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VIA E-MAIL 

 
FWCJUA AUDIT COMMITTEE BULLETIN 07-07 
 
TO: 
 

Florida Workers’ Compensation Joint Underwriting Association, Inc. Audit Committee 
 

FROM: 
 

Laura S. Torrence, Executive Director 

DATE: 
 

November 27, 2007 

RE: NOVEMBER 30, 2007 AUDIT COMMITTEE TELECONFERENCE MEETING AGENDA  
 

 

BOARD OF GOVERNORS:  Charlie Clary, Chair;  Fred Bennett, Dan Dannenhauer, Rick Hodges, 
Bob Milligan, Claude Revels, Brett Stiegel, Beth Vecchioli, James Ward 

Enclosed for your review is the agenda for the FWCJUA Audit Committee teleconference meeting scheduled 
for Friday, November 30, 2007 at 1:00 p.m. (Eastern Time).  An operator will dial out to the following parties: 
 
 Fred Bennett  803-470-5009 

Bob Milligan  850-413-5980 
Beth Vecchioli  850-224-1585 
Jim Watford  850-413-5368 

 Andy Gray  850-521-3161 
 
All other parties please contact Kathy Coyne at (941) 378-7408, to participate in the teleconference. Should 
you have any questions concerning the teleconference call, or the agenda, please do not hesitate to contact 
me.   
 
c: FWCJUA Board of Governors 

Tom Maida, General Counsel 
 Jim Watford, Florida Office of Insurance Regulation 
 FWCJUA Interested Parties 

 



  
AGENDA FOR THE MEETING OF THE AUDIT COMMITTEE OF THE 

FLORIDA WORKERS’ COMPENSATION JOINT UNDERWRITING ASSOCIATION, INC. 
TO BE HELD ON FRIDAY, NOVEMBER 30, 2007 AT 1:00 P.M. VIA TELECONFERENCE 

 
 

I. CALL TO ORDER AND OPENING REMARKS     Fred Bennett 
 

II. ANTI-TRUST PREAMBLE (Attachment A)     Tom Maida 
 
III. REVIEW OF AUDIT COMMITTEE DUTIES (Attachment B)   Laura Torrence  

• Audit Committee Charter       Laura Lopez 
 
IV. ETHICS & SUNSHINE MATTERS      Laura Torrence 

• Code of Conduct (Attachment C)      Tom Maida 
• Conflict of Interest Policy (Attachment D) 

 
V. 2006 MARKET CONDUCT EXAM (Attachment E)    Laura Torrence 
 
VI. DRAFT JUNE 30, 2007 FINANCIAL AUDIT (Attachment F)   Laura Torrence 

Andy Gray 
 
VII. FEDERAL INCOME TAX EXEMPTION FILING UPDATE (Attachment G)  Laura Torrence 

Andy Gray 
 
VIII. PROCUREMENT (Attachment H)      Laura Torrence 

• Auditor Appointment Process      Laura Lopez 
 
IX. AUDIT COMMITTEE CHARTER PROCEDURES CHECKLIST (Attachment I) Laura Lopez 
 
X. GENERAL ANNOUNCEMENTS       Fred Bennett 
 
XI. ADJOURNMENT AND CLOSING REMARKS     Fred Bennett 
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NOVEMBER 30, 2007 FWCJUA AUDIT COMMITTEE MEETING AGENDA      ATTACHMENT A 
 

ANTI-TRUST PREAMBLE 
 

We are here to discuss and act on matters relating to the business of the Florida Workers’ Compensation 
Joint Underwriting Association (FWCJUA) and not to discuss or pursue the business interests of our 
individual funds or companies. 
 
We should proceed with caution and alertness towards the requirements and prohibitions of federal and state 
anti-trust laws. 
 
We should not engage in discussions – either at this meeting or in private conversations – of our individual 
fund’s or companies’ plans or contemplated activities.  We should concern ourselves only with the business 
of the Florida Workers’ Compensation Joint Underwriting Association as set forth in the agenda for this 
meeting. 
 
Only FWCJUA market matters may be discussed at the meeting and each fund’s or company’s voluntary 
market plans cannot be discussed. 
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NOVEMBER 30, 2007 FWCJUA AUDIT COMMITTEE MEETING AGENDA      ATTACHMENT B 

 
REVIEW OF AUDIT COMMITTEE DUTIES 

 
Section 8B. of the FWCJUA’s Seventh Amended Bylaws provides that the Audit Committee shall have the 
following duties: 
 

1. To recommend to the Board for its approval the appointment of a firm of independent certified public 
accountants (the "Auditors") to audit the accounts of the FWCJUA for the financial years in respect of 
which such appointment is made;   

 
2. To make, or cause to be made by the Auditors, such examinations or audits of the affairs and 

operations of the FWCJUA, of such scope, with such objects, and at such times or intervals as the 
committee may determine in its discretion or as may be ordered by the Board;  

 
3. To submit to the Board as soon as may be convenient following the conclusion of each examination 

or audit made by or at the discretion of the committee, a written report thereon;  
 
4. To review matters associated with internal control;  
 
5. To discharge its duties and responsibilities in accordance with the Audit Committee Charter, as 

adopted and from time to time amended by the Board;  
 
6. To provide oversight of the FWCJUA’s cooperation and communications with the Auditor General. 
 
7. To perform such other functions as may be reasonably related to the foregoing duties.   

 
Attached for the Committee’s perusal is the Audit Committee Charter as well as a new member orientation. 
 
No Committee action is required on this agenda item. 
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FWCJUA AUDIT COMMITTEE NEW MEMBER ORIENTATION 

 
I. FWCJUA AUDIT HISTORY (Note: The firm which completes the audit has also traditionally completed 

and filed the FWCJUA’s federal income tax return.)  
Arthur Anderson – 1994 
• 7 service providers 
• Unqualified ‘clean’ opinion 
• Audit adjustments necessary, resulted in restatement of annual statement 
• Internal control issues mentioned however by mid-1995 those issues had already been addressed 

 
Ernst & Young – 1995 
• 7 service providers 
• Unqualified ‘clean’ opinion 
• Audit adjustments necessary, resulted in restatement of the annual statement  
• Internal control issues mentioned however with internalization of the accounting function those 

issues were addressed  
 

Ernst & Young – 1996 
• Unqualified ‘clean’ opinion 
• 1 service provider 
• 1 recorded audit adjustment regarding federal income taxes and several minor unrecorded audit 

adjustments from past years  
• No internal control issues 

 
Ernst & Young – 1997, 1998, 1999, 2000 
• Unqualified ‘clean’ opinion 
• 1 service provider 
• No audit adjustments – recorded or unrecorded 
• No internal control issues 

 
Thomas Howell Ferguson – 2001, 2002, 2003, 2004, 2005, 2006 
• Unqualified ‘clean’ opinion 
• 1 service provider 
• No audit adjustments – recorded or unrecorded 
• No internal control issues 

 
Thomas Howell Ferguson – 2007 

 
I
 
I. FWCJUA APPROXIMATE ANNUAL AUDIT TIMELINE 

November – December: 
• Review of Internal Controls both at FWCJUA Office and Travelers 
• Initial Review using 3rd Quarter Statement 

 
February – March:  
• Onsite at FWCJUA office for further testing 
• Review and testing of Annual Statement 

 
April 1: 
• Audit completed and finalized (Note: Over the past few years, the audit has been expedited for 

delivery on March 1st to be available during the legislative session.  Also during 2007, there was a 
6/30 audit completed as a byproduct of legislation which may alter this year end’s timeline.) 

 
I
 
II. SARBANES – OXLEY  

In response to Sarbanes-Oxley, Thomas Howell Ferguson advised the audit committee to adopt a 
charter and to implement a code of conduct.  The Charter was adopted by the Board at its December 
2002 meeting and the charter procedures checklist and code of conduct were implemented in May of 
2003.  The checklist was implemented to ensure that the Audit Committee was meeting regularly and 

ccomplishing their duties and responsibilities.   a
 
As the original code of conduct was developed within the Audit Committee, the changes necessary to the 
code of conduct as a result of 2007 legislation will be reviewed first by the audit committee and then 
taken to the board to approval and implementation.  
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NOVEMBER 30, 2007 FWCJUA AUDIT COMMITTEE MEETING AGENDA      ATTACHMENT C 

 
ETHICS & SUNSHINE MATTERS 

 

Code of Conduct 
 
The Committee shall consider revisions to the FWCJUA’s Code of Business Conduct and Ethics policy that 
incorporate provisions of Senate Bill 1894 which became law effective July 1, 2007. 
 
Attached for the Committee’s review are copies of the proposed revised policy and Senate Bill 1894.  
Further, for background discussion purposes, also attached is a 2005 directive received from OIR’s 
Commissioner McCarty which relates to this general matter.   
 
The Committee shall formulate its recommendation to the Board for revisions to the FWCJUA’s Code of 
Business Conduct and Ethics policy. 
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EFFECTIVE JULY 1, 
2003_____________ 

 

TALL_164837.1164838.1 

 FLORIDA WORKERS COMPENSATION JOINT 
UNDERWRITING ASSOCIATION, INC. 

 
 
 
 
 

CODE OF BUSINESS CONDUCT AND ETHICS 
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INTRODUCTION 
  
 
This Code of Business Conduct and Ethics was developed by the Audit Committee of the Florida 
Workers’ Compensation Joint Underwriting Association, Inc. (the “FWCJUA”) and approved by 
the Board of Governors to provide guidance for all Board Members and Employees of the 
FWCJUA.  All FWCJUA personnel are expected to maintain high ethical standards of conduct 
and to comply fully with applicable laws and governmental regulations. Each Employee and 
Board Member should read this document carefully with a commitment to uphold these 
standards. All Employees and Board Members will receive or be provided with a copy of this 
Code and should read, understand and comply with this Code in all of the FWCJUA’s 
operations.   

Day-to-day observance of this Code will create an attractive, healthy working environment for 
all Employees consistent with the FWCJUA’s core values, and further project a positive image 
of the FWCJUA to consumers, suppliers and the public at large. 

This Code is not an employment contract.  By issuing this Code, the FWCJUA has not created 
any contractual rights. 

This Code is in addition to other detailed policies that the FWCJUA may adopt from time to 
time.  All Employees and Board Members should read, understand and comply with any 
applicable detailed policies. 

INTERPRETATION 
  
 
References herein to the “FWCJUA” mean the Florida Workers’ Compensation Joint 
Underwriting Association, Inc.; “Senior Management” means the Executive Director and the 
other Officers and Senior Managers as defined in the Plan of Operation; “Employees” means all 
employees of the FWCJUA, including, without limitation, the Executive Directormembers of 
Senior Management; and “Board Member” means a member of the Board of Governors of the 
FWCJUA. 

The FWCJUA’s Board of Governors is responsible for setting the standards of business conduct 
contained in this Code and updating these standards as it deems appropriate to reflect changes in 
the legal and regulatory framework applicable to the FWCJUA, the business practices within the 
FWCJUA’s industry, the FWCJUA’s own business practices, and the prevailing ethical 
standards of the communities in which the FWCJUA operates. Questions concerning specific 
application of this Code should be referred to your supervisor or the Executive Director. 

While this Code deals with major areas of concern, it cannot cover every situation which may 
arise.  Employees and Board Members are expected to exercise their own best judgment and 
discretion within the parameters of this Code, keeping in mind the high standards to which the 
FWCJUA is committed. 
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FWCJUA Code of Business Conduct and Ethics  
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REPORTING VIOLATIONS AND ENSURING COMPLIANCE 
  
 
Except as otherwise explicitly provided in this Code, if any Employee believes that this Code has 
been violated or the FWCJUA has or is about to violate a law or regulation, or an Employee 
believes that he or she is being asked to violate this Code or a law or regulation in the 
performance of duties for the FWCJUA, the matter should be promptly reported to the 
Employee’s supervisor or Executive Director. If for any reason the Employee is uncomfortable 
reporting such matter to his or her supervisor or the Executive Director, then the matters should 
be promptly reported to the Chairman of the Audit Committee, who will respond as promptly 
and discreetly as practicable with an appropriate investigation. 

Except as otherwise explicitly provided in this Code, if any Board Member believes that this 
Code has been violated or the FWCJUA has or is about to violate a law or regulation, or a Board 
Member believes that he or she is being asked to violate this Code or a law or regulation in the 
performance of duties for the FWCJUA, the matter should be promptly reported to the Chairman 
of the Audit Committee. 

Violations of the FWCJUA’s anti-harassment policy shall be reported as provided for in this 
Code under the “General Anti-Harassment Policy” section.   

Every Employee and Board Member shall cooperate in assuring that any violation of this Code is 
brought to the attention of the appropriate person. The FWCJUA will take appropriate steps to 
maintain the confidentiality of the reporting Employee’s or Board Member’s identity, to the 
extent that it can do so consistent with applicable law and the FWCJUA’s obligations to 
investigate and remedy the matter and, if appropriate, to report the matter to government 
officials.  To the extent permitted by applicable law, Employees may report violations of this 
Code on an anonymous basis. 

No retribution will be taken against an Employee or Board Member for reporting, in good faith, a 
violation or suspected violation, and any supervisor intimidating or imposing sanctions on any 
Employee or Board Member for reporting a matter in good faith will be disciplined. 

Based on the degree of responsibility of the Employee involved, compliance with this Code will 
be included in the Employee’s performance review. 

The Audit Committee of the FWCJUA’s Board of Governors is responsible for overseeing the 
interpretation and enforcement of this Code.  Subject to the Audit Committee’s ultimate 
authority: (i) the Executive Director will be responsible for monitoring the enforcement of this 
Code as it pertains to Employees at their location and (ii) the Audit Committee will be 
responsible for monitoring (a) enforcement of this Code and these procedures as they pertain to 
the FWCJUA’s Board Members and Executive Director, and (b) the steps taken by the Executive 
Director with respect to the enforcement of this Code.  If any questions regarding possible 
breaches or violations of this Code are not resolvable by the Audit Committee, such questions 
shall be referred to the General Counsel for legal guidance in resolving the possible breach or 
violation. 
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Upon request by the Board of Governors or promptly after an issue is raised that might constitute 
a breach of, or require a waiver of or change in this Code, the Executive Director or General 
Counsel will report to the Audit Committee concerning compliance with this Code and any 
breaches or violations or other ethical issues which may have occurred or been presented.  The 
Audit Committee shall consider all issues brought before it.  In instances where breaches or 
violations of this Code or other ethical issues may have been identified, the Executive Director or 
General Counsel may make such recommendation as may be appropriate to prevent a recurrence.  
The ultimate decision with respect to any such action will, however, be made by the Audit 
Committee. 

Only the Audit Committee may waive provisions of this Code with respect to Board Members 
and executive officersmembers of Senior Management of the FWCJUA, and only the Audit 
Committee may change any provision of this Code; provided, however, that no provision of this 
Code may be waived to the extent that the provision is otherwise imposed by applicable law or 
regulation. 

AnIn addition to the penalties otherwise provided by applicable laws and regulations, an 
Employee or Board Member found to have violated this Code will be subject to appropriate 
disciplinary action, ranging from warnings to possible termination or removal. 

Nothing in this Code should be interpreted or construed as limiting the ability of an Employee or 
Board Member to report violations of applicable laws or regulations to the Commission on 
Ethics, Office of Insurance Regulation, Department of Financial Services, or other appropriate 
regulatory authority where such reporting is otherwise required or permitted by law or 
regulation. 

COMPLIANCE WITH LAWS AND REGULATIONS GENERALLY 
              
 
The FWCJUA insists that its business be conducted in compliance in all material respects with 
all applicable laws and regulations.    

Effective July 1, 2007, Board Members and members of Senior Management are subject to the 
following provisions of the state Code of Ethics for Public Officers and Employees: 

• Section 112.313, standards of conduct. 

• Section 112.3135, restrictions on employment of relatives. 

• Section 112.3143, voting conflicts. 

• Section 112.3145, disclosure of financial interests. 

• Section 112.316, construction of code of ethics. 

• Section 112.317, penalties. 
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Any illegal action will be dealt with swiftly and violations will be reported to the proper 
authorities. Failure to obey fully all laws and regulations violates this Code and may expose both 
the FWCJUA and responsible Employees or Board Members to criminal or civil prosecution.   

If an Employee or a Board Member has any questions on specific laws, regulations or other legal 
issues, he or she should contact the FWCJUA’s General Counsel. 

FAIR DEALINGS WITH OTHERS 
  
 
Each Employee and Board Member of the FWCJUA should endeavor to deal fairly with the 
FWCJUA’s customers, suppliers, external advisers and employees.  None should take unfair 
advantage of anyone through manipulation, concealment, abuse of privileged information, 
misrepresentation of material facts or any other unfair-dealing practice. 

CORPORATE OPPORTUNITIES AND CONFLICTS OF INTEREST 
  
 
Employees and Board Members owe the FWCJUA a duty to advance the interests of the 
FWCJUA and its policyholders when the opportunity to do so arises.  As a result, Employees and 
Board Members are prohibited from taking personal advantage of certain business opportunities 
in which the FWCJUA may be interested.  This so-called “corporate opportunity doctrine” is 
complicated and it is not possible to clearly define all of the business opportunities which belong 
or could be of interest to the FWCJUA and what business opportunities may be taken advantage 
of personally by Employees or Board Members. The most common types of situations falling 
within this corporate opportunity doctrine prohibit Employees and Board Members from: (i) 
personally taking advantage of any business opportunity that typically would be pursued by, or 
would be of interest to, the FWCJUA; (ii) personally taking advantage of any other business 
opportunity that the FWCJUA may want to take advantage of if the opportunity is discovered 
using FWCJUA property, business contacts or information, or that the Employee becomes aware 
of because he or she works for the FWCJUA (or that a Board Member becomes aware of in his 
or her capacity as a director of the FWCJUA); or (iii) disadvantaging the FWCJUA. If an 
Employee or Board Member has any question regarding whether this corporate opportunity 
doctrine applies to any potential business opportunity, he or she should consult with the 
FWCJUA’s General Counsel. 

CONFLICTS OF INTEREST 
  
 
Although Employees are free to participate in outside activities, it is important that Employees 
not engage in any activity that is (or could appear to be) a conflict between their own personal or 
business interests and the FWCJUA’s best interests.  Examples of conflicts of interest include: 

i Being a consultant to, or a director, officer or employee of, or otherwise operating an 
outside business: 

i that supplies products or services to the FWCJUA; or 
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i that purchases products or services from the FWCJUA. 

i Having any financial interest, including stock ownership, in any such outside 
business that might create or give the appearance of a conflict of interest. 

i Seeking or accepting any personal loan or services from any such outside business, 
except from financial institutions or service providers offering similar loans or 
services to third parties under similar terms in the ordinary course of their respective 
businesses. 

i Being a consultant to, or a director, officer or employee of, or otherwise operating an 
outside business if the demands of the outside business would interfere with the  
Employee’s responsibilities with the FWCJUA, without the express written 
permission of the Chair of the Board. 

i Accepting any personal loan or guarantee of obligations from the FWCJUA 

i Using the FWCJUA’s property, information or position for personal gain. 

Actual or potentially conflicting interests (including but not limited to any material transaction or 
relationship that reasonably could be expected to give rise to a conflicting interest) must be 
reported to the Executive Director or the Audit Committee.   

A Board Member or member of Senior Management may not, on behalf of the FWCJUA, 
purchase or lease property, goods, or services from an entity in which the Board Member or 
member of Senior Management (or his or her spouse or child) owns more than a 5% interest. In 
addition, a Board Member or member of Senior Management, acting in a private capacity, may 
not sell or lease property, goods, or services to the FWCJUA. 

A Board Member or member of Senior Management may not have any employment or 
contractual relationship with a business entity that does business with the FWCJUA, and may not 
have any employment or contractual relationship that creates a continuing or frequently recurring 
conflict between the Board Member’s or member of Senior Management’s private interests and 
public duties that would impede the full and faithful discharge of the Board Member’s or 
member of Senior Management’s public duties. 

These prohibitions do not apply in the following situations: 

i When the business is rotated among all qualified suppliers 

i When the business is awarded by competitive bid and the person did not attempt to 
influence the outcome. In this case the person must file with the Commission on 
Ethics a disclosure of the interest before the bid is submitted. Commission on Ethics 
Form 3A is used for this disclosure 

i When the transaction is for legal advertising, utility services, or passage on a 
common carrier. 

i When an emergency purchase is necessary for the public health, safety, or welfare. 
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i When the business entity is the only source of the property, goods, or services. In this 
case the person must file with the Commission on Ethics a disclosure of his or her 
interest. Commission on Ethics Form 4A is used for this disclosure. 

i When the aggregate of the transactions does not exceed $500 in a calendar year. 

i When the business is the deposit of FWCJUA funds in a bank in which the Board 
Member or member of Senior Management is an officer, director, or stockholder, 
provided that there is a record showing that the FWCJUA has determined that the 
Board Member or member of Senior Management did not favor his or her bank over 
other banks. 

i When the person purchases goods or services in a private capacity on terms available 
to similarly situated members of the public. 

An FWCJUA-specific prohibition restricts the ability of certain persons to serve on the Board. 
An employee, officer, owner, or director of an insurance agency, insurer, or other insurance 
entity cannot be a Board Member if the insurance agency, insurer, or other insurance entity or an 
affiliate provides policy issuance, policy administration, underwriting, claims handling, or 
payroll audit services to the FWCJUA. 

All Employees and prospective Employees must file a signed statement with the FWCJUA 
attesting that the Employee or prospective Employee does not have a conflict of interest as 
defined by law. Employees must file the statement annually on or before July 1, and prospective 
Employees must file the statement before beginning employment. “Conflict of interest” is 
defined as “a situation in which in which regard for a private interest tends to lead to disregard of 
a public duty or interest.” 

MISUSE OF PUBLIC POSITION 
  
 
A Board Member or member of Senior Management may not “corruptly use or attempt to use” 
his or her official position or resources to secure a special privilege or benefit for himself or 
herself or for others. 

A Board Member, member of Senior Management or a former Board Member or member of 
Senior Management may not disclose or use information obtained by virtue of his or her official 
position and unavailable to the general public for his or her personal gain or benefit or for the 
gain or benefit of another. This prohibition does not apply to information relating exclusively to 
governmental practices. 

POST-SERVICE RESTRICTIONS 
  
 
A former Board Member may not represent a person for compensation before the Board for a 
period of two years following vacation of office. 
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A former member of Senior Management may not represent a person for compensation before 
the FWCJUA for a period of two years following vacation of position. 

VOTING CONFLICTS 
  
 
A Board Member may not participate in or vote on a matter if the Board Member’s insurance 
agency, insurance company, or other insurance entity would obtain a special or unique benefit 
that would not apply to other similarly situated insurance entities. 

In addition to this FWCJUA-specific prohibition, the state Code of Ethics for Public Officers and 
Employees provides other limitations on the ability of Board Members to vote on or participate 
in certain matters. 

Except as provided above, a Board Member is not prohibited from voting on any measure, but 
when the measure would inure to the “special private gain or loss” of the Board Member or a 
relative (parent, child, spouse, sibling, or in-law) of the Board Member, a business associate of 
the Board Member, or a principal who has retained the Board Member, the voting conflict must 
be disclosed by filing a disclosure with the person responsible for the minutes of the meeting 
within 15 days after the vote. Commission on Ethics Form 8A is used for this disclosure. The 
disclosure must be incorporated into the minutes of the meeting. 

A Board Member may not participate in a matter that would inure to the “special private gain or 
loss” of the Board Member or a relative (parent, child, spouse, sibling, or in-law) of the Board 
Member, a business associate of the Board Member, or a principal who has retained the Board 
Member, unless the Board Member files advance notice of the conflict with the person 
responsible for the minutes of the meeting. Commission on Ethics Form 8B is used for this 
disclosure. The disclosure must be incorporated into the minutes of the meeting. In some 
circumstances, the disclosure may instead be made orally at the meeting. 

There are no hard and fast rules for determining whether a decision inures to a person’s “special 
private gain or loss,” but the Commission on Ethics has developed guidelines. In general, an 
action creates a special private gain or loss if it has a greater impact on the Board Member (or the 
Board Member’s relative, business associate, or principal) than on other similarly situated 
persons. The Commission on Ethics has applied several tests: 

i Remote and speculative. A special private gain or loss is deemed not to exist if there 
was uncertainty at the time of the vote as to whether there would be any gain or loss 
to the public officer. 

i Size of class. Where the class of persons potentially affected is large, special private 
gain or loss exists only if there are circumstances unique to the officer under which 
he or she stands to gain or lose more than other members of the class, but when the 
class is small, special gain or loss is more likely to be found. Where the officer’s 
interest involves less than 1% of the class, the impact is deemed to be general rather 
than special. 
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i Preliminary or procedural motions. There is no special private gain or loss involved 
in preliminary or procedural motions. 

For purposes of the restrictions on participation, the term “participation” is defined to include 
any attempt to influence a decision by oral or written communication, made either by the Board 
Member or by another at the direction of the Board Member. 

FINANCIAL DISCLOSURES 
  
 
Board Members and members of Senior Management must file the statement of financial 
interests required by section 112.3145, Florida Statutes (Commission on Ethics Form 1), no later 
than July 1 of each year. Disclosure of financial interests under section 112.3145 is not as 
extensive and specific as the disclosures required of elected officials and certain other persons 
under Article II, Section 8 of the Florida Constitution. 

Form 1 must be filed both with the Commission on Ethics and with the Office of Insurance 
Regulation. 

Board Members and members of Senior Management must file a final statement (Commission 
on Ethics Form 1F) within 60 days after leaving office or employment. 

Newly employed members of Senior Management and newly appointed Board Members must 
file Form 1 within 30 days after the beginning of employment or the date of appointment. 

NEPOTISM 
  
 
Except in the case of emergencies, a Board Member or member of Senior Management may not 
appoint, employ, promote, or advance a relative in or to a position in the FWCJUA, and may not 
advocate the appointment, employment, promotion, or advancement of a relative in or to a 
position in the FWCJUA. 

For purposes of this prohibition, “relative” includes parents, children, siblings, spouses, in-laws, 
aunts, uncles, nieces, nephews, first cousins, step-parents, step-children, step-siblings, and half-
siblings. 

USE OF FWCJUA PROPERTY 
  
 
Use of FWCJUA property or services for personal benefit is prohibited. When an Employee uses 
FWCJUA property, it must be for valid corporate purposes and, except as described below, 
exclusively for the FWCJUA’s benefit or in accordance with the FWCJUA Market Assistance 
Plan. 

FWCJUA property includes far more than many people realize. In addition to physical plants, 
equipment, computers, software, inventory, corporate funds and office supplies, FWCJUA 
property includes the following: technologies, concepts, intellectual property, product 
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development strategies and projects, business strategies and plans, policyholder lists, personnel 
data, FWCJUA phone directories, organization charts, product cost data, product pricing, 
financial data and all other proprietary information about the FWCJUA’s business and 
Employees. 

All of the FWCJUA’s information systems, including communications systems, magnetic media, 
e-mail, voice mail, and Intranet, Extranet and Internet access systems are the FWCJUA’s 
property and generally must be used only for business activities. Incidental personal use is 
permissible as long as it does not consume more than a trivial amount of resources, does not 
interfere with productivity, does not preempt any business activity, is otherwise appropriate and 
reasonable and is consistent with the FWCJUA’s business values and this Code. The FWCJUA 
reserves the right at any time to access, read, monitor, inspect and disclose the contents of, 
postings to and downloads from all of the FWCJUA’s information systems. 

No one may use the FWCJUA’s information systems at work to access, view, post, store, 
transmit, download, or distribute any profane, obscene, derogatory, harassing, offensive or 
inappropriate materials.  Additionally, no Employee may use these systems to send FWCJUA 
information or copyrighted documents that are not authorized for transmittal or reproduction. 

EQUAL EMPLOYMENT OPPORTUNITY AND AFFIRMATIVE ACTION POLICY 
  
 
It is the FWCJUA’s policy to employ and advance in employment qualified persons without 
discrimination against any Employee or applicant for employment because of gender, race, color, 
national origin, religion, sex, physical or mental disability, national origin, age over 40, or status 
as a special disabled veteran, veteran of the Vietnam era, or other covered veteranage, disability, 
or any other legally protected class or characteristic protected by applicable law.  This policy 
applies throughout the FWCJUA at all levels. 

To effectuate its commitment to this policy, the FWCJUA will continue to undertake the 
following: 

1. The FWCJUA will recruit, hire, train, and promote qualified persons in all job titles, and 
ensure that all other personnel actions are administered without regard togender, race, 
color, religion, sex, national origin, religion, age, disability, age over 40, status as a 
special disabled veteran, Vietnam era veteran or other covered veteran, or any other 
legally protected class or characteristic protected by applicable law. 

2. The FWCJUA will make all employment decisions based on valid job requirements and 
qualifications. 

3. The FWCJUA will ensure that all personnel actions, such as compensation, benefits, 
transfers, layoffs, return from layoff, FWCJUA-sponsored training, education, and social 
and recreational programs, will be administered without regard togender, race, color, 
religion, sex, national origin, religion, age, disability, age over 40, status as a special 
disabled veteran, Vietnam era veteran or other covered veteran, or any other legally 
protected class or characteristic protected by applicable law. 
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4. The FWCJUA strictly prohibits any harassment, intimidation or other hostile working 
conditions that are based ongender, race, color, religion, sex, national origin, religion, 
age, disability, age over 40, status as a special disabled veteran, Vietnam era veteran or 
other covered veteran, or any other legally protected class or characteristic protected by 
applicable law.  

5. Employees and applicants shall not be subjected to harassment, intimidation, threats, 
coercion, discrimination or other types of retaliation because they have engaged in or 
may engage in any protected activity or exercised any protected right under applicable 
equal employment opportunity laws. 

Overall responsibility for the implementation of the FWCJUA’s equal employment opportunity 
policy is assigned to the Executive Director.  He or she will audit the implementation of the 
FWCJUA’s commitment to this equal employment opportunity policy and, when requested, will 
report to the Board of Governors of the FWCJUA on progress toward maintaining the objectives 
of this policy. 

GENERAL ANTI-HARASSMENT POLICY 
  
 
The FWCJUA expects the workplace to be free from physical, psychological, verbal and 
nonverbal harassment based on any legally protected characteristic. These protected 
characteristics may include, but are not limited to, an individual’s gender, race, color, national 
origin, religion, age, ancestry, disability, veteran status or use of family medical leave or 
workers’ compensation benefitsor any other legally protected class or characteristic.  Therefore, 
the FWCJUA strictly prohibits all forms of harassment based on these or any other characteristic 
protected by applicable law.  This policy applies to Employees, Board Members, vendors, 
customers and visitors. 

Harassment may exist: 

i When submission to such conduct is implicitly or expressly made a term or condition 
of employment; 

i When submission to or rejection of such conduct is used as a basis for any 
employment decisions; or 

i When such conduct results in creating an intimidating, hostile, threatening or 
offensive working environment. 

Examples of conduct prohibited under this policy include, but are not limited to, the following: 

i Unwelcome sexual advances, requests for sexual favors or physical conduct of a 
sexual nature such as touching or brushing up against another or making derogatory 
comments. 
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i Unwelcome verbal or non-verbal conduct or visual displays of a sexual, offensive or 
discriminating manner, such as posters, calendars, photographs, cartoons, graffiti, 
websites, computer screen savers or other offensive graphic displays. 

i Making submission to or rejection of harassment the basis of any employment 
decision. 

i Unprofessional comments in any work environment based on an individual’s 
protected characteristic(s). 

i Insults, name calling or slurs based on an individual’s protected characteristic(s). 

i Jokes or other remarks that are sexual or offensive in nature or demeaning to an 
individual’s protected characteristic(s). 

i Physical, verbal or psychological abuse based on an individual’s protected 
characteristic(s) such as stereotyping, name calling, assaulting, sabotaging, 
segregating or threatening any individual in the workplace. 

This or similar conduct is offensive and inappropriate in the work place. The FWCJUA will not 
tolerate any forms of harassment, whether by a supervisor or by any other Employee. 

Complaints of harassment will be promptly and impartially investigated. An Employee found to 
have harassed another Employee will be subject to appropriate disciplinary action, ranging from 
warnings to possible termination of employment.  Any Employee who believes that he or she has 
been the subject of harassment or has witnessed harassment is required to report this immediately 
to his or her supervisor, or to the Executive Director.  If a complaint involves a supervisor or 
other management official, the report shall be directed to the Chairman of the Audit Committee. 
Except where circumstances arise in which others may have to be informed, complaints will 
remain confidential so as to protect the confidentiality of the Employee who files a complaint, to 
encourage the reporting of any incidents of harassment, and to protect the reputation of any 
Employee wrongfully charged with harassment.  Pending full investigation and resolution of the 
complaint, interim measures may be taken, such as separating Employees. 

The FWCJUA further prohibits and will not tolerate any form of retaliation against any 
Employee for making a complaint in good faith or cooperating in the investigation of a 
complaint. If any Employee believes that he or she is experiencing any such retaliation, the 
Employee must report that promptly to the Executive Director or Chair of the Audit Committee. 

ACCURACY, RETENTION AND DISPOSAL OF RECORDS 
  
 
Each Employee is responsible for maintaining accurate and reasonably detailed documents, 
reports and other records. No one may falsify or improperly alter any information contained in 
the FWCJUA’s records. 

With certain exceptions, the FWCJUA’s records are subject to the provisions of Chapter 119, 
Florida Statutes, which requires the FWCJUA to make its records available for public inspection 
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and copying. An Employee must notify the Executive Director immediately upon receiving a 
request for any FWCJUA records. Questions about complying with public records requests under 
Chapter 119, Florida Statutes, should be resolved with the advice and counsel of the FWCJUA’s 
General Counsel. 

Good business practice requiresand various laws and regulations require that certain FWCJUA 
records be retained for various time periods.  Often, these are required by law, and itIt is the 
responsibility of each Employee to ensure that records are retained in compliance with applicable 
document retention policies established from time to time by the FWCJUA in compliance with 
applicable laws. Documents that need not be kept should be disposed of in compliance with 
FWCJUA policies.  Where litigation or a government investigation is likely or ongoing, records 
may not be destroyed until the Executive Director or the FWCJUA’s General Counsel advises 
that the matter has been concluded. 

For questions about record retention, contact the Executive Director or the FWCJUA’s General 
Counsel, particularly if any litigation, investigation, or administrative action is (or may be) 
threatened or pending. 

ACCOUNTING PRACTICES 
  
 
Employees and Board Members must comply with the FWCJUA’s accounting rules and controls 
and with statutory accounting practices, and must cooperate fully with the FWCJUA’s internal 
and external auditors. All funds, assets, transactions and payments must be accurately reflected 
and no false or misleading entries may be made on corporate records.   

Payments for goods and services provided to the FWCJUA must be payable to the person or 
company legally entitled to receive payment.  All invoices must accurately reflect the items and 
services being purchased or sold and the prices being paid. Except in rare instances, no payment 
may be made to a party in a country other than the one in which the party resides, maintains a 
place of business, or has delivered the goods or provided the services for which payment is 
made. 

POLITICAL CONTRIBUTIONS 
  
 
While the FWCJUA encourages individual participation in the political process, no Employee 
should create the impression of speaking or acting on the FWCJUA’s behalf without specific 
authorization.  It is up to each Employee to abide by all laws relating to political contributions, 
and to make such contributions as individuals, not as representatives of the FWCJUA. 
Employees cannot contribute any FWCJUA money, property, time, or services (directly or 
indirectly) to any political candidate or political party. 

LOBBYING AND LEGISLATIVE CONTACTS 
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There may be instances where the Employees’ collective experience may be helpful to the 
political and legislative processes. In those cases, the FWCJUA, through its senior management, 
may publicly offer recommendations about laws or governmental actions and take public 
positions on issues that affect the FWCJUA’s business. 

Under some circumstances, a written or personal contact with a government official may subject 
the person making the contact or the FWCJUA to registration and reporting requirements under 
applicable lobbying laws. An Employee intending to contact a government official regarding any 
attempt to propose, defeat or modify any law, regulation or rule affecting the FWCJUA should 
clear such activity in advance with the Executive Director and the FWCJUA’s General Counsel 
for determination whether such conduct would require registration or reporting under applicable 
lobbying laws. 

BUSINESS WITH GOVERNMENTS AND OFFICIALS 
  
 
Employees and Board Members must never make improper gifts or payments, such as bribes or 
kickbacks, in any way in connection with the FWCJUA’s business. Gifts or payments to or for 
the personal benefit of a governmental official or to or for the personal benefit of an employee of 
one of the FWCJUA’s policyholders or suppliers are clearly improper.  Indirect transactions, 
such as payments of commissions to a producer or sales representative on the understanding that 
he or she will pay a bribe or kickback to an employee of a policyholder, are also prohibited. 

GIFTS AND GRATUITIES 
  
 
Employees and Board Members should avoid any relationship, activity or investment that might 
conflict with their responsibilities to the FWCJUA or impair their abilities to act independently 
in the best interests of the FWCJUA. For example, Employees and Board Members should not 
accept significant gifts, entertainment, favors or other gratuities from persons doing business or 
seeking to do business with the FWCJUA. Acceptance of gratuities having only nominal value, if 
consistent with local business custom and practice, is permissible.  Except as explicitly permitted 
by FWCJUA policies, no Employee should give or receive gifts of cash. 

A Board Member or member of Senior Management is prohibited from soliciting or accepting 
any thing of value based on the understanding that his or her official actions will be influenced.  

In addition to this general limitation on gifts, the legislature has created a gift ban applicable 
specifically to the FWCJUA. Under the FWCJUA gift ban, no Employee or Board Member may 
knowingly accept, directly or indirectly, any thing of value from a person or entity that has a 
contractual relationship with the FWCJUA or is under consideration for a contract, or from their 
employees or representatives. The term “directly or indirectly” is intended to prevent evasion. 
For example, a gift received by the spouse of an Employee can be expected to be treated the 
same as a gift received directly by the Employee. 

There is no “de minimis” exception for low-value gifts. 
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 I acknowledge that I have read and understand the foregoing Code of Business 
Conduct and Ethics, and certify that I will comply with its terms and conditions. 

 

       DATED: ____________________________ 

 

_____________________________________ 
       (Signature) 

       _____________________________________ 
       (Print or type name) 
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    2007 Legislature                  CS for CS for CS for SB 1894

 1                                 

 2         An act relating to the Florida Workers'

 3         Compensation Joint Underwriting Association,

 4         Inc.; amending s. 627.311, F.S.; providing

 5         requirements for the joint underwriting plan of

 6         insurers which operates as the association;

 7         revising the membership of the board of

 8         governors that oversees operation of the joint

 9         underwriting plan; revising restrictions on who

10         may serve on the board; providing for the

11         continuous review of the plan; requiring that

12         the market-assistance plan be periodically

13         reviewed and updated; providing guidelines for

14         procurement of goods and services, including

15         legal services; authorizing the use of surplus

16         funds of former plan C; requiring that excess

17         funds received by the plan be returned to the

18         state; providing for the applicability of

19         specified statutes regulating ethical

20         standards; requiring annual statements by plan

21         employees certifying that they do not have

22         conflicts of interest; prescribing limits on

23         representing persons or entities before the

24         plan by former senior managers or officers of

25         the plan; prohibiting any part of the plan's

26         income from inuring to the benefit of a private

27         individual; prohibiting employees and board

28         members from accepting expenditures from a

29         person or an entity; providing applicability;

30         requiring periodic comprehensive market

31         examinations; prescribing the disposition of

                                  1
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 1         assets of the plan upon dissolution; requiring

 2         that the plan submit a request for an Internal

 3         Revenue Service letter concerning the plan's

 4         eligibility as a tax-exempt entity; providing

 5         an effective date.

 6  

 7  Be It Enacted by the Legislature of the State of Florida:

 8  

 9         Section 1.  Subsections (5), (6), and (7) of section

10  627.311, Florida Statutes, are amended to read:

11         627.311  Joint underwriters and joint reinsurers;

12  public records and public meetings exemptions.--

13         (5)(a)  The office shall, after consultation with

14  insurers, approve a joint underwriting plan of insurers which

15  shall operate as the Florida Workers' Compensation Joint

16  Underwriting Association, Inc., a nonprofit entity. For the

17  purposes of this subsection, the term "insurer" includes group

18  self-insurance funds authorized by s. 624.4621, commercial

19  self-insurance funds authorized by s. 624.462, assessable

20  mutual insurers authorized under s. 628.6011, and insurers

21  licensed to write workers' compensation and employer's

22  liability insurance in this state. The purpose of the plan is

23  to provide workers' compensation and employer's liability

24  insurance to applicants who are required by law to maintain

25  workers' compensation and employer's liability insurance and

26  who are in good faith entitled to but who are unable to

27  procure such insurance through the voluntary market. Except as

28  provided herein, the plan must have actuarially sound rates

29  that ensure that the plan is self-supporting.

30         (b)  The operation of the plan is subject to the

31  supervision of a 9-member board of governors. Each member
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 1  described in subparagraph 1., subparagraph 2., subparagraph

 2  3., or subparagraph 5. shall be appointed by the Financial

 3  Services Commission and shall serve at the pleasure of the

 4  commission. The board of governors shall be comprised of:

 5         1.  Three members appointed by the Financial Services

 6  Commission. Each member appointed by the commission shall

 7  serve at the pleasure of the commission;

 8         1.2.  Two representatives of the 20 domestic insurers,

 9  as defined in s. 624.06(1), having the largest voluntary

10  direct premiums written in this state for workers'

11  compensation and employer's liability insurance who, which

12  shall be appointed by the commission from a list of five

13  nominees for each vacancy submitted elected by those 20

14  domestic insurers. The commission may reject all of the

15  nominees recommended for a position and request that the

16  insurers submit a new list of five different recommended

17  nominees for the position who have not previously been

18  recommended by the insurers;

19         2.3.  Two representatives of the 20 foreign insurers as

20  defined in s. 624.06(2) having the largest voluntary direct

21  premiums written in this state for workers' compensation and

22  employer's liability insurance who, which shall be appointed

23  by the commission from a list of five nominees for each

24  vacancy submitted elected by those 20 foreign insurers. The

25  commission may reject all of the nominees recommended for a

26  position and request that the insurers submit a new list of

27  five different recommended nominees for the position who have

28  not previously been recommended by the insurers;

29         3.4.  One representative of person appointed by the

30  largest property and casualty insurance agents' association in

31  this state who shall be appointed by the commission from a
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 1  list of five nominees for each vacancy submitted by the

 2  association. The commission may reject all of the nominees

 3  recommended for a position and request that the association

 4  submit a new list of five different recommended nominees for

 5  the position who have not previously been recommended by the

 6  association; and

 7         4.5.  The consumer advocate appointed under s. 627.0613

 8  or the consumer advocate's designee; and.

 9         5.  Three other persons appointed by the commission.

10  

11  Each board member shall be appointed to serve a 4-year term

12  and may be appointed to serve consecutive terms. A vacancy on

13  the board shall be filled in the same manner as the original

14  appointment for the unexpired portion of the term. The

15  Financial Services Commission shall designate a member of the

16  board to serve as chair. No board member shall be an insurer

17  which provides services to the plan or which has an affiliate

18  which provides services to the plan or which is serviced by a

19  service company or third-party administrator which provides

20  services to the plan or which has an affiliate which provides

21  services to the plan. The meetings and records minutes,

22  audits, and procedures of the board of governors and plan are

23  subject to chapters chapter 119 and 286, unless otherwise

24  exempted by law.

25         (c)  The operation of the plan shall be governed by a

26  plan of operation that is prepared at the direction of the

27  board of governors and approved by order of the office. The

28  plan is subject to continuous review by the office. The office

29  may, by order, withdraw approval of all or part of a plan if

30  the office determines that conditions have changed since

31  approval was granted and that the purposes of the plan require
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 1  changes in the plan. The plan of operation may be changed at

 2  any time by the board of governors or upon request of the

 3  office. The plan of operation and all changes thereto are

 4  subject to the approval of the office. The plan of operation

 5  shall:

 6         1.  Authorize the board to engage in the activities

 7  necessary to implement this subsection, including, but not

 8  limited to, borrowing money.

 9         2.  Develop criteria for eligibility for coverage by

10  the plan, including, but not limited to, documented rejection

11  by at least two insurers which reasonably assures that

12  insureds covered under the plan are unable to acquire coverage

13  in the voluntary market.

14         3.  Require notice from the agent to the insured at the

15  time of the application for coverage that the application is

16  for coverage with the plan and that coverage may be available

17  through an insurer, group self-insurers' fund, commercial

18  self-insurance fund, or assessable mutual insurer through

19  another agent at a lower cost.

20         4.  Establish programs to encourage insurers to provide

21  coverage to applicants of the plan in the voluntary market and

22  to insureds of the plan, including, but not limited to:

23         a.  Establishing procedures for an insurer to use in

24  notifying the plan of the insurer's desire to provide coverage

25  to applicants to the plan or existing insureds of the plan and

26  in describing the types of risks in which the insurer is

27  interested. The description of the desired risks must be on a

28  form developed by the plan.

29         b.  Developing forms and procedures that provide an

30  insurer with the information necessary to determine whether

31  
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 1  the insurer wants to write particular applicants to the plan

 2  or insureds of the plan.

 3         c.  Developing procedures for notice to the plan and

 4  the applicant to the plan or insured of the plan that an

 5  insurer will insure the applicant or the insured of the plan,

 6  and notice of the cost of the coverage offered; and developing

 7  procedures for the selection of an insuring entity by the

 8  applicant or insured of the plan.

 9         d.  Provide for a market-assistance plan to assist in

10  the placement of employers. All applications for coverage in

11  the plan received 45 days before the effective date for

12  coverage shall be processed through the market-assistance

13  plan. A market-assistance plan specifically designed to serve

14  the needs of small, good policyholders as defined by the board

15  must be reviewed and updated periodically finalized by January

16  1, 1994.

17         5.  Provide for policy and claims services to the

18  insureds of the plan of the nature and quality provided for

19  insureds in the voluntary market.

20         6.  Provide for the review of applications for coverage

21  with the plan for reasonableness and accuracy, using any

22  available historic information regarding the insured.

23         7.  Provide for procedures for auditing insureds of the

24  plan which are based on reasonable business judgment and are

25  designed to maximize the likelihood that the plan will collect

26  the appropriate premiums.

27         8.  Authorize the plan to terminate the coverage of and

28  refuse future coverage for any insured that submits a

29  fraudulent application to the plan or provides fraudulent or

30  grossly erroneous records to the plan or to any service

31  
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 1  provider of the plan in conjunction with the activities of the

 2  plan.

 3         9.  Establish service standards for agents who submit

 4  business to the plan.

 5         10.  Establish criteria and procedures to prohibit any

 6  agent who does not adhere to the established service standards

 7  from placing business with the plan or receiving, directly or

 8  indirectly, any commissions for business placed with the plan.

 9         11.  Provide for the establishment of reasonable safety

10  programs for all insureds in the plan. All insureds of the

11  plan must participate in the safety program.

12         12.  Authorize the plan to terminate the coverage of

13  and refuse future coverage to any insured who fails to pay

14  premiums or surcharges when due; who, at the time of

15  application, is delinquent in payments of workers'

16  compensation or employer's liability insurance premiums or

17  surcharges owed to an insurer, group self-insurers' fund,

18  commercial self-insurance fund, or assessable mutual insurer

19  licensed to write such coverage in this state; or who refuses

20  to substantially comply with any safety programs recommended

21  by the plan.

22         13.  Authorize the board of governors to provide the

23  goods and services required by the plan through staff employed

24  by the plan, through reasonably compensated service providers

25  who contract with the plan to provide services as specified by

26  the board of governors, or through a combination of employees

27  and service providers.

28         a.  Purchases that equal or exceed $2,500 but are less

29  than or equal to $25,000, shall be made by receipt of written

30  quotes, telephone quotes, or informal bids, whenever

31  practical. The procurement of goods or services valued over
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 1 $25,000 are subject to competitive solicitation, except in

 2  situations in which the goods or services are provided by a

 3  sole source or are deemed an emergency purchase, or the

 4  services are exempted from competitive-solicitation

 5  requirements under s. 287.057(5)(f). Justification for the

 6  sole-sourcing or emergency procurement must be documented.

 7  Contracts for goods or services valued at or over $100,000 are

 8  subject to board approval.

 9         b.  The board shall determine whether it is more

10  cost-effective and in the best interests of the plan to use

11  legal services provided by in-house attorneys employed by the

12  plan rather than contracting with outside counsel. In making

13  such determination, the board shall document its findings and

14  shall consider the expertise needed; whether time commitments

15  exceed in-house staff resources; whether local representation

16  is needed; the travel, lodging, and other costs associated

17  with in-house representation; and such other factors that the

18  board determines are relevant.

19         14.  Provide for service standards for service

20  providers, methods of determining adherence to those service

21  standards, incentives and disincentives for service, and

22  procedures for terminating contracts for service providers

23  that fail to adhere to service standards.

24         15.  Provide procedures for selecting service providers

25  and standards for qualification as a service provider that

26  reasonably assure that any service provider selected will

27  continue to operate as an ongoing concern and is capable of

28  providing the specified services in the manner required.

29         16.  Provide for reasonable accounting and

30  data-reporting practices.

31  
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 1         17.  Provide for annual review of costs associated with

 2  the administration and servicing of the policies issued by the

 3  plan to determine alternatives by which costs can be reduced.

 4         18.  Authorize the acquisition of such excess insurance

 5  or reinsurance as is consistent with the purposes of the plan.

 6         19.  Provide for an annual report to the office on a

 7  date specified by the office and containing such information

 8  as the office reasonably requires.

 9         20.  Establish multiple rating plans for various

10  classifications of risk which reflect risk of loss, hazard

11  grade, actual losses, size of premium, and compliance with

12  loss control. At least one of such plans must be a

13  preferred-rating plan to accommodate small-premium

14  policyholders with good experience as defined in

15  sub-subparagraph 22.a.

16         21.  Establish agent commission schedules.

17         22.  For employers otherwise eligible for coverage

18  under the plan, establish three tiers of employers meeting the

19  criteria and subject to the rate limitations specified in this

20  subparagraph.

21         a.  Tier One.--

22         (I)  Criteria; rated employers.--An employer that has

23  an experience modification rating shall be included in Tier

24  One if the employer meets all of the following:

25         (A)  The experience modification is below 1.00.

26         (B)  The employer had no lost-time claims subsequent to

27  the applicable experience modification rating period.

28         (C)  The total of the employer's medical-only claims

29  subsequent to the applicable experience modification rating

30  period did not exceed 20 percent of premium.

31  
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 1         (II)  Criteria; non-rated employers.--An employer that

 2  does not have an experience modification rating shall be

 3  included in Tier One if the employer meets all of the

 4  following:

 5         (A)  The employer had no lost-time claims for the

 6  3-year period immediately preceding the inception date or

 7  renewal date of the employer's coverage under the plan.

 8         (B)  The total of the employer's medical-only claims

 9  for the 3-year period immediately preceding the inception date

10  or renewal date of the employer's coverage under the plan did

11  not exceed 20 percent of premium.

12         (C)  The employer has secured workers' compensation

13  coverage for the entire 3-year period immediately preceding

14  the inception date or renewal date of the employer's coverage

15  under the plan.

16         (D)  The employer is able to provide the plan with a

17  loss history generated by the employer's prior workers'

18  compensation insurer, except if the employer is not able to

19  produce a loss history due to the insolvency of an insurer,

20  the receiver shall provide to the plan, upon the request of

21  the employer or the employer's agent, a copy of the employer's

22  loss history from the records of the insolvent insurer if the

23  loss history is contained in records of the insurer which are

24  in the possession of the receiver. If the receiver is unable

25  to produce the loss history, the employer may, in lieu of the

26  loss history, submit an affidavit from the employer and the

27  employer's insurance agent setting forth the loss history.

28         (E)  The employer is not a new business.

29         (III)  Premiums.--The premiums for Tier One insureds

30  shall be set at a premium level 25 percent above the

31  comparable voluntary market premiums until the plan has
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 1  sufficient experience as determined by the board to establish

 2  an actuarially sound rate for Tier One, at which point the

 3  board shall, subject to paragraph (e), adjust the rates, if

 4  necessary, to produce actuarially sound rates, provided such

 5  rate adjustment shall not take effect prior to January 1,

 6  2007.

 7         b.  Tier Two.--

 8         (I)  Criteria; rated employers.--An employer that has

 9  an experience modification rating shall be included in Tier

10  Two if the employer meets all of the following:

11         (A)  The experience modification is equal to or greater

12  than 1.00 but not greater than 1.10.

13         (B)  The employer had no lost-time claims subsequent to

14  the applicable experience modification rating period.

15         (C)  The total of the employer's medical-only claims

16  subsequent to the applicable experience modification rating

17  period did not exceed 20 percent of premium.

18         (II)  Criteria; non-rated employers.--An employer that

19  does not have any experience modification rating shall be

20  included in Tier Two if the employer is a new business. An

21  employer shall be included in Tier Two if the employer has

22  less than 3 years of loss experience in the 3-year period

23  immediately preceding the inception date or renewal date of

24  the employer's coverage under the plan and the employer meets

25  all of the following:

26         (A)  The employer had no lost-time claims for the

27  3-year period immediately preceding the inception date or

28  renewal date of the employer's coverage under the plan.

29         (B)  The total of the employer's medical-only claims

30  for the 3-year period immediately preceding the inception date

31  
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 1  or renewal date of the employer's coverage under the plan did

 2  not exceed 20 percent of premium.

 3         (C)  The employer is able to provide the plan with a

 4  loss history generated by the workers' compensation insurer

 5  that provided coverage for the portion or portions of such

 6  period during which the employer had secured workers'

 7  compensation coverage, except if the employer is not able to

 8  produce a loss history due to the insolvency of an insurer,

 9  the receiver shall provide to the plan, upon the request of

10  the employer or the employer's agent, a copy of the employer's

11  loss history from the records of the insolvent insurer if the

12  loss history is contained in records of the insurer which are

13  in the possession of the receiver. If the receiver is unable

14  to produce the loss history, the employer may, in lieu of the

15  loss history, submit an affidavit from the employer and the

16  employer's insurance agent setting forth the loss history.

17         (III)  Premiums.--The premiums for Tier Two insureds

18  shall be set at a rate level 50 percent above the comparable

19  voluntary market premiums until the plan has sufficient

20  experience as determined by the board to establish an

21  actuarially sound rate for Tier Two, at which point the board

22  shall, subject to paragraph (e), adjust the rates, if

23  necessary, to produce actuarially sound rates, provided such

24  rate adjustment shall not take effect prior to January 1,

25  2007.

26         c.  Tier Three.--

27         (I)  Eligibility.--An employer shall be included in

28  Tier Three if the employer does not meet the criteria for Tier

29  One or Tier Two.

30  

31  
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 1         (II)  Rates.--The board shall establish, subject to

 2  paragraph (e), and the plan shall charge, actuarially sound

 3  rates for Tier Three insureds.

 4         23.  For Tier One or Tier Two employers which employ no

 5  nonexempt employees or which report payroll which is less than

 6  the minimum wage hourly rate for one full-time employee for 1

 7  year at 40 hours per week, the plan shall establish

 8  actuarially sound premiums, provided, however, that the

 9  premiums may not exceed $2,500. These premiums shall be in

10  addition to the fee specified in subparagraph 26. When the

11  plan establishes actuarially sound rates for all employers in

12  Tier One and Tier Two, the premiums for employers referred to

13  in this paragraph are no longer subject to the $2,500 cap.

14         24.  Provide for a depopulation program to reduce the

15  number of insureds in the plan. If an employer insured through

16  the plan is offered coverage from a voluntary market carrier:

17         a.  During the first 30 days of coverage under the

18  plan;

19         b.  Before a policy is issued under the plan;

20         c.  By issuance of a policy upon expiration or

21  cancellation of the policy under the plan; or

22         d.  By assumption of the plan's obligation with respect

23  to an in-force policy,

24  

25  that employer is no longer eligible for coverage through the

26  plan. The premium for risks assumed by the voluntary market

27  carrier must be no greater than the premium the insured would

28  have paid under the plan, and shall be adjusted upon renewal

29  to reflect changes in the plan rates and the tier for which

30  the insured would qualify as of the time of renewal. The

31  insured may be charged such premiums only for the first 3
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 1  years of coverage in the voluntary market. A premium under

 2  this subparagraph is deemed approved and is not an excess

 3  premium for purposes of s. 627.171.

 4         25.  Require that policies issued and applications must

 5  include a notice that the policy could be replaced by a policy

 6  issued from a voluntary market carrier and that, if an offer

 7  of coverage is obtained from a voluntary market carrier, the

 8  policyholder is no longer eligible for coverage through the

 9  plan. The notice must also specify that acceptance of coverage

10  under the plan creates a conclusive presumption that the

11  applicant or policyholder is aware of this potential.

12         26.  Require that each application for coverage and

13  each renewal premium be accompanied by a nonrefundable fee of

14  $475 to cover costs of administration and fraud prevention.

15  The board may, with the prior approval of the office, increase

16  the amount of the fee pursuant to a rate filing to reflect

17  increased costs of administration and fraud prevention. The

18  fee is not subject to commission and is fully earned upon

19  commencement of coverage.

20         (d)1.  The funding of the plan shall include premiums

21  as provided in subparagraph (c)22. and assessments as provided

22  in this paragraph.

23         2.a.  If the board determines that a deficit exists in

24  Tier One or Tier Two or that there is any deficit remaining

25  attributable to any of the plan's former subplans and that the

26  deficit cannot be fully funded by using policyholder surplus

27  attributable to former subplan C or, if the surplus in the

28  former subplan C does not fully fund the deficit without the

29  use of deficit assessments, the board shall request the office

30  to levy, by order, a deficit assessment against premiums

31  charged to insureds for workers' compensation insurance by
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 1  insurers as defined in s. 631.904(5). The office shall issue

 2  the order after verifying the amount of the deficit. The

 3  assessment shall be specified as a percentage of future

 4  premium collections, as recommended by the board and approved

 5  by the office. The same percentage shall apply to premiums on

 6  all workers' compensation policies issued or renewed during

 7  the 12-month period beginning on the effective date of the

 8  assessment, as specified in the order.

 9         b.  With respect to each insurer collecting premiums

10  that are subject to the assessment, the insurer shall collect

11  the assessment at the same time as the insurer collects the

12  premium payment for each policy and shall remit the

13  assessments collected to the plan as provided in the order

14  issued by the office. The office shall verify the accurate and

15  timely collection and remittance of deficit assessments and

16  shall report such information to the board. Each insurer

17  collecting assessments shall provide such information with

18  respect to premiums and collections as may be required by the

19  office to enable the office to monitor and audit compliance

20  with this paragraph.

21         c.  Deficit assessments are not considered part of an

22  insurer's rate, are not premium, and are not subject to the

23  premium tax, to the assessments under ss. 440.49 and 440.51,

24  to the surplus lines tax, to any fees, or to any commissions.

25  The deficit assessment imposed shall become plan funds at the

26  moment of collection and shall not constitute income to the

27  insurer for any purpose, including financial reporting on the

28  insurer's income statement. An insurer is liable for all

29  assessments that the insurer collects and must treat the

30  failure of an insured to pay an assessment as a failure to pay

31  
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 1  premium. An insurer is not liable for uncollectible

 2  assessments.

 3         d.  When an insurer is required to return unearned

 4  premium, the insurer shall also return any collected

 5  assessments attributable to the unearned premium.

 6         e.  Deficit assessments as described in this

 7  subparagraph shall not be levied after July 1, 2012 2007.

 8         3.a.  All policies issued to Tier Three insureds shall

 9  be assessable. All Tier Three assessable policies must be

10  clearly identified as assessable by containing, in contrasting

11  color and in not less than 10-point type, the following

12  statement:

13  

14         "This is an assessable policy. If the plan is

15         unable to pay its obligations, policyholders

16         will be required to contribute on a pro rata

17         earned premium basis the money necessary to

18         meet any assessment levied."

19  

20         b.  The board may from time to time assess Tier Three

21  insureds to whom the plan has issued assessable policies for

22  the purpose of funding plan deficits. Any such assessment

23  shall be based upon a reasonable actuarial estimate of the

24  amount of the deficit, taking into account the amount needed

25  to fund medical and indemnity reserves and reserves for

26  incurred but not reported claims, and allowing for general

27  administrative expenses, the cost of levying and collecting

28  the assessment, a reasonable allowance for estimated

29  uncollectible assessments, and allocated and unallocated loss

30  adjustment expenses.

31  
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 1         c.  Each Tier Three insured's share of a deficit shall

 2  be computed by applying to the premium earned on the insured's

 3  policy or policies during the period to be covered by the

 4  assessment the ratio of the total deficit to the total

 5  premiums earned during such period upon all policies subject

 6  to the assessment. If one or more Tier Three insureds fail to

 7  pay an assessment, the other Tier Three insureds shall be

 8  liable on a proportionate basis for additional assessments to

 9  fund the deficit. The plan may compromise and settle

10  individual assessment claims without affecting the validity of

11  or amounts due on assessments levied against other insureds.

12  The plan may offer and accept discounted payments for

13  assessments which are promptly paid. The plan may offset the

14  amount of any unpaid assessment against unearned premiums

15  which may otherwise be due to an insured. The plan shall

16  institute legal action when necessary and appropriate to

17  collect the assessment from any insured who fails to pay an

18  assessment when due.

19         d.  The venue of a proceeding to enforce or collect an

20  assessment or to contest the validity or amount of an

21  assessment shall be in the Circuit Court of Leon County.

22         e.  If the board finds that a deficit in Tier Three

23  exists for any period and that an assessment is necessary, the

24  board shall certify to the office the need for an assessment.

25  No sooner than 30 days after the date of such certification,

26  the board shall notify in writing each insured who is to be

27  assessed that an assessment is being levied against the

28  insured, and informing the insured of the amount of the

29  assessment, the period for which the assessment is being

30  levied, and the date by which payment of the assessment is

31  due. The board shall establish a date by which payment of the
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 1  assessment is due, which shall be no sooner than 30 days nor

 2  later than 120 days after the date on which notice of the

 3  assessment is mailed to the insured.

 4         f.  Whenever the board makes a determination that the

 5  plan does not have a sufficient cash basis to meet 6 3 months

 6  of projected cash needs due to a deficit in Tier Three, the

 7  board may request the department to transfer funds from the

 8  Workers' Compensation Administration Trust Fund to the plan in

 9  an amount sufficient to fund the difference between the amount

10  available and the amount needed to meet a 6-month 3-month

11  projected cash need as determined by the board and verified by

12  the office, subject to the approval of the Legislative Budget

13  Commission. If the Legislative Budget Commission approves a

14  transfer of funds under this sub-subparagraph, the plan shall

15  report to the Legislature the transfer of funds and the

16  Legislature shall review the plan during the next legislative

17  session or the current legislative session, if the transfer

18  occurs during a legislative session. This sub-subparagraph

19  shall not apply until the plan determines and the office

20  verifies that assessments collected by the plan pursuant to

21  sub-subparagraph b. are insufficient to fund the deficit in

22  Tier Three and to meet 6 3 months of projected cash needs.

23         4.  The plan may offer rating, dividend plans, and

24  other plans to encourage loss prevention programs.

25         (e)  For rates and rating plans effective on or after

26  January 1, 2008, the plan shall establish and use its rates

27  and rating plans, and the plan may establish and use changes

28  in rating plans at any time, but no more frequently than two

29  times per any rating class for any calendar year. By December

30  1, 1993, and December 1 of each year thereafter, except as

31  provided in subparagraph (c)22., the board shall establish and
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 1  use actuarially sound rates for use by the plan to assure that

 2  the plan is self-funding while those rates are in effect. Such

 3  rates and rating plans must be filed with the office within 30

 4  calendar days after their effective dates, and shall be

 5  considered a "use and file" filing. Any disapproval by the

 6  office must have an effective date that is at least 60 days

 7  from the date of disapproval of the rates and rating plan and

 8  must have prospective effect only. The plan shall may not be

 9  subject to any order by the office to return to policyholders

10  any portion of the rates disapproved by the office. The office

11  may not disapprove any rates or rating plans unless it

12  demonstrates that such rates and rating plans are excessive,

13  inadequate, or unfairly discriminatory.

14         (f)  No later than June 1 of each year, the plan shall

15  obtain an independent actuarial certification of the results

16  of the operations of the plan for prior years, and shall

17  furnish a copy of the certification to the office. If, after

18  the effective date of the plan, the projected ultimate

19  incurred losses and expenses and dividends for prior years

20  exceed collected premiums, accrued net investment income, and

21  prior assessments for prior years, the certification is

22  subject to review and approval by the office before it becomes

23  final.

24         (g)  Whenever a deficit exists, the plan shall, within

25  90 days, provide the office with a program to eliminate the

26  deficit within a reasonable time. The deficit may be funded

27  through increased premiums charged to insureds of the plan for

28  subsequent years, through the use of policyholder surplus

29  attributable to any year, including policyholder surplus in

30  former subplan C as authorized in subparagraph (d)2., through

31  the use of assessments as provided in subparagraph (d)2., and
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 1  through assessments on assessable policies as provided in

 2  subparagraph (d)3. Any entity that was a policyholder of

 3  former subplan C is not subject to any assessments that are

 4  attributable to deficits in former subplan C.

 5         (h)  Any premium or assessments collected by the plan

 6  in excess of the amount necessary to fund projected ultimate

 7  incurred losses and expenses of the plan and not paid to

 8  insureds of the plan in conjunction with loss prevention or

 9  dividend programs shall be retained by the plan for future

10  use. Any state funds received by the plan in excess of the

11  amount necessary to fund deficits in subplan D or any tier

12  shall be returned to the state.

13         (i)  The decisions of the board of governors do not

14  constitute final agency action and are not subject to chapter

15  120.

16         (j)  Policies for insureds shall be issued by the plan.

17         (k)  The plan created under this subsection is liable

18  only for payment for losses arising under policies issued by

19  the plan with dates of accidents occurring on or after January

20  1, 1994.

21         (l)  Plan losses are the sole and exclusive

22  responsibility of the plan, and payment for such losses must

23  be funded in accordance with this subsection and must not

24  come, directly or indirectly, from insurers or any guaranty

25  association for such insurers.

26         (m)  Senior managers and officers, as defined in the

27  plan of operation, and members of the board of governors are

28  subject to the provisions of ss. 112.313, 112.3135, 112.3143,

29  112.3145, 112.316, and 112.317. Senior managers, officers, and

30  board members are also required to file such disclosures with

31  the Commission on Ethics and the Office of Insurance

                                  20

CODING: Words stricken are deletions; words underlined are additions.

Page 42 of 216



    ENROLLED

    2007 Legislature                  CS for CS for CS for SB 1894

 1  Regulation. The executive director of the plan or his or her

 2  designee shall notify each newly appointed and existing

 3  appointed member of the board of governors, senior manager,

 4  and officer of their duty to comply with the reporting

 5  requirements of s. 112.345. At least quarterly, the executive

 6  director of the plan or his or her designee shall submit to

 7  the Commission on Ethics a list of names of the senior

 8  managers, officers, and members of the board of governors who

 9  are subject to the public disclosure requirements under s.

10  112.3145. Notwithstanding s. 112.313, an employee, officer,

11  owner, or director of an insurance agency, insurance company,

12  or other insurance entity may be a member of the board of

13  governors unless such employee, officer, owner, or director of

14  an insurance agency, insurance company, other insurance

15  entity, or an affiliate provides policy issuance, policy

16  administration, underwriting, claims handling, or payroll

17  audit services. Notwithstanding s. 112.3143, such board member

18  may not participate in or vote on a matter if the insurance

19  agency, insurance company, or other insurance entity would

20  obtain a special or unique benefit that would not apply to

21  other similarly situated insurance entities. Each joint

22  underwriting plan or association created under this section is

23  not a state agency, board, or commission. However, for the

24  purposes of s. 199.183(1) only, the joint underwriting plan is

25  a political subdivision of the state and is exempt from the

26  corporate income tax.

27         (n)  On or before July 1 of each year, employees of the

28  plan shall sign and submit a statement to the plan attesting

29  that they do not have a conflict of interest as defined in

30  part III of chapter 112. As a condition of employment, all

31  prospective employees shall sign and submit a
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 1  conflict-of-interest statement to the plan. Each joint

 2  underwriting plan or association may elect to pay premium

 3  taxes on the premiums received on its behalf or may elect to

 4  have the member insurers to whom the premiums are allocated

 5  pay the premium taxes if the member insurer had written the

 6  policy. The joint underwriting plan or association shall

 7  notify the member insurers and the Department of Revenue by

 8  January 15 of each year of its election for the same year. As

 9  used in this paragraph, the term "premiums received" means the

10  consideration for insurance, by whatever name called, but does

11  not include any policy assessment or surcharge received by the

12  joint underwriting association as a result of apportioning

13  losses or deficits of the association pursuant to this

14  section.

15        (o)  Any senior manager or officer of the plan who is

16  employed by the plan as of January 1, 2008, regardless of the

17  date of hire, and who subsequently retires or terminates

18  employment may not represent another person or entity before

19  the plan for 2 years after retirement or termination of

20  employment from the plan.

21        (p)  No part of the income of the plan may inure to the

22  benefit of any private person.

23        (q)  Notwithstanding ss. 112.3148 and 112.3149 or other

24  provision of law, an employee or board member may not

25  knowingly accept, directly or indirectly, any expenditure or

26  gift from a person or entity, or an employee or representative

27  of such person or entity, which has a contractual relationship

28  with the plan or is under consideration for a contract. An

29  employee or board member who fails to comply with paragraph

30 (m) or this paragraph is subject to penalties provided under

31  s. 112.317.
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 1        (r)  This section does not prohibit the plan from

 2  providing insurance coverage to any employer with whom a

 3  former employee of the plan is affiliated or employing or

 4  reemploying any former employee of the plan in a part-time,

 5  full-time, temporary, or permanent capacity, so long as such

 6  employment does not violate any provision of part III of

 7  chapter 112.

 8        (s)(o)  Neither the plan nor any member of the board of

 9  governors is liable for monetary damages to any person for any

10  statement, vote, decision, or failure to act, regarding the

11  management or policies of the plan, unless:

12         1.  The member breached or failed to perform her or his

13  duties as a member; and

14         2.  The member's breach of, or failure to perform,

15  duties constitutes:

16         a.  A violation of the criminal law, unless the member

17  had reasonable cause to believe her or his conduct was not

18  unlawful. A judgment or other final adjudication against a

19  member in any criminal proceeding for violation of the

20  criminal law estops that member from contesting the fact that

21  her or his breach, or failure to perform, constitutes a

22  violation of the criminal law; but does not estop the member

23  from establishing that she or he had reasonable cause to

24  believe that her or his conduct was lawful or had no

25  reasonable cause to believe that her or his conduct was

26  unlawful;

27         b.  A transaction from which the member derived an

28  improper personal benefit, either directly or indirectly; or

29         c.  Recklessness or any act or omission that was

30  committed in bad faith or with malicious purpose or in a

31  manner exhibiting wanton and willful disregard of human
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 1  rights, safety, or property. For purposes of this

 2  sub-subparagraph, the term "recklessness" means the acting, or

 3  omission to act, in conscious disregard of a risk:

 4         (I)  Known, or so obvious that it should have been

 5  known, to the member; and

 6         (II)  Known to the member, or so obvious that it should

 7  have been known, to be so great as to make it highly probable

 8  that harm would follow from such act or omission.

 9        (t)(p)  No insurer shall provide workers' compensation

10  and employer's liability insurance to any person who is

11  delinquent in the payment of premiums, assessments, penalties,

12  or surcharges owed to the plan or to any person who is an

13  affiliated person of a person who is delinquent in the payment

14  of premiums, assessments, penalties, or surcharges owed to the

15  plan. For purposes of this paragraph, the term "affiliated

16  person" of another person means:

17         1.  The spouse of such other natural person;

18         2.  Any person who directly or indirectly owns or

19  controls, or holds with the power to vote, 5 percent or more

20  of the outstanding voting securities of such other person;

21         3.  Any person who directly or indirectly owns 5

22  percent or more of the outstanding voting securities that are

23  directly or indirectly owned or controlled, or held with the

24  power to vote, by such other person;

25         4.  Any person or group of persons who directly or

26  indirectly control, are controlled by, or are under common

27  control with such other person;

28         5.  Any officer, director, trustee, partner, owner,

29  manager, joint venturer, or employee, or other person

30  performing duties similar to persons in those positions, of

31  such other persons; or
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 1         6.  Any person who has an officer, director, trustee,

 2  partner, or joint venturer in common with such other person.

 3        (u)(q)  Effective July 1, 2004, the plan is exempt from

 4  the premium tax under s. 624.509 and any assessments under ss.

 5  440.49 and 440.51.

 6        (v)  The Office of Insurance Regulation shall perform a

 7  comprehensive market conduct examination of the plan

 8  periodically to determine compliance with its plan of

 9  operation and internal operating policies and procedures.

10        (w)  Upon dissolution, the assets of the plan shall be

11  applied first to pay all debts, liabilities, and obligations

12  of the plan, including the establishment of reasonable

13  reserves for any contingent liabilities or obligations, and

14  all remaining assets of the plan shall become property of the

15  state and shall be deposited in the Workers' Compensation

16  Administration Trust Fund. However, dissolution may not take

17  effect as long as the plan has financial obligations

18  outstanding unless adequate provision has been made for the

19  payment of financial obligations pursuant to the documents

20  authorizing the financial obligations.

21        (6)  Each joint underwriting plan or association

22  created under this section is not a state agency, board, or

23  commission. However, for the purposes of s. 199.183(1) only,

24  the joint underwriting plan created under subsection (5) is a

25  political subdivision of the state and is exempt from the

26  corporate income tax.

27        (7)  Each joint underwriting plan or association may

28  elect to pay premium taxes on the premiums received on its

29  behalf or may elect to have the member insurers to whom the

30  premiums are allocated pay the premium taxes if the member

31  insurer had written the policy. The joint underwriting plan or
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 1  association shall notify the member insurers and the

 2  Department of Revenue by January 15 of each year of its

 3  election for the same year. As used in this paragraph, the

 4  term "premiums received" means the consideration for

 5  insurance, by whatever name called, but does not include any

 6  policy assessment or surcharge received by the joint

 7  underwriting association as a result of apportioning losses or

 8  deficits of the association pursuant to this section.

 9        (8)(6)  As used in this section and ss. 215.555 and

10  627.351, the term "collateral protection insurance" means

11  commercial property insurance of which a creditor is the

12  primary beneficiary and policyholder and which protects or

13  covers an interest of the creditor arising out of a credit

14  transaction secured by real or personal property. Initiation

15  of such coverage is triggered by the mortgagor's failure to

16  maintain insurance coverage as required by the mortgage or

17  other lending document. Collateral protection insurance is not

18  residential coverage.

19        (9)(7)(a)  The Florida Automobile Joint Underwriting

20  Association created under this section shall be deemed to have

21  appointed its general manager as its agent to receive service

22  of all legal process issued against the association in any

23  civil action or proceeding in this state. Process so served

24  shall be valid and binding upon the insurer.

25         (b)  Service of process upon the association's general

26  manager as the association's agent pursuant to such an

27  appointment shall be the sole method of service of process

28  upon the association.

29         Section 2.  No later than January 1, 2008, the Florida

30  Workers' Compensation Joint Underwriting Association, Inc.,

31  shall submit a request to the Internal Revenue Service for a

                                  26
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 1  letter ruling or determination on the plan's eligibility as a

 2  tax-exempt entity.

 3         Section 3.  This act shall take effect July 1, 2007.

 4  

 5  

 6  

 7  

 8  

 9  

10  

11  

12  

13  

14  

15  

16  
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BOARD OF GOVERNORS:  Ray Neff, Chair; David Webber, Vice Chair; Steve Burgess; Patrick Cannassa;  
Dan Dannenhauer; Elissa Pacheco; Claude Revels; Beth Vecchioli; Laura Wehrle 

Florida Workers Compensation 
Joint Underwriting Association, Inc. 

P.O. Box 48957, Sarasota, FL 34230-5957 
• Tel (941) 378-7400  • Fax (941) 378-7405  • www.fwcjua.com 

 
VIA E-MAIL 

 
FWCJUA BOARD OF GOVERNORS BULLETIN 05-26 
 
TO: Florida Workers’ Compensation Joint Underwriting Association, Inc. Board of Governors 

 
FROM: Laura S. Torrence, Executive Director 

 
DATE: October 13, 2005 

 
RE: OIR DIRECTIVE  

 
 

Enclosed for your review is an October 12, 2005 letter from Commissioner McCarty directing the 
FWCJUA to ensure that its plan of operation provides for both standards for the conduct of its directors, 
officers and senior management and for greater transparency and accountability as specified in his letter.  
Further, Commissioner McCarty request that the FWCJUA Board take appropriate action regarding this 
matter no later than December 15, 2005. 
 
Enclosure 
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NOVEMBER 30, 2007 FWCJUA AUDIT COMMITTEE MEETING AGENDA      ATTACHMENT D 

 
ETHICS & SUNSHINE MATTERS 

 

Conflict of Interest Policy 
 
The Committee shall consider revisions to the FWCJUA’s Statement of Policy Regarding Potential Conflicts of 
Interest that incorporate provisions of Senate Bill 1894 which became law effective July 1, 2007. 
 
Attached for the Committee’s review is a copy of the proposed revised policy.   
 
The Committee shall formulate its recommendation to the Board for revisions to the FWCJUA’s Statement of 
Policy Regarding Potential Conflicts of Interest. 
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 FLORIDA WORKERS' COMPENSATION 
 JOINT UNDERWRITING ASSOCIATION, INC. 

 
Statement of Policy 

 Regarding Potential Conflicts of Interest  
of Board Members, Senior Management and Other Employees 

 
The Board of Governors of the Florida Workers' Compensation Joint Underwriting Association, Inc. (the "FWCJUA") 

hereby establishes the following policy (the "Policy") regarding conflicts or potential conflicts of interest of Board members and 
Board member representatives (collectively, "Board members"), officers of the FWCJUA (collectively, "Officers"), and the FWCJUA's 
Executive Director (the "Executive Director"members of the Board of Governors (each, a “Board Member”), the Executive Director 
and other senior managers of the FWCJUA as defined in the Plan of Operation (collectively, "Senior Management"), and other 
personnel employed or to be employed by the FWCJUA (“Other Employees”). This Policy is established in order to ensure that 
Board members, Officers, and the Executive DirectorMembers, Senior Management and Other Employees conduct themselves in a 
manner which avoids any impropriety or appearance of impropriety relating to decisions based upon self-interest. The Board 
recognizes that it is essential that the members of the Board, Officers, and the Executive DirectorSenior Management and Other 
Employees be independent and impartial and that their positions not be used for private gain or other improper purpose. Further, 
the Board realizes that even in the absence of wrongdoing, the appearance of impropriety must be avoided. Toward that end, the 
Board adopts and implements the Policy as described herein. 
 

(1) Service Providers. No Board memberMember shall, through any insurer, insurance agency, or other insurance entity the 
member represents or in which the member has a substantial financial interest, provide services to the FWCJUA. Nor shall any 
Board member, through any administrator or service company of any such insurer, provide such services. A Board memberpolicy 
issuance, policy administration, underwriting, claims handling, or payroll audit services to the FWCJUA or respond to a request for 
proposals from the FWCJUA for such services. A Board Member may respond to a request for proposals from the FWCJUA to 
provide suchother types of services, but shall not participate in developing an RFP, or in considering or voting upon responses 
thereto. Any Board memberMember who participates in the development of such an RFP for such services, or in consideration or 
voting upon responses thereto, shall not be awarded such a contract. Any Board memberMember who represents, or who has a 
substantial financial interest in any insurer who contracts to provide non-insurance services to the FWCJUA, shall be required to 
resign such member's position on the Board immediately after the contract is awarded. However, a contract awarded to such a 
party shall not be void or voidable because interested Board membersMembers are present at meetings in which proposals are 
evaluated or decisions are made, including the final vote to award the contract, provided that votes of the interested member(s) are 
not counted for that purpose. Such interested Board membersMembers may, however, be counted in determining the presence of a 
quorum at any such meeting. 
 

(2) Improper Benefits. No Board memberMember shall use his or her position to foster or facilitate any pecuniary gain for 
himself or herself, his or her member company, or any other entity in which the member or the member company or companies 
has a substantial financial interest. No Board memberMember shall use his or her position on the Board to secure or promote any 
business relationship from which he or she may derive a financial gain, or receive any gift or gratuity, other than meals, in his or 
her capacity as a Board memberMember. Each Board memberMember recognizes that he or she may be liable for monetary 
damages for a vote, decision or failure to act regarding the management or policies of the FWCJUA where such member breaches 
or fails to perform his or her duties as a member and derives, either directly or indirectly, an improper personal benefit from the 
transaction. 
 

(3) Votinq. No Board member shall vote upon any matter the outcome of which will potentially confer a material benefit upon 
that member or his or her member company. However, a decision by the Board is not void or voidable because the decision benefits 
a Board member or his or her member company if the interest of the Board member or the member company in the outcome of the 
matter is disclosed or known to the voting members of the Board prior to the vote and the outcome of the matter is fair and 
reasonable as to the FWCJUA and its policyholders at the time it is authorized by the Board.A Board Member may not participate in 
or vote on a matter if the Board Member’s insurance agency, insurance company, or other insurance entity would obtain a special or 
unique benefit that would not apply to other similarly situated insurance entities. In addition to this FWCJUA-specific prohibition, the 
state Code of Ethics for Public Officers and Employees provides other limitations on the ability of Board Members to vote on or 
participate in certain matters. Except as provided above, a Board Member is not prohibited from voting on any measure, but when the 
measure would inure to the “special private gain or loss” of the Board Member or a relative (parent, child, spouse, sibling, or in-law) of 
the Board Member, a business associate of the Board Member, or a principal who has retained the Board Member, the voting conflict 
must be disclosed by filing a disclosure with the person responsible for the minutes of the meeting within 15 days after the vote. 
Commission on Ethics Form 8A is used for this disclosure. The disclosure must be incorporated into the minutes of the meeting. A 
Board Member may not participate in a matter that would inure to the “special private gain or loss” of the Board Member or a relative 
(parent, child, spouse, sibling, or in-law) of the Board Member, a business associate of the Board Member, or a principal who has 
retained the Board Member, unless the Board Member files advance notice of the conflict with the person responsible for the minutes 
of the meeting. Commission on Ethics Form 8B is used for this disclosure. The disclosure must be incorporated into the minutes of 
the meeting. In some circumstances, the disclosure may instead be made orally at the meeting. 
 

(4) Executive Director and OfficersSenior Management. It is the intent of the Board that the Executive Director and 
OfficersSenior Management of the FWCJUA execute the duties of their offices without conflict of interest or any apparent conflict 
of interest. Accordingly, the Executive Director and Officers of the FWCJUAmembers of Senior Management shall not use their 
positions to foster or facilitate any pecuniary gain for themselves or any other entity in which the Executive Director or any 
Officerthey have substantial financial interests. Nor shall the Executive Director or any Officer, unless otherwise permitted in 
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accordance with the Code of Business Conduct and Ethics. Nor shall any member of Senior Management use his or her position to 
promote any business relationship from which he or she may derive a financial gain, or receive any gift or gratuity not permitted 
to be received by Board members pursuant to this Policy. However, no contract in which the Executive Director or any Officera 
member of Senior Management may have an indirect pecuniary interest shall be void or voidable if the interest of the Executive 
Director or Officermember of Senior Management is disclosed or known to the voting members of the Board prior to the vote and 
the outcome of the matter is fair and reasonable as to the FWCJUA and its policyholders at the time it is authorized by the 
Board and is not otherwise prohibited by the Code of Business Conduct and Ethics. 
 

(5) Non-FWCJUA Business. In order to ensure that this Policy is maintained, Board Members and members of the Board, 
Officers, and the Executive DirectorSenior Management, in their respective capacities, shall not in the context of regular or 
special meetings of the Board or any committee or subgroup of the Board, or in any meeting in person or by telephone discuss 
matters which relate to individual member companies, their business and their policyholders, except as those matters relate 
directly to the operations of the FWCJUA. 
 

(6) Statement of No Conflict.  By executing this Policy below, a member of Senior Management or Other Employee certifies that 
he or she does not have a conflict of interest as defined by law. “Conflict of interest” is defined as “a situation in which regard for a 
private interest tends to lead to disregard of a public duty or interest.” 
 
As the Executive Director, an Officer, or a member of the Board of Governors, Senior Management or Other Employee of the 
Florida Workers' Compensation Joint Underwriting Association, Inc., I signify my acceptance of the Policy described above. 
 
 
               
Name        Signature 
 
 
        Date       
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NOVEMBER 30, 2007 FWCJUA AUDIT COMMITTEE MEETING AGENDA      ATTACHMENT E 

 
2006 MARKET CONDUCT EXAM 

 
The Audit Committee shall review the 2006 Market Conduct Final Examination Report covering the scope of 
January 1, 2003 through June 30, 2006 which was received by the FWCJUA in August 2007 and receive an 
update on the actions taken in response to the report. 
 
Most importantly, there were no compliance issues raised in the report.  The exam was quite comprehensive 
and resulted in a favorable report on FWCJUA operations.  The exam was an operational review and was 
conducted by OIR’s contracted outside audit firm of Buttner Hammock & Company (BHC).  BHC reviewed 
four general areas of the FWCJUA’s operations, those being (1) organizational structure and administration; 
(2) financial performance; (3) payments, allocations, recoveries and financial auditing; and (4) IT systems 
operations and administration, disaster preparedness.  In conclusion, there were only ten relatively minor 
recommendations for the FWCJUA to consider, and OIR Market Investigations indicated that the FWCJUA 
was not obligated to implement any of the recommendations within the report.    
 
By way of background, the FWCJUA received a draft copy of the report on June 11, 2007 which was 
reviewed in summary form with the Board at its June 12th meeting.  Given staff had just received the 
comprehensive report the day prior to the meeting, staff asked for additional time to prepare its draft 
response for Board consideration, and the Board agreed to revisit the matter at this June 29th teleconference 
meeting. 
 
At its June 29th meeting, the Board was advised that pursuant to the provisions of Section 624.319(1), Florida 
Statutes, and Rule 69N-121.066, Florida Administrative Code, the FWCJUA may request an informal 
conference prior to the filing of the report by the Office of Insurance Regulation.  The request must be made 
in writing within thirty (30) days of receipt of this notice.  Should the FWCJUA elect this option, a written 
statement outlining the specific concerns and documentation supporting your position must accompany the 
request.  If no response is received within thirty (30) days, the draft report would be filed as a finalized report 
and made a public document. 
 
Torrence then referred the Board to a draft response that focused on minor edits to the draft report that 
would generally make the report more accurate.  She noted that the edits were inconsequential to the report 
findings and recommendations and therefore, consideration should be given to whether an actual response 
should be issued.     
 
The Board was concerned whether the FWCJUA would incur any additional costs associated with this 
market conduct examination if it submitted the editorial comments; and thus, it was the consensus of the 
Board that the FWCJUA should not incur any additional costs associated with the exam given that the 
comprehensive exam was favorable and had already cost policyholders approximately $80,000.  It was 
further agreed that Torrence should provide the minor edits to OIR Market Investigations for accuracy sake 
provided no additional costs for the exam would be incurred by the FWCJUA.  
 
On July 6, 2007, Torrence provided the editorial comments to OIR Market Investigations.  The comments 
were incorporated into the final report with no further expense being incurred by the FWCJUA for the exam.  
The policyholder cost for the exam totaled $75,486.91.       
 
Attached for the Audit Committee’s review are copies of the summary of the exam recommendations and 
actions taken, the payroll procedures, as well as the 2006 Market Conduct Final Examination Report. 
 
The Committee shall review the attached materials related to the 2006 Market Conduct Final 
Examination Report and provide further direction to staff as warranted.      
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FWCJUA 2006 MARKET CONDUCT EXAM RECOMMENDATIONS & ACTION TAKEN 

Page 1 of 2 

 
1. Recommendation: Payroll is a significant expense of the FWCJUA.  BHC recommends that the Executive 

Director review the payroll reports and journal entries periodically, to serve as an independent review of the 
monitoring by the Controller, thus enhancing segregation of duties. 
Action taken:  The Executive Director now reviews payroll reports quarterly and this process is recorded in the 
attached Payroll Procedures. 
 

2. Recommendation: BHC recommends that the FWCJUA prepare formal documentation of the FWCJUA Payroll 
Procedures.  BHC considers documentation of Payroll Procedures to be good business practice, since payroll is a 
vital segment of operations. 
Action taken:  The attached Payroll Procedures were developed and implemented. 
 

3. Recommendation: FWCJUA should consider the need to develop a formal documented Succession Plan.  A 
documented plan can minimize business interruption, should a key employee become unwilling or unable to 
perform his or her duties, and should clearly define the specific individuals inside or outside of the organization 
that are qualified to take over the duties of key employees on a temporary or permanent basis. 
Action taken:  The Operations Committee is scheduled to consider the activity of developing a formal 
documented Succession Plan as part of the 2008 Business Plan at its meeting on December 3, 2007.  It is also 
anticipated that a Committee recommendation shall be considered by the Board on December 11th.        
 

4. Recommendation:  BHC recommends that prior to the Board’s approval of the draft of the FWCJUA’s Records 
Management and Retention Policy, FWCJUA’s management should update the policy for the following areas: 

• The Electronic Document Management System. 
• The draft policy includes emphasis on off-site storage (i.e. references to document storage vendors who 

will shred FWCJUA documents, preservation of off-site storage facilities, procedures for packaging, 
bundling, and labeling hard copy records).  The FWCJUA does not currently use off-site storage, and 
emphasizes electronic storage.  The FWCJUA may choose to include provisions for off-site storage, as 
the need may arise.  Currently, there is no document storage vendor. 

• The destruction of the FWCJUA documents should be expanded to address the individual(s) responsible 
for shredding documents. 

While there may still be a need for the storage of some hard copy records, the Records Management and 
Retention Policy should reflect the FWCJUA’s efforts to move toward a paperless environment. 
Action taken:  The draft of the FWCJUA’s Records Management and Retention Policy required major revisions 
given the passage of Senate Bill 1894 and BHC’s recommendations were addressed during the rewrite.  It is 
anticipated that the Operations Committee shall consider a proposed Records Management and Retention Policy 
at its meeting on December 3, 2007.  It is also anticipated that a Committee recommendation shall be considered 
by the Board on December 11th.  
 

5. Recommendation:  The FWCJUA should consider obtaining a written contract with outside attorneys for litigation 
management services.  Having signed written contracts for all services performed by outside parties is considered 
good business practice, and a written agreement will better equip the FWCJUA and its Board to establish 
oversight and the monitoring of performance under contracts. 
Action taken:  A proposed engagement for 2008 services has been secured and will be considered by the 
Operations Committee at its meeting on December 3, 2007.  It is also anticipated that a Committee 
recommendation shall be considered by the Board on December 11th.  

 
6. Recommendation: The FWCJUA should consider requiring Travelers to engage an independent auditor to 

perform a SAS 70 audit and provide the Board with a copy of the audit report. 
Action taken:  This will be considered upon the rebidding of the policy administration and managed care services 
as this expense was not contemplated under the current contract. 
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7. Recommendation: BHC recommends that the nightly backup be taken off-site daily, either to the bank vault or to 
the home of a Manager, the latter which was disclosed as an option in the DRP.  The current practice of taking 
the back-up tape to the bank vault twice a week leaves FWCJUA exposed to a potential data loss of more than 
one day in the event of a sudden disaster, other than an approaching hurricane, for which the FWCJUA has 
planned for daily off-site data transport.  Although the secondary backup may be removed at a moment’s notice if 
a sudden disaster occurs during normal business hours, an after-hours sudden disaster could result in a potential 
loss of data for more than one day. 
Action taken:  In August 2007, the FWCJUA moved its primary servers and data storage to a Sungard facility in 
Alpharetta, Georgia.  This offsite location allows data to be replicated between the office in Sarasota and the 
secure data facility in Georgia.  A complete nightly tape backup is still being performed at the offsite location.  The 
document management information is not replicated to Sarasota due to storage size but is included in the nightly 
backup.  Additional options for document management data redundancy are currently being explored. 

 
8. Recommendation: BHC recommends that the results of the monthly testing of data backup procedures by 

randomly restoring files should be documented to ensure that the process occurs at a specified time each month, 
different types of files are tested, and the results are available for review, by Management, the Operations 
Committee, or the Board. 

 Action taken:  Backup and generator testing is completed and documented on a monthly basis. 
 

9. Recommendation: BHC recommends that the results of the systems recovery process and post- test evaluations 
should be documented to ensure that the results are available for verification that the periodic testing is occurring 
at appropriate intervals and that results are appropriately communicated.  BHC recommends that testing should 
occur at least once per year. 
Action taken:   Disaster testing procedures have been created and tested for staff and equipment.  The disaster 
testing procedures will be reviewed and tests scheduled every spring.  Post test evaluations are collected and 
reviewed after each test.  A “hurricane” disaster test was successfully executed on 10/11/07. 

 
10. Recommendation: BHC recommends that the FWCJUA execute its intention to review Travelers’ Disaster 

Recovery Plan on an annual basis. 
Action taken:  Travelers’ Disaster Recovery Plan was reviewed as part of a service provider audit conducted by 
FWCJUA staff in July 2007 and was deemed acceptable.  It should also be noted that Travelers’ Disaster 
Recovery Plan was reviewed by the FWCJUA prior to the inception of the contract in January 2006. 
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FWCJUA Accounting Policy & Procedures 

Payroll Procedures 
Page 1 of 3 
June 2007 

Payroll Procedures 
 
Purpose:  To identify the steps involved in setting up a new employee to the payroll 
system with Paychex, the documentation necessary to make changes to an employee’s 
payroll information as well as the information necessary to process a termination of an 
employee from the payroll system.   
 
Segregation of Duties:  The Controller is the main contact with the payroll vendor, 
Paychex.  However, all additions, changes or terminations reflected in the payroll 
records with Paychex are documented with approval of either the employee’s 
supervisor, the Executive Director or the employee himself.  The Executive Director 
reviews the payroll reports and call-in sheet quarterly to ensure accurate and approved 
amounts are being reported to Paychex.  In addition, Executive Management and the 
Board of Governors review the Budgeted Forecast with Actual amounts at the end of 
each quarter during the calendar year.  
 
The FWCJUA contracts with Paychex for the processing of its bi-weekly payroll checks.  
Paychex uses the information the FWCJUA provides them and processes the individual 
payroll checks as well as completes both the quarterly and annual payroll tax filings of 
the 941’s, UCT-6’s and the 940.  
 
There are multiple situations when additions and/or changes need to be made to the 
information Paychex has regarding an employee’s paycheck.  The topics below outline 
the necessary information the Controller will provide to Paychex to make the change as 
well as the required documentation which will serve as the backup to the bi-weekly 
payroll check run in addition to being filed within the employee’s human resources file.  
The employee human resource files are stored in a locked drawer in the Controller’s 
office as well as scanned into the FWCJUA’s document management system with 
authorized access to the documents by only the Executive Director and Controller.  
 
The FWCJUA pays to-date for all salaried employees, therefore on a particular pay day 
all wages have been paid up to that point.  In regards to hourly employees, they are 
paid on a one week lag and thus up to the previous Friday.  So since Friday is always a 
payday, they are paid through the previous Friday and therefore would only have one 
week of ‘unpaid’ time outstanding after a pay day.   
 
Paychex calls the Controller on the Tuesday before Friday’s payday.  The Controller 
advises of any additions, terminations or changes.  It is very common to have no 
changes as is the case most weeks.   
 
Once Paychex processes the bi-weekly check run, the Controller reviews upon receipt 
to ensure each employee was paid the appropriate amount and any changes, additions 
or deletions where properly applied to the bi-weekly payroll.  Once all is verified, the 
journal entry is completed and entered into the general ledger system.  The payroll 
documents and the necessary documentation for any changes, additions or deletions 
are then scanned into the FWCJUA’s document management system.   
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New employee:   
 - Completed and signed W-4 form – provides name, address, social security number, 
tax filing status and number of exemptions.  
-  A letter and/or email from the hiring supervisor advising starting date and starting 
salary or hourly wage.   
-  Date of birth 
-  Direct deposit form and voided check (available for up to 3 different accounts both 
checking and savings) (needs to be faxed to Paychex prior to payroll call-in date) 
-  Information about any deductions for health and/or dental insurance premiums, 
colonial life individual policies, flexible spending accounts or 401K deductions.  
Documentation for the deductions is received and signed by the employee.  New 
employees are not eligible for benefits until the 1st of the month following 30 days 
employment and therefore these amounts are usually added at a later time.  
- a ‘first-time’ salary amount as the new employee may have started in the middle of a 
pay period.  
 
Beginning of each calendar year:  
-  Salary change information for management.  Management’s salary changes are 
usually effective January 1 after approval of the Board at the December Executive 
Compensation Committee meeting.  A signed salary change form is received to 
document any salary change necessary and is signed by the Executive Director.   
-  Updates and/or additions to deductions for health and/or dental insurance premiums, 
colonial life individual policies, flexible spending accounts or 401K deductions.  As 
insurance policies usually run from 1/1 to 12/31 any price changes usually take place at 
the beginning of the calendar year.  Documentation for the deductions is received and 
signed by the employee.  
- Occasionally employees will change their federal tax withholdings at the beginning of a 
new calendar year – a signed W-4 form is received from the employee. 
 
After July 1 salary change:   
- Salary change information for all employees.  A signed salary change form is received 
for any salary changes necessary.  The form is signed by both the employee’s 
supervisor as well as the Executive Director.   
 
Miscellaneous changes:   
-  Addition, changes and/or deletions of deductions for health and/or dental insurance 
premiums, colonial life individual policies, flexible spending accounts or their 401K 
deduction.  Documentation for the deductions is received and signed by the employee.    
- Occasionally employees will need to change their federal tax withholdings– a signed 
W-4 form is received from the employee. 
- The number of hours paid each period for an hourly employee is reported to Paychex 
each time.  The number of hours paid is documented by the employee’s weekly time 
cards which are approved by the employee’s supervisor.  
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Payroll Procedures 
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Departing employee:   
- A letter and/or email from the employee’s supervisor in regards to their last day of 
work.   
- Determine the amount of the last paycheck as the employee may not have worked the 
entire pay period – the departing employee will receive their last paycheck on a 
regularly scheduled payday.  There are no special checks printed for last paychecks.  
-  A letter and/or email from the employee’s supervisor regarding the amount of unused 
vacation time.  The FWCJUA pays the employee for any unused vacation time 
remaining upon departure.  This amount is paid 2 weeks after their last paycheck as a 
precaution in case of a situation where the prior employee has not returned company 
property or properly reimbursed the FWCJUA for a personal expense.    
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NOVEMBER 30, 2007 FWCJUA AUDIT COMMITTEE MEETING AGENDA      ATTACHMENT F 

 
DRAFT JUNE 30, 2007 FINANCIAL AUDIT 

 
The Audit Committee shall receive the draft June 30, 2007 financial audit and shall consider its finalization 
for presentation to the Board.   
 
By way of background, legislation effective July 1, 2007 requires that the FWCJUA submit a request to the 
Internal Revenue Service for a letter ruling or determination on the plan’s eligibility as a tax-exempt entity.  
Given such, staff recommended to the Board that an audit of the FWCJUA’s financial statement be 
commissioned to document the “probable” closing of the FWCJUA as a taxable entity as of June 30, 2007.  
Accordingly, at its June 12, 2007 meeting during a discussion on implementation issues related to the 
passage of the legislation, the Board resolved to engage Thomas Howell Ferguson to file the private letter 
request for tax exempt status and to perform the financial audit and prepare the tax return for the period 
ending June 30, 2007.   
 
It is Thomas Howell Ferguson’s opinion that the attached FWCJUA statutory financial statements present 
fairly, in all material respects, the admitted assets, liabilities and capital and surplus of the Florida Workers’ 
Compensation Joint Underwriting Association, Inc. as of June 30, 2007, and the results of its operations and 
its cash flows for the six month period then ended and in conformity with accounting practices prescribed or 
permitted in the codified NAIC’s Statements of Statutory Accounting Principles and related interpretations as 
prescribed and permitted by the Office of Insurance Regulation.  
 
Attached for the Committee’s consideration are the following documents prepared by Thomas Howell 
Ferguson:  
 

1. Statutory Financial Statements for period ended June 30, 2007 
2. Report to the Audit Committee 

 
The Committee shall review Thomas Howell Ferguson’s audit report and direct its finalization for 
presentation to the Board of Governors at its December 11th meeting. 

Page 166 of 216



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
  

Page 167 of 216



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
  

Page 168 of 216



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
  

Page 169 of 216



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
  

Page 170 of 216



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
  

Page 171 of 216



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
  

Page 172 of 216



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
  

Page 173 of 216



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
  

Page 174 of 216



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
  

Page 175 of 216



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
  

Page 176 of 216



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
  

Page 177 of 216



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
  

Page 178 of 216



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
  

Page 179 of 216



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
  

Page 180 of 216



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
  

Page 181 of 216



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
  

Page 182 of 216



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
  

Page 183 of 216



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
  

Page 184 of 216



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
  

Page 185 of 216



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
  

Page 186 of 216



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
  

Page 187 of 216



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
  

Page 188 of 216



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
  

Page 189 of 216



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
  

Page 190 of 216



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
  

Page 191 of 216



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
  

Page 192 of 216



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
  

Page 193 of 216



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
  

Page 194 of 216



 
 
 
 
To the Audit Committee 
Florida Workers’ Compensation Joint Underwriting Association, Inc. 
 
This letter is intended to inform the Audit Committee of the Florida Workers’ Compensation 
Joint Underwriting Association, Inc. (the Association) about significant matters related to the 
conduct of the annual audit so that it can appropriately discharge its oversight responsibility, and 
that we comply with our professional responsibilities to the Audit Committee.  
 
The following summarizes various matters which must be communicated to you under auditing 
standards generally accepted in the United States of America. 
 
The Auditor's Responsibility Under Generally Accepted Auditing Standards 
 
Our audit of the financial statements of the Association for the six month period ended June 30, 
2007, was conducted in accordance with auditing standards generally accepted in the United 
States of America.  Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free of material misstatement, 
whether caused by error, fraudulent financial reporting or misappropriation of assets.  An audit 
includes examining, on a test basis, evidence supporting the amounts and disclosures in the 
financial statements.  An audit also includes assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall financial statement 
presentation.  Accordingly, the audit was designed to obtain reasonable, rather than absolute, 
assurance about the financial statements.  We believe that our audit accomplished that objective. 
 
Management Judgments and Accounting Estimates 
 
Accounting estimates are an integral part of the preparation of financial statements and are based 
upon management's current judgment.  The process used by management encompasses their 
knowledge and experience about past and current events and certain assumptions about future 
events.  Management has informed us that they used all the relevant facts available to them at the 
time to make the best judgments about accounting estimates, and we considered this information 
in the scope of our audit.  Estimates significant to the financial statements include loss and loss 
adjustment expense reserves. 
 
Loss and loss adjustment expense reserves represent the estimated unpaid ultimate net cost of all 
reported and unreported losses incurred through June 30, 2007.  Loss and loss adjustment 
expense reserves are determined based on individual case-basis valuations, various statistical 
analyses, and industry data.  The Association’s recorded reserves are reviewed by an 
independent actuary whose report was obtained and reviewed.  We have reconciled the data 
provided to the actuary to the Association’s accounting information.  This estimate is continually 
reviewed and adjusted as necessary as experience develops or new information becomes known; 
such adjustments are included in current operations. 
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Page Two 
 
The Audit Committee may wish to monitor throughout the year the process used to compute and 
record these accounting estimates. 
 
Audit Adjustments 
 
There were adjustments as a result of the audit for EDP equipment, reinsurance premiums, 
provision for reinsurance, and federal income taxes.  These adjustments were recorded in the 
audited statutory basis financial statements.  These adjustments increased total surplus and total 
investment income approximately $865,000 and $92,000, respectively, and decreased total 
admitted assets, total liabilities, and total expenses approximately $434,000, $1.3 million, and 
$110,000, respectively. 
 
Uncorrected Misstatements 
 
There were no uncorrected misstatements to the original trial balance presented to us to begin 
our audit. 
 
Accounting Policies and Alternative Treatments 
 
Management has the ultimate responsibility for the appropriateness of the accounting policies 
used by the Association.  The Association did not adopt any significant new accounting policies 
nor have there been any changes in existing significant accounting policies during the current 
period which should be brought to your attention for approval. 
 
We did not identify any significant or unusual transactions or significant accounting policies in 
controversial or emerging areas for which there is a lack of authoritative guidance or consensus. 
 
Other Information in Documents Containing Audited Financial Statements 
 
The consolidating information included in other financial information as of and for the six month 
period ended June 30, 2007, is presented for purposes of additional analysis and is not a required 
part of the statutory basis financial statements.  The additional information has been subjected to 
the auditing procedures applied in the audit of the statutory basis financial statements and, in our 
opinion, is fairly stated in all material respects in relation to the statutory basis financial 
statements taken as a whole. 
 
Disagreements with Management 
 
We encountered no disagreements with management over the application of significant 
accounting principles, the basis for management's judgments on any significant matters, the 
scope of the audit or significant disclosures to be included in the financial statements. 
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Page Three 
 
 
Consultations with Other Accountants 
 
We are not aware of any consultations management had with other accountants about accounting 
or auditing matters. 
 
Major Issues Discussed with Management Prior to Retention 
 
No major issues were discussed with management prior to our retention to perform the 
aforementioned audit. 
  
Difficulties Encountered in Performing the Audit 
 
We did not encounter any difficulties in dealing with management relating to the performance of 
the audit. 
 
Closing 
 
We will be pleased to respond to any questions you have about the foregoing. We appreciate the 
opportunity to continue to be of service to the Association. 
 
This report is intended solely for the information and use of the Audit Committee, Board of 
Governors, and management and is not intended to be and should not be used by anyone other 
than the specified parties. 
 
 

 
 
 
November 12, 2007 
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NOVEMBER 30, 2007 FWCJUA AUDIT COMMITTEE MEETING AGENDA      ATTACHMENT G 

  
FEDERAL INCOME TAX EXEMPTION FILING UPDATE 

 
The Committee shall receive an update on the federal income tax exemption filing from Andy Gray of 
Thomas Howell Ferguson to include the need to recognize a 2007 out-of-budget expense of $10,000 for the 
filing fee. 
 
No Committee action is required on this agenda item. 
 

Page 198 of 216



  
NOVEMBER 30, 2007 FWCJUA AUDIT COMMITTEE MEETING AGENDA      ATTACHMENT H 
 

PROCUREMENT 
 
The Committee shall be updated on the procurement requirements that became effective July 1, 2007 as a 
result of the enactment of Senate Bill 1894 and shall consider the future auditor appointment process.   
 
A
 

s a result of SB 1894, the FWCJUA is now subject to the following specific procurement requirements:   

1. Purchases that equal or exceed $2,500 but are less than or equal to $25,000, shall be made by 
receipt of written quotes, telephone quotes, or informal bids, whenever practical. 

2. The procurement of goods or services valued over $25,000 are subject to competitive solicitation, 
except in situations in which the goods or services are provided by a sole source or are deemed an 
emergency purchase, or the services are exempted from competitive-solicitation requirements under 
section 287.057(5)(f), Florida Statutes. Justification for the sole-sourcing or emergency procurement 
must be documented. 

3. Contracts for goods or services valued at or over $100,000 are subject to board approval. 
 
The following services are exempted from competitive-solicitation requirements under section 287.057(5)(f), 

lorida Statutes: F
 

1. Artistic services. 
2. Academic program reviews. 
3. Lectures by individuals. 
4. Auditing services. 
5. Legal services, including attorney, paralegal, expert witness, appraisal, or mediator services. 
6. Health services involving examination, diagnosis, treatment, prevention, medical consultation, or 

administration. 
7. Services provided to persons with mental or physical disabilities by not-for-profit corporations which 

have obtained exemptions under the provisions of section 501(c)(3) of the United States Internal 
Revenue Code or when such services are governed by the provisions of Office Management and 
Budget Circular A-122.  However, in acquiring such services, the agency shall consider the ability of 
the vendor, past performance, willingness to meet time requirements, and price. 

8. Medicaid services delivered to an eligible Medicaid recipient by a health care provider who has not 
previously applied for and received a Medicaid provider number from the Agency for Health Care 
Administration.  However, this exception shall be valid for a period not to exceed 90 days after the 
date of delivery to the Medicaid recipient and shall not be renewed by the agency. 

9. Family placement services. 
10. Prevention services related to mental health, including drug abuse prevention programs, child abuse 

prevention programs, and shelters for runaways, operated by not-for-profit corporations.  However, in 
acquiring such services, the agency shall consider the ability of the vendor, past performance, 
willingness to meet time requirements, and price. 

11. Training and education services provided to injured employees pursuant to section 440.491(6), 
Florida Statutes. 

12. Contracts entered into pursuant to section 337.11, Florida Statutes.  (Note:  This section addresses 
the contracting authority of the department of public transportation related to the construction and 
maintenance of all roads designated as part of the State Highway System or the State Park Road 
System or of any roads placed under its supervision by law. It also provides the department with 
authority to enter into contracts for the construction and maintenance of rest areas, weigh stations, 
and other structures, including roads, parking areas, supporting facilities and associated buildings 
used in connection with such facilities.) 

13. Services or commodities provided by governmental agencies. 
 
Attached for the Committee’s review is the procurement policy that was developed and implemented to 
comply with the provisions of the new law.    
 
The Committee shall provide direction with respect to the procurement of auditing services for year-
end 2008 and beyond.     
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FWCJUA Accounting Policy & Procedures 

Procurement Policy & Procedures 
Page 1 of 8 

July 1, 2007 

Procurement Policy & Procedures 
 
Purpose:  The objective of this policy is to ensure that competition is used to the extent 
practical and that proper justification is obtained when competition is not utilized.  The goal is to 
find the best balance of minimizing costs to the FWCJUA for goods and services while allowing 
reasonable response and flexibility.  
 
The FWCJUA is not subject to procurement under Florida Statutes, Chapter 287. 
 
Segregation of Duties:  Initiation of a purchase usually begins with one of the managers.  The 
initiating manager discusses with the Administration Manager what good and/or service is 
needed and completes the proper procurement initiation documentation (Appendix C).  The 
Administration Manager then follows the procedures outlined in regards to procurement, based 
on the value of the good and/or service.  Once all required documentation is obtained, the 
purchase is ordered.  When an order of goods arrives, the packing slip is compared with the 
order form for verification that all goods ordered were received.  The packing slip is given to 
accounting to be matched up with the invoice.  Approval of the invoice is signed by the initiating 
manager and one or more managers based on the amount of the invoice per the Purchase 
Authorizations Policy (Appendix B).  The accounting department will require all documentation 
before payment of an invoice.   
 
Purchases Category Levels:   
 
Category 1:  Purchases less than $2,500 shall be reviewed with consideration given to any 
quotes received, whenever practical.  Although quotes are not required on these purchases, it is 
suggested that comparison shopping be completed for the best price and/or item. 

• Purchases of goods (an individual invoice)  
• Annual contract / agreement price for a service 

 
Category 2:  Purchases that equal or exceed $2,500 but are less than or equal to $25,000 shall 
be made by receipt of written quotes, telephone quotes, or informal bids, whenever practical and 
any additional procedures for reasonable due diligence.   

• For goods (an individual invoice), each purchase requires at least two (2) price quotes.   
• For services, each purchase requires at least two (2) price comparisons, with the ability to 

remain with a service provider for five (5) years without a full price review unless service 
or price is unacceptable.    

Category 3:  Purchases over $25,000 are subject to competitive solicitation, except in situations 
in which the goods or services are provided by a sole source or are deemed an emergency 
purchase, or the services are exempted from competitive solicitation requirements under section 
287-057 (5)(f), Florida Statutes.  Sole sourcing or emergency procurement must be fully 
documented. (Refer to Appendix A for the FWCJUA’s Sole Source Providers)     
Category 4:  Purchases for goods or services valued at or over $100,000 are subject to Board 
approval.   
   
Approval of Purchases of Goods & Services: Overall expenses of the FWCJUA are initially 
approved by the Board through the Business Plan and Forecast at the beginning of each 
calendar year.  This approved forecast shall be deemed sufficient approval from the Board of 
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Governors regarding these expenses.  Purchases of goods and services outside of the 
Budgeted Forecast are taken to the Board for approval of the ‘out-of-budget’ expense and 
documented as such.  Purchases of goods & services, within the approved Budgeted Forecast, 
are then approved by the authorized managers according to their appropriate approval levels as 
indicated by the Purchase Authorizations Policy (Appendix B).   
 
Purchase amounts correlate to the actual amount of the purchase for goods (a single invoice) or 
the annual contract / agreement price for services.  As a large portion of the FWCJUA 
purchasing is for services related to the operations of the FWCJUA, these services will be 
considered based on their annual pricing.  Agreements / contracts for services will be selected 
for a five (5) year period with an annual review evaluating quality of service.  Therefore annual 
contract / agreement for services can be renewed if within five (5) years of selection contingent 
on acceptable service standards and pricing.  However, every five (5) years, the appropriate 
procurement review must be completed unless it is a sole source provider.  

 
Generally the types of FWCJUA purchases for good and services fall into the 
following categories:   
 
Office Services – generally are service contracts or agreements and therefore will be 
evaluated on an annual price basis.  After selection, the vendor may be utilized for five (5) 
years with an annual quality of service review.  After five (5) years of use, the appropriate 
pricing review must be completed. (cleaning, a/c maintenance, generator, fire suppression, 
phone system, phone service, electrical service, couriers, security, plants, coffee, paper 
shredder, safety deposit box, paychex, 401K administrator, flexible spending administrator,  
etc.) 
 
Office Equipment – generally a combination of a good and service which is most likely 
purchased with a lease agreement.  As it is preferred to have a term of five (5) years, lease 
terms may be required for a longer period. If a longer term is required, the lease must be 
approved by Executive Management.  Written quotes are required for a lease term longer 
than five (5) years and must contain a cancellation clause.  (copiers, postage machine) 
 
Office Supplies – generally are purchases of goods utilized in the office.  Each individual 
invoice amount must be properly evaluated and approved according to the appropriate 
procurement category requirements. (paper, pens, toner cartridges, envelopes, checks, 
break room supplies, etc.)  
Insurances – annual contracts for insurance coverage.  Pricing and coverage options are 
reviewed annually before purchase, however due to the tight insurance market for a small 
employer, availability and coverage may be limited to just a few carriers. (property & 
casualty, D&O, fidelity bond, workers’ compensation, medical/dental insurance, disability and 
life insurances) 
 
Hardware & Software – generally a combination purchase of a good and a service warranty.  
Each invoice amount must be properly evaluated and approved according to the appropriate 
category requirements.  Sole sourcing may be a consideration as will want to purchase 
goods that are compatible with existing equipment. (computer equipment, warranties, 
software) 
 
Service Providers – generally are service contracts and agreements and therefore will be 
considered on their annual price. Service provided will most likely fall into a category 2 
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through a category 4 type purchase.  Price will define which category; however selection will 
be based on a number of criteria. (policy administration, claims servicing, actuarial, auditing, 
tax, collections, bank, investment manager, general counsel, rating bureau, reinsurance 
broker)  

 
Definitions:   
 
Competitive Solicitation – means an invitation to bid, a request for proposals, an invitation to 
negotiate, or any other means deemed appropriate at the sole discretion of the FWCJUA to 
acquire competitive quotes for goods or services.  
   
Emergency Purchase - An emergency is defined as a situation which endangers the health, 
safety, or welfare of the association and/or its employees and policyholders, and is brought 
about by an unexpected event or circumstances beyond the association’s control.  In addition, 
an emergency purchase will be defined to include situations which may cause negative financial 
impact to the association or policyholders if immediate action is not taken (for example in the 
situation of a natural disaster or implementation of a statutory change or preservation and 
protection of property).  Therefore, the competitive solicitation process shall be waived due to 
the time constraints and a written statement outlining the conditions and circumstances requiring 
the emergency purchase be submitted as documentation for the purchase.  An emergency 
purchase will be initiated by the Executive Director in consultation with the Chair, Vice Chair, or 
Operations Committee Chair (as available).  The emergency purchase shall be limited to those 
goods and services necessary to meet the emergency.    
 
Exempt Services – under section 287-057 (5)(f), Florida Statutes, the following are not subject 
to the competitive solicitation requirements:   

1. Artistic Services. 
2. Academic program reviews. 
3. Lectures by individuals. 
4. Auditing services. 
5. Legal services, including attorney, paralegal, expert witness, appraisal, or mediator 

services. 
6. Health services involving examination, diagnosis, treatment, prevention, medical 

consultation, or administration.  
7. Services provided to persons with mental or physical disabilities by not-for-profit 

corporations which have obtained exemptions under the provisions of s.501(c)(3) of the 
United States Internal Revenue Code or when such services are governed by the 
provisions of Office of Management and Budget Circular A-122.  However, in acquiring 
such services, the agency shall consider the ability of the vendor, past performance, 
willingness to meet time requirements, and price.  

8. Medicaid services delivered to an eligible Medicaid recipient by a health care provider 
who has not previously applied for and received a Medicaid provider number from the 
Agency for Health Care Administration.  However, this exception shall be valid for a 
period not to exceed 90 days after the date of delivery to the Medicaid recipient and 
shall not be renewed by the agency.  

9. Family placement services.  
10. Prevention services related to mental health, including drug abuse prevention programs, 

child abuse prevention programs, and shelters for runaways, operated by not-for-profit 
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corporations.  However, in acquiring such services, the agency shall consider the ability 
of the vendor, past performance, willingness to meet time requirements, and price.  

11. Training and education services provided to injured employees pursuant to section 
440.491 (6), Florida Statutes.    

12. Contracts entered into pursuant to section 337.11, Florida Statutes.  (Note:  This section 
addresses the contracting authority of the department of public transportation related to 
the construction and maintenance of all roads designated as part of the State Highway 
System or the State Park Road System or of any roads placed under its supervision by 
law. It also provides the department with authority to enter into contracts for the 
construction and maintenance of rest areas, weigh stations, and other structures, 
including roads, parking areas, supporting facilities and associated buildings used in 
connection with such facilities.) 

13. Services or commodities provided by governmental agencies.   
Good – a tangible item with purchasing category defined by the amount of an individual invoice.    
Invitation to Bid – a written solicitation for competitive bids.  It may be used when the 
association is capable of specifically defining the scope of work for which a contractual service 
is required or when the association is capable of establishing precise specifications defining the 
actual goods required.  A written solicitation includes a solicitation that is electronically posted.    
 
Invitation to Negotiate – a written solicitation for competitive replies to select one or more 
vendors with which to commence negotiations for the procurement of goods or services.  It may 
be used when the association determines that negotiations may be necessary to receive the 
best value.  A written solicitation includes a solicitation that is electronically posted.    
 
Leases – commonly used for office equipment like copiers and the postage machine.  Lease 
terms required may be for a longer period than the five (5) years the FWCJUA has designated; 
however, the lease must be approved by Executive Director if a longer term is required.  Written 
quotes are required for a lease longer than five (5) years and must contain a cancellation 
clause.  Leases for real property, office space and storage units require advance review and 
approval of the Board.  
Quote – a written or verbal offer for goods or services. 
 
Request for Proposals - a written solicitation for competitive proposals.  It may be used when it 
is not practicable for the association to specifically define the scope of work for which the goods 
or service is required and when the association is requesting that a vendor propose a good or 
service to meet the specifications of the solicitation document.  A written solicitation includes 
solicitation that is electronically posted.  
 
Selection Criteria – A number of criteria will be considered when deciding upon the good or 
service to purchase.  Price is a factor but not always the deciding factor.  The criteria that the 
FWCJUA may consider include, but are not limited to, the following:  ability, service, past 
performance, compatibility, reliability, quality, ease of use, availability, and price.  The selection 
criteria which are used during the selection process will be a documented part of the evaluation 
process and become part of the procurement file.  
 
Service – an intangible benefit which will be valued as an annual cost.   
 
Service / Maintenance Agreements – the FWCJUA will decide how to handle these 
agreements on an individual case basis.  There are basically two options:  1) assumed risk 
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where no agreement exists and therefore, the FWCJUA assumes the risk / cost for repair or 
replacement and 2) a maintenance agreement where the FWCJUA contracts with a vendor for 
preventative maintenance visits and repairs when issues arise.  This determination should take 
into consideration the maintenance repair costs compared to the agreement costs, as well as 
the value, age, condition and critical use of the equipment.  The decision regarding the option 
choice will be documented in the procurement file.   
 
Sole Source – when a good or service is available from only one vendor or the necessary good 
to be purchased is the only good that is compatible with existing equipment.  This includes a 
uniquely qualified vendor who provides specialized services as determined by a reasonably 
thorough analysis of the marketplace.  The FWCJUA maintains a list of vendors in Appendix A 
that it has determined to be sole source providers, and therefore, competitive pricing / 
competitive solicitation documentation would not be a required part of the procurement file.    
Written Solicitation – an advertised offer in a newspaper of general circulation when such 
public notice is deemed to be in the best interest of the FWCJUA.  The written solicitation 
includes solicitation that is electronically posted.  
 
Considerations:  Only an officer of the corporation can sign agreements and/or contracts which 
financially commit the FWCJUA. 
 
Further, procurement of goods and services must comply with the FWCJUA’s Conflict of Interest 
and Code of Conduct policies.  It shall be a breach of ethical standards for any employee to 
accept, solicit, or agree to accept a gratuity of any kind for personal gain in connection with any 
contract for goods or services.  Current or potential vendors are prohibited from offering an 
employee a gratuity of any kind for the employee’s personal gain to influence the development 
of a contract or potential contract for commodities or services.  The term gratuity does not 
include informational or promotional materials such as books, reports, pamphlets, pens, 
calendars, periodicals or other such unsolicited materials.   
 
The FWCJUA, at its sole discretion, shall determine whether a response meets or exceeds 
specifications.  The FWCJUA reserves the right to reject any and all quotes/bids/proposals and 
such reservation shall be made part of the file.   
 
When multiple responses are equal in all respects, the FWCJUA will give preference to its 
current vendors provided they are performing satisfactorily.   
   
When only one quote/bid/proposal is received for the purchase of a good or service, the 
initiating manager will review the quote/bid/proposal to determine the reasons, if any, why only 
one was received.  If it is determined that a second request is in the best interest of the 
FWCJUA, then a second request will be initiated.  If it is determined that a second request is not 
in the best interest of the FWCJUA, then the circumstances should be documented and it is 
acceptable to proceed with the purchase.   
 
In the event, no quotes/bids/proposals are received; the FWCJUA may negotiate the purchase 
of the good or service at the most favorable terms.  
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Appendix A: Sole Source Providers 
 
Comcast Communications – Cable Internet Service  
 
Dell Computers – hardware and software provider 
 
FPL – Florida Power & Light  
 
Milliman – Subplan D Cash Flow Model 
 
NCCI, Inc. – National Council on Compensation Insurance, Inc.  – rating bureau 
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Appendix B:  Purchase Authorizations  
 

FLORIDA WORKERS' COMPENATION JOINT UNDERWRITING ASSOCIATION, INC. 
PURCHASE AUTHORIZATIONS POLICY 

   EFFECTIVE MARCH 2007 
CHECK SIGNING 

    

CHECK AMOUNT # OF SIGNERS 
REQUIRED AUTHORIZED SIGNERS SIGNER COMBINATION 

REQUIREMENTS 
Any Amount Two (2) Laura Torrence Any two (2) authorized signers 

    Michael Cleary (Facsimile signatures permitted  
    Chair (Charlie Clary) for payroll purposes only) 
    

INVOICES & CHECK REQUESTS 
    

INVOICE AMOUNT # OF SIGNERS 
REQUIRED AUTHORIZED SIGNERS SIGNER COMBINATION 

REQUIREMENTS 
$0.00 - $1,000.00 One (1) Laura Torrence Any Authorized Signer 

    Michael Cleary   
    Laura Reay Lopez   
    Marc Babin   
    Kathy Coyne   
    Lisa Robertson   

$1,000.01 - $5,000.00 One (1) Laura Torrence Any Authorized Signer 
   Michael Cleary   
   Laura Reay Lopez   

$5,000.01 & Over Two (2) Laura Torrence Any Authorized Signer 
    Michael Cleary   
    Laura Reay Lopez   

    
EXPENSE REPORTS 

    
EXPENSE REPORTS 

FOR: 
# OF SIGNERS 

REQUIRED APPROVAL AUTHORITY (Preference Listed in Order) 

Board Members & all One (1) Laura Torrence 
others not specifically      
mentioned in this table       

Laura Torrence One (1) Laura Reay Lopez 
  Officer Michael Cleary 
    Chair (Charlie Clary) 

Michael Cleary One (1) Laura Torrence 
    Laura Reay Lopez 

Laura Reay Lopez One (1) Laura Torrence 
    Michael Cleary 

Marc Babin One (1) Laura Torrence 
Kathy Coyne   Michael Cleary 

Lisa Robertson   Laura Reay Lopez 
  One (1) Laura Torrence 

Employee Preferably Michael Cleary 
  Direct Laura Reay Lopez 
  Supervisor Marc Babin 
    Kathy Coyne 
    Lisa Robertson 
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Appendix C:   Procurement Initiation Documentation 
 
 
Requested Good and/or Service:  _______________________________________________ 
 
Purchase Category Level: ________________ 
 
Quotes Considered:  

 
 
 
 
 
 
 
 
 
 
 
Vendor Selected: _____________________________________________________________ 
 
Details of Purchase: __________________________________________________________ 
 
____________________________________________________________________________ 

 
 
Initiating Manager Approval: ___________________________________________________ 
 
Administration Manager Approval: ______________________________________________ 
 
Additional Manager Approval (if needed):_________________________________________ 
 
Date:  _____________________________ 
 
 
Accounting:  All documentation received?  _______________ 
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NOVEMBER 30, 2007 FWCJUA AUDIT COMMITTEE MEETING AGENDA      ATTACHMENT I 
 

AUDIT COMMITTEE CHARTER CHECKLIST 
 
The Audit Committee shall review its third and fourth quarter responsibilities for the financial reporting period 
ending December 31, 2007 as prescribed in the Audit Committee Charter Procedures Checklist.  The 
Committee’s third and fourth quarter responsibilities which require discussion are summarized below:   
 

1) Provide orientation training for new committee members.  
 
2) Review the audit committee charter to determine whether its responsibilities are adequately 

described. 
 
3) Discuss the committee’s communication and performance expectations with management and 

independent auditors. 
 
4) Discuss any significant risks faced by the Association in the current environment.  Provide 

information to the Committee on the Association’s structure, controls and types of transactions. 
 
5) Evaluate whether management exhibits and fosters a culture and environment that promotes high-

quality financial reporting, including addressing adequacy and effectiveness of internal control issues 
as well as approval and monitoring of special or complex transactions. 

 
6) Receive update from management about reports received from regulators and their responses to 

those reports.   
 
7) Review quality control procedures of the independent auditor over the audit function.  Review 

planned scope of the independent auditors, results of their work, changes in the planned scope, the 
extent of control testing to be performed, and the extent and appropriateness of the coordination of 
their activities.  

 
8) Determine that the independent auditors are appropriately compensated to provide well-trained, 

highly experience personnel required to perform the necessary procedures for a high-quality audit.   
Establish a process for the appointment, compensation and oversight of the independent auditors.  
Also, establish a process for pre-approving the audit and non-audit services to be provided by the 
independent auditors.  When warranted, termination and reappointment of a replacement auditor.  

 
9) Inquire about the independent auditors’ quality control safeguards and independence.  Inquire as to 

the results of the independent auditors’ latest peer reviews, as well as the status of significant 
litigation or disciplinary actions by regulatory bodies.   

 
10) Discuss any significant risks faced by the Association in the current environment.  

 
11) Receive update from management about reports received from regulators and their responses to 

those reports.   
 

12) Distribute and discuss the Association’s financial results and the consistency of reported and 
planned results.  Review significant balance sheet changes or changes in trends or important 
financial statement relationships.   

 
13) Review Association’s accounting principles and practices and compare to industry norms.  Review 

any new or proposed accounting and auditing topics affecting the company. 
 

14) Provide meaningful and focused updates to the Board of Governors after each committee meeting.  
Annual Report to the full Board of Governors on the audit committee functions during the year with 
their completion following the audit charter checklist. 

 
A copy of the Audit Committee Charter Procedures Checklist is attached.   
 
The Committee shall address its third and fourth quarter responsibilities as prescribed in the Audit 
Committee Charter Procedures Checklist.   
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Florida Workers' Compensation Joint Underwriting Association, Inc. 
Audit Committee Charter Procedures Checklist

For the financial reporting period ended December 31, 2007

Understanding Roles and Responsibilities 1st 
Qtr

2nd 
Qtr

3rd 
Qtr

4th 
Qtr

As 
Needed 

Done by: 
(initials) Completed Comments

1. Review the audit committee charter to determine
whether its responsibilities are adequately described. 

     
X

2. Discuss the committee’s communication and
performance expectations with management and
independent auditors. 

X

3. Engage internal and external resources as the
committee determines necessary to carry out its duties.  X

4. Establish direct access to the independent auditors.  
X

5. Establish a process to respond to any reports from
the corporate attorneys regarding material violations of
laws or breaches of fiduciary duties.  

X

6. Develop a meeting planner to make sure that the
committee meets its responsibilities as outlined in its
Charter. 

X X X X X Date selection postponed due to 
reseating of the Board. 

7. Prepare minutes for all meetings and circulate in
draft form to members prior to being finalized. X X X X X

Minutes are prepared and included in 
the next Audit committee meeting 

agenda for approval.
8. Provide orientation training for new committee
members.  X

A brief introduction will be provided at the 
Nov. 30 meeting with more depending upon 

new committee member request.

Understanding the Business 1st 
Qtr

2nd 
Qtr

3rd 
Qtr

4th 
Qtr

As 
Needed 

Done by: 
(initials) Completed Comments

1. Provide information to the Committee on the
Association’s structure, controls and types of
transactions. 

X X X X X 2006 favorable audit findings were 
discussed. 

1
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Florida Workers' Compensation Joint Underwriting Association, Inc. 
Audit Committee Charter Procedures Checklist

For the financial reporting period ended December 31, 2007

Understanding the Business (cont.) 1st 
Qtr

2nd 
Qtr

3rd 
Qtr

4th 
Qtr

As 
Needed 

Done by: 
(initials) Completed

Comments

2. Communicate the types of significant risks faced by
the Association in the current environment including:      

At the 3/27/07 meeting the only 
significant risk commented on was the 

pending legislation. 
• Competitive trends.                                                   X X X X
• Significant customers and suppliers. X
• Regulatory requirements X X X X
3. Evaluate whether management exhibits and fosters a
culture and environment that promotes high-quality
financial reporting, including addressing internal control
issues.

X X X X
Discussed at the 3/27/07 meeting as a 

result of the 2006 audit; THF was 
unaware of any issues

4. Determine how management is assessing the
adequacy and effectiveness of internal controls. X X X X THF noted there were no internal 

controls issues noted. 

5. Discuss with the independent auditors any significant
improvement recommendations in internal controls and
whether management has adequately addressed them. X

THF made no internal control 
recommendations as a result of the 

2006 Financial Audit.

6. Assess whether the Association has an appropriate
business continuity plan and whether that plan has
been tested. 

X
The FWCJUA is continuously updating the 
business continuity and disaster recovery 

plan document. 

7. Discuss with the independent auditors whether they
noted any instances of employee fraud, questionable or
illegal payments, or violations of laws or regulations. X

THF advised that they noted no 
instances of such in their 2006 

Financial Audit. 

8. Obtain an understanding of management’s
compensation structure and whether the current
structure could increase the possibility of inappropriate
behavior to maximize compensation. 

X
Audit Chair sits on Executive 

Compensation Committee which meets 
several times a year.

9. Assess whether there are adequate controls over the
approval and monitoring of special or complex
transactions. 

X X X X THF advised that there are adequate 
controls over such transactions.

2
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Florida Workers' Compensation Joint Underwriting Association, Inc. 
Audit Committee Charter Procedures Checklist

For the financial reporting period ended December 31, 2007

Understanding the Business (cont.) 1st 
Qtr

2nd 
Qtr

3rd 
Qtr

4th 
Qtr

As 
Needed 

Done by: 
(initials) Completed

Comments

10. Receive update from management about reports
received from regulators and their responses to those
reports. X

Market Conduct Exam received in June 
2007 was very favorable with no compliance 

issues found and with minor 
recommendations made. 

11. Receive an update from the general counsel on
legal and regulatory matters that may have a material
effect on the financial statements.  

X X
At the March meeting, Maida had nothing to 
report regarding regulatory or legal updates 
which would affect the current financials of 

the FWCJUA.

Oversight of Financial Reporting Process 1st 
Qtr

2nd 
Qtr

3rd 
Qtr

4th 
Qtr

As 
Needed 

Done by: 
(initials) Completed Comments

1. Distribute and discuss the Association’s financial
results and the consistency of reported and planned
results.

X X X X
2006 Annual discussed at the March Board 
Meeting and 1st quarter 2007 presented at 

the June Board Meeting. 

2. Review significant balance sheet changes or
changes in trends or important financial statement
relationships.

X X X X
2006 Annual discussed at the March Board 
Meeting and 1st quarter 2007 presented at 

the June Board Meeting. 

3. Review Association’s accounting principles (including
changes in them) and practices and compare to
industry norms. X X

This review was completed during 2006 and 
again with the passage of SB1894 resulting 
in the implementation of one new policy & 

procedure for procurement.

4. Review management’s process for identifying related
party transactions. X Not applicable at this time. 

5. Review any new or proposed accounting and
auditing topics affecting the company. X X

Mid-year reinsurance premium 
entries booked as a result of the 

June 30, 2007 audit. 
6. Question management and the auditors about how
they assess the risk of material misstatement, what the
significant risks are, and how they respond to identified
risks. 

X

Discussed at the 3/27/07 meeting and 
THF advised that no material 

misstatements were found as a result 
of the 2006 Financial Audit. 

7. Challenge management and the auditors to identify
the difficult areas (e.g. significant estimates and
judgments) and to fully explain how they each made
their judgments in those areas. 

X

Discussed at the 3/27/07 meeting - the most 
significant estimate is loss reserves and the 

decision is made by the Board with 
guidance from the FWCJUA's external 

actuaries. 
3
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Florida Workers' Compensation Joint Underwriting Association, Inc. 
Audit Committee Charter Procedures Checklist

For the financial reporting period ended December 31, 2007

Oversight of Financial Reporting Process (cont.) 1st 
Qtr

2nd 
Qtr

3rd 
Qtr

4th 
Qtr

As 
Needed 

Done by: 
(initials) Completed

Comments

8. Review proposed significant, complex, and/or
unusual transactions and their financial statement
effects.

X X Not applicable at this time. 

9. Obtain an understanding of why management did not
correct audit differences that were identified and what
the effect would be on the financial statements if those
differences were corrected in the current period. 

X Discussed at the 3/27/07 Meeting and 
No Audit Difference were found. 

10. Review actuarial analysis report and have
opportunity to confer independently with actuary.

X

The entire Board decides the loss reserves 
to be booked on the financials after review 

presented by Milliman and each Board 
member has direct access to the 

FWCJUA's actuary. 

Oversight of Audit Function 1st 
Qtr

2nd 
Qtr

3rd 
Qtr

4th 
Qtr

As 
Needed 

Done by: 
(initials) Completed

Comments

1. Inquire as to the results of the independent auditors’
latest peer and internal reviews, as well as the status of
significant litigation or disciplinary actions by regulatory
bodies. 

X

2. Review quality control procedures of the
independent auditor over the audit function X

3. Review planned scope of the independent auditors,
results of their work, changes in the planned scope, the
extent of control testing to be performed, and the extent
and appropriateness of the coordination of their
activities.  

X

4. Determine that the independent auditors are
appropriately compensated to provide well-trained,
highly experience personnel required to perform the
necessary procedures for a high-quality audit.  

X

4
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Florida Workers' Compensation Joint Underwriting Association, Inc. 
Audit Committee Charter Procedures Checklist

For the financial reporting period ended December 31, 2007

5. Establish a process for the appointment,
compensation and oversight of the independent
auditors. Also, establish a process for pre-approving
the audit and non-audit services to be provided by the
independent auditors. When warranted, termination
and reappointment of a replacement auditor. 

X X

At the Board's June 12th meeting, THF 
was confirmed for the 12/31 and 

6/302007 audits as well as the non-
audit service of compiling the tax 

exempt filing for th IRS to be filed on or 
before 1/1/2008.

Audit Committee Communication 1st 
Qtr

2nd 
Qtr

3rd 
Qtr

4th 
Qtr

As 
Needed 

Done by: 
(initials) Completed

Comments

1. Provide meaningful and focused updates to the
Board of Governors after each committee meeting. X X X X X Audit Results were presented to the 

Board at their June meeting. 

2. Provide an opportunity for the independent auditors
to be available to the full Board of Governors at least
annually to review the results of the audit. 

X
THF presented the results of the audit to the 

Board in June and is available for other 
meetings as the Board desires.

3. Meet at least annually to assess management’s
effectiveness and communicate the results of that
assessment. 

X
The Chair of the Committee 

commented staff on doing a good job 
this past year. 

4. Inquire of the auditors about management’s
corrective actions regarding control deficiencies
identified. 

X
Discussed at the 3/27/07 meeting 

however no control deficiencies were 
identified. 

5. Inquire of the auditors about pressure by
management to accept less than high-quality financial
reporting.  

X THF advised of no pressure from 
management. 

6. Inquire about the independent auditors’ quality
control safeguards and independence. X

7.  Provide vehicle for employees or others to have 
direct access to audit committee to report concerns.   
Annually all Board Members, Officers and Employees 
will read and sign the Code of Conduct and/or Conflict 
of Interest Statements. 

X X

Updated Business Conduct Letter with 
new Committee members and handed 
out to all employees on 11/16/07 - a 

copy of the letter is attached.

8.  Annual Report to the full Board of Governors on the 
audit committee functions during the year with their 
completion following the audit charter checklist. 

X

5
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Florida Workers' Compensation Joint Underwriting Association, Inc.
Audit Committee Charter Quarterly Duties

   

Quarterly Duties & Responsibilities 1st Qtr 2nd Qtr 3rd Qtr 4th Qtr
Develop meeting planner X X X X
Prepare minutes for all meetings X X X X
Provide information on controls & transactions X X X X
Communicate significant risks X X X X
Evaluate management's exhibits X X X X
Assess effectiveness of internal controls X X X X
Assess controls over complex transactions X X X X
Discuss financial results X X X X
Review significant balance sheet changes X X X X
Provide updates to Board of Governors X X X X

Review actuarial analysis report X
Update from General Counsel X
Discuss recommendations with auditors X
Discuss questionables with auditors X
Question about material misstatements X
Challenge the difficult areas X
Review significant transactions & I/S affects X
Obtain understanding of audit differences X
Auditors available to the full Board of Governors X
Assess management's effectiveness X
Inquire about management's corrective actions X
Inquire about pressure from management X
Review quality control procedures X X
Review scope of audit X X
Results of independent auditors' peer review X
Appointment of auditor X
Determine if auditors are appropriately compensated X
Inquire about auditors' quality control X
Review Audit Committee Charter X
Describe procedure for communication X
Annual report to the Board of Governors X
Discuss performance expectations X
Review accounting principles X
Review new/proposed accounting topics X

The Audit Committee duties have been broken down into quarters, however we anticipate having 3 
meetings of the Committee each year.  1st and 2nd quarter duties will be discussed at the March 
meeting after completion of the audit.  3rd quarter duties will be discussed at the July/August meeting 
for the mid year review.  4th quarter duties will be discussed at the October/November meeting prior to 
the preliminary audit and internal controls review. 

Page 214 of 216



Florida Workers Compensation 
Joint Underwriting Association, Inc. 

P.O. Box 48957, Sarasota, FL 34230-5957 
 • Tel (941) 378-7400  • Fax (941) 378-7405  • www.fwcjua.com 

BOARD OF GOVERNORS:  Charlie Clary, Chair; Fred Bennett; Dan Dannenhauer; Rick Hodges;  
Bob Milligan; Claude Revels; Brett Stiegeol; Beth Vecchioli; James Ward 

 
To:  All Employees 
 
From:  FWCJUA 
   
Date:  16 November 2007 
 
Re:  Business Conduct Issues 
 
 
In maintaining compliance with Sarbanes-Oxley, the FWCJUA would like to provide a direct line of 
communication from it employees to ‘management’ in regards to business conduct issues.  Maintaining high 
standards means conducting business ethically and legally.  Unethical, illegal, or irresponsible acts can 
cause serious loss or harm to a company, its employees, and its customers.  This is why it is everyone’s 
responsibility to help prevent these activities.   
 
Some common examples of this type of behavior are:  
 

- Accounting and auditing irregularities 
- Theft and Fraud 
- Conflicts of Interest 
- Destroying, altering, or falsifying company records 
- Disclosure of proprietary information 
- Misuse of company assets 
- Harassment / Discrimination 
- Bribery 
- Threats to personal safety 
- Creating or ignoring safety hazards 
- Violations of governmental compliance regulations 
- Vandalism or sabotage 

 
If you have any concerns, please contact your supervisor, Audit Committee or the FWCJUA’s auditors.  You 
have direct access to the Audit Committee Board Members or FWCJUA’s auditors if you would feel more 
comfortable talking to someone ‘outside’ the company.  
 
Audit Committee Board Members:     FWCJUA Auditors:   
 
Fred Bennett – Chair       Andy Gray  

Phone: 813-470-5009      Phone:  850-521-3161 
Fax:   813-470-5082      Fax:   850-668-8199 
Email:   Fred.Bennett@lykes.com    Email:   agray@thf-cpa.com 

 
Bob Milligan        Bill Ferguson  
 Phone: 850-413-5980      Phone:  850-521-3171 
 Fax: 850-487-0453      Fax: 850-668-8199 
 Email: bob.milligan@fldfs.com     Email:  WAF@thf-cpa.com 
 
Beth Vecchioli 
 Phone: 850-224-1585 
 Fax:  850-222-0398 
 Email:  bvecchioli@carltonfields.com  
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11/16/2007 – Passed out Business Conduct Letter to all Employees 
 
 

Signature     Date Rec’d 
 
Laura Torrence  ________________________________              _______________ 
 
 
Michael Cleary  ________________________________  _______________ 
 
 
Laura Lopez  ________________________________  _______________ 
 
 
Marc Babin  ________________________________  _______________ 
 
 
Kathy Coyne  ________________________________  _______________ 
 
 
Lisa Robertson  ________________________________  _______________ 
 
 
Tracie Brandon  ________________________________  _______________ 
 
 
Larry Cage  _______________________________  _______________ 
 
 
Leo Canton  ________________________________  _______________ 
 
 
Susan Schmidtke ________________________________  _______________ 
 
 
Janis Scott  ________________________________  _______________ 
 
 
Lavender Suarez ________________________________  _______________ 
 
 
Lisa Wagner  ________________________________  _______________ 
 
 
Terri Woods  ________________________________  _______________ 
 
 
Stacy Young  ________________________________  _______________ 
 
 
 

Page 216 of 216


	ANTI-TRUST PREAMBLE
	Attach E3 - 2006 Market Conduct Exam Final Report with Exhibits.pdf
	FWCJUA BOARD OF GOVERNORS BULLETIN 07-31




