and financial reporting purposes, report its experience to the Office, and the manner in which the trustees shall levy an assessment upon the members for the amount needed to make up any deficiency.

Rulemaking Authority 624.308 FS. Law Implemented 624.307(1), 624.470, 624.474, 624.488 FS. History–New 12-17-90, Formerly 4-78.020, 4-188.020.

69O-188.021 Definitions.

As used herein and for purposes of Forms OIR-EX and OIR-IA, the following definitions shall apply. For purposes of reporting on a calendar-accident year basis, references to “policy year” in the rules in this part shall mean “calendar-accident year” as the context may require.

(1) “Office” means the Office of Insurance Regulation.

(2) “Policy Year” means an aggregate record of all transactions for policies becoming effective during a given twelve (12) month period ending on December 31.

(3) “Calendar-Accident Year” means premiums earned during a twelve (12) month period ending December 31 and losses incurred from accidents which occur during the same period.

(4) “Calendar-Year” means the twelve (12) month period ending December 31 for which all policies of a particular policy year were effective. This definition is not applicable to funds reporting on a calendar-accident year basis.

(5) “Earned Premium” means:

(a) For a policy year, all earned premiums collected or due for each policy year including endorsement premiums, post-year audit adjustments, and retro rating plan adjustments less reinsurance expenses associated with such policies and less contributions to aggregate excess funds.

(b) For a calendar-accident year, all earned premiums collected or due for each calendar-accident year less reinsurance expenses associated with such premiums and less contributions to aggregate excess funds. Endorsement premiums, post-year audit adjustments, and retro rating plan adjustments shall be included in the calendar-accident year in which such adjustments are made.

(6) “Collected Premium” means:

(a) For a policy year, all premiums collected for each policy year including endorsement premiums, post-year audit adjustments, and retro rating plan adjustments less reinsurance expenses associated with such policies and less contributions to aggregate excess funds.

(b) For a calendar-accident year, all premiums collected or due for each calendar-accident year less reinsurance expenses associated with such premiums and less contributions to aggregate excess funds. Endorsement premiums, post-year audit adjustments, and retro rating plan adjustments shall be included in the calendar-accident year in which such adjustments are made.

(7) “Investment Income” means net investment gain or loss reported on the fund’s most recent annual statement filed with the Office prorated proportionately among all policy years excluding closed policy years as follows:
	a x b/c
	=
	Investment Income for a specific policy year.

	a
	=
	Net Investment gain or loss as reported on the fund’s most recent annual statement (page 4, column (1), line 9A. of the fund’s 1989 annual statement and equivalent item reported on prior and subsequent annual statements if page, column, or line number is different).

	b
	=
	Current fund balance from line 3., Form OIR-IA, Schedule “A,” if positive, of the specific policy year to which investment income is to be allocated. If line 3., Form OIR-IA, Schedule “A,” is negative for a specific policy year, b equals zero.

	c
	=
	Total of current positive fund balances of all policy years from line 3., Form OIR-IA, Schedule “A.”


(8) “Allocated Funds” means the annual allocations of positive net fund balances, line 6., Form OIR-EX, among policy years. Funds allocated from a policy year cannot exceed the lesser of 25% of earned premium for that policy year or the net fund balance on Form OIR-EX, line 6., for that policy year. All allocations must be formally approved by the trustees of the fund.

(9) “Other Income and Contributions” means:

(a) Any miscellaneous income resulting from the operations of the fund during each calendar year; and,
(b) Any cash or equivalent voluntary contributions received from trustees, members, or others designated for a specific policy year.

(10) “Losses and Allocated Loss Adjustment Expenses Paid” means amounts paid for losses and allocated expenses necessary for the adjustment of such losses for each policy year less any amounts received or due from reinsurance, salvage, subrogation, and if applicable, from the second injury fund associated with such paid losses and loss adjustment expenses.

(11) “Losses and Allocated Loss Adjustment Expense Reserves” means the value of reserves prior to any discounting, calculated in accordance with sound actuarial principles, for losses and allocated expenses necessary for the adjustment of such losses for reported and unreported occurrences not yet paid for each policy year less any applicable reinsurance, salvage, subrogation, and second injury fund recoverable for such losses and loss adjustment expenses.

(12) “Unallocated Loss Adjustment Expenses Paid” means the amounts paid for such expenses that cannot be allocated to a particular claim and are necessary for the adjustment of losses for each policy year less any amounts received or due from any applicable reinsurance, salvage, subrogation and the second injury fund related to or associated with such paid unallocated loss adjustment expenses.

(13) “Unallocated Loss Adjustment Expense Reserves” means the value of reserves prior to any discounting, calculated in accordance with sound actuarial principles, for expenses that cannot be allocated to a particular claim and are necessary for the adjustment of losses for reported and unreported occurrences not yet paid for each policy year less any applicable reinsurance, salvage, subrogation and second injury fund recoverable for such unallocated adjustment reserves.

(14) “Excess of Statutory Reserves Over Statement Reserves” means the reserves calculated in accordance with the instructions shown on Schedule P of the annual statement. The total of such reserves for all years is shown on the balance sheet on page 3 of the annual statement.

(15) “Present Value of Unallocated Loss Adjustment Expense Reserves,” “Present Value of Loss and Allocated Loss Adjustment Expense Reserves,” or “Present Value of Excess of Statutory Reserves over Statement Reserves” means reserves discounted to present value using the most recent United States Internal Revenue Service present value factors. All present value calculations shall be done by annual statement line of business.

(16) “Other Underwriting Expenses” means the amount incurred during each calendar year for all expenses not reported elsewhere. Initial organizational costs incurred by the fund may be amortized by the straight line method over sixty (60) months.

(17) “Dividends” means dividends paid for a policy year.

(18) “Trustees” means the Board of Trustees of the fund.

(19) “Aggregate Excess Funds” means the aggregate amounts accumulated by the fund in lieu of or in addition to purchasing aggregate excess insurance coverage, and shall be expended only with Department approval.

(20) “Closed Policy Year” means a policy year in which all expenses for such policy year have been paid, there are no reserves for losses or loss adjustment expenses, there are no open or anticipated claims and there are no unpaid declared dividends.

Rulemaking Authority 624.308 FS. Law Implemented 624.307(1), 624.470, 624.474, 624.488 FS. History–New 12-17-90, Formerly 4-78.021, 4-188.021.

69O-188.022 Filing of the Commercial Self-Insurance Fund Experience Reporting Form.

(1) On or before March 31 of each year or a later date if approved by the Office Department for good cause, each commercial self insurance fund shall complete for the preceding policy years, excluding closed policy years, evaluated as of the preceding December 31, and submit to the Office Department Form OIR-EX, “Commercial Self-Insurance Fund Experience Reporting Form,” rev. 8/90, and Form OIR-IA, “Commercial Self-Insurance Fund Policy Year Investment Income Allocation Schedule (Schedule “A”),” rev. 8/90, in accordance with this rule. Forms OIR-EX and OIR-IA, and the accompanying instructions are hereby adopted and incorporated by reference. Forms are available at http://www.floir.com/iportal.

(2) Each fund shall, upon filing its initial Form OIR-EX and Form OIR-IA, elect to report on either a policy year or calendar-accident year basis. Thereafter, the reporting shall be on a consistent basis from year to year. Any changes in accounting or actuarial technique used in developing data shall be approved by the Office. All filings shall be submitted electronically to http://www.floir.com/iportal.
Rulemaking Authority 624.308 FS. Law Implemented 624.307(1), 624.424, 624.470, 624.474, 624.488 FS. History–New 12-17-90, Formerly 4-78.022, 4-188.022, Amended 7-30-17.

69O-188.023 Filing of the Annual Statement by Commercial Self-Insurance Funds.

(1) Each commercial self-insurance fund shall submit electronically to http://www.floir.com/iportal. For the purpose of complying with rule Chapter 69O-137, F.A.C., a commercial self-insurance fund shall be considered an authorized insurer, except that the fund’s annual statement shall be due on or before April 1 of each year.

(2) As an aggregate write-in on the balance sheet of the Annual Statement for assets and policyholders’ surplus, an entry for future investment income on losses and allocated loss adjustment expense reserves and unallocated loss adjustment expense reserves shall be reflected. Future investment income shall be calculated as follows:
	A + B + C - D

	A
	=
	Losses and Allocated Loss Adjustment Expense Reserves

	B
	=
	Unallocated Loss Adjustment Expense Reserves

	C
	=
	Excess of Statutory Reserves over Statement Reserves

	D
	=
	Present Value of A + B + C


(3) If a commercial self-insurance fund elects to report on a policy year basis under Rule 69O-188.022, F.A.C., then the commercial self-insurance fund shall file a supplemental schedule on a policy year basis of Schedule P of the NAIC Annual Statement Form for Fire and Casualty Insurers.

Rulemaking Authority 624.308 FS. Law Implemented 624.307(1), 624.424, 624.470, 624.474, 624.488 FS. History–New 12-17-90, Formerly 4-78.023, 4-188.023, Amended 7-30-17.

69O-188.024 Deficiency/Assessment Procedure.

(1) After four (4) completed policy years, the commercial self-insurance fund trustees shall, within sixty (60) days of filing Forms OIR-EX and OIR-IA with the Office, make up any deficiencies identified in each policy year on Form OIR-EX, line 13., or shall levy an assessment upon the members for the amount needed to make up said deficiencies.

(2) Prior to a fund reporting four (4) complete policy years, the Office shall order the trustees of a fund to make up a deficiency or assess its members who participated in a policy year in which a deficiency is reported unless the fund can present an actuarially sound plan to amortize the deficiency. The Office may require that such plan be certified by an actuary who is a member of the American Academy of Actuaries.

(3) If needed, the trustees shall levy an assessment by sending a notice of assessment by certified mail to the address of record of each member of the fund from whom an assessment is due. The trustees shall take all steps necessary and reasonable to collect the assessment as soon as is reasonably possible. The trustees shall not be required to pursue assessments against a member if to do so would not be cost-effective.

(4) The fund may petition the Office within thirty (30) days of filing Forms OIR-EX and OIR-IA, to delay levying an assessment if it believes to do so is prudent. The Office shall grant the petition if the fund demonstrates to the satisfaction of the Office that the deficiency indicated on Form OIR-EX is likely to be resolved without an assessment. While such petition is under consideration by the Office, the sixty (60) day requirement in subsection 69O-188.024(1), F.A.C., shall not be applicable. However, if such petition is denied by the Office, the fund shall levy the assessment within sixty (60) days of such denial. All forms shall be submitted electronically to http://www.floir.com/iportal.
Rulemaking Authority 624.308 FS. Law Implemented 624.307(1), 624.424, 624.470, 624.474, 624.488 FS. History–New 12-17-90, Formerly 4-78.024, 4-188.024, Amended 7-30-17.

69O-188.025 Assessment Calculation.

(1) Assessments shall be made only against members having a policy during a policy year reporting a deficiency on Form OIR-EX, line 13. The assessment for each policy year shall be prorated among all policyholders for that policy year as follows:

	X/Y x A = B

	X
	=
	Assessment needed for a specific policy year.

	Y
	=
	Total earned premium for the policy year being assessed.

	A
	=
	Each member’s earned premium for the policy year being assessed.

	B
	=
	Assessment due from the member.


(2) For funds reporting on a calendar-accident year basis earned premiums shall include endorsement premiums, post-year audit adjustments and retro rating plan adjustments. For any reassessment necessary, eliminate from the total premiums earned during the policy year (Y) earned premiums of members who fail to pay the assessment. In calculating the amount of assessment necessary, reasonable estimates of the amount of the assessment that will not be collectible may be utilized.

Rulemaking Authority 624.308 FS. Law Implemented 624.307(1), 624.470, 624.474, 624.488 FS. History–New 12-17-90, Formerly 4-78.025, 4-188.025.

69O-188.026 Notice Requirement.

If after reviewing any form filed pursuant to this part, the Office preliminarily determines that the numbers contained thereon are inaccurate or that justification for the numbers is necessary, it shall issue a notice to the fund requesting that a corrected form be filed or that additional information or justification be submitted to support the form. The notice shall specify those parts of the form which the Office believes to be inaccurate and the nature of the additional information or justification to be filed. The fund shall, within thirty (30) days from the date it receives the notice, file with the Office all information or data which it contends supports or justifies the form. If such information is not so filed, the Office may require the fund to immediately cease accepting any premiums for new (non-renewal) insurance coverage. While the corrected form or additional information or justification is under review by the Office, the sixty (60) day requirement in subsection 69O-188.024(1), F.A.C., shall not be applicable; however, should a determination be made that an assessment is in order, the fund shall levy the assessment within sixty (60) days of such notification by the Office.

Rulemaking Authority 624.308 FS. Law Implemented 624.307(1), 624.470, 624.474, 624.488 FS. History–New 12-17-90, Formerly 4-78.026, 4-188.026.

69O-188.027 Excess Funds.

(1) Once a policy year is closed, any excess funds must be:

(a) Distributed as dividends to members subject to the approval of the Office; or

(b) Transferred to any open fund year or years. Such transfer must be formally approved by the trustees.

(2) Such action must be effective as of the first December 31 following the closing of a policy year.

Rulemaking Authority 624.308 FS. Law Implemented 624.307(1), 624.470, 624.474, 624.488 FS. History–New 12-17-90, Formerly 4-78.027, 4-188.027.

69O-188.028 Additional Provisions.

(1) Nothing in this part shall preclude a fund’s trustees from levying an assessment to its members under the terms of their policies or shall be used as the basis for a member not to pay such an assessment.

(2) Failure of the trustees to make up deficiencies or assess the members in compliance with Rule 69O-188.024, F.A.C., will result in Office action under Section 624.476, F.S.

Rulemaking Authority 624.308 FS. Law Implemented 624.307(1), 624.470, 624.474, 624.488 FS. History–New 12-17-90, Formerly 4-78.028, 4-188.028.
