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Commissioner Charles Bronson
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LL-03, The Capitol
Tallahassee, Florida
ITEM SUBJECT RECOMMENDATION

1.

Minutes of the Financial Services Commission for November 17, 2009.
(ATTACHMENT 1) FOR APPROVAL

Request for Approval for Adoption of Amendments to Proposed Rule 690-189.003;
Workers’ Compensation; Application and Audit Procedures.

The National Council on Compensation Insurance (NCCI) is a not-for-profit entity that is
owned by its member insurers. NCCI annually collects data covering more than four million
workers’ compensation claims and two miltion policies. NCCI provides data and analysis to
insurance companies, state workers' compensation insurance funds, regulatory authorities,
employers needing information on workers' compensation issues, and non-governmental
workers' compensation agencies.

Pursuant to Section 440.381, F.S., the Financial Services Commission is to promulgate
rules for applications for workers’ compensation coverage, and for audits of payroll and
classifications of workers. In 2008, NCCI filed with the Office, on behalf of its carriers, a
proposal for a rule addressing these matters. This proposed rule is based on NCCI's
propaosal.

The proposed rule allows electronic signatures in the application for workers' compensation
coverage and in the annual audit so long as the electronic signature process complies with
Florida's Uniform Electronic Transaction Act as provided Chapter 668, F.S. The current rule
incorporates NCCI publications by reference. The proposed rule explicitly provides the
procedures for the audits required by the current rule.




The proposed rule also raises the threshold for an onsite audit from $5,000 to $10,000. Any
audit for under $10,000 will be handled by a mail audit, to save costs both for the employer
and the carrier.

(ATTACHMENT 2) APPROVAL FOR FINAL ADOPTION
Request for Appraval for Publication of Proposed Rule 690-137.002; Model Audit Rule

During the 2009 Legislative Session, Section 624.424, F.S. was amended to require the
Office to adopt rules “in substantial conformity with the 1998 Model Rule Requiring Annual
Audited Financial Reports adopted by the NAIC, or subsequent amendments.”

This proposed item amends the Office’s current audit rule to make it substantially conform
with the National Association of Insurance Commissioners’ (NAIC) current model. Interstate
uniformity reduces the frictional cost of doing business in Florida. Substantial conformity to
the model audit rule is also required for NAIC accreditation.

(ATTACHMENT 3) APPROVAL FOR PUBLICATION

Request for Approval for Publication of Proposed Rule 620-157.302,.303,.304; Long-Term
Care New Business Rates

Paragraph 627.9407(7)(c), F.S., regarding long-term care insurance, requires that any
premium increase for exisfing consumers not result in a cost that exceeds the premium
charged on a newly issued policy.

The paragraph further provides that if the insurer is not issuing new coverage, the new
business rate shall be as published by the Office, at the rate representing the new business
rate of insurers representing 80% of the carriers currently offering policies with similar
coverage, as determined by the prior calendar year earned premium.

tn simple terms, every year the Office does a survey of companies issuing new long-term
care policies and determines the “new business rate”, categorized by geographical area,
and type of long-term care policy.

This item pertains to Facility Only Rates, Home Health Care Only Rates, and

Comprehensive Only Rates, respectively, and requests amendments to publish the new
business rates that will be effective for 2010.

(ATTACHMENT 4) APPROVAL FOR PUBLICATION




Minutes of the Financial Services Commission
November 17, 2009

Members | Presented by: Kevin McCarty

| Charlie Crist, Governor i| Cabinet Meeting Room, Lower Level, The
Alex Sink, Chief Financial Officer || Capitol

1 Bill McCollum, Attorney General || Tallahassee, Florida 32399

| Charles Bronson, Agriculture '
| Commissioner

Item 1: Request for Approval for Adoption Minutes of the Financial Services
Commission for August 11, 2009 and September 15, 2009

Upon motion by Attorney General Bill McCollum, and seconded by Chief Financial
Officer Alex Sink, the item was approved

Item 2: Request for Approval for Adoption of Amendments to Proposed Rule 690-
156 Part 1; Medicare Supplement Insurance

Upon motion by Chief Financial Officer Alex Sink, and seconded by Attorney General
Bill McCollum, the item was approved

Item 3: Request for Approval for Adoption of Amendments to Proposed Rule 690-
137.001; Annual and Quarterly Reporting Requirements

Upon motion by Attorney General Bill McCollum, and seconded by Chief Financial
Officer Alex Sink, the item was approved

{tem 4: Request for Approval for Adoption of Amendments to Proposed Rule 690-
138.001; NAIC Financial Condition Examiners Handbook Adopted

Upon motion by Chief Financial Officer Alex Sink, and seconded by Attorney General
Bill McCollum, the item was approved

Item S: Request for Approval for Publication of Proposed Rule 690-170.0155;
Form OIR-B1-1655 Notice of Premium Discounts for Hurricane Loss Mitigation

Upon motion by Attorney General Bill McCollum, and seconded by Chief Financial
Officer Alex Sink, the item was approved

Item 6: Request for Approval for Publication of Proposed Rule 690-170.0155;
Form OIR-B1-1802 Uniform Mitigation Verification Inspection

Upon motion by Chief Financial Officer Alex Sink, and seconded by Attorney General
Bill McCollum, the item was approved




Minutes of the Financial Services Commission
November 17, 2009

Item 7: Request by the Office and the Office of the Consumer Advocate for
Approval for Publication of Proposed Rule 690-236.001; Annual Report Card

Upon motion by Attorney General Bill McCollum, and seconded by Chief Financial
Officer Alex Sink, the item was approved

Item 8: Approval of the Office of Insurance Regulation to Contract with the
Proposed Vendor to Conduct the Workers’ Compensation Peer Review

Upon motion by Chief Financial Officer Alex Sink, and seconded by Attorney General
Bill McCollum, the item was approved



MEMORANDUM

DATE: January 12, 2010

TO: Kevin M. McCarty, Commissioner, Office of Insurance Regulation
THROUGH: Steven H. Parton, General Counsel

FROM: Dennis Threadgill

Bob Prentiss %?

SUBJECT: Cabinet Agenda for January 26,2010
Request for Final Approval to Adopt Amendments to

Rule 690-189.003; Workers Compensation; Application and Audit Procedures
Assmt. 44290

The Office of Insurance Regutation requests that these proposed rule amendments be
presented to the Cabinet aides on or before January 20, 2010 and to the Financial Services
Commission on January 26, 2010, with a request for Final Approval to Adopt the proposed
rules. A notice of the Commission Final Rule Hearing was published in the Florida
Administrative Weekly on November 25, 2009.

The notice of proposed rules was published June 26, 2009 in Volume 35, No. 25, of the Weekly.
The hearing was not requested, therefore, the hearing was not held. There was one Notice of
Change published in Vol. 36, No. 01.

The National Council on Compensation Insurance (NCCI) is a U.S. insurance rating and data
collection bureau specializing in workers' compensation. Operating with a not-for-profit
philosophy and owned by its member insurers, NCCI annually collects data covering more than
four million workers compensation claims and two million policies. NCCI provides data and
analysis to insurance companies, state workers' compensation insurance funds, regulatory
authorities, employers needing information on workers' compensation issues, and non-
governmental workers' compensation agencies.

Pursuant to Section 440.381, F.S., the Financial Services Commission is to promulgate rules for
applications for workers’ compensation coverage, and for audits of payroll and classifications of
workers. in 2008, NCCI filed with the Office, on behalf of its carriers, a proposal for a rule
addressing these matters. This proposed rule is based on NCCI's proposal. The proposed rule
allows electronic signatures in the application for workers compensation coverage and in the
annual audit so long as the electronic signature process complies with Florida's Uniform
Electronic Transaction Act as provided in Parts | and i of Chapter 668, Florida Statutes. The
current rule incorporates certain parts of the NCCI publications by reference, which provide the
procedures for the audits required by this rule. The proposed rule explicitly provides those audit
procedures that under the old rule were incorporated by reference. The proposed rule also
raises the audit threshold from $5,000 to $10,000 for a physical, rather than a mail audit, which
will lower costs for both the insurers and the employers.

Sections 624.308 and 440.381, F.S., provide rulemaking authority and laws implemented for
this rule.



The Legal Services Office has communicated with the Joint Administrative Procedures
Committee, and ascertained that their review of the rules has been completed.

Marc Ito is the attorney handling this ruie. Attached are: 1) the proposed rule(s); 2) any
incorporated materials, such as forms; 3) copies of the rulemaking statutory authority and law
implemented. VM(\:




Approved for signature:

teven H. Parton, eral Counsel

Approved for submission to Financial Services
Commission: / .

evin M. McCarty, Commissioner
ffice of Insurance Regulation

e




2009-11-16

690-189.003 Workers' Compensation: Application and Audit Procedures.

{1) No change

(2)(a) An application complying with this rule is required for all policies having covered
Florida exposure. For new business effective after the implementation of this rule, a carrier shall
use an application Which complies with this rule. When this new business policy is renewed, the
carrier is not required to obtain another application. These reduirements also apply to policies
written in other states where there is covered Florida exposure other than incidental Florida
exposure.

(b) The applicant's signature on the applicant form shall be notarized to the extent that such

notarization complies with Parts | and |l of Chapter 668, F.S. The carrier is authorized to require

the producer’s signature to be notarized to the extent that such notarization complies with Parts

| and Il of Chapter 668, F.S.

(c) ltis permissible for insurers to accept electronic signatures in satisfaction of the

application signature reguirements to the extent that such acceptance of electronic signatures

complies with Parts | and Il of Chapter 668, F.S.

(d) Itis permissible for insurers to accept electronic notarizations in satisfaction of the

application notarization requirements to the extent that such acceptance of electronic

notarizations complies with Parts | and |l of Chapter 668, F.S.

(3) No Change.

(4)(a)}+. In order to ensure that the appropriate premium is charged for workers’
compensation coverage, each employer and carrier shall comply with:

1.-a The requirements of Section 440.381, F.S_; and

2. b As applicable, the voluntary market minimum audit requirements and FWCJUA

minimum audit requirements as set forth in subsections (4)(b) and (4)(c) below. “Florida-State
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(b) Each voluntary market carrier and each employer covered by a voluntary market carrier

shall comply with the following minimum audit requirements at the expiration of each policy:

1. Final audits shall be conducted for both new and renewal policies as follows:

a. For policies with an estimated annual premium of $10,000 and over, a final physical audit

shall be completed annualily on all risks regardless of governing classification code;

b. For policies with an estimated annual premium of $9,999 to $1, a final mail or physical

audit shall be completed annually on all risks regardless of governing classification:

¢. For all new business policies having construction classifications, regardless of premium

range a final physical audit shall be completed annually;

d. For all renewal business policies having construction classifications, a final physical audit

shall be conducted annually if the estimated annual premium is $5,000 and over; and

e. Per capita policies shall have a final mail or physicat audit not less than biennially.

2. Physical audits will be made whenever requested by the employer unless such request is

unnecessarily repetitive.

3. Mail audit reports by the employer are permitted only where a physical audit is not

required.

4. Records examined during the physical audit shall include the use of the following as

applicable:

a. Unemployment Compensation Tax (UCT) forms;

b. Federal reports of employee income;
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c. Payroll records;

d. Cash disbursement journals;

e. Other acceptable accounting records;

f. Certificates of insurance covering subcontractors; and

a. Independent contractor documents.

h. Any other employer records necessary to _establish premium or assign classifications.

5. Each voluntary market carrier or the National Council on Compensation Insurance shall

conduct audits to ensure the accurate classification assignments for duties of emplovees.

(c) The FWCJUA or its service provider and each employer covered by the FWCJUA shall

comply with the following minimum audit requirements at the expiration of each policy:

1. Final physical audits shall be conducted as follows:

a. For all policies producing an estimated annual premium of $4.000 and over regardless of

governing classification code;

b. For all policies producing an estimated annual premium of $3,999 to $3,000, at least once

every three years:

c. For all policies with a governing classification code of 2702, 2710, 5022, 5403, 5437,

5445 5474 5551, 5606, 5645, 6217, 7219, 8829, 8835, 8861 and 9110, regardless of premium

range;

d. For all policies for employers engaged in leasing employees to others or in providing

temporary help to others, regardless of premium range;

e. For all new business policies having construction classification codes, regardless of

premium range:

f. For all policies with a loss ratio of 120% or greater the first year the employer qualifies and

thereafter, regardless of premium range, subject to the FWCJUA's or its service provider's

determination whether such audit is unnecessarily repetitive;
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9. Whenever requested by the employer, unless such request is unnecessarily repetitive;

and

h. Whenever otherwise warranted by the FWCJUA's or its service provider's evaluation of

the type of business, the amount of exposure, the accuracy of classifications, or the reliability of

previous mail or physical audits.

2. Mail audit reports by the employer are permitted only where a physical audit is not

required.

3. Records examined during the physical audit shal! include the use of the following as

applicable;

a. Unemployment Compensation Tax (UCT) forms:

b. Federai reports of employee income:

c. Payroll records:

d. Cash disbursement journals:

e. Other acceptable accounting records;

f. Certificates of insurance covering subcontractors: and

a. Independent contractor documents.

h. Any other records necessary to establish premium or assign classifications

4. The FWCJUA  its service provider or the National Council on Compensation Insurance

shall conduct audits to ensure the accurate classification assignment for duties of employees.

{d)-¢b} 1. In addition, each empioyer shall submit a copy of the quarterly earning report
required by Chapter 443, F.S., to the carrier at the end of each quarter.

2. Each carrier shall develop its own procedures for terminating coverage when the quarterly
earning report forms are not received. However, such forms shall be considered timely if

received within 45 days of the end of the quarter reported.
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2. Each carrier shall develop its own procedures for terminating coverage when the quarterly
earning report forms are not received. However, such forms shall be considered timely if
received within 45 days of the end of the quarter reported.

(e){e} The carrier shall retain new or renewal applications, monthly change sheets, and the
quarterly earning reports for a minimum of three years from the date the applications, sheets, or
reports were received.

(i} Telephone audits are not permitted in lieu of mail or physical audits.

(@)4hH Signatures.

1.a. A carrier, in order to comply with the signature requirements as provided in Section
440.381(3), F.S., shall use, as applicable:

(1) Form OIR-B1-15662 (rev. 7/03), “Partner’s, Sole Proprietor’s or Corporate Officer’s
Statement”;

(I} Form OIR-B1-1561 (rev. 7/03), “Statement of Individual Providing Audit Information
{other than Partner, Sole Proprietor or Corporate Officer)”; and

() Form OIR-B1-1560 (rev. 7/03), “Auditor's Statement”.

b. The forms in this subsection (4) are hereby adopted and incorporated by reference and

may be obtained from the Office’s web site at www. floir fidfs.com/pcfriforms list.aspx.

c. These forms shall be signed by the appropriate party and submitted to the carrier at the
completion of an audit.

2.a. A carrier wishing to use its own signature forms shall submit the forms electronically to
Property and Casualty Product Review at https://iportal fldfs.com, and receive approval prior to
use.

b. At a minimum the forms shall contain all text as it appears on:

5
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(1) Form OIR-B1-1561 (rev. 7/03), “Statement of Individual Providing Audit Information
(other than Partner, Sole Proprietor or Corporate Officer)”; and

(Il1) Form OIR-B1-1560 (rev. 7/03), “Auditor's Statement”.

3. ltis permissible for insurers to accept electronic signatures in Electrenic-signature(s)

shall-be-accepted-in satisfaction of the signature requirements of Section 440.381(3), F.S. to the

extent that such acceptance of electronic signatures complies with Parts | and |l of Chapter 668,

ES.

Rulemaking Speeific Authority 440.381, 624.308(1) FS. Law Implemented 440.105(4)(b)5.,

440.381, 624.307, 624.424(1)(c) FS. History-New 8-1-91, Formerly 4-28.007, Amended 10-3-

95, 10-10-96, 1-15-98, 11-21-00, 11-5-02, 9-22-03, Formerly 4-189.003, Amended 3-29-05.



690-189.003
Specific Authority/Law Implemented

440.381 Application for coverage; reporting payroll; payroll audit procedures; penalties.--

(1) Apptlications by an employer to a carrier for coverage required by s. 440.38 must be made
on a form prescribed by the Financial Services Commission. The Financial Services Commission
shall adopt rules for applications for coverage required by s. 440.38. The rules must provide
that an application include information on the employer, the type of business, past and
prospective payroll, estimated revenue, previous workers' compensation experience, employee
classification, employee names, and any other information necessary to enable a carrier to
accurately underwrite the applicant. The rules must include a provision that a carrier or self-
insurance fund may require that an employer update an application monthly to reflect any
change in the required apptication information.

{2) Submission of an application that contains false, misleading, or incomplete information
provided with the purpose of avoiding or reducing the amount of premiums for workers’
compensation coverage is a felony of the second degree, punishable as provided in s. 775.082,
5. 775.083, or s. 775.084. The application must contain a statement that the filing of an
application containing false, misleading, or incomplete information provided with the purpose
of avoiding or reducing the amount of premiums for workers' compensation coverage is a felony
of the third degree, punishable as provided in s. 775.082, s. 775.083, or s, 775.084. The
application must contain a sworn statement by the employer attesting to the accuracy of the
information submitted and acknowledging the provisions of former s. 440.37(4). The
application must contain a sworn statement by the agent attesting that the agent explained to
the employer or officer the classification codes that are used for premium calculations.

(3) The Financial Services Commission, in consultation with the department, shall establish by
rule minimum requirements for audits of payroll and classifications in order to ensure that the
appropriate premium is charged for workers' compensation coverage. The rules shall ensure
that audits performed by both carriers and employers are adequate to provide that all sources
of payments to employees, subcontractors, and independent contractors have been reviewed
and that the accuracy of classification of employees has been verified. The rules shall provide
that employers in all classes other than the construction class be audited not less frequently
than biennialty and may provide for more frequent audits of employers in specified
classifications based on factors such as amount of premium, type of business, loss ratios, or
other relevant factors. In no event shall employers in the construction class, generating more
than the amount of premium required to be experience rated, be audited less than annually.
The annual audits required for construction classes shall consist of physical onsite audits.
Payroll verification audit rules must include, but need not be limited to, the use of state and
federal reports of employee income, payroll and ather accounting records, certificates of
insurance maintained by subcontractors, and duties of employees. At the completion of an
audit, the employer or officer of the corporation and the auditor must print and sign their
names on the audit document and attach proof of identification to the audit document.

(4) Each employer must submit a copy of the quarterly earning report required by chapter 443
at the end of each quarter to the carrier and submit self-audits supported by the quarterly
earnings reports required by chapter 443 and the rules adopted by the Agency for Workforce
Innovation or by the state agency providing unemployment tax collection services under
contract with the Agency for Workforce Innovation through an interagency agreement pursuant
to s. 443.1316. The reports must include a sworn statement by an officer or principal of the
employer attesting to the accuracy of the information contained in the report.

(5) Employérs shall make available all records necessary for the payroll verification audit and
permit the auditor to make a physical inspection of the employer's operation. If the employer
fails upon request of the auditor to provide access to the documents specified in this section
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Specific Authority/Law Implemented

and the carrier cannot complete the audit as a result, the employer shall pay $500 to the
carrier to defray the costs of the audits.

(6)(a} i an employer understates or conceals payrotl, or misrepresents or conceals employee
duties so as to avoid proper classification for premium calculations, or misrepresents or
conceals information pertinent to the computation and application of an experience rating
modification factor, the employer, or the employer's agent or attorney, shall pay to the
insurance carrier a penalty of 10 times the amount of the difference in premium paid and the
amount the employer should have paid and reasonable attorney's fees. The penalty may be
enforced in the circuit courts of this state.

(b) If the department determines that an employer has materially understated or concealed
payroll, has materially misrepresented or concealed employee duties so as to avoid proper
classification for premium calculations, or has materially misrepresented or concealed
information pertinent to the computation and application of an experience rating modification
factor, the department shall immediately notify the employer's carrier of such determination.
The carrier shall commence a physical onsite audit of the employer within 30 days after
receiving notification from the department. If the carrier fails to commence the audit as
required by this section, the department shall contract with auditing professionals to conduct
the audit at the carrier's expense. A copy of the carrier's audit of the employer shall be
provided to the department upon completion. The carrier is not required to conduct the
physical onsite audit of the employer as set forth in this paragraph if the carrier gives written
notice of cancellation to the employer within 30 days after receiving notification from the
department of the material misrepresentation, understatement, or conceatment and an audit
is conducted in conjunction with the cancellation.

(7) If an employee suffering a compensable injury was not reported as earning wages on the
last quarterly earnings report filed with the Agency for Workforce Innovation or the state
agency providing unemployment tax collection services under contract with the Agency for
Workforce Innovation through an interagency agreement pursuant to s. 443.1316 before the
accident, the employer shall indemnify the carrier for all workers' compensation benefits paid
to or on behalf of the employee unless the employer establishes that the employee was hired
after the filing of the quarterly report, in which case the employer and employee shall attest
to the fact that the employee was employed by the employer at the time of the injury. Failure
of the employer to indemnify the insurer within 21 days after demand by the insurer is grounds
for the insurer to immediately cancel coverage. Any action for indemnification brought by the
carrier is cognizable in the circuit court having jurisdiction where the employer or carrier
resides or transacts business. The insurer is entitled to a reasonable attorney’s fee if it recovers
any portion of the benefits paid in the action.

(8) If an employer fails to provide reasonable access to payroll records for a payroll
verification audit, the employer shall pay a premium to the carrier or self-insurer not to
exceed three times the most recent estimated annual premium,

624.308 Rules.--

(1) The department and the commission may each adopt rules pursuant to ss. 120.536(1) and
120.54 to implement provisions of law conferring duties upon the department or the
commission, respectively.

(2) In addition to any other penalty provided, willful violation of any such rule shall subject
the violator to such suspension or revocation of certificate of authority or license as may be
applicable under this code as for violation of the provision as to which such rule relates.
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440.105 Prohibited activities; reports; penalties; limitations.—
(4) Whoever violates any provision of this subsection commits insurance fraud,

punishable as provided in paragraph (f).

(b} K shall be unlawful for any person:

5. To knowingly make any false, fraudulent, or misteading oral or written statement, or to
knowingly omit or conceal material information, required by s. 440.185 or s. 440.381, for the
purpose of obtaining workers' compensation coverage or for the purpose of avoiding, delaying,

or diminishing the amount of payment of any workers’ compensation premiums.

624,307 General powers; duties.--

(1) The department and office shall enforce the provisions of this code and shall execute the
duties imposed upon them by this code, within the respective jurisdiction of each, as provided
by law.

(2) The department shall have the powers and authority expressly conferred upon it by, or

reasonably implied from, the provisions of this code. The office shall have the powers and

authority expressty conferred upon it by, or reasonably implied from, the provisions of this
code,

(3) The department or office may conduct such investigations of insurance matters, in addition
to investigations expressly authorized, as it may deem proper to determine whether any person
has violated any provision of this code within its respective regulatory jurisdiction or to secure
information useful in the lawful administration of any such provision. The cost of such
investigations shall be borne by the state,

{(4) The department and office may each collect, propose, publish, and disseminate
information relating to the subject matter of any duties fmposed upon it by law.

(5) The department and office shall each have such additional powers and duties as may be
provided by other laws of this state.

(6} The department and office may each employ actuaries who shall be at-will employees and
who shall serve at the pleasure of the Chief Financial Officer, in the case of department
employees, or at the pleasure of the director of the office, in the case of office employees.
Actuaries employed pursuant to this paragraph shall be members of the Society of Actuaries or
the Casualty Actuarial Society and shall be exempt from the Career Service System established
under chapter 110, The salanes of the actuaries employed pursuant to this paragraph shall be
set in accordance with 's, 216.251(2)(a)5. and shall be set at levels which are commensurate
with salary levels paid to actuaries by the insurance industry.

{(7) The office shall, within existing resources, develop and implement an outreach program for
the purpose of encouraging the entry of additional insurers into the Florida rmarket.

{8) Upon receiving service of legal process issued in any civil action or proceeding in this state
against any regulated person required to appoint the Chief Financial Officer as its attorney to
receive service of all legal process, the Chief Financial Officer, as attorney, may, in lieu of
sending the process by registered or certified mail, send the process by any other verifiable
means to the person last designated by the regulated person to receive the process.
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624.424 Annual statement and other information,—
(1) (c) The commission may by rule require reports or filings required under the insurance

code to be submitted by electronic means in a computer-readable form compatible with the
electronic data processing equipment specified by the commission,



MEMORANDUM

DATE: November 16, 2009
TO: Kevin M. McCarty, Commissioner, Office of Insurance Regulation
THROUGH: Steven H. Parton, General Counsel

FROM: Dennis Threadgill
: Bob Prentiss

SUBJECT: Cabinet Agenda for December 8, 2009
Request for Approval to Publish Amendments to
Rute 690-137.002
Assmt. # 44303

The Office of Insurance Regulation requests that these proposed rule amendments be
presented to the Cabinet aides on or before December 2, 2009 and to the Financial Services
Commission on December 8, 2009, with a request to approve for publication the proposed rules.

Prior to 2009, Section 624.424, Florida Statutes, required the Office to adopt rules “in
substantial conformity with the 1698 Model Rule Requiring Annual Audited Financial Reports
adopted by the NAIC.” Since 1998, however, the NAIC has made many subsequent
amendments to its model audit rule. Based upon this statutory language, the FSC was not able
to update its rules; the rules had to stay in compliance with the 1998 version. In 2009, Section
624 424, Florida Statutes was amended by the legislature to require the Office to adopt rules “in
substantial conformity with the 1998 Modei Rule Requiring Annual Audited Financial Reports
adopted by the NAIC, or subsequent amendments.” This proposed rule amends OIR's audit
rule to make it in substantial conformity with the NAIC's current model. Interstate uniformity
reduces costs for our regulated insurers. Substantial conformity to the NAIC model audit rule is
also required for NAIC accreditation.

Sections 624.308(1), 624.424(8)(e), 624.307(1), 624.324, 624.424(8), F.S., provide rulemaking
authority and laws implemented for this rule.

Marc Hto is the attorney handling this rule. Attached are: 1) the proposed rule(s), 2) any
tncorporated materials, such as forms; and 3) copies of the rulemaking statutory authority and
law implemented.



Approved for signature:

N " W
teven H. Parton, General Coun

Approved for submission to Financial Services
Commission;

Kevin'™M. McCarty, Commissidner
ite of Insurance Reguiation




690-137.002 Annual Audited Financial Reports.

(N The purpose of this rule is to 1mprove the Off" ce’s surveillance of the financial condition of insurers by requiring an annual
audit exam ountants of the financial statements reporting the financial position and the
results of operatlons of insurers by mdependent certlﬁed publlc accountants (b} Communication of Internal Control Related Matters
Noted in an audit, and {c) Management’s Report of Internal Control over Financial Reporting,

(2)(a) Every authorized insurer, as defined in subsection (3), below, shall be subject to this rule. Insurers having direct
premiums written in this state of less than $1,000,000 in any calendar year and fewer than 1,000 policyholders or certificateholders
of directly written policies nationwide at the end of the calendar year shall be exempt from this rule for the that-year (unless the
Office makes a specific finding that compliance is necessary for the Office to carry out statutory responsibilities), except that
insurets having assumed premiums pursuant to contracts and/or treaties of reinsurance of $1,000,000 or more will not be so exempt.
Any insurer subject to an exemption must submit by March 1 following the year to which the exemption applies an affidavit sworn
to by a responsible officer of the insurer specifying the amount of direct premiums written in this state and number of policyholders
or certificateholders.

1. Form QIR-DO-1431, (Rev. 7/01), “Audited Financial Statements Exemption Affidavit”, is hereby incorporated by reference
to be the form specified in Section 624.424(8)(b}, Florida Statutes, for exemptions from compliance with the filing_of an annual

audited financial statement. This form is available from Life & Health Financial Oversight or Property & Casualty Financial
Oversight at 200 East Gaines Street, Tallahassee, Florida 32399. The form is also available from the Office of Insurance
Regulation’s website located at the following address: www.floir.com.

(b) Foreign or alien insurers filing Audited Financial Reports in another state, pursuant to that the-etherstate’s requirement for
filing of Asudited Ffinancial Rreports which has been found by the Office to be substantially similar to the requirements herein,

may, in lieu of the other egutrements herem, be exempt from Sections 4 through 13 of this regulation if: requirements-of-thisrule;

1. A copy of the Aud]tecl Fmancual Report Commun:catlons of Internal Contro] Related Matters Noted in an Audit, Repert-on
Signifieant-Deficiencies-innternal- Controls; and the Accountant’s Letter of Qualifications which are filed with the other state are
made available to the Office upon request in accordance with the filing dates specified in Sections (4). (11) and (12), respectively
(Canadian insurers may submit accountants’ reports as filed with the Office of the Superintendent of Financial Institutions, Canada):

2. A copy of any Notification of Adverse Financial Condition Report filed with the other state are made available to the Office
upon request within the time specified in Section {10).

(¢) This rule shall not prohibit, preclude, or in any way limit the Office from ordering and/or conducting and/or performing
examinations of insurers under its rules.

(3) Deﬁnitions.

(_)Eb) Accountant” and “Independent Certlﬁed Pubhc Accountant” means an independent Cemf" ed Public Accountant or
accounting firm in good standing with the American Institute of Certified Public Accountants (AICPA) licensing-authority—of
accrediting-autherity for Certified-Publie-Accountants and in all states in which he or she is licensed to the-aecountant practices. For
Canadian and British companies, it means a Canadian-chartered or British-chartered accountant,

(b) “Affiliate” of, or person “affiliated” with, a specific person, is a person that directly or indirectly through one or more
intermediaries, controls, or is controlled by, or is under common centrol with, the person specified.

(c) “Audit committee™ means a committee (or equivalent body)_established by the board of directors of an entity for the purpose
of overseeing the accounting and financ¢ial reporting processes of an insurer or Group of insurers, and audits of financial statements
of the insurer or Group of insurers. The Audit committee of any ¢ntity that controls a Group of insurers may be deemed to be the
Audit commitiee for one or more of these controlled insurers solely for the purposes of this regulation at the election of the
controlling person. Refer to Section (14¥e) for exercising this election. If an Audit committee is not designated by the insurer, the

insurer’s entire board of directors shall constitute the Audit committee. “Office’means-the-Office-ofInsurance Resulation.

(d} “Audited Financial Report” means and includes those items specified in Section (5). below. “Insurer’means-an-authorized
insureras-defined-in-Section-624-09. Florida Statutes:




“Indemnification” means an agreement of indemnity or a release from liability where the intent or effect is to shift or limit in

any manner the potential liability of the person or firm for failure to adhere to applicable auditing or professional standards, whether
or not resulting in part from knowing of other misrepresentations made by the insurer or its representatives.

(f) “Independent board member” has the same meaning as described in Section (14)(c).

(g) “Insurer” means an authorized insurer as defined in Section 624.09, Florida Statutes.

(h) “Group of insurers” means those licensed insurers included in the reporting requirements of Chapter 628, Part I1V. Florida
Statutes or a set of insurers as identified by management, for the purpose of assessing the effectiveness of Internal control over
financial reporting.

(i) “Internal control over financial reporting” means a process effected bv an entity’s board of directors, management and other
personnel designed to provide reasonable assurance regarding the reliability of the financial statements, i.e., those items specified in
Section (5)(b) 2. through 7. of this regulation, and includes those policies and procedures that:

1. Pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflects the transactions and dispositions
of assets;

2. Provide reasonable assurance that transactions are recorded as necessary to permit preparation of the financial statements, i.e.,
those items specified in Section (5)(b) 2. through 7. of this regulation. and that receipts and expenditures are being made only in
accordance with authorizations of management and directors; and

3. Provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or disposition of
assets that could have a material effect on the financial statements, i.e., those items specified in Section (5)(b) 2. through 7. of this
regulation.

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

(k) “SEC” means the United States Securities and Exchange Commission.

(1) “Section 404" means Section 404 of the Sarbanes-Oxley Act of 2002 and the SEC’s rules and regulations promulgated
thereunder.

{m) “Section 404 Report” means management’s report on “internal control over financial reporting” as defined by the SEC and
the related attestation report of the independent certified public accountant as described in Section (3)(a).

{n) “SOX Compliant Entity” means an entity that either is required to be compliant with, or voluntarily is compliant with, all of
the following provisions of the Sarbanes-Oxley Act of 2002: (i) the preapproval requirements of Section 201 (Section 10A(1) of the
Securities Exchange Act of 1934); (ii} the Audit committee independence requirements of Section 301 (Section 10A(mX}3} of the
Securities Exchange Act of 1934): and (iii) the Internal control over financial reporting requirements of Section 404 (Itemn 308 of
SEC Regulation S-K).

(4) General Requirements Related to Filing and Extensions for Filing of Annual Audited Financial Reports: and Audit
Committee Appointment.

(a) All insurers shall have an annual audit by an independent Certified Public Accountant and shall file an Audited Financial
Report with the Office on or before June 1 for the year ended December 31 immediately preceding. The Office may require an
insurer to file an Audited Financial Report earlier than June 1 with ninety (90) days advance notice to the insurer.

(b) Extensions of the June 1 filing date may be granted by the Office for thirty-day periods upon a showing by the insurer and
its independent certified public accountant of the reasons for requesting an extension and determination by the Office of good cause
for an extension. The request for extension must be submitted in writing not less than ten (10) days prior to the due date in sufficient
detail to permit the Office to make an informed decision with respect to the requested extension.

(c) If an extension is granted in accordance with the provisions in Section 4{b)}, a similar extension of thirty (30) days is granted
to the filing of Management’s Report of Internal Control over Financial Reporting,

(d) Every insurer required to file an annual Audited Financial Report pursuant to this regulation shall desipnate a group of
individuals as constituting its Audit committee, as defined in Section (3). The Audit committee of an entity that controls an insurer
may be deemed to be the insurer’s Audit committee for purposes of this regulation at the election of the controlling person.

(5) Contents of Aannual Audited Financial Report.

{a) The Aannual Audited Financial Report shall report the financial position of the insurer as of the end of the most recent
calendar year and the results of its operations, cash flows, and changes in capital and surplus for the year then ended in conformity
with statutory accounting practices prescribed, or otherwise permitted, by the Gffiee-efthe state of domicile.

{b) The Aannual Audited Financial Report shall include the following:
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1. Report of independent Certified Public Accountant.

2. Balance sheet reporting admitted assets, liabilities, capital and surplus.

3. Statement of operations.

4, Statement of cash flows.

5. Statement of changes in capital and surplus.

6. Notes to financial statements, These notes shall be those required by the appropriate NAIC Annual Statement Instructions and
the NAIC Accounting Practices and Procedures Manual and any other notes required by generally accepted accounting principles
and shall also include:-a-a—4 rReconciliation of differences, if any, between the audited statutory financial statements and the
Annual Statement filed pursuant to Section 624.424(1), Florida Statutes, with a written description of the nature of these differences.

7 T'he ﬁnam:lal statements mcluded in the Audited Fmanmal Report shall be prepared in a form and using language and
groupings substantially the same as the relevant sections of the Annual Statement of the insurer filed with the Office, and the
financial statement shall be comparative, presenting the amounts as of December 31 of the current year and the amounts as of the
immediately preceding December 3 1. However, in the first year in which an insurer is required to file an Audited Financial Report,
the comparative data may be omitted.

{6) Designation of Independent Certified Public Accountant.

{(a) Each insurer required by this rule to file an annual Audited Financial Report must, by December 31 of the year subject to
audit, register with the Office in writing the name and address of the independent Certified Public Accountant or accounting firm
teenerallyreforred-to-in-this-rule-as-the-“‘aceeuntant’) retained to conduct the annual audit set forth in this rule.

{(b) The insurer shall obtain a letter from the accountant, and file a copy with the Office, stating that the accountant is aware of
the provisions of the Insurance Code and the Rules and Regulations of the Insurance-Office-ofthe state of domicile that relate to
accounting and financial matters, and affirming that the accountant he will express his or her opinion on the financial statements in
terms of their conformity to the statutory accounting practices prescribed or otherwise permitted by that Insurance Department
Office, specifying the exceptions as he gr she may believe appropriate.

(c) If an accountant who was the accountant for the immediately preceding filed Audited Financial Report is dismissed or
resigns, the insurer shall within five (§) business days notify the Office of this event. The insurer shall also furnish the Office with a
separate letter within ten (10) business days of the above notification stating whether in the twenty-four (24) months preceding that
event there were any disagreements with the former accountant on any matter of accounting principles or practices, financial
statement disclosure, or auditing scope or procedure; which disagreements, if not resolved to the satisfaction of the former
accountant, would have caused him or her to make reference to the subject matter of the disagreement in connection with his or her
opinion. The disagreements required to be reported in response to this paragraph include both those resolved to the former
accountant’s satisfaction and those not resolved to the former accountant’s satisfaction, {d) Disagreements contemplated by this
subsection are those that occur at the decision-making level, i.e., between personnel of the insurer responsible for presentation of its
financial statements and personne! of the accounting firm responsible for rendering its report. The insurer shall also in writing
request the former accountant to furnish a letter addressed to the insurer stating whether the accountant agrees with the statements
contained in the insurer’s letter, and if not, stating the reasons for which he or she does not agree; and the insurer shall furnish the
responsive letter from the former accountant to the Office together with its own.

(7) Qualifications of Independent Certified Public Accountant.

(a) The Office shall not recognize any person or firm as a qualified independent Certified Public Accountant if the person or
firm:thatis

1. Is not in good standing with the AICPA K autho GE-RE0 atthe : d Py suntants and in
all states in which the accountant is licensed to practices, or for a Canadlan or Brmsh company, that is not a chartered accountant:; or

2. Has gither directly or indirectly entered into an agreement of indemnity or release from liability (collectively referred to as
indemnification) with respect to the audit of the insurer.

(b) Except as otherwise provided in this regulation herein, the Office shall recognize an independent Certified Public
Accountant shall-berecegnized as qualified as long as he or she prepares reports, filings, and statements as required by the Florida
Insurance Code, and conforms to the standards of his or her profession as contained in the Rules and Regulations and Code of Ethics
and Rules of Professional Conduct of the Florida Board of Public Accountancy, or similar code.

{c) 1. A-The lead (or coordinating ) audit partner (having primary responsibility for the audit) erother-persen—responsiblefor




rendering-arepert may not act in that capacity for more than five (5) seven{7 consecutive years. Eollowingany peciod-of service

that The person shall be disqualified from acting in that or a similar capacity for the same company or its insurance subsidiaries or
affiliates for a period of five (5) consecutive tweo-(2) years. An insurer may make application to the Office for relief from the above
rotation requirement based on an unusual hardship to the insurer and a determination by the Office that the accouritant is exercising
independent judgement that is not unduly influenced by the insurer. This application should be made at least thirty (30) days before
the end of the calendar year. The Office may consider eensidering the following factors in determining if the relief should be
granted:

a.+. Number of partners, expertise of the partners, or the number of insurance clients in the currently registered firm;

b.2. Premium volume of the insurer; and

c.-3. Number of jurisdictions in which the insurer transacts business.'

2. The insurer shall file, with its annual statement filing, the approval for relief from Subsection (7) (c) with the states that it is
licensed in or doing business in and with the NAIC. If the nondomestic state accepts electronic filing with the NAIC, the insurer
shall file the approval in an electronic form acceptable to the NAIC.

(d) The Office shall neither met recognize as a qualified independent Certified Public Accountant, nor accept any annual
Audited Financial Report prepared in whele or in part by any natural person who:

1. Has been found guilty of, or has pleaded guilty or nolo contendere to, any felony or crime punishable by imprisonment of one
year or more under the law of the United States or any state thereof or under the law of any other country, which involves moral
turpitude, without regard to whether a judgement of conviction has been entered by the court having jurisdiction in such case;

2. Has been found to have violated the insurance laws of this state with respect to any previous reports submitted under this rule;
or

3. Has failed to detect or disclose material information in previous reports filed under the provisions of this rule.

(e) In accordance with the provisions of Sections 624.307 and 624.324, Florida Statutes, and in its own rules of departmental
practice, the Office shall conduct a hearing to determine whether an independent a-Certified Public Accountant is qualified if Office
records do not contain sufficient information to demonstrate that the Certified Public Accountant is qualified. Considering the
evidence presented, the Office shall conclude that the accountant is not qualified for purposes of expressing his or her opinion on the
financial statements in the annual Audited Financial Report made pursuant to this rule, if the accountant fails to meet the
qualifications and other requirements of this rule. If the accountant is found to be not qualified, the Office shall require the insurer to
replace the accountant with another whose relationship with the insurer is qualified within the meaning of this rule. Upon
determination by the Office that the accountant is not -qualified to express an opinion on the financial statements in the annual
Aaudited Ffinancial Rreport made pursuant to this rule the insurer may request a hearing pursuant to Section 120.57, Florida
Statutes.

{f) A qualified independent certified accountant may enter into an agreement with an insurer to have disputes relating to an audit
resolved by mediation or arbitration. However, in the event of a delinquency proceeding commendenced against the insurer under

Chapter 63 1, Florida Statutes, the mediation or arbitration provisions shall operate at the option of the statutory seccessor.
1. The Office shall not recognize as a gualified independent certified public accountant, nor accept an annual Audited

Financial Report, prepared in whole or in part by an accountant who provides to an insurer, contemporaneously with the audit. the
following non-audit services:

a. Bookkeeping or other services related to the accounting records or financial statements of the insurer;

b. Financial information systems design and implementation;

c. Appraisal or valuation services, fairness opinions, or contribution in-kind reports;
d. Actuarially-oriented advisory services involving the determination of amounts recorded in the financial statements. The

accountant may assist an insurer in understanding the methods, assumptions and inputs used in the determination of amounts

recorded in the financial statement only if it is reasonable to conclude that the services provided will not be subject to audit
procedures during an audit of the insurer’s financial statements. An accountant’s actuary may also issue an actuarial opinion or
certification (“opinion™) on an insurer’s reserves if the following conditions have been met;

(i) Neither the accountant nor the accountant’s actuary has performed any management functions or made any management
decisions:;

(ii} The insurer has competent personnel (or engages a third party actuary) to estimate the reserves for which management takes

responsibility; and




{iii) The accountant’s actuary tests the reasonableness of the reserves after the insurer’s management has determined the amount
of the reserves;

¢. Internal audit outsourcing services:

f. Management functions or human resoutces;

g. Broker or dealer. investment adviser, or investment banking services;

h. Legal services or expert services unrelated to the audit; or

i. Any other services that the Office determines, by regulation, are impermissible.

2. In general, the principles of independence with respect to services provided by the qualified independent certified public
accountant are largely predicated on three basic principles, violations of which would impair the accountant’s independence. The
principles are that the accountant cannot function in the role of management, cannot audit his own work, and cannot serve in an
advocacy role for the insurer.

(h) Insurers having direct written and assumed premiums of less than $100,000,000 in any calendar vear may request an
exemption from Subsection (g} 1. The insurer shall file with the Office a written statement discussing the reasons why the insurer
should be exempt from these provisions. If the Office finds, upon review of this statement. that compliance with this regulation
would constitute a financial or organizational hardship upon the insurer, an exemption may be granted.

(i)_A qualified independent certified public accountant who performs the audit may engage in other non-audit services,
including tax services that are not described in Subsection (g)1. or that do not conflict with Subsection (g)2. only if the activity is
approved in advance by the Audit committee, in accordance with Subsection (j).

{i} All auditing services and non-audit services provided to an insurer by the qualified independent certified public accountant of
the insurer shalt be preapproved by the Audit committee. The preapproval requirement is waived with respect to non-audit services
if the insurer is a SOX Compliant Entity or a direct or indirect wholly-owned subsidiary of a SOX Compliant Entity or:

1. The aggregate amount of all such non-audit services provided to the insurer constitutes not more than five percent (5%) of the
total amount of fees paid by the insurer to its qualified independent certified public accountant during the fiscal year in which the
non-audit services are provided;

2. The services were not recognized by the insurer at the time of the engagement to be non-audit services; and

3. The services are promptly brought to the attention of the Audit committee of the insurer and approved prior to the completion

of the audit by the Audit committee or by one or more members of the Audit committee who are the members of the board of
directors to whom authority to prant such approvals has been delegated by the Audit committee.
k) The Audit committee may delegate to one or more designated members of the Audit committee the authority to t the

preapprovals required by Subsection (1). The decisions of any member to whom this authority is delegated shall be presented to the
full Andit committee at each of its scheduled meetings.

(1) 1. The Office shall not recognize an independent certified public accountant as qualified for a particular insurer if a member
of the board, president, chief executive officer, controlier, chief financial officer, chief accounting officer, or any person serving in

an equivalent position for that insurer, was employed by the independent certified public accountant and participated in the audit of
that insurer during the one-year period preceding the date that the most current statutory opinion is due. This section shall only apply
to partners and senior managers involved in the audit. An insurer may make application to the Office for relief from the above
requirement on the basis of unusual circumstances.

2. The insurer shall file, with its annual statement filing, the approval for relief from Subsection (n) (1) with the states that it is
licensed in or doing business in and the NAIC. If the nondomestic state accepts electronic filing with the NAIC, the insurer shall file
the approval in an electronic format acceptable to the NAIC,

(8) Consolidated or Combined Audits.

(a) An insurer may make written application to the Office for approval to file audited consolidated or combined financial
statements in lieu of separate annual audited financial statements if the insurer is part of a group of insurance companies which
utilizes a pooling or one hundred percent reinsurance agreement that affects the solvency and integrity of the insurer’s reserves, and
the insurer cedes all of its direct and assumed business to the poal. In these cases, a columnar consolidating or combining worksheet
shall be filed with the report, as follows:

1. Amounts shown on the consoclidated or combined Audited Financial Report shall be shown on the worksheet.

2. Amounts for each insurer subject to this section shall be stated separately,

3. Noninsurance operations may be shown on the worksheet on a combined or individual basis.




4. Explanations of consolidating and eliminating entries shall be included-: and

5. A reconciliation shall be included of any differences between the amounts shown in the individual insurer columns of the
worksheet and comparable amounts shown on the Annual Statements of the insurers.

(b) 1. The application for approval to consolidate is required each year, and must be filed with the Office prior to the end of the
calendar year for which the approval is being granted, except that applications for approval will be accepted after the end of such
calendar year subject to the imposition of an administrative fine on each insurer involved in such application as provided for in
Section 624.4211(2), Florida Statutes.

2. The amount of the fine shall be $50 per day for each day beyond the end of the calendar year, not to exceed an aggregate
amount of $10,000 for the group of insurers requesting permission to file on a consolidated basis.

(c) Approval to consolidate or combine statements shall be granted unless the Office makes a specific finding that approval
would prevent the Office from carrying out its statutory responsibilities.

(9) Scope of Audit Examinatien and Report of Independent Certified Public Accountant. Financial statements furnished
pursuant to Section subsestion{35), above, shall be examined by_the ar-independent certified public accountant CertifiedPublic
Accountant: The audit examinatien of the insurer’s financial statements shall be conducted in accordance with generally accepted
auditing standards. In accordance with AU Section 319 of the Professional Standards of the American Institute of AICPA

Consideration of Internal Control in a Financial Statement Audit, the independent certified public accountant should obtain_an
understanding of internal control sufficient to plan the audit. To the extent required by AU 319, for those insurers required to file a
Management’s Report of Internal Control over Financial Reporting pursuant to Section 16, the independent certified public
accountant should consider (as that term is defined in Statement on Auditing Standards (SAS) No. 102, Defining Professional
Requirements in Statements on Auditing Standards or its replacement) the most recently available report in planning and performing
the audit of the statutory financial statements. Consideration should also be given to the other procedures illustrated in the Financial
Condition Examiner’s Handbook promulgated by the National Association of Insurance Commissioners as the independent Certified
Public Accountant deems necessary.

(10) Notification of Adverse Financial Condition.

(a} The insurer required to furnish the annual Audited Financial Report shall require the independent Certified Public
Accountant to report, in writing, within five (5) business days to the board of directors or its Audit audit committee any
determination by the independent Certified Public Accountant that the insurer has materially misstated its financial condition as
reported to the Office as of the balance sheet date currently under audit examinatien, or that the insurer does not meet the minimum
capital and surplus requirement of the Florida Insurance Code as of that date. An insurer who has received a report pursuant to this
paragraph shall forward a copy of the report to the Office within five (5) business days of receipt of said report and shall provide the
independent Certified Public Accountant making the report with evidence of the report being furnished to the Office. If the
independent Certified Public Accountant fails to receive the evidence within the required five (5) business day period, the
independent Certified Public Accountant shall fummish to the Office a copy of its report within the next five (5) business days.

(b) An independent certified public accountant shall not be liable in any manner to any person for any statement made in
connection with the above paragraph if the statement is made in good faith in compliance with the above paragraph.

(¢) If the accountant, subsequent to the date of the Audited Financial Report filed pursuant to this rule, becomes aware of facts

which might have affected his report, the Office notes the obligation of the accountant to take such action as prescnbed in Volumel,
Section AU 561 of the Professional Standards of the AICPA. sh ep hose he e-and-the-insure hin-toR

calendar-days-ef-discoveny:

(11) Communication of Internal Control Related Matters Noted in an Audit Reperti-on-Significant Deficiencies-in-Internal
Centrols

{a) In addition to the annual Audited Financial Report Statement, each insurer shall furnish the Office with a written
communication as to any unremediated material weaknesses in its Internal control over financial reporting noted during the audit.

Such communication_shall be prepared by the accountant within sixty (60) days afier the filing of the annual Audited Financial
Report, and shall contain a description of any unremediated material weakness (as the term material weakness is defined by
Statement on Auditing Standard 60, Communication of Internal Control Related Matters Noted in an Audit, or its replacement) as of
December 31 immediately preceding {so as to coincide with the Audited Financial Report discussed in Section (4)) in the insuret’s

Internal control over financial reporting noted by the accountant during the course of their audit of the financial statements. If ng

unremediated material weaknesses were noted, the communication should so state. repert-prepared-by-the-accountant-deseribing
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(b) The insurer is required to provide a description of remedial actions taken or proposed to correct_unremediated material
weaknesses if the said actions are not described in the accountant’s communication repest.

(12} Accountant’s Letter of Qualifications.

(a) The accountant shall furnish a letter to the insurer in connection with, and for inclusion in, the filing of the annual Audited
Financial Report.

(b) The letter shall state:

1. That the accountant is independent with respect to the insurer and conforms to the standards of his or her profession as
contained in the Code of Professional Ethics and prenouncements of the AICPA and the Rules of Professional Conduct of the
Florida Board of Public Accountancy, or similar code-;

2. The background and expetience in general, and the experience in audits of insurers; of the staff assigned to the engagement
and whether each is an independent Certified Public Accountant. Nothing within this rule shall be construed as prohibiting the
accountant from utilizing his or her staff as he or she deems appropriate where use is consistent with the standards prescribed by
generally accepted auditing standards.

3. That the accountant understands the annual Audited Financial Report, and his or her opinion thereon will be filed in
compliance with this rule, and that the Office will be relying on this information in the monitoring and regulation of the financial
position of insurers:;

4. That the accountant consents to the requirements of swbsSection (13), below, and that the accountant consents and agrees to
make the workpapers as defined in subsSection (13), below, available for review by the Office.

5. A representation that the accountant is properly licensed by an appropriate state licensing authority_and is a member in good
standing in the AICPA:: and

6. A representation that the accountant is in compliance with the requirements of subsSection (7) of this Rule-abeve.

(13) Definition, Availability, and Maintenance of Independent Certified Public Accountants. -GRA Workpapers.

(a) Workpapers are the records kept by the independent Certified Public Accountant of the procedures followed, the tests
performed, the information obtained, and the conclusions reached pertinent to the accountant’s audit his-examinatien of the financial
statements of an insurer. Workpapers, accordingly, may include audit planning documentation, work programs, analyses,
memoranda, letters of confirmation and representation, abstracts of company documents and schedules, or commentaries prepared or
obtained by the independent Certified Public Accountant in the course of his or her audit examination of the financial statements of
an insurer, and which support the accountant’s his-opinion thereef.

(b) Every insurer required to file an Audited Financial Report pursuant to this rule shall require the accountant to make available
for review by Office examiners all workpapers prepared in the conduct of the accountant’s audit his—examinatien, and any
communications related to the audit between the accountant and the insurer, at the offices of the insurer, at the Office or at any other
reasonable place designated by the Office. The insurer shall require that the accountant retain the audit workpapers and
communications until the Office has filed a Report on Examination covering the period of the audit, but no less than seven (7) years
from the date of the audit report.

(¢) In the conduct of the aforementioned periodic review by the Office examiners, it shall be agreed that photocopies of
pertinent audit workpapers may be made and retained by the Office. The reviews by the Office examiners shall be considered
investigations, and all working papers and communications obtained during the course of the investigations shall be afforded the
same confidentiality as other examination workpapers generated by the Office until the Report of Examination is filed by the Office.
(14)Requirements for Audit Committee

This section shall not apply to foreign or, alien insurers licensed in this state or an insurer that is a SOX Compliant Entity or a direct
or indirect wholly-owned subsidiary of a SOX Compliant Entity.

{a) The Audit committee shall be directly responsible for the appointment, compensation and oversight of the work of any
accountant (including resolution of disagreements between management and the accountant regarding financial reporting) for the

purpose of preparing or issuing the Audited Financial Report or related work pursuant to this rule. Each accountant shall report
directly to the Audit committee.

(b) Each member of the Audit committee shall be a member of the board of directors of the insurer or a member of the board of

directors of an entity elected pursuant to Subsection (€) and Section (3)}c).




(c) In order to be considered independent for purposes of this section, a member of the Audit committee may not, other than in
his or her capacity as a member of the Audit committee, the board of directors, or any other board committee, accept any consulting,

advisory or other compensatory fee from the entity or be an affiliated person of the entity or any subsidiary thereof. However. if law
requires board participation by otherwise non-independent members, that law shall prevail and such members may participate in the
Audit committee and be designated as independent for Audit committee purposes, unless they are an officer or employee of the
insurer or one of its affiliates.

(d) If a_member of the Audit committee ceases to be independent for reasons outside the member’s reasonable control, that
person, with notice by the responsible entity to the state, may remain an Audit committee member of the responsible entity until the

earlier of the next annual meeting of the responsible entity or one year from the occurrence of the event that caused the member to

be no longer independent.
e) To exercise the election_of the controlling person to designate the Audit committee for oses of this regulation, the
ultimate controlling person shall provide written notice to the Office of the affected insurers. Notification shall be made timely prior

to_the issuance of the statutory audit report and include a description of the basis for the election. The election can be changed
through notice to the Office by the insurer, which shall include a description of the basis for the change. The election shall remain in

effect for perpetuity, until rescinded.

(f} 1. The Audit committee shall require the accountant that performs for an insurer any audit required by this regulation to
timely report to the Audit committee in accordance with the requirements of SAS 61. Communication with Audit Committees, or its
replacement, including:

a. All sipnificant accounting policies and material permitted practices;

b All material alternative _treatments of financial information within statutory accounting principles that have been discussed
with management officials of the insurer, ramifications of the use of the alternative disclosures and treatments, and the treatment

preferred by the accountant; and
¢. Other material written communications between the accountant and the management of the insurer, such as any management
letter or schedule of unadjusted differences.

2. If an insurer is a member of an insurance holding company system, the reports required by Subsection (f) 1. may be provided

to the Audit committee on an aggregate basis for insurers in the holding company system, provided that any substantial differences
among insurers in the system are identified to the Audit committee.

() The proportion of independent Audit committee members shall meet or exceed the following criteria;

Prior Calendar Year Direct Written and Assumed Premiums

$0 — 300,000,000 Over $300,000,000 - 500,000,000 Over 500.000.000

No minimum requirements. Majority (50% or more) of members shall | Supermajority of members (75% or more
See also Notes A and B, be independent. See also Notes A and B. shall be independent. See also Note A.

Note A: The Office has authority afforded by state law to require the entity’s board to enact improvements to the independence
of the Audit committee membership if the insurer is in a RBC action level event, meets one or ‘more of the standards of an insurer
deemed to be in hazardous financial condition, or otherwise exhibits qualities of a troubled insurer.

Note B: All insurers with less than $500.000.000 in prior year direct written and assumed premiums are encouraged to structure
their Audit committees with at least a supermajority of independent Audit committee members,

Note C: Prior calendar year direct written and assumed premiums shall be the combined total of direct premiums and assumed
premiums from non-affiliates for the reporting entities.

(h) An insurer with direct written and assumed premium, excluding premiums reinsured with the Federal Crop Insurance
Corporation and Federal Flood Program, less than $500.000,000 may make application to the Qffice for a waiver from the Section
(14) requirements based upon hardship. The insurer shall file, with its annual statement filing the approval for relief from Section
(14) with the states that it is licensed in or doing business in and the NAIC. 1f the non-domestic state accepts electronic filing with
the NAIC, the insurer shall file the approval in an electronic format acceptable to the NAIC.

(15) Conduct of Insurer in Connection with the Preparation of Required Reports and Documents

{a) No director or officer of an insurer shall. directly or indirectly:




1. Make or cause to be made a materially false or misleading statement to an accountant in connection with any audit, review or
communication required under this regulation; or

2. Omit to state, or cause another person to omit to state, any material fact necessary in order to make statements made, in light
of the circumstances under which the statements were made, not misleading to an accountant in connection with any audit, review or
communication required ynder this regulation.

(b) No officer or director of an insurer, or any other person acting under the direction thereof,_shall directly or indirectly take
any action to coerce, manipulate, mislead or fraudulently influence any accountant engaged in the performance of an audit pursuant
to this regulation if that person knew or should have known that the action, if successful, could result in rendering the insurer’s
financial statements materially misleading.

¢} For oses of Subsection (b) of this section, actions that, *if successful, could result in rendering the insurer’s financial
statements materially misleading” include, but are not limited to. actions taken at any time with respect to the professional
engagement period to coerce, manipulate, mislead or fraudulently influence an accountant:

1. To issue or reissue a report on an insurer’s financial statements that is not warranted in the circumstances (due to material
violations of statutory accounting principles prescribed by the Office, generally accepted auditing standards, or other professional or
regulatory standards):

2. Not to perform audit, review or other procedures required by generally accepted auditing standards or other professional
standards:

3. Not to withdraw an issued report; or

4. Not to communicate matters to an insurer’s Audit committee.

{16)Management’s Report of Internal Control over Financial Reporting

a) Every insurer required to file an Audited Financial Report pursuant to this regulation that has annual direct written and
assumed premiums, excluding premiums reinsured with the Federal Crop Insurance Corporation and Federal Flood Program, of
$500,000.000 or more shall prepare a report of the insurer’s or Group of insurers’ Internal control over financial reporting, as these
terms are defined in Section (3). The report shall be filed with the Office along with the Communication of Internal Control Related
Matters Noted in an Audit described under Section (11). Management’s Report of Internal Control over Financial Reporting shall be
as of December 31 immediately preceding.

(b) Notwithstanding the premium threshold in Subsection (a), the Office may require an_insurer to file Management’s Report of

Internal Control over Financial Reporting if the insurer is in any RBC level event, or meets any one or more of the standards of an
insurer deemed to be in hazardous financial condition as defined in Section 624.418, Florida Statutes.

(c) An insurer or a Group of insurers that is

1. directly subject to Section 404;

2. part of a holding company system whose parent is directly subject to Section 404;
3. not directly subject to Section 404 but is a SOX Compliant Entity: or,
4. a member of a holding company system whose parent is not directly subject to Section 404 but is a SOX Compliant Entity:

may file its or its parent’s Section 404 Report and an addendum in satisfaction of this Section 16 requirement provided that those
internal controls of the insurer or Group of insurers _having a material impact on the preparation of the insurer’s or Group of

insurers’audited statutory financial statements (those items included in Section (5} (b) 2. through (3) (b) 7. of this regulation) were
included in the scope of the Section 404 Report. The addendum shall be a positive statement by management that there are no
material processes with respect to the preparation of the insurer’s or Group of insurers’ audited statutory financial statements (those
items included in Section (5}b) 2. through (5)(b) 7. of this regulation) excluded from the Section 404 Report. If there are internal

controls of the insurer or Group of insurers that have a material impact on the preparation of the insurer’s or Group of insurers’
audited statutory financial statements and those internal controls were not included in the scope of the Section 404 Report. the
insurer or Group of insurers may either file (i} a Section_(16) report, or (ii) the Section 404 Report and a Section (16) report for those
internal controls that have a material impact on the preparation of the insurer’s or Group of insurers’ audited statutory financial
statements not covered by the Section 404 Report.

(d). Management’s Report of Internal Control over Financial Reporting shall include:

1. A statement that management is responsible for establishing and maintaining adequate Internal control over financial

reporting;




2. A statement that manapement has established Internal control over financial reporting and an assertion, to the best of
management’s knowledge and belief, after diligent inquiry, as to whether its Internal control over financial reporting_is effective to
provide reasonable assurance regarding the reliability of financial statements in accordance with statutory accounting principles;

3. A statement that briefly describes the approach or processes by which management evaluated the effectiveness of its Internal

control over financial reporting: and

4. A statement that briefly describes the scope of work that is included and whether any internal controls were exc]uded

5. Disclosure of any unremediated material weaknesses in the Internal control over financial reporting identified by

management as of December 31 immediately preceding. Management is not permitted to conclude that the internal control over
financial reporting is effective to provide reasonable assurance regarding the reliability of financial statements in accordance with

statutory accounting principles if there is one or more unremediated material weaknesses in its Internal controls over financial
reporting.;

6. A statement regarding the inherent limitations of internal contro! systems: and

7 Signatures of the chief executive officer and the chief financial officer {or equivalent position/title).

(e) Management shall document and make available upon financial condition examination the basis upon which its assertions,
required in Subsection (d) above, are made, Management may base its assertions. in part, upon its review, monitoring and testing of
internal controls undertaken in the normal course of its activities.

1. Management shall have discretion as to the nature of the internal control framework used. and the nature and extent of

documentation, in order to make its assertion in a cost effective manner and, as such, may include assembly of or reference to
existing documentation.

2. Management’s Report on Internal Control over Financial Reporting, required by Subsection (a) above, and any

documentation provided in support thereof during the course of a financial condition examination, shall be kept confidential by the

Office.
(1IN &4 Exemptions and Effective Dates
(a): Upon written appllcatlon of any insurer, the Office may shau—grant an exemptlon from compllance w1th t—he—ﬁ-l-l-ﬂ-g—ef—&n

apﬁhes—any and all provisions of t]’llS regulatlo 1f the Ofﬁce fmds upon review of the appllcatlon that compllance w1th thls
regulation would constitute a financial or organizaiton hardship upon the insurer. An exemption may be granted at any time and

from time to time for a specified period or periods. Within ten (10) days from a denjal of an insurer’s written request for an
exemption from this rule, the insurer may request in writihg a hearing on its application for an exemption. The hearing shall be held
in accordance with the regulations of the Florida Office of Insurance Regulation pertaining to administrative hearing procedures. the

(b) Domestic insurers shall comply w1th thls regulation for the vea.r endlng December 31, 2010 and each year thereafter unless
the Office permits otherwise. Al-authorizedinsure o o e ]

(c) Foreign insurers shall comply with this regulation for the vear endmg December 31, 2010 and each year thereaﬁer unless
he Office permits gtherwise,—F g : e !

(d) The requlremetns of Sectlon (7)(c) sha]i be in effect for audlts of the year begmnmg January 1. 2010 and thereafter,

(e) The requirements of Section (14) are to be in effect January 1, 2010. An insurer or Group of insurers that is not required to

have independent Audit committee members or only a majority of independent Audit committee members (as opposed to a

supermajority) because the total written and assumed premium is below the threshold and subsequently becomes subject to one of
the independence requirements due to changes in premium shall have one (1) year following the year the threshold is exceeded (but

not earlier than January 1, 2010) to comply with the independence requirements. Likewise, an insurer that becomes subiect 1o one of

10



the independence requirements as a result of a business combination shall have one (1) calendar vear following the date of

acquisition or combination to comply with the independence requirements.

(f) The requirements of Section 16 and other modified sections, except for Section (14) covered above, are effective beginnine
with the reporting period ending December 31, 2010 and each vear thereafter. An insurer or Group of insurers that is not required to
file a report because the total written premium is below the threshold and subsequently becomes subject to the reporting

requirements shall have two (2) vears following the year the threshold is exceeded {but not earlier than December 31, 2010} to file a
report. Likewise, an insurer acquired in a business combination shall have two (2) calendar years following the date of acquisition or
combination to comply with the reporting requirements,

(18} &5 Canadian and British Companies.

(a) In the case of Canadian and British insurers, the annual Audited Financial Report shall be defined as the annual statement of
total business on the form filed by the companies with their_demiciliary—supervision authority duly audited by an independent
chartered accountant.

(b) For these insurers, the letter required in subsection (6)(b), above, shall state that the accountant is aware of the requirements
relating to the annual aAudited statemsent- Financial Report filed with the Office pursuant to subsection (4), above, and shall affirm
that the opinion expressed is in conformity with these requirements.

19) Severability Provision

If any section of portion of this regulation or its applicability to any person or circumstance is held invalid by a court, the
remainder of the regulation or the applicability of the provision to other persons or circumstances shall not be affected.

Rulemaking Speeifie Authority 624.308(1), 624.424(8)(¢e) FS. Law Implemented 624.307(]), 624.324, 624.424(8) FS. History-New 3-31-92,
Amended 3-14-94, 8-17-98, 4-4-01, 8-14-02, Formerly 4-137.002, Amended 1]-3-05.
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AUDITED FINANCIAL STATEMENTS
EXEMPTION AFFIDAVIT

Section 624.424(8)(b), Florida Statutes
(Filing Deadline - MARCH 1)

I, the undersigned, hereby certify that

(Name of Company)

(Address)

(City. State, Zip)

(Federal ID Number)

is automatically exempt from filing audited financial statements as permitted by Section
624.424(8)(b), Florida Statutes.

I further certify the amount of direct premiums written during the calendar year in the State of
Florida for (year ending December 31 prior to March 1 filing due date) was $

and the number of policyholders or certificate holders of directly written policies nationwide at
the end of the calendar year was

Signature Date

Officer’s Name/Title (print or type)

Notary Public

OIR-DO-1431 (Rev. 7/01)

690-137.002



- 690-137.002
Rulemaking Authority

624.308 Rules,--

(1) The department and the commission may each adopt rules pursuant to ss. 120.536(1) and 120.54 to
implement provisions of law conferring duties upon the department or the commission, respectively.

624.424 Annual statement and other information.—

(8) (e) The commission shall adopt rules to implement this subsection, which rules must be in
substantial conformity with the 1998 Model Rule Requiring Annual Audited Financial Reports adopted by
the National Association of Insurance Commissioners or subsequent amendments, except where
inconsistent with the requirements of this subsection. Any exception to, waiver of, or interpretation of
accounting requirements of the commission must be in writing and signed by an authorized
representative of the office. No insurer may raise as a defense in any action, any exception to, waiver
of, or interpretation of accounting requirements, unless previously issued in writing by an authorized
representative of the office.

624.307 General powers; duties.--

(1) The department and office shall enforce the provisions of this code and shall execute the duties
imposed upon them by this code, within the respective jurisdiction of each, as provided by law.

624.424 Annual statement and other information.--

(8)(a) All authorized insurers must have conducted an annual audit by an independent certified public
accountant and must file an audited financial report with the office on or before June 1 for the
preceding year ending December 31. The office may require an insurer to file an audited financial
report earlier than June 1 upon 90 days’ advance notice to the insurer. The office may immediatety
suspend an insurer's certificate of authority by order if an insurer's failure to file required reports,
financial statements, or information required by this subsection or rule adopted pursuant thereto
creates a significant uncertainty as to the insurer's continuing eligibility for a certificate of authority.

(b) Any authorized insurer otherwise subject to this section having direct premiums written in this
state of less than $1 million in any calendar year and fewer than 1,000 policyholders or
certificateholders of directly written policies nationwide at the end of such calendar year is exempt
from this section for such year unless the office makes a specific finding that compliance is necessary
in order for the office to carry out its statutory responsibilities. However, any insurer having assumed
premiums pursuant to contracts or treaties or reinsurance of $1 million or more is not exempt. Any
insurer subject to an exemption must submit by March 1 following the year to which the exemption
applies an affidavit sworn to by a responsible officer of the insurer specifying the amount of direct
premiums written in this state and number of policyholders or certificateholders.

(c) The board of directors of an insurer shalt hire the certified public accountant that prepares the
audit required by this subsection and the board shall establish an audit committee of three or more
directors of the insurer or an affiliated company. The audit committee shall be responsible for
discussing audit findings and interacting with the certified public accountant with regard to her or his
findings. The audit committee shall be comprised solely of members who are free from any relationship
that, in the opinion of its board of directors, would interfere with the exercise of independent
judgment as a committee member. The audit committee shall report to the board any findings of
adverse financial conditions or significant deficiencies in internal controls that have been noted by the
accountant. The insurer may request the office to waive this requirement of the audit committee
membership based upon unusual hardship to the insurer.



. £90-137.002
Rulemaking Authority

(d} An insurer may not use the same accountant or partner of an accounting firm responsible for
preparing the report required by this subsection for mere than 7 consecutive years. Following this
period, the insurer may not use such accountant or partner for a period of 2 years, but may use
another accountant or partner of the same firm. An insurer may request the office to waive this
prohibition based upen an unusual hardship to the insurer and a determination that the accountant is
exercising independent judgment that is not unduly influenced by the insurer considering such factors
as the number of partners, expertise of the partners or the number of insurance clients of the
accounting firm; the premium volume of the insurer; and the number of jurisdictions in which the
insurer transacts business.

(e) The commission shall adopt rules to implement this subsection, which rules must be in substantial
conformity with the 1998 Model Rule Requiring Annual Audited Financial Reports adopted by the
National Association of Insurance Commissioners or subsequent amendments, except where
inconsistent with the requirements of this subsection. Any exception to, waiver of, or interpretation of
accounting requirements of the commission must be in writing and signed by an authorized
representative of the office. No insurer may raise as a defense in any action, any exception to, waiver
of, or interpretation of accounting requirements, unless previously issued in writing by an authorized
representative of the office,



MEMORANDUM

DATE: January 11, 2010

TO: Kevin M. McCarty, Commissioner, Office of Insurance Regulation
THROUGH: Steven H. Parton, General Counsel

FROM: Dennis Threadagill

Bob Prentiss

SUBJECT: Cabinet Agenda for January 26, 2010
Request for Approval to Publish Amendments to
Rule 690-157.302,.303,.304
Assmt. # 44306

The Office of Insurance Regulation requests that these proposed rule amendments be
presented to the Cabinet aides on or before January 20, 2010 and to the Financial Services
Commission on January 26, 2010, with a request to approve for publication the proposed rules.

Paragraph 627.9407(7)(c), Florida Statutes, regarding long-term care insurance, provides that
any premium increase for existing insureds shall not result in a premium that exceeds the
premium charged on a newly issued policy. This puts limits on how high the premium for
existing customers can rise; they cannot be higher than rates charged for new policies.

The paragraph further provides that if the insurer is not issuing new coverage, the new business
rate shall be as published by the Office, at the rate representing the new business rate of
insurers representing 80 % of the carriers currently offering policies with similar coverage, as
determined by the prior calendar year earned premium.

In simple terms, every year the Office does a survey of insurers issuing new policies, and
comes up with the “new business rate”, broken down by geographical area, and type of long-
term care insurance.

Rules 690-157.302,303, and 304, F.A.C., pertaining to Facility Only Rates, Home Health Care
Only Rates, and Comprehensive Only Rates, respectively, are being amended to publish the
new business rates that will be effective for 2010.

Amanda Hunter is the aftorney handling this rule. Attached are: 1) the proposed rule(s), 2} any
incorporated materials, such as forms; and 3) copies of the rulemaking statutory authority and
law implemented.



Approved for signature:

Approved for submission to Financial Services

Commission: 77 M s

K&vifM. McCarty, Commissioner
Office of Insurance Regulation




690-157.302 Facility Only Rates. _

(1) The following maximum new business rates are effective for 200910 rate increase filings and for 204811 rate filings until
new rates are published: These annual rates are appropriate for: '

(a) Tax qualified policies;

{b) A benefit of $100/day;

(c) An elimination period of 90 days.

(d) Policies offering Restoration of Benefits, and

(e) Sales in Hillsborough County. For all other counties, the rate from this table should be adjusted by the insurer’s current area
factor applicable in that county relative to the insurer’s area factor in Hillsborough County.

{f} Insurers who did not use area factors in the closed blocks for which a rate change is being requested may calculate the new
business rate as a weighted average of the Hillsborough and the South Florida area factors, where the weights used are in-force
premium by county. For the purposes of this calculation, the South Florida area factors are those that apply in Broward, Buval
Miami-Dade and Palm Beach county. The South Florida area factor is equal to 1.00.

(2) Facility Only Rates:

[ssue Age 3-YT Benefit Period 5-YT. Benefit Period Unlimited Benefit Period
30 £24438 $206.71 $324.72
31 $24536 $200.01 $324.72
32 £24718 $30432 $324.72
33 $248.61 $303-70 $324-72
34 $256-68 $306:08 $32472
35 §274-33 $330:84 $393-60
36 $275.92 $342-43 $393-60
37 §277-56 $345.02 $393-60
38 §27919 $347-65 £393-60
39 $280-37 $35032 £393-60
40 $30537 £378.71 44772
41 $307.00 $381-46 S447 2
42 $308.84 $38430 $447.72
43 $310-57 $38718 $447.72
44 $342.37 $390-10 $447. 72
45 $362:59 $455.72 £575-64
46 $365.02 £450.37 $575:64
47 $367-49 $£463.12 £575.64
48 $370-01 £466.04 $575.64
49 $372.56 £470-84 $575.64
50 $302.25 £497.62 $629-76
51 $£403.43 $31023 $649-44
52 $4H-81 $525.78 66912
53 $431-63 $549.05 $H3-40
54 $454:37 $579-80 $762-60
55 B 7 T $607-08 $316-72
56 $5H-89 $650-81 $870-84
57 $54750 $695.62 $934.80
58 $589.-72 $74722 $1;008-60
59 $632.94 $805-76 $1;087:32
60 $682.93 $865:57 $176-96
61 $734.08 $932:48 $264-44
62 $£780:34 $1:000-87 $H362-84
63 £859.63 $1:693-53 $1:485-84
64 £937.93 $H102-1 $H613-76
65 $017-65 $1,289.00 $1:756:44
66 £1,105.08 $1:390.93 $1:513-88
67 $4:200-43 $4,524-37 $2.081-16
68 $1320:59 $1.67723 $2;322.24
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63 $909.53 §1,145.28 $1.485.84

64 $992.02 $1.247.26 $1.613.76
65 $1.077.91 ‘ $1.354.58 $1.756.44
66 $1.172.56 $1.472.49 $1,913.88
67 $1.276.07 $1,603.49 $2,081.16
68 $1.412.37 $1.779.48 $2.322.24
69 $1,575.08 $1.979.13 $2,583.00
70 $1,754.91 $2,207.30 $2.878.20
71 $1.962.10 $2.462.77 $3,207.84
72 $2.188.32 $2,745.97 $3.576.84
73 $2.413.69 $3.040.44 $3,936.00
74 $2,658.09 $3,368.27 $4,334.52
75 $2.934.86 $3.730.21 $4.777.32
76 $3.245.07 $4.127.01 $5,259.40
77 $3.589.14 $4.571.51 $5.790.76
78 $4,000.29 $5.093.26 $6,435.28
79 $4.452.28 $5.677.36 $7.153.60
80 $4.957.50 $6,328.35 $7.950.64
31 £5.524.62 $7.065.07 $8.836.24
82 $6,150.23 $£7.883.56 $9.820.24
83 $6,698.27 $8.583.79 $10,622.20
84 $7.290.02 $9,332.78 $11,488.12
85 $8.214.34 $10,442.14 $12.427.84
86 $8.930.08 $11,338.00 $13,446.28
87 $9,702.70 $12,319.18 $14.543.44
88 $10,546.42 $13,380.94 $15.734.00
89 $11.461.24 $14.532.68 $17.018.12

Rulemaking Authority 627.9408(1) FS. Law Implemented 627.9407(7) FS. History—New 11-1-07, Amended 5-31-09.



690-157.303 Home Health Care Only Rates.

(1) The following maximum new business rates are effective for 208810 rate increase filings and for 204011 rate filings until
new rates are published. These annual rates are appropriate for:

(a) Tax qualified policies;

(b) A benefit of $100/day;

{(c) An elimination period of 0 days;

(d) Policies offering Restoration of Benefits, and

(e} Sales in Hillsborough County. For all other counties, the rate from this table should be 'adjusted by the insurer’s current area
factor applicable in that county relative to the insurer’s area factor in Hillsborough County.

(f} Insurers who did not use area factors in the closed blocks for which a rate change is being requested may calculate the new
business rate as a weighted average of the Hillsborough and the South Florida area factors, where the weights used are in-force
premium by county. For the purposes of this calculation, the South Florida area factors are those that apply in Broward, Buwval
Miami-Dade and Palm Beach county. The South Florida area factor is equal to +-38 1,34

(2) Home Health Care Only Rates:

Issue Age 3-Yt Benefit Period 5-Yr. Benefit Period Unlimited Benefit Period
30 27261 $315:91 $353.52
31 27261 ' $315-4 $353-52
32 $272.61 $31551 $353.52
33 $292.61 $315:54 $353-52
34 $272.6% $315:01 $353-52
35 - $29222 $341-82 $391-06
36 $29222 $341-82 $354-06
37 $202.22 $341-82 $304-06
38 20222 $341-82 $391-06
39 $292.22 $341-82 $391-06
40 $324:99 $380:85 $434.32
41 $324-90 $380-85 $434.82
42 $324.90 $380-85 $434-82
43 $324.99 $380-85 $434.82
44 $324.99 $380-85 $434.82
45 $370:83 $445-80 $560-73
46 $370:83 $445:80 $500.73
47 $370.83 $445:80 ‘ $509.73
48 $370-83 $445.80 $509-73
49 $376:83 $445:80 $560-73
50 $42110 $505-80 $580-43
51 $434-17 $525:23 $359-42
52 $453.78 $538-10 $o24-11
53 $466-85 $564-09 $649-11
54 $486:64 $583-70 $674:02
55 $531-60 - $638.59 $728:08
56 $55845 $665.26 $770-08
57 $502-03 $702:21 81226
58 - $632:66 15271 $867-74
59 $673.29 $799-76 $923.39
60 $7110-48 £856-73 £978:95
61 $757.65 $907-40 603712
62 $805:00 $£960.84 $1,008.90
63 $860:58 $1:04533 $H18781
64 $937.24 $1120.04 $1:286:48
65 $1045-07 $22101 $381.53
66 $3:092.89 $1308-46 $4:482-81
67 $-170-63 $H406-00 $500:31
68 $1:26877 $523.75 451
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63 $905.94 $1,092.84 $1.226.03

64 $977.57 $1.185.44 $1.333.02
65 $1.060.15 $1,283.72 $1.434.80
66 $1.142.73 $1.376.79 $1.542.04
67 $1.22523 $1.480.75 $1.654.74
68 $1.329.72 $1.606.53 $1.788.57
69 $1,440.02 $1.743.20 $1.933.48
70 $1,555.98 $1.880.50 $2.083.78
71 $1.677.68 $2.028.54 $2,239.54
72 $1,799.38 $2.177.21 $2.406.31
73 -$1,941.59 : . $2.345.20 $2.576.68
74 $2.083.65 $2,518.49 $2,752.65
75 $2.236.67 $2.697.93 $2,939.17
76 $2.390.27 $2,882.58 $3.126.07
77 $2,543 88 $3,067.70 $3.318.37
78 $2.746.01 $3.306.02 $3.557.64
79 $2.948.15 $3.549.56 $3.802.46
80 $3.161.83 $3.793.49 $4.042.05
81 $3.381.25 $4.054.16 $4,297.79
82 $3.606.40 $4,315.21 $4,559.00
83 $3.836.78 $4,586.24 $4.825.18
84 $4.078.18 $4,862.95 $5,107.51
85 $4,325.84 $5.145.89 $5,384.62
86 $4.584.46 $5.439.74 $5.678.03
87 $4.843.59 $5,739.26 $5.971.53
88 $5,281.80 $6.238.12 $6,427.23
89 $5,720.53 $6,742.59 $6,888.32

Rulemaking Authority 627.9408(1) FS. Law Implemented 627.9407(7) FS. History—New 11-1-07, Amended 5-31-09,



690-157.304 Comprehensive Only Rates.

(1) The following maximum new business rates are effective for 200210 rate increase filings and for 204811 rate filings until
new rates are published. These annual rates are appropriate for:

(a) Tax qualified policies;

(b) A benefit of $100/day;

(c) An elimination period of 90 days;

(d) Policies offering Restoration of Benefits, and

(e) Sales in Hillsborough County. For all other counties, the rate from this table should be adjusted by the insurer’s current area
factor applicable in that county relative to the insurer’s area factor in Hillsborough County.

(f) Insurers who did not use area factors in the closed blocks for which a rate change is being requested may calculate the new
business rate as a weighted average of the Hillsborough and the South Florida area factors, where the weights used are in-force
premium by county. For the purposes of this calculation, the South Florida area factors are those that apply in Broward, Buval
Miami-Dade and Palm Beach county. The South Florida area factor is equal to 1.00.

(2) Comprehensive Only Rates:

Issue Age 3-Yr Benefit Period 5-Yr. Benefit Period Unlimited Benefit Period
30 $356:29 $454-14 $622.87
31 $357-87 $456:21 $625-56
32 $359-50 345888 $628-85
33 $36117 $47016 $640:99
34 $3711-48 $472:96 $644.48
35 $354-20 $488.52 $681-96
36 $396.05 $500-54 $694.85
37 $398-42 $503.55 $699.14
38 £400.41 $50718 $70557
39 $44-53 $51043 $70814
40 $425.67 $546:94 $744:90
41 $431-46 $553-48 $754-41
42 $43596 $558:44 $76115
43 $440-16 $563-60 $77.40
44 $453-68 $560:55 $78518
45 $462.60 $600-10 $3H-36
46 $476.62 $604:61 $82736
47 $48431 $609.99 $334.12
48 $487-16 $617-01 $84322
49 350472 $624:68 £87216
50 $510-28 $643-51 £385.02
51 $530:60 $66525 $640:57
52 $547:56 $693-835 $941-52
53 $565:67 FH292 $972.54
54 $58447 $743-02 $005- 11
55 $60414 $754-11 $1;038.38
56 $644-88 £809.63 $008:41
57 $679-14 $865-06 $1:16820
58 $24 1 $932.83 $1:241-76
59 $760-97 08281 $H3249
60 $817.49 $1-054:33 $340623
61 $883-47 $5136:02 £1:518-87
62 $954-83 $5213-95 $£1:634-86
63 $1:029:20 $1:304-34 $1.763-51
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51 $505.23 $623.11 $835.17

52 51339 649.76 864.38

53 $538.24 $668.55 $893.83

54 $556.76 $686.10 $923.80

55 $576.17 $705.82 953.92

56 $613.07 $763.28 $1,013.97
57 $644.96 $814.10 $1.077.32
58 $685.09 $865.63 $1.142.80
59 727.89 918.63 $1.22521
60 $770.32 $982.63 $1.295.72
61 $837.63 $1,054.63 $1.407.63
62 $902.26 $1.125.02 $1.517.18
63 $970.76 $1.216.48 $1.641.04
64 $1,037.79 $1.289.00 $1,754.64
65 $1.115.07 $1.381.69 $1.897.16
66 $1.227.95 $1.534.96 $2.109.14
67 $1.363.32 $1.701.42 $2.340.31

68 $1,500.23 $1.865.03 $2.577.06
69 $1.633.30 $2.052.92 $2.819.57
70 $1.789.01 $2.248.85 $3.075.07
71 $2.018.76 $2.528.81 . $3.470.22
72 $2.256.08 $2.812.66 $3.900.29
73 $2.512.25 $3.130.51 $4,333.65
74 $2.787.33 $3.470.24 $4.800.53
75 $3.076.60 $3.832.91 $5.298.58
76 $3,443.00 $4.280.81 $5.959.12
77 $3.835.70 $4.784.33 $6.705.56
78 $4,.226.95 $5.296.16 $7.436.47
79 $4,655.32 $5.816.66 $8,167.71

80 $5.033.64 $6.283.38 $9.137.19
81 $5.957.64 $7.384.25 $9.856.49
82 $6.462.62 $8.016.60 10.649.85
83 $7,047.04 $8.737.67 $11.569.42
84 $7.672.15 $9.524.34 $12.583.26
85 $8.275.28 $10.351.15 $13.731.52
86 $9.225 98 $11.509.12 $15.353.86
87 $9.960.46 $12.463.27 $16,617.84
88 $10,770.06 $13.480.85 $17.971.04
89 $11.635.34 $14,571.84 $19.424.16

Rulemaking Authority 627.9408(1) FS. Law Implemented 627.9407(7} FS. History-New 11-i-07, Amended 5-31-09.



690-157.302,.303,.304
Rulemaking Authority

627.9408 Rules.--

{1) The commission may adopt rules pursuant to ss. 120.536(1) and 120.54 to administer this part.

627.9407 Disclosure, advertising, and performance standards for long-term care insurance. -
(7) RATE STRUCTURE.--

(a) A long-term care insurance policy may not be issued if the premiums to be charged are calculated
to increase based solely on the age of the insured.

(b) Any long-term care insurance policy or certificate issued or renewed, at the option of the
policyholder or certificateholder, shall make available to the insured the contingent benefit upon lapse
as provided in the Long-Term Care Insurance Model Regulation adopted by the National Association of
Insurance Commissioners in the second quarter of the year 2000.

{c) Any premium increase for existing insureds shall not result in a premium charged to the insureds
that would exceed the premium charged on a newly issued insurance policy, except to reflect benefit
differences. If the insurer is not currently issuing new coverage, the new business rate shall be as
published by the office at the rate representing the new business rate of insurers representing 80
percent of the carriers currently issuing policies with similar coverage as determined by the prior
calendar year earned premium.

{d) Compliance with the pooling provisions of s. 627.410(6)(e)3. shall be determined by pooting the
experience of all affiliated insurers,



