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INTRODUCTION

In accordance with the provisions of Section 624.3161, Florida Statutes, representatives
of the Florida Department of Insurance conducted a target market conduct examination of
Capacity Insurance Company for the purpose of ascertaining compliance with the

reporting requirements contained in Chapters 175 and 185, Florida Statutes.

Insurance companies are required to file reports with the Florida Department of Revenue
which accurately identify the geographic location of policies written on specific lines of
business, and the amount of premiums written in each fire district or municipality.
Various fire districts and municipalities throughout the state have established pension
funds that qualify for distributions of a portion of the premium tax collections. On an
annual basis the Florida Department of Revenue provides funds to participating fire
districts and municipalities based on the reports received from insurers doing business in

this state.

This examination represents the Department’s target examination of the Company’s
reports filed with the Florida Department of Revenue, and covers policies written in

calendar year 1998.



MUNICIPAL CODING

During 1998, Capacity Insurance Company wrote policies in Florida, which are subject
to the reporting requirements of Chapters 175 and 185, Florida Statutes. The Company
reported total premiums subject to Chapters 175 and 185 of $3,140,785.00, which

resulted in $41,852.25 and $7,466.75 of premium tax being allocated to the Firefighters’

and Police Officers’ Pension Trust Funds, respectively.

The Company reported premium taxes for fire districts and municipalities to the Florida

Department of Revenue as follows:

MSC049 FEI 592790499 Insurance Premium Taxes & Fees (R.01/99) 02/25/00 15:09:22
As Computed

F20:Back Page (MA) Post 1992 Returns - Detail Pg

1. Total Premium Tax Due......... (Sch 1) 1.
2. Credits Against Tax........... (Ln 11 Sch 3) 2.
3. Net Premium Tax Due........... (Or Zero) 3.
4. State Fire Marshal Reg Assess (Sch 10) 4.
5. Wet Marine & Transport Tax....(Sch 11) 5.
6. Firefighter Relief. ... .. _._._. (Sch 12) 6.
7. Municipal Police Relief....... (Sch 13) 7.
8. Retaliatory TaX......cooouoon. (Sch 14) 8.
9. Annual/Quarterly Filing Fees..(Sch 15) 9.
10. Commercial/Residential Surchg (Sch 16) 10.
11. Total Tax Due . .

Less Installments Pald |n lst Quarter:
2nd Quarter:
3rd Quarter:

12. Orig 70,209.17 70,209.17 Total:
13. Net Tax Due or Overpayment 13.
14. Penalty (10% Late Penalty) 14.
15. Interest (12% per Annum) 15.
16. Amount Due With This Return 16.
17. Amount of Overpayment to be Refunded 17.

17. Amount Refunded with Original (If Amended) 17.

F19:MSC006 F22:Front Page Inquiry Mode - Updates are NOT allowed.

As Filed

71,295.
70,347.
948.
13,956.
0.
41,853.
7,466.

637.

44

71,295.
70,347.
948.
13,956.
0.
41,852.
7,466.




1. EXAMINATION FINDINGS

During its examination, the Department requested 1998 policy information from Capacity

Insurance Company for all policies written in the State of Florida which were subject to
Chapters 175 and 185, Florida Statutes. The Company indicated that the 1998 report to

the Department of Revenue was prepared utilizing wall maps. The Company’s

underwriters manually use wall maps to code the geographic location of each risk. The

Department utilized geo-coding software to determine the correct code for the fire district

and municipality for each of these policies. The Department reviewed a total of 1,045

policies.

The Department’s review is summarized as follows:

FIRE DISTRICT RESULTS

Tax Code Location Over Allocated Under Allocated Net Over (Under)
Payment to District
024 East Naples Fire Control $0.00 $9.97 (%$9.97)
District
038 Indian Rocks Fire Control $31.90 $112.04 ($80.15)
District
053 North River Fire Control $0.00 $25.60 ($25.60)
District
064 San Carlos Fire Service District $0.00 $29.03 ($29.03)
069 Southern Manatee Fire & $0.00 $190.25 ($190.25)
Rescue District
073 St. Lucie County - Ft. Pierce $0.00 $21.92 ($21.92)
Fire District
183 Boca Raton $508.08 $0.00 $508.08
191 Boynton Beach $264.17 $23.85 $240.32
192 Bradenton $209.57 $0.00 $209.57
251 Clearwater $463.97 $0.00 $463.97
268 Coral Gables $41.65 $0.00 $41.65
292 Davie $24.68 $0.00 $24.68
301 Delray Beach $49.40 $0.00 $49.40
371 Fort Lauderdale $1,065.03 $0.00 $1,065.03
374 Fort Myers $60.03 $0.00 $60.03
387 Gainesville $129.23 $0.00 $129.23
416 Greenacres $0.00 $115.94 ($115.94)
427 Gulfport $188.62 $210.45 ($21.82)
432 Hallandale $42.09 $25.96 $16.12
442 Hialeah $81.17 $0.00 $81.17
459 Hollywood $114.26 $42.09 $72.17
464 Homestead $8.79 $131.96 ($123.17)
477 Indialantic $13.91 $0.00 $13.91
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515 Kissimmee ($5.32) $0.00 ($5.32)
530 Lake City $15.29 $0.00 $15.29
542 Lake Park $43.47 $0.00 $43.47
545 Lake Worth $356.24 $0.00 $356.24
546 Lakeland $13.60 $0.00 $13.60
553 Largo $71.22 $0.00 $71.22
620 Melbourne & Eau Gallie $30.72 $0.00 $30.72
(Comb.)
626 Miami $66.68 $0.00 $66.68
627 Miami Beach $1.26 $0.00 $1.26
666 Naples $9.97 $0.00 $9.97
675 New Port Richey $16.61 $0.00 $16.61
686 North Miami $153.83 $0.00 $153.83
687 North Miami Beach $852.21 $0.00 $852.21
695 Ocala $17.48 $0.00 $17.48
725 Orlando $13.08 $0.00 $13.08
746 Palm Beach Gardens $199.60 $0.00 $199.60
770 Pembroke Pines $144.12 $0.00 $144.12
773 Pensacola $65.32 $0.00 $65.32
787 Pinellas Park $27.60 $0.00 $27.60
789 Plantation $52.70 $138.30 ($85.60)
796 Pompano Beach $882.13 $0.00 $882.13
846 St. Augustine $32.63 $0.00 $32.63
855 St. Petersbhurg $595.03 $27.60 $567.43
856 St. Pete Beach $80.62 $0.00 $80.62
869 Sarasota $528.30 $0.00 $528.30
870 Satellite Beach $45.53 $0.00 $45.53
909 Sunrise $0.00 $26.25 ($26.25)
916 Tallahassee $14.54 $0.00 $14.54
918 Tampa $595.99 $0.00 $595.99
930 Titusville ($12.76) $0.00 ($12.76)
966 West Palm Beach $385.11 $0.00 $385.11
978 Wilton Manors $0.00 $35.49 ($35.49)
999 Not In A Tax Territory $0.00 $7,765.37 ($7,765.37)
1000 Invalid Firefighter Tax Code or $342.70 $0.00 $342.70
no Tax Code Listed or None
Listed
$8,932.08 $8,932.08 $0.00
Summary of | Number of Entries Over Allocated
Invalid
Firefighter
Tax Code
1000
None Listed 320.78 6
377 21.92 1
342.70




POLICE OFFICER MUNCIPALITY RESULTS

TaxCode Location Over Allocated Under Allocated Net Over (Under)

Payment to District
168 | Belleair Beach $8.78 $0.00 8.78
183 | Boca Raton $33.68 $0.00 33.68
191 | Boynton Beach $52.02 $4.70 47.32
192 | Bradenton $41.27 $0.00 41.27
251 | Clearwater $94.01 $0.00 94.01
268 | Coral Gables $8.20 $0.00 8.20
270 | Coral Springs $0.00 $5.21 (5.21)
292 | Davie $4.86 $0.00 4.86
296 | Deerfield Beach $19.60 $0.00 19.60
301 | Delray Beach $4.70 $0.00 4.70
371 | Fort Lauderdale $84.44 $0.00 84.44
374 | Fort Myers $11.81 $0.00 11.81
377 | Fort Pierce $14.59 $4.32 10.27
387 | Gainesville $25.44 $0.00 25.44
416 | Greenacres $0.00 $22.83 (22.83)
427 | Gulfport $37.14 $41.44 (4.30)
432 | Hallandale $8.29 $5.11 3.18
442 | Hialeah $15.98 $0.00 15.98
459 | Hollywood $22.50 $8.29 14.21
461 | Holmes Beach $32.79 $0.00 32.79
464 | Homestead $1.73 $25.98 (24.25)
477 | Indialantic $2.74 $0.00 2.74
481 | Indian Shores $0.00 $6.28 (6.28)
501 | Jupiter $2.11 $0.00 2.11
515 | Kissimmee ($1.05) $0.00 (1.05)
530 | Lake City $3.01 $0.00 3.01
542 | Lake Park $8.56 $0.00 8.56
545 | Lake Worth $38.94 $0.00 38.94
546 | Lakeland $2.68 $0.00 2.68
553 | Largo $14.02 $0.00 14.02
620 | Melbourne & Eau Gallie $6.05 $0.00 6.05

(Comb.)

621 | Melbourne Beach $6.61 $2.21 4.40
626 | Miami $13.13 $0.00 13.13
627 | Miami Beach $0.24 $0.00 0.24
629 | Miami Springs $3.09 $0.00 3.09
666 | Naples $11.26 $0.00 11.26
675 | New Port Richey $3.27 $0.00 3.27
686 | North Miami $30.29 $0.00 30.29
687 | North Miami Beach $140.67 $0.00 140.67
693 | Oakland Park $0.00 $8.12 (8.12)
695 | Ocala $3.44 $0.00 3.44
725 | Orlando $2.58 $0.00 2.58
736 | Oviedo $0.00 $4.69 (4.69)
746 | Palm Beach Gardens $39.30 $0.00 39.30
747 | Palm Beach Shores $2.05 $0.00 2.05
752 | Palmetto $5.04 $0.00 5.04
770 | Pembroke Pines $28.38 $0.00 28.38
773 | Pensacola $12.86 $0.00 12.86
787 | Pinellas Park $5.44 $0.00 5.44




789 | Plantation $10.38 $11.74 (1.36)
796 | Pompano Beach $132.55 $0.00 132.55
855 | St. Petersburg $44.75 $5.44 39.31
856 | St. Pete Beach $15.88 $0.00 15.88
869 | Sarasota $113.02 $0.00 113.02
894 | South Miami ($3.08) $4.95 (8.03)
909 | Sunrise $0.00 $5.17 (5.17)
911 | Surfside $0.00 ($4.87) 4.87
916 | Tallahassee $2.87 $0.00 2.87
918 | Tampa $117.36 $0.00 117.36
930 | Titusville ($2.51) $0.00 (2.51)
966 | West Palm Beach $75.84 $0.00 75.84
999 | Not In A Tax Territory $0.00 $1,341.08 (1,341.08)
1000 | Invalid Police Officer Tax $89.09 $0.00 89.09
Code or None Listed
Totals $1,502.68 $1,502.68 0.00
Summary of | Number of Entries Over Allocated
Invalid
Firefighter
Tax Code
1000
171 8.98 1
316 73.83 7
None Listed 6.28 1
89.09




COMMENTS AND CORRECTIVE ACTION

Based on its review of the policy information of Capacity Insurance Company and the
1998 Report filed by the Company with the Florida Department of Revenue, the
Department has determined that the report filed with the Florida Department of Revenue
IS inaccurate. Errors were found in 295 or 29% of the 1,045 records reviewed
representing $8,932.08 and $1,502.68 in misallocated funds to individual Firefighters’

and Police Officers’ Pension Trust Funds, respectively.

Capacity Insurance Company is directed to take the following corrective actions:

1. File a corrected 1998 DR-908 report with the Florida Department of
Revenue.

2. Provide a copy of the corrected report to Florida Division of Retirement.

3. Modify procedures for preparing reports to the Florida Department of
Revenue to allow for accurate reporting.

4, Provide documentation that these corrective actions have been completed to

the Department of Insurance within 90 days of the issuance of this Report.
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