Fl ori da House of Representatives - 1997 HB 1815
By the Conmittee on Financial Services and Representatives

Saf| ey, Lippnman, Maygarden, Flanagan, Bainter, Lawson, Rayson
Bal | and Dennis
1 A bill to be entitled
2 An act relating to property insurance; anending
3 s. 215.555, F.S.; specifying appropriations of
4 certain noneys in the Florida Hurricane
5 Cat astrophe Fund for certain purposes; anending
6 S. 624.4071, F.S.; providing that policyhol ders
7 of special purpose honmeowner i nsurance
8 conpani es are subject to energency assessnents;
9 anending s. 626.752, F.S.; deleting the role of
10 the market assistance plan in the renoval of
11 policies fromthe Residential Property and
12 Casualty Joint Underwriting Association
13 anending s. 627.0628, F.S.; providing for a
14 rebuttabl e presunption of correctness of
15 certain findings and facts; anendi ng s.
16 627.0629, F.S.; authorizing insurers to
17 i mpl erent certain discounts or differentials
18 under certain circunstances; establishing a
19 programto be adm nistered by the Florida
20 W ndst orm Underwriting Association for the
21 pur pose of providing grants to certain
22 honmeowners for certain purposes; requiring the
23 Departnent of Comrunity Affairs to establish
24 certain standards for certain purposes;
25 providing requirenents; requiring the Florida
26 W ndst orm Underwriting Association to identify
27 areas of the state for certain purposes;
28 anending s. 627.351, F.S.; providing standards
29 for menbership in the Florida W ndstorm
30 Underwriting Association; providing exclusions
31 from nenbershi p; providing definitions;
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1 requiring retention of profits; providing for
2 participation in regul ar assessnents by nenber
3 insurers; prohibiting credits, exenptions,

4 l[imtations, defernment, or other relief from
5 participation in energency assessnents

6 coll ected from policyhol ders; conform ng

7 references; creating a limtation upon an

8 assessnent; providing for participation in

9 ener gency assessnents; providing for the

10 financing of bond or other indebtedness;

11 providing for a market equalization surcharge;
12 aut hori zi ng | ocal governnents to issue bonds
13 and pay for fund rei nbursenent; authorizing
14 limted apportionnent for conpanies witing a
15 speci fi ed percentage of the total countryw de
16 property insurance premuns in this state;

17 providing for rates of the association

18 limting liability of association nenbers under
19 certain circunstances; requiring underwiting
20 criteria; providing standards for eligibility
21 of new and covered risks; providing for
22 establ i shnent of operational procedures;
23 providing for a notice to be placed in the
24 associ ati on policy; authorizing the
25 establi shnent of a partnership, a trust, and a
26 limted liability conpany; providing for
27 certain powers; providing legislative intent;
28 providing for the protection of creditors;
29 providing for nmenbership in the Residential
30 Property and Casualty Joint Underwiting
31 Associ ation; providing definitions; providing
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1 for the paynent of regular assessnents;

2 requiring participation in enmergency

3 assessnents collected from policyhol ders

4 wi thout credit, limtation, defernent, or

5 exenption; creating a limtation upon an

6 assessnent; providing technical corrections;

7 providing for agent comn ssions; providing for
8 a mar ket equalization surcharge; providing for
9 rates; authorizing |ocal governnents to issue
10 bonds; limting credits, lintations,

11 exenptions, or defernents fromregul ar

12 assessnents to period of tinme; authorizing the
13 sal e of revenue bonds; anending s. 627.3511

14 F.S.; providing for the cancellation of

15 policies; providing terns for the paynent for
16 the renoval of policies; providing definitions;
17 providing for exenptions and credits from

18 regul ar assessnments but not energency

19 assessnents for a linted period of tine;

20 providing terns for replacenent of policies;
21 maki ng technical corrections; providing for

22 rel ease of noneys from escrow accounts;

23 expandi ng the condom ni um associ ati on take-out
24 plan to all commercial residential policies

25 providing terns for the assunption of policies;
26 providing for the calculation of regular and
27 energency assessnents for certain insurers;

28 anending s. 627.3512, F.S.; providing for

29 recoupnent of residual nmarket deficit

30 assessnents under certain circunstances;

31 creating s. 627.3513, F.S.; providing standards
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and procedures for underwiting associations to
i ssue bonds; creating s. 627.3516, F.S.
providing for a residual property insurance

mar ket coordi nating council; providing for

duti es and nenbership; anending s. 627.4025,
F.S.; revising a definition of residential
coverage; anending s. 627.701, F.S.; providing
for certain offers up to a specified
deducti bl e; authorizing alternative deducti bl es
for certain property; conforning cross
references; providing an effective date.

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

Section 1. Paragraph (c) of subsection (7) of section
215.555, Florida Statutes, 1996 Suppl enent, is anmended to
read:

215.555 Florida Hurricane Catastrophe Fund. --

(7) ADDI TI ONAL PONERS AND DUTI ES. - -

(c)1l. Each fiscal year, the Legislature shal
appropriate fromthe investnent inconme of the Florida
Hurri cane Catastrophe Fund an anobunt no less than $10 million
and no nore than 35 percent of the investnent incone fromthe
prior fiscal year for the purpose of providing funding for
| ocal governnents, state agencies, public and private
educational institutions, and nonprofit organizations to
support prograns i ntended to i nprove hurricane preparedness,
reduce potential |osses in the event of a hurricane, provide
research into neans to reduce such | osses, educate or inform
the public as to neans to reduce hurricane | osses, assist the
public in deternmining the appropriateness of particul ar
upgrades to structures or in the financing of such upgrades,

4
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or protect local infrastructure frompotential danmage froma
hurricane. It is the intent of the Legislature that these

noneys be appropriated in such a nmanner as to naxinize

potential reductions in hurricane danage while mnim zing

costs. Moneys shall first be available for appropriation under
this paragraph in fiscal year 1997-1998. Moneys in excess of
the $10 nmillion specified in this paragraph shall not be
avail abl e for appropriation under this paragraph if the State
Board of Administration finds that an appropriation of
i nvestnent incone fromthe fund woul d jeopardi ze the actuari al
soundness of the fund.

2. Moneys made avail abl e under this paragraph shall be

appropriated as foll ows:

a.(l) Eighty-five percent of the nopneys appropriated

under this paragraph in any fiscal year shall be allocated to

the Departnent of Community Affairs for prograns to i nprove

the wind resistance of residences, including | oan subsidies,

grants, and denpnstration projects; cooperative prograns wWith

| ocal governnents, the Federal Governnent, and the | nsurance

Institute for Property Loss Reduction; and other efforts to

prevent or reduce | osses or reduce the cost of rebuilding

after a disaster.

(I'1) Eligibility for |oan subsidies and other forns of

direct assistance to property owners is linmted to

policyhol ders of the Florida Wndstorm Underwriting

Associ ation. Actions taken by a property owner pursuant to

such | oan subsidies and direct assistance qualify the property

owner for premumdiscounts as filed by the association

approved by the Departnent of |Insurance and do not constitute

changes, additions, or inprovenents to honestead property

within the neaning of chapter 193. No nore than 25 percent of
5
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the total value of such | oan subsidies and direct assistance

shall be awarded on the basis of the incone of the recipient.

At |least 10 percent of the total value of such | oan subsidies

and direct assistance shall be used for nobil e hones,

i ncluding prograns to i nspect and i nprove tie-downs.
(1'11) The Departnent of Community Affairs shal
devel op the programin consultation with an advi sory counci

consisting of: representatives of the Departnent of

| nsurance, the Residential Property and Casualty Joint

Underwriting Association, the Florida Wndstorm Underwiting

Associ ation, nortgage |lenders, hone builders, building

officials, insurance conpanies, the Insurance Institute for

Property Loss Reduction, Federation of Mbile Hone Owers, a

code devel opnent agency, and the Federal Energency Managenent

Agency; the | nsurance Consuner Advocate; and the Chief

Operating Oficer of the Florida Hurricane Catastrophe Fund.

(1V) Moneys appropriated under this sub-subparagraph

are intended to supplenent other funding sources of the

Departnent of Comunity Affairs and nmay not suppl ant ot her

sources of funding for the Departnent of Community Affairs.

b. Five percent of the nobneys appropriated under this

subparagraph in any fiscal year shall be allocated to the

O fice of the Insurance Consuner Advocate of the Departnent of

| nsurance for the purpose of consuner education, infornmation

and outreach to encourage consuners to take actions that wll

reduce their property insurance costs, including a statew de

nedi a public awareness canpaign utilizing tel evision and radio

whi ch nust be matched by at |east an equal anpbunt of in-kind

services, with a goal of three tines the funds bei ng mat ched

by in-kind services. WNbneys appropriated under this

sub- subparagraph are intended to suppl enent ot her funding
6
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sources of the |nsurance Consuner Advocate and may not

suppl ant other funding for the Ofice of the Insurance

Consuner Advocate. The I nsurance Consuner Advocate shal

consult with the Departnent of Community Affairs prior to

expendi ng funds under this sub-subparagraph

c. Ten percent of the noneys appropriated under this

paragraph in any fiscal year shall be allocated to the State

University Systemto support prograns of research and

devel opnent, including denonstration projects, with regard to

hurricane | oss reducti on devices and techni ques for residences

and nobil e homes and the cal cul ati on of potential |oss

reduction for use in insurers' rate filings. Research and

devel opnent prograns under this sub-subparagraph nust be

mat ched by at | east an equal anmount of funds or in-kind

services fromentities other than the State University System

The State University Systemshall consult with the Departnent

of Community Affairs prior to expending funds under this

sub- subpar agr aph.

On January 1, 1999, and annually thereafter, the Departnent of

Community Affairs shall provide a full report and accounting

of activities under this paragraph and an eval uati on of such

activities to the Speaker of the House of Representatives and

the President of the Senate and Majority and Mnority Leaders

of the House of Representatives and the Senate.
Section 2. Subsection (2) of section 624.4071, Florida
Statutes, 1996 Supplenent, is anended to read:

624. 4071 Special purpose honeowner insurance
conpany. - -
(2) A special purpose honeowner insurance conpany must
have a parent conpany, and both conpani es nust neet the
7
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1| requirenents of this subsection in order for the subsidiary to
2| qualify for and maintain a certificate of authority under this
3| section.

4 (a) The parent conpany nust be an adnmitted insurer in
5| at least one state in the United States and nust have over $50
6| mllion in capital and surpl us.

7 (b) The parent conpany nust have and nmintain at |east
8| 51 percent of the equity and at | east 51 percent of the

9| control of the special purpose honeowner insurance conpany.

10 (c) An insurer not authorized to transact business in
11| this state, but that otherwi se neets the requirenents of this
12 | section, may apply as a special purpose honeowner insurance

13 | conpany.

14 (d) The special purpose honeowner insurance conpany

15| nust:

16 1. Have and maintain at |least $10 nmillion in surplus
17 | and otherw se satisfy the requirenents of s. 624.4095.

18 2. Be a nenber of the Florida Insurance Guaranty

19 | Association and the Florida Hurricane Catastrophe Fund, and be
20 | subject to any of their required assessnents and premn um
21 | charges. However, a special purpose honmeowner i nsurance
22 | conpany nmay not be a nenber of the Florida Wndstorm
23 | Underwiting Association or the Florida Residential Property
24 | and Casualty Joint Underwriting Association, and neither the
25| conpany nor its policyholders are subject to any assessnents
26 | by these associations except for energency assessnents
27 | collected from policyhol ders pursuant to s.
28| 627.351(2)(b)2.d.(I11), and s. 627.351(6)(b)3.d. For the sole
29 | purpose of levying and coll ecting energency assessnents and
30| determining the statewide witten preniumfor property
31| i nsurance, special purpose honeowner insurance conpani es shal
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1| be considered nenber insurers of the Florida Wndstorm

2| Underwriting Association and the Florida Residential Property
3| and Casualty Joint Underwiting Association

4 3. Ofer coverage for all perils, including w ndstorm
5]in providing residential coverage as defined in s. 627.4025. A
6 | speci al purpose honmeowner insurance conpany's rates nust be

7| filed with the departnent. After a period of 1 year fromthe

8 | date a conpany receives a certificate of authority, the

9| conpany's rates are subject to departnment approval under s.

10 | 627. 062.

11 Section 3. Subsection (5) of section 626.752, Florida
12 | Statutes, is anended to read:

13 626. 752 Exchange of business. --

14 (5) Wthin 15 days after the last day of each nonth,
15| any insurer accepting business under this section shall report
16 | to the departnent the nane, address, telephone nunber, and

17 | social security nunber of each agent from which the insurer

18 | received nore than 24 personal |ines risks during the cal endar
19 | year, except for risks being renoved fromthe Residential
20| Property and Casualty Joint Underwiting Association and
21| placed with that insurer through—thefarket—asststance—ptan by
22 | a brokering agent. Once the insurer has reported pursuant to
23| this subsection an agent's nanme to the departnent, additiona
24 | reports on the sane agent shall not be required. However, the
25| fee set forth in s. 624.501 shall be paid for the agent by the
26 | insurer for each year until the insurer notifies the
27 | departnent that the insurer is no |longer accepting business
28 | fromthe agent pursuant to this section. The insurer may
29 | require that the agent reinburse the insurer for the fee.
30
31
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Section 4. Paragraph (c) of subsection (3) of section
627.0628, Florida Statutes, 1996 Supplenent, is anended to
read:

627. 0628 Florida Conmi ssion on Hurricane Loss
Proj ecti on Met hodol ogy. - -

(3) ADOPTI ON AND EFFECT OF STANDARDS AND GUI DELI NES. - -

(c) Wth respect to arate filing under s. 627.062, an
i nsurer nay enpl oy actuarial nethods, principles, standards,
nodel s, or output ranges found by the conmi ssion to be
accurate or reliable to determine hurricane |oss factors for
use in a rate filing under s. 627.062, which findings and
factors are admissible and relevant in consideration of a rate
filing by the departnment or in any arbitration or

adm nistrative or judicial review

Section 5. Subsections (8), (9), (10), and (11) are
added to section 627.0629, Florida Statutes, 1996 Suppl enent,
to read:

627.0629 Residential property insurance; rate
filings.--

(8) An insurer may inplenent appropriate discounts or

other rate differentials of up to 10 percent of the annua

premiumto nobile hone owners who provide to the insurer

evi dence of a current inspection of tie-downs for the nobile

hone, certifying that the tie-downs have been properly

installed and are in good condition

(9) EVALUATI ON OF RESI DENTI AL PROPERTY STRUCTURAL
SOUNDNESS. - -

(a) It is the intent of the Legislature to provide a

pr ogr am wher eby honeowners nay obtain an eval uation of the

wi nd resistance of their hones with respect to preventing

damage from hurricanes, together with a recommendati on of
10
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1| reasonable steps that nay be taken to upgrade their hones to
2| better withstand hurricane force w nds.

3 (b) The Legislature hereby authorizes the

4 | establishnment of a programto be adninistered by the Florida
5] Wndstorm Underwriting Associ ati on

6 (c) The programshall provide grants to honeowners,

7| for the purpose of providing honeowner applicants with funds
8 | to conduct an evaluation of the integrity of their hones with
9| respect to withstanding hurricane force wi nds, recommendati ons
10| to retrofit the hones to better w thstand danage from such

11 | winds, and the estinmated cost to make the recomended

12 | retrofits.

13 (d) The Departnent of Conmmunity Affairs shal

14 | establish by rule standards to govern the quality of the

15| evaluation, the quality of the recomendati ons for

16 | retrofitting, the eligibility of the persons conducting the
17 | eval uation, and the selection of applicants under the program
18 | In establishing the rule, the departnent shall consult with
19 | the advisory committee to mininize the possibility of fraud or
20 | abuse in the evaluation and retrofitting process, and to
21| ensure that funds spent by honeowners acting on the
22 | recommendati ons achi eve positive results.
23 (e) The Florida Wndstorm Underwiting Association
24 | shall identify areas of this state with the greatest wind risk
25| to residential properties and recommend annually to the
26 | departnent priority target areas for such eval uati ons and
27 | inclusion with the associated residential construction
28 | nmitigation program
29 (10) A property insurance rate filing that includes
30| any adjustnents related to the Florida Hurricane Catastrophe
31| Fund nust include a conplete calculation of the insurer's

11
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1| catastrophe |load, and nmay not be linited solely to recovery of
2 | noneys paid to the fund.

3 (11) For the purposes of all filings that include a

4 | catastrophe load, including filings of the Residential

5| Property and Casualty Joint Underwiting Association and the
6| Florida Wndstorm Underwriting Association, a 100-year or 1

7 | percent probability probable maxi mum | oss shall be consi dered
8| the standard in deternining the insurer's catastrophi c needs.
9 Section 6. Subsections (2) and (6) of section 627.351
10| Florida Statutes, 1996 Supplenent, are anended to read:

11 627.351 |Insurance risk apportionnent plans.--

12 (2) W NDSTORM | NSURANCE RI SK APPORTI ONMENT. - -

13 (a) Agreenents nmay be nmade anpbng property insurers

14 | with respect to the equitabl e apporti onnent anong t hem of

15 | i nsurance which may be afforded applicants who are in good

16 | faith entitled to, but are unable to procure, such insurance
17 | through ordi nary nmethods; and such insurers nmay agree anpong
18 | thensel ves on the use of reasonable rate nodifications for

19 | such insurance. Such agreenents and rate nodifications shal
20 | be subject to the applicable provisions of this chapter

21 (b) The departnent shall require all insurers hol ding
22| a certificate of authority H-eensed to transact property

23 | insurance on a direct basis in this state, other than joint
24 | underwiting associations and other entities fornmed pursuant
25| to this section,to provide wi ndstorm coverage to applicants
26 | fromareas deternined to be eligible pursuant to paragraph (c)
27 | who in good faith are entitled to, but are unable to procure,
28 | such coverage through ordinary neans; or it shall adopt a

29 | reasonabl e plan or plans for the equitable apportionnent or
30 | sharing anmong such insurers of w ndstorm coverage, which may
31| include formation of an association for this purpose. As used

12
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in this subsection, the term"property insurance" neans

i nsurance on real or personal property, as defined in s.

624. 604, including insurance for fire, industrial fire, allied

lines, farnowners nmulti-peril, honeowners' multi-peril,

commercial multi-peril, and nobile hones, and incl udi ng

liability coverages on all such insurance, but excluding

inland marine as defined in s. 624.607(3) and excl udi ng

vehi cl e insurance as defined in s. 624.605(1)(a) other than

i nsurance on nobil e hones used as pernanent dwellings. The

depart nent eemm-ssiener shall adopt premutgate rules that
whi-eh provide a fornula for the recovery and repaynent of any
def erred assessnents.

1. For the purpose of this section, properties
eligible for such wi ndstorm coverage are defined as dwellings,
bui | di ngs, and other structures, including nobile hones which
are used as dwellings and which are tied down in conpliance
with nobile honme tie-down requirenents prescribed by the
Departnent of Hi ghway Safety and Mtor Vehicles pursuant to s.
320. 8325, and the contents of all such properties. An
applicant or policyholder is eligible for coverage only if an

of fer of coverage cannot be obtained by or for the applicant

or policyholder froman adnitted i nsurer at approved rates.

2.a.(1) Al insurers required to be menbers of such
associ ati on ptan shall participate in its witings, expenses,
profits;and | osses. Surplus of the association shall be
retained for the paynent of clains and shall not be

distributed to the nmenber insurers. Such gross participation

by menber insurers shall be in the proportion that the net

direct prem unms of each nenber insurer witten for en property

<U>i nsurance in this state during the precedi ng cal endar year

bear to the aggregate net direct prem uns for property
13
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i nsurance of all nenber insurers, as reduced by any credits

for voluntary witings, renbers—of—theptan—witten—on
property in this state during the preceding cal endar year. For

t he purposes of this subsection, the term"net direct

prem uns" neans direct witten prem uns for property

i nsurance, reduced by premumfor liability coverage and for

the following if included in allied lines: rain and hail on

growi ng crops; livestock; association direct preniuns booked;

Nati onal Flood |Insurance Programdirect premuns; and simlar

deductions specifically authorized by the plan of operation

and approved by the departnent. A nenber's participation shal

begin on the first day of the cal endar year followi ng the year

in which it is issued a certificate of authority to transact

property insurance in the state and shall termnate at the end

of the cal endar year during which it no |longer holds a

certificate of authority to transact property insurance in the

state. The conmm ssi oner, after review of annual statenents,
ot her reports, and any other statistics that the conmi ssioner

whi-eh—he deens necessary, shall certify to the association
ptan the aggregate net direct premiuns witten for en property
insurance in this state by all nenber insurers ferbers.

(1'1) The plan of operation shall provide for a board
of directors consisting of the I nsurance Consuner Advocate

appoi nted under s. 627.0613, two consumer representatives

appoi nted by the | nsurance Conm ssioner, and 12 additiona

nenbers appoi nted as specified in the plan of operation. One
of the 12 additional nmenbers shall that—ene—additionat

derrestie—renrber—of—theboard—of—directors be elected by the
donestic conpanies of this state on the basis of cunulative

wei ghted voting based on the net direct witten prem uns of
donestic conpanies in this state. Nothing in the 1997
14
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anmendnents to this paragraph term nates the existing board or

the terns of any nenbers of the board.
(11'1) The Any—steh plan of operation shall provide a
fornmul a whereby a conpany voluntarily providing wi ndstorm

coverage in affected areas will be relieved wholly or
partially from apportionnent of a regul ar assessnent pursuant

t 0 sub-sub-subparagraph d. (1) or sub-sub-subparagraph d. (I1).

(I'V) A conmpany which is a menber of a group of
conpani es under conmon nmanagenent may elect to have its
credits applied on a group basis, and any conmpany or group nmay
elect to have its credits applied to any other conpany or
gr oup.

(V) There shall be no credits or relief from

apportionnent to a conpany for energency assessnents coll ected

fromits policyhol ders under sub-sub-subparagraph d.(111).

(VI) The plan of operation may al so provide for the

award of credits, for a period not to exceed 3 years, froma

regul ar assessnent pursuant to sub-sub-subparagraph d. (1) or

sub- sub- subparagraph d. (I1) as an incentive for taking

policies out of the Residential Property and Casualty Joint

Underwriting Association, provided at |east 60 percent of the

policies renoved fromthe Residential Property and Casualty

Joint Underwriting Association by the insurer cover properties
| ocated in Dade, Broward, or Pal m Beach Counties. Wth the
approval of the departnent, the board may extend such credits

for an additional year if the insurer guarantees an additiona

year of renewability for all policies renbved fromthe

Resi dential Property and Casualty Joint Underwiting

Associ ation, or for 2 additional years if the insurer

guarantees 2 additional years of renewability for all policies

15
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renoved fromthe Residential Property and Casualty Joint

Underwriting Associ ation

b. Assessnents to pay deficits in the association ptan
under this subparagraph shall be included as an appropriate
factor in the making of rates as provided in s. 627.3512.

c. The Legislature finds that the potential for
unlinmted deficit assessnents under this subparagraph nay
i nduce insurers to attenpt to reduce their witings in the
voluntary market, and that such actions would worsen the
availability problens that the association ptan was created to
renmedy. It is the intent of the Legislature that insurers
remain fully responsible for paying regular assessnents and

col l ecting energency assessnents for ecoevering any deficits of

t he associ ati on ptan; however, it is also the intent of the
Legislature to provide a neans by which assessnent liabilities
may be anortized over a period of years.

d. (1) Wien the deficit incurred in a particul ar

cal endar year is 10 percent or |less of the aggregate statew de

direct witten preniumfor property insurance for the prior

cal endar year for all nenber insurers, the association shal

| evy an assessnent on nenber insurers in an anpunt equal to
the deficit.

(I1)tH) Wien the deficit incurred in a particular
cal endar year exceeds 10 percent of the aggregate statew de

direct witten prenmiumfor property insurance for the prior
cal endar year as—defitned—+n——s—624-—4064 for all nenber insurers

" : : ; basis i

this—state, the association shall |evy an assessnent on nenber

steh insurers in an anount equal to the greater of 10 percent

of the deficit or 10 percent of the aggregate statew de direct

written premumfor property insurance for the prior cal endar
16
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year for nmenber insurers. Any renmining deficit shall be

recovered t hrough energency assessnents under
sub- sub- subpar agraph(111) t++).

(I11)H) Upon a determnation by the board of
di rectors governots that a deficit exceeds the anount that
will be recovered through regul ar assessnents on nenber of
i nsurers, pursuant to sub-sub-subparagraph (1) or

sub- sub- subparagraph (I11), the board shall |evy, after

verification by the departnent, energency assessnents to be

coll ected by nmenber insurers and by;—inetudingioint

underwiting associations created pursuant to this section

which wite property insurance, upon issuance or renewal of

property insurance policies other than National Flood

I nsurance policies in the year or years followi ng | evy of the

regul ar assessnents. The anmount of the energency assessment
collected in a particular year shall be a uniform percentage
of that year's direct witten premiumfor property insurance
for all nmenber insurers and underwiting associations,

excl udi ng National Flood |nsurance policy preniuns as—defined
H—s—624-404, as annually determnmined by the board and
verified by the departnent. The departnent shall verify the

arithnmetic calculations involved in the board's determ nation

within 30 days after receipt of the informati on on which the

determ nati on was based. Notwi thstandi ng any other provision

of | aw, each nenber insurer and each underwiting association

created pursuant to this section shall collect energency

assessnents fromits policyholders wthout such obligation

being affected by any credit, linmtation, exenption, or

defernent. The energency assessnents so collected shall be
transferred directly to the association on a periodic basis as
determ ned by the association. The aggregate anount of

17

CODI NG Wr ds st+ieken are del etions; words underlined are additions.




© 00 N o O W DN P

W WNNNNMNNMNNNMNNNNRRRERRPRPEPR R R R
P O © 0 N O 00~ WNIERPLO O N DMWNPRER O

Fl ori da House of Representatives - 1997 HB 1815
614- 102C- 97

energency assessnents | evied under this sub-sub-subparagraph

stb-subparagraph in any cal endar year nmay not exceed the

greater of 10 percent of the anpbunt needed to cover the

original deficit, plus interest, fees, conm ssions, required
reserves, and other costs associated with financing of the
original deficit, or 10 percent of the aggregate statew de
direct witten premiumfor property insurance witten by

nmenber insurers and underwriting associ ati ons stbjeect—tHnes—of

bustness for the prior year, plus interest, fees, conm ssions,

required reserves, and other costs associated with financing

the original deficit. The board may pl edge the proceeds of the

energency assessnents under this sub-sub-subparagraph

stb-subparagtaph as the source of revenue for bonds, to retire

any other debt incurred as a result of the deficit or events

giving rise to the deficit, or in any other way that the board
determines will efficiently recover the deficit. The energency

assessnents under this sub-sub-subparagraph shall continue as

| ong as any bonds issued or other indebtedness incurred with

respect to a deficit for which the assessnent was i nposed

remai n outstandi ng, unl ess adequate provision has been made

for the paynent of such bonds or ot her indebtedness pursuant

to the docunent governing such bonds or other indebtedness.

Ener gency assessments coll ected under this
sub- sub- subpar agr aph stubparagraph are not part of an insurer's
rates, are not premium and are not subject to prem umtax,

fees, or conmissions; however, failure to pay the energency
assessnent shall be treated as failure to pay prem um
(I'V)tH+)y Each nenber insurer's share of the total
regul ar assessnents assesstrent under sub-sub-subparagraph (1)
or sub-sub-subparagraph (I|1) this—sub—subparagraph shall be in
the proportion that the insurer's net direct witten prem um
18
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1| for property insurance in this state, as—defHinet—n—s—624-—404
2| for the year preceding the assessnent bears to the aggregate

3| statewi de net direct witten premumfor property insurance of
4| all nenber insurers, as reduced by any credits for voluntary

5| witings as—defined—+n——s—624-—464 for that year.

6 (V)W) I f regular deficit assessnents are nmade under

7 | sub-sub-subparagraph (1) or sub-sub-subparagraph (I1), or by

8| the Residential Property and Casualty Joint Underwiting

9 | Associ ati on under sub-subparagraph (6)(b)3.a. or

10 | sub-subparagraph (6)(b)3.b., the association shall |evy upon
11| the association's policyholders, as part of its next rate

12 | filing, or by a separate rate filing solely for this purpose,
13| a narket equalization surcharge in a percentage equal to the
14 | total anmount of such regul ar assessnents divided by the

15| aggregate statewide direct witten premiumfor property

16 | i nsurance for nenber insurers for the prior cal endar year

17 | Market equali zation surcharges under this sub-sub-subparagraph
18 | are not considered prem um and are not subject to conmi ssions,
19| fees, or premiumtaxes; however, failure to pay a narket
20 | equal i zation surcharge shall be treated as failure to pay
21 | prem um
22 e. The governing body of any unit of |ocal governnent,
23| any residents of which are insured under the plan, nmay issue
24 | bonds as defined in s. 125.013 or s. 166.101 fremtime—totine
25| to fund an assistance program in conjunction with the
26 | associ ation ptan, for the purpose of defraying deficits of the
27 | association ptan. In order to avoid needl ess and
28 | indiscrimnate proliferation, duplication, and fragnentation
29 | of such assistance prograns, any unit of |ocal governnent, any
30| residents of which are insured by the association, may provide
31| for the paynment of |osses, regardl ess of whether or not the

19
CODI NG Wr ds st+ieken are del etions; words underlined are additions.




© 00 N o O W DN PP

W WNNNNMNNMNNNNNNRRRERRPRPEPR R PR R
P O © 0 N O 00~ WNIRPLO O ®~NOO®UuDWNER O

Fl ori da House of Representatives - 1997 HB 1815
614- 102C- 97

| osses occurred within or outside of the territorial

jurisdiction of the |ocal governnent.Revenue bonds may not be

i ssued until validated pursuant to chapter 75, unless a state
of energency is declared by executive order or proclanation of
the Governor pursuant to s. 252.36 nmaking such findings as are
necessary to determne that it is in the best interests of,
and necessary for, the protection of the public health,

safety, and general welfare of residents of this state and the
protection and preservation of the econonmic stability of
insurers operating in this state, and declaring it an
essential public purpose to pernmt certain nunicipalities or
counties to issue bonds as will provide relief to claimnts
and policyhol ders of the association ptan and i nsurers
responsi ble for apportionnent of plan |osses. Any such Fhe
unit of |ocal government may shat enter into such contracts
with the association and with any other entity created

pursuant to this subsection ptan as are necessary to carry out

this paragraph. Any bonds issued under this sub-subparagraph
shal | be payable from and secured by nobneys received by the
associ ati on ptan from assessnents under this subparagraph, and
assi gned and pl edged to or on behalf of the unit of |oca
governnment for the benefit of the holders of such bonds. The
funds, credit, property, and taxing power of the state or of
the unit of |ocal governnent shall not be pledged for the
payment of such bonds. If any of the bonds remain unsold 60
days after issuance, the departnent shall require all insurers
subj ect to assessnment to purchase the bonds, which shall be
treated as admitted assets; each insurer shall be required to
purchase that percentage of the unsold portion of the bond
i ssue that equals the insurer's relative share of assessnent
liability under this subsection. An insurer shall not be

20
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required to purchase the bonds to the extent that the
departnent deternines that the purchase woul d endanger or

i mpair the solvency of the insurer. The authority granted by
this sub-subparagraph is additional to any bonding authority
granted by subparagraph 6.

3. The plan shall also provide that any nenber with a
surplus as to policyholders of $20 mllion or less witing 25
percent or nore of its total countryw de property insurance
premiuns in this state may petition the departnent, wthin—96
tays—of—the—effective—date—of—chapter—76-96—taws—of—Forida-
ant—thereafter within the first 90 days of each cal endar year
to qualify as a linmted apportionnent conpany. The
apportionnent of such a nenber conpany in any cal endar year
for which it is qualified shall not exceed its gross
participation, which shall not be affected by the forrmula for
voluntary witings. In no event shall a linited apportionnent
conpany be required to participate in any apportionnent of
| osses pursuant to sub-sub-subparagraph 2.d. (1) or

sub- sub- subparagraph 2.d. (I1)in the aggregate which exceeds

$50 nmillion after paynent of available plan funds in any
cal endar year. However, a |limted apporti onnent conpany shal

collect fromits policyholders any energency assessnent

i nposed under sub-sub-subparagraph 2.d.(111). The plan shal

provide that, if the departnent determ nes that any regul ar
assessnment will result in an inpairnment of the surplus of a
limted apportionnment conpany, the departnent may direct that
all or part of such assessnent be deferred. However, there

shall be no limtation or defernent of an energency assessnent

to be collected from policyhol ders under sub-sub-subparagraph
2.d. (111).

21
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4. The plan shall provide for the defernent, in whole
or in part, of a regular the assessnent of a nenber insurer
under sub-sub-subparagraph 2.d. (1) or sub-sub-subparagraph

2.d.(11), but not for an energency assessnent collected from

pol i cyhol ders under sub-sub-subparagraph 2.d.(1I1),if, in the

opi ni on of the comi ssioner, paynent of such regul ar the

assessnment woul d endanger or inpair the solvency of the nenber
insurer. In the event a regul ar af assessnent agai nst a nenber
insurer is deferred in whole or in part, the anbunt by which
such assessnent is deferred may be assessed agai nst the other
menber insurers in a manner consistent with the basis for
assessnents set forth in sub-sub-subparagraph 2.d. (1) or

sub- sub- subpar agraph 2. d. (I1) subparagraph—2.

5.a. The plan of operation may include deductibles and

rules for classification of risks and rate nodifications
consistent with the objective of providing and maintaining
funds sufficient to pay catastrophe | osses.

b. The association may require arbitration of a rate
filing under s. 627.062(6). It is the intent of the
Legislature that the rates for coverage provided by the

associ ati on be actuarially sound and not conpetitive with

approved rates charged in the admtted voluntary market such

that the association functions as a residual nmarket nmechani sm

to provide i nsurance only when the insurance cannot be

procured in the voluntary market. As an interimneasure, with

respect to personal lines residential coverage, the

associ ati on shall adopt rating plans that provide, for each

county, that the typical rates of the association for each

line of business are no | ower than the typical rates charged

by the insurer that had the highest average rate in that

county anong the 20 insurers with the greatest total direct
22
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1|witten premiumin the state for that |ine of business in the
2 | precedi ng year, except, with respect to nobil e hone coverages,
3| the typical rates of the association shall be no | ower than

4| the typical rates charged by the insurer that had the hi ghest
5| average rate in that county anpbng the 5 insurers with the

6| greatest total witten prenmiumfor nobile hone owner's

7| policies in the state in the preceding year. An insurer's

8| typical rate is the premiumthe insurer charges for a

9| specified coverage on a residential property the insured val ue
10| of which is equal to the nedian residential property value in
11| that county. |If the county enconpasses nore than one rating

12 | territory, the average typical rate in the county shall be

13| weighted to reflect the population of the rating territories.
14 )1t is the intent of the Legislature that such interimrating
15| pl ans be phased in, with average rates reflecting at |east

16 | half of the difference between the then-current association

17 | rate and the full interimrate taking effect with policies

18 | i ssued or renewed on or after January 1, 1999, and with ful

19| interimrates taking effect with policies issued or renewed on
20| or after January 1, 2000. Nothing in this subparagraph
21| requires the association to adopt inadequate rates or to
22 | reduce rates approved under s. 627.062.
23 c. The association ptan shall provide for w ndstorm
24 | coverage on residential properties in limts upto $10 mllion
25| for comercial lines residential risks and up to $1 mllion
26 | for personal lines residential risks. |If coverage with the
27 | association is sought for a residential risk valued in excess
28 | of these limts, coverage shall be available to the risk up to
29 | the replacenment cost or actual cash value of the property, at
30| the option of the insured, if coverage for the risk cannot be
31| located in the authorized market. The associ ati on nust accept

23
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a commercial lines residential risk with linmts above $10
mllion or a personal lines residential risk with lints above
$1 million if coverage is not available in the authorized

mar ket. The association may wite coverage above the lints
specified in this subparagraph with or without facultative or
ot her reinsurance coverage, as the association deternines
appropri at e.

d. The plan of operation nust provide objective

criteria and procedures, approved by the departnent, to be

unifornly applied for all applicants in determ ning whether an

i ndi vidual risk is so hazardous as to be uninsurable. In

nmaking this deternination and in establishing the criteria and

procedures, the foll owing shall be consi dered:
(1) \Whether the likelihood of a loss for the
individual risk is substantially higher than for other risks

of the sane class; and

(1'1) Whether the uncertainty associated with the

individual risk is such that an appropriate prem um cannot be

det er m ned.

The acceptance or rejection of a risk by the association

pursuant to such criteria and procedures nust be construed as

the private placenent of insurance, and the provisions of

chapter 120 do not apply.

e. The policies issued by the association nust provide

that if the association obtains an offer froman authorized

insurer to cover the risk at its approved rates under either a

standard policy including wind coverage or, if consistent with

the insurer's underwiting rules as filed with the departnent,

a basic policy including wind coverage, the risk is no | onger

eligible for coverage through the association. Upon
24
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1| ternination of eligibility, the association shall provide

2| witten notice to the policyhol der and agent of record stating
3| that the association policy nust be cancel ed as of 60 days

4| after the date of the notice because of the offer of coverage
5] froman authorized insurer. her provisions of the insurance
6| code relating to cancell ation and notice of cancell ation do

7| not apply to actions under this sub-subparagraph

8 f. Association policies and applications nmust include
9] a notice that the association policy could, under this

10 | section, be replaced with a policy issued by an aut hori zed

11| insurer that does not provide coverage identical to the

12 | coverage provided by the association. The notice shall also
13 | specify that acceptance of association coverage creates a

14 | concl usi ve presunption that the applicant or policyholder is
15| aware of this potential

16 6.a. The plan of operation may authorize the fornation
17 | of a private nonprofit corporation, a private nonprofit

18 | uni ncor porated association, a partnership, a trust, alinted
19 | liability conpany, or a nonprofit nutual conpany which nay be
20 | enpower ed, anong ot her things, to borrow noney by issuing

21| bonds or by incurring other indebtedness and to accunul ate

22 | reserves or funds to be used for the payment of insured

23 | catastrophe | osses. The plan nmay authorize all actions

24 | necessary to facilitate the issuance of bonds, including the
25 | pl edgi ng of assessnents or other revenues.

26 b. Any Fhe entity created under this subsection

27 | subparagraph, or any entity fornmed for the purposes of this
28 | subsection, nay sue and be sued stbparagraph—2-, may borrow
29 | noney; issue bonds, notes, or debt instrunents; pledge or sel
30 | assessnents, market equalization surcharges and ot her

31| surcharges,rights, premuns, contractual rights, projected

25
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recoveries fromthe Florida Hurricane Catastrophe Fund, other

rei nsurance recoverabl es, and other assets as security for

such bonds, notes, or debt instrunents; enter into any
contracts or agreenents necessary or proper to acconplish such
borrowi ngs; and take other actions necessary to carry out the
pur poses of this subsection. The association may i ssue bonds

or incur other indebtedness, or have bonds issued on its

behal f by a unit of |ocal governnment pursuant to subparagraph

(g)2., in the absence of a hurricane or other weather-rel ated

event, upon a determ nation by the association subject to

approval by the departnent that such action would enable it to

efficiently neet the financial obligations of the association

and that such financings are reasonably necessary to

effectuate the requirenents of this subsection. Any such Fhe

entity may accurul ate reserves and retain surpluses as of the
end of any association year to provide for the paynent of
| osses incurred by the association during that year or any
future year. The associ ation ptan shall incorporate and
continue the plan of operation and articles of agreenent in
effect on the effective date of chapter 76-96, Laws of
Florida, to the extent that it is not inconsistent with
chapter 76-96, and as subsequently nodified consistent with
chapter 76-96. The board of directors and officers currently
serving shall continue to serve until their successors are
duly qualified as provided under the plan. The assets and
obligations of the plan in effect immediately prior to the
effective date of chapter 76-96 shall be construed to be the
assets and obligations of the successor plan created herein.
c. Inrecognition of s. 10, Art. | of the State

Constitution, prohibiting the inpairnent of obligations of

contracts, it is the intent of the Legislature that no action
26
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be taken whose purpose is to inpair any bond indenture or

fi nanci ng agreenent or any revenue source committed by

contract to such bond or other indebtedness issued or incurred

by the association or any other entity created under this

subsecti on.

7. On such coverage, an agent's renuneration shall be
t hat anmount of nopney payable to himby the terns of his
contract with the conpany with which the business is placed.
However, no comr ssion will be paid on that portion of the
premiumwhich is in excess of the standard prem um of that
conpany.

8. Subject to approval by the departnent, the

associ ation nmay establish different eligibility requirenents

and operational procedures for any line or type of coverage

for any specified eligible area or portion of an eligible area

if the board determ nes that such changes to the eligibility

requi renments and operational procedures are justified due to

the voluntary narket being sufficiently stable and conpetitive

in such area or for such line or type of coverage and that

consuners who, in good faith, are unable to obtain insurance

t hrough the voluntary nmarket through ordinary nmet hods woul d

continue to have access to coverage fromthe association. Wen

coverage is sought in connection with a real property

transfer, such requirenents and procedures shall not provide

for an effective date of coverage later than the date of the

closing of the transfer as established by the transferor, the

transferee, and, if applicable, the | ender

9. Notwithstandi ng any other provision of |aw

a. The pledge or sale of, the lien upon, and the

security interest in any rights, revenues, or other assets of

the association created or purported to be created pursuant to
27
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any financing docunents to secure any bonds or other

i ndebt edness of the association shall be and remain valid and

enforceabl e, notw thstanding the coommencenent of and during

the continuation of, and after, any rehabilitation

i nsol vency, |iquidation, bankruptcy, receivership,

conservat orshi p, reorgani zation, or simlar proceedi ng agai nst

t he associ ation under the laws of this state or any other

appl i cabl e | aws.

b. No such proceeding shall relieve the association of

its obligation, or otherwise affect its ability to performits

obligation, to continue to collect, or levy and collect,

assessnents, market equalization or other surcharges,

projected recoveries fromthe Florida Hurricane Catastrophe

Fund, reinsurance recoverables, or any other rights, revenues,

or other assets of the association pl edged.

c. Each such pledge or sale of, lien upon, and

security interest in, including the priority of such pl edge,

lien, or security interest, any such assessnents, energency

assessnents, market equalization or renewal surcharges,

projected recoveries fromthe Florida Hurricane Catastrophe

Fund, reinsurance recoverables, or other rights, revenues, or

ot her assets which are collected, or |evied and coll ect ed,

after the commencenent of and during the pendency of or after

any such proceedi ng shall continue unaffected by such

pr oceedi ng.
d. As used in this subsection, the term"financing

docunents" nmeans any agreenent, instrunment, or other docunent

now exi sting or hereafter created evidencing any bonds or

ot her i ndebtedness of the association or pursuant to which any

such bonds or other indebtedness has been or nay be issued and

pursuant to which any rights, revenues, or other assets of the
28
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associ ation are pledged or sold to secure the repaynent of

such bonds or indebtedness, together with the paynent of

i nterest on such bonds or such indebtedness, or the paynment of

any other obligation of the association related to such bonds

or i ndebt edness.

e. Any such pledge or sale of assessnents, revenues,

contract rights or other rights or assets of the association

shall constitute a lien and security interest, or sale, as the

case may be, that is inmediately effective and attaches to

such assessnents, revenues, contract, or other rights or

assets, whether or not inposed or collected at the tine the

pl edge or sale is made. Any such pledge or sale is effective,

val i d, binding, and enforceabl e agai nst the association or

other entity making such pledge or sale, and valid and bi ndi ng

agai nst and superior to any conpeting clainms or obligations

owed to any other person or entity, including policyholders in

this state, asserting rights in any such assessnents,

revenues, contract, or other rights or assets to the extent

set forth in and in accordance with the terns of the pl edge or

sal e contained in the applicable financing docunents, whether

or not any such person or entity has notice of such pl edge or

sal e and without the need for any physical delivery,

recordation, filing, or other action

f. There shall be no liability on the part of, and no

cause of action of any nature shall arise against, any nenber

insurer or its agents or enpl oyees, agents or enpl oyees of the

associ ati on, nenbers of the board of directors of the

associ ation, or the departnent or its representatives, for any

action taken by themin the performance of their duties or

responsibilities under this subsection. Such i nmunity does not

29
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apply to actions for breach of any contract or agreenent

pertaining to insurance, or any willful tort.

(c) The provisions of paragraph (b) are applicable
only with respect to:

1. Those areas that were eligible for coverage under
this subsection on April 9, 1993; or

2. Any county or area as to which the departnent,
after public hearing, finds that the following criteria exist:

a. Due to the lack of w ndstorminsurance coverage in
the county or area so affected, econonic growth and
devel opnent is being deterred or otherwise stifled in such
county or area, nortgages are in default, and financi al
institutions are unable to make | oans;

b. The county or area so affected has adopted and is
enforcing the structural requirenents of the State M ni mum
Bui | di ng Codes, as defined in s. 553.73, for new construction
and has included adequate m ni num fl oor el evation requirenents
for structures in areas subject to inundation; and

c. Extending w ndstorminsurance coverage to such
county or area is consistent with and will inplenent and
further the policies and objectives set forth in applicable
state laws, rules, and regul ati ons governi ng coasta
managenent, coastal construction, conprehensive planning,
beach and shore preservation, barrier island preservation
coastal zone protection, and the Coastal Zone Protection Act
of 1985.

Any tine after the departnent has determined that the criteria
referred to in this subparagraph do not exist with respect to

any county or area of the state, it may, after a subsequent
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public hearing, declare that such county or area is no |onger
eligible for windstormcoverage through the plan

(d) For the purpose of evaluating whether the criteria
of paragraph (c) are net, such criteria shall be applied as
the situation would exist if policies had not been witten by
the Florida Residential Property and Casualty Joint
Underwriting Association and property insurance for such
pol i cyhol ders was not avail abl e.

(e) Notwithstandi ng the provisions of subparagraph

(c)2. or paragraph (d), eligibility shall not be extended to

any area that was not eligible on March 1, 1997, except that

the departnment may act with respect to any petition on which a

hearing was held prior to March 1, 1997. This paragraph is
repeal ed on Cctober 1, 1998.

(6) RESIDENTI AL PROPERTY AND CASUALTY JO NT
UNDERWRI TI NG ASSCCI ATI ON. - -

(a) There is created a joint underwiting association

for equitabl e apportionnent or sharing anong insurers of
property and casualty insurance covering residential property,
for applicants who are in good faith entitled, but are unable,
to procure insurance through the voluntary market. The
associ ation shall operate pursuant to a plan of operation
approved by order of the departnent. The plan is subject to
conti nuous review by the departnent. The departnent may, by
order, withdraw approval of all or part of a plan if the
departnent deternines that conditions have changed since
approval was granted and that the purposes of the plan require
changes in the plan. For the purposes of this subsection
residential coverage includes both personal |ines residential
coverage, which consists of the type of coverage provided by
honmeowner's, nobile hone owner's, dwelling, tenant's,
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1| condoniniumunit owner's, and sinilar policies, and comerci al
2| lines residential coverage, which consists of the type of

3 | coverage provided by condom ni um associ ati on, apartnent

4| building, and simlar policies.

5 (b)1. Al insurers authorized to wite subject lines

6 | of busi ness sueh—insurance in this state, other than

7 | underwriting associations or other entities created under this
8 | section,must participate in and be nenbers of the Residential
9| Property and Casualty Joint Underwiting Association. A

10 | nenber's participation shall begin on the first day of the

11 | cal endar year following the year in which the nenber was

12 | issued a certificate of authority to transact insurance for

13 | subject lines of business in this state and shall ternminate 1
14 | year after the end of the first cal endar year during which the
15 | nenber no |l onger holds a certificate of authority to transact
16 | i nsurance for subject lines of business in this state.

17 2. Al revenues, assets, liabilities, |osses, and

18 | expenses of the association shall be divided into two separate
19 | accounts, one of which is for personal |ines residential
20 | coverages and the other of which is for commercial lines
21 | residential coverages. Revenues, assets, liabilities, |osses,
22 | and expenses not attributable to particular coverages shall be
23 | prorated between the accounts.
24 3. Wth respect to a deficit in an account:
25 a. Wien the deficit incurred in a particul ar cal endar
26 | year is not greater than 10 percent of the aggregate statew de
27 | direct witten premiumfor the subject lines of business for
28 | the prior calendar year for all nmenber insurers, the entire
29 | deficit shall be recovered through assessnents of nenber
30 | i nsurers under paragraph (g).
31
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b. Wen the deficit incurred in a particul ar cal endar
year exceeds 10 percent of the aggregate statew de direct
written prem umfor the subject |ines of business for the
prior cal endar year for all nenber insurers, the association

shall | evy an assessnent on nenber insurers in an anount equa
to the greater of 10 percent of the deficit or 10 percent of
the aggregate statewide direct witten premiumfor the subject
| ines of business for the prior cal endar year for all nenber

insurers. Any remaining deficit shall be recovered through
ener gency assessnents under sub-subparagraph d.

c. Each nenber insurer's share of the total assessment
under sub-subparagraph a. or sub-subparagraph b. shall be in
the proportion that the nenber insurer's direct witten
premi um for the subject lines of business for the year
precedi ng the assessnent bears to the aggregate statew de
direct witten preniumfor the subject |ines of business for
that year for all nenber insurers.

d. Upon a deternination by the board of governors that
a deficit in an account exceeds the anmount that wll be
recovered through regul ar assessnents on nenber of insurers
under sub-subparagraph a. or sub-subparagraph b., the board
shall levy, after verification by the departnment, energency
assessnents to be collected by nenber insurers and byr-

retuding—oernt underwriting associ ations created under this
section which wite subject |lines of business;-upon issuance

or renewal of policies for subject |ines of business,

excl udi ng National Flood |Insurance policies,in the year or

years following levy of the regul ar assessnents. The anpunt

of the energency assessnent collected in a particul ar year

shall be a uniform percentage of that year's direct witten

prem um for subject lines of business for all nenber insurers
33
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1| and underwriting associ ations, excluding National Flood

2 | Insurance Program policy preniuns,as annually deternined by
3| the board and verified by the departnent. The departnent shal
4 | verify the arithnetic calculations involved in the board's

5| deternmination within 30 days after receipt of the infornmation
6 | on which the deterninati on was based. Notw thstandi ng any

7 | other provision of |aw, each nenber insurer and each

8 | underwriting association created under this section which

9| wites subject Iines of business shall collect energency

10 | assessnents fromits policyhol ders without such obligation
11| being affected by any credit, linitation, exenption, or

12 | defernent. The energency assessnments so col |l ected shall be

13 | transferred directly to the association on a periodic basis as
14 | determined by the association. The aggregate anount of

15 | emrergency assessnents | evied under this sub-subparagraph in
16 | any cal endar year may not exceed the greater of 10 percent of
17 | the anount needed to cover the original deficit, plus

18 | interest, fees, comm ssions, required reserves, and other

19 | costs associated with financing of the original deficit, or 10
20 | percent of the aggregate statewi de direct witten prem um for
21| subject lines of business witten by nenber insurers and

22 | underwiting associations for the prior year, plus interest,
23| fees, conm ssions, required reserves, and other costs

24 | associated with financing the original deficit.

25 e. The board may pl edge the proceeds of assessnents,
26 | proj ected recoveries reventes fromthe Florida Hurricane

27 | Catastrophe Fund, other insurance and rei nsurance

28 | recoverabl es, narket equalization surcharges and ot her

29 | surcharges, and other funds available to the association as
30 | the source of revenue for and to secure bonds issued under

31 | paragraph (g), bonds or other indebtedness issued under
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subparagraph (c)3., or lines of credit or ef other financing
nmechani sns i ssued or created under this subsection
stbparagraph—(€)16—, or to retire any other debt incurred as a
result of deficits the—def+etrt or events giving rise to
deficits the—defi+ett, or in any other way that the board
determines will efficiently recover such deficits the—defieit.
The purpose of the lines of credit or other financing

nechanisns is to provide additional resources to assist the

association in covering clains and expenses attributable to a

catastrophe. As used in this subsection, the term

"assessnents" includes regul ar assessnents under

sub- subparagraph a., sub-subparagraph b., or subparagraph
(g)1. and energency assessnents under this sub-subparagraph d.
Ener gency assessments coll ected under sub-subparagraph d. this

stubparagraph are not part of an insurer's rates, are not
premium and are not subject to premumtax, fees, or

conmi ssions; however, failure to pay the energency assessnent
shall be treated as failure to pay prem um The energency

assessnent s under sub-subparagraph d. shall continue as |ong

as any bonds issued or other indebtedness incurred with

respect to a deficit for which the assessnent was i nposed

remai n outstandi ng, unl ess adequate provision has been made

for the paynent of such bonds or ot her indebtedness pursuant

to the docunents governi ng such bonds or other indebtedness.
f.e~ As used in this subsection stubparagraph, the term
"subj ect lines of business" neans, with respect to the

personal lines account, any personal lines policy defined in
S. 627.4025, and neans, with respect to the commercial lines
account, all commercial property and conmercial fire
i nsurance.
(c) The plan of operation of the association:
35
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1. My provide for one or nore designated insurers,
able and willing to provide policy and clains service, to act
on behal f of the association to provide such service. Each
Iicensed agent shall be entitled to indicate the order of
preference regarding who will service the business placed by
the agent. The association shall adhere to each agent's
preferences unless after consideration of other factors in
assi gni ng agents, including, but not linted to, servicing
capacity and fee arrangenents, the association has reason to
believe it is in the best interest of the association to nake
a different assignnent.

2. Must provide for adoption of residential property
and casualty insurance policy forns, which fornms nust be
approved by the departnent prior to use. The association
shal | adopt the follow ng policy forns:

a. Standard personal lines policy forms including wnd
coverage, which are nultiperil policies providing what is
generally considered to be full coverage of a residential
property simlar to the coverage provided under an HO 2, HO 3,
HO 4, or HO 6 policy.

b. Standard personal lines policy forns without w nd
coverage, which are the sane as the policies described in
sub- subparagraph a. except that they do not include w nd
cover age.

c. Basic personal lines policy forns including wnd
coverage, which are policies sinmlar to an HO-8 policy or a
dwelling fire policy that provide coverage neeting the
requi rements of the secondary nortgage narket, but which
coverage is nore limted than the coverage under a standard

policy.
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1 d. Basic personal lines policy forns w thout w nd

2 | coverage, which are the sane as the policies described in

3 | sub-subparagraph c. except that they do not include w nd

4 | cover age.

5 e. Commercial lines residential policy forns including

6 | wind coverage that are generally simlar to the basic perils

7| of full coverage obtainable for conmmercial residential

8| structures in the adnitted voluntary narket.

9 f. Commercial lines residential policy forns wthout
10 | wi nd coverage, which are the sane as the policies described in
11 | sub-subparagraph e. except that they do not include w nd
12 | cover age.

13 3. May provide that the association nmay enpl oy or

14 | otherwi se contract with individuals or other entities to

15| provide adm nistrative or professional services that nmay be
16 | appropriate to effectuate the plan. The association shal

17 | have the power to borrow funds, by issuing bonds or by

18 | incurring other indebtedness, and shall have other powers

19 | reasonably necessary to effectuate the requirenents of this
20 | subsection. The association may issue bonds or incur other

21 | i ndebt edness, or have bonds issued on its behalf by a unit of
22 | | ocal governnent pursuant to subparagraph (g)2., in the

23 | absence of a hurricane or other weather-related event, upon a
24 | determ nation by the association, subject to approval by the
25 | departnent, that such action would enable it to efficiently
26 | neet the financial obligations of the association and that

27 | such financings are reasonably necessary to effectuate the

28 | requirenents of this subsection. The association is

29 | authorized to take all actions needed to facilitate tax-free
30 | status for any such bonds or indebtedness, including formation
31| of trusts or other affiliated entities. The association shal
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have the authority to pl edge assessnents, projected recoveries

fromthe Florida Hurricane Catastrophe Fund, other reinsurance

recoverabl es, nmarket equalization and ot her surcharges, and

other funds available to the association as security for bonds
or other indebtedness. In recognition of s. 10, Art. | of the
State Constitution, prohibiting the inpairment of obligations
of contracts, it is the intent of the Legislature that no
action be taken whose purpose is to inpair any bond indenture
or financing agreenent or any revenue source conmitted by
contract to such bond or other indebtedness.

4. Must require that the association operate subject
to the supervision and approval of a board of governors
consisting of 13 individuals, including 1 who is elected as
chai rman. The board shall consist of:

a. The insurance consuner advocate appoi nted under s.
627.0613.

b. Five nenbers designated by the insurance industry.

c. Five consuner representatives appointed by the
| nsurance Conmi ssioner. Two of the consuner representatives
nmust, at the tinme of appointnment, be holders of policies
i ssued by the association, who are selected with consideration
given to reflecting the geographic bal ance of association
policyhol ders. Two of the consuner nenbers nust be individuals
who are minority persons as defined in s. 288.703(3). One of
t he consuner nenbers shall have expertise in the field of
nort gage | endi ng.

d. Two representatives of the insurance industry
appoi nted by the I nsurance Conmi ssioner. O the two insurance
i ndustry representatives appoi nted by the | nsurance
Conmmi ssi oner, at |east one nust be an individual who is a
mnority person as defined in s. 288.703(3).
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Any board nenber nay be di sapproved or renoved and repl aced by
the commi ssioner at any tine for cause. Al board nenbers,
i ncludi ng the chairman, nust be appointed to serve for 3-year
terns begi nning annually on a date designated by the plan

5. Must provide a procedure for determning the
eligibility of a risk for coverage, as follows:

a. Wth respect to personal lines residential risks,

I I b . I I o w I
I ded ey ek chald—t I .
. . I ol . I .

. . I i _— et chald] b I I
rarket—asststanee—ptan—i f the ri sk market—assistanee—ptan is
of fered coverage abletoe—-eobtarn—an—offer from an aut hori zed
i nsurer te—insture—the—+isk at the insurer's +ts approved rate
under either a standard policy including wind coverage or, if

consistent with the insurer's underwiting rules as filed with

t he departnent,a basic policy including wind coverage, the

risk is not eligible for any policy issued by the association

agent—n—H-euw—of sptHttingthecomsston. |f the risk accepts

an offer of coverage through the nmarket assistance plan or an
39
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1| offer of coverage through a nechani sm established by the

2 | association before a policy is issued to the risk by the

3| association or during the first 30 days of coverage by the

4 | associ ation, and the produci ng agent who subnitted the

5| application to the plan or to the association is not currently
6 | appointed by the insurer, the insurer shall either appoint the
7| agent to service the risk or, if the insurer places the

8 | coverage through a new agent, require the new agent who then

9| wites the policy to pay not |ess than 50 percent of the first
10 | year's conmi ssion to the produci ng agent who subnitted the

11 | application to the plan or the association, except that if the
12 | new agent is an enpl oyee or exclusive agent of the insurer

13 | the new agent shall pay a policy fee of $50 to the producing
14 ) agent in lieu of splitting the conmission.|If the risk market
15 | asststance——ptan is not able to obtain any such offer, the risk
16 | is eligible for either a standard policy including wnd

17 | coverage or a basic policy including wind coverage issued by
18 | the associ ati on; however, if the risk could not be insured

19 | under a standard policy including wind coverage regardl ess of
20 | market conditions, the risk shall be eligible for a basic

21| policy including wind coverage unl ess rejected under

22 | subparagraph 8. The association shall deternine the type of

23| policy to be provided on the basis of objective standards

24 | specified in the underwiting manual and based on generally

25 | accepted underwriting practices.

26 b. Wth respect to comercial |ines residential risks,
27 | the—procetures—shatt—reguire—that—the—atuthorrzed—insurer—that
28 | tast—provi-ded—coverage—oef—the+isk—shaH—frst—be—given—an

29 | epportunity—to—insure—the+isk—at—i+ts—approved—rate—Upon

30 | rejeeti-on—by—stueh—tnsturer—therisk—shat—be—submtted—tothe
31 | market—assistanee—ptan—if the risk market—assistanee—ptan is
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1| offered coverage abtetoobtarnan-effer—to—insuretherisk

2 | under a policy including wind coverage from an authori zed
3|insurer at its approved rate or—f+omaSsturptus—tHnres—insurer
4 | at—ho—nore—than—25percent—above—the—association—+ate, the
5]risk is not eligible for any policy issued by the association.
6|If the risk accepts an offer of coverage through the narket

7 | assistance plan or an offer of coverage through a nechani sm

8 | established by the association before a policy is issued to

9| the risk by the association, and the produci ng agent who

10| subnmitted the application to the plan or the association is
11| not currently appointed by the insurer, the insurer shal

12 | either appoint the agent to service the risk or, if the

13 | insurer places the coverage through a new agent, require the
14 | new agent who then wites the policy to pay not | ess than 50
15| percent of the first year's conmi ssion to the produci ng agent
16 | who subnitted the application to the plan, except that if the
17 | new agent is an enpl oyee or exclusive agent of the insurer

18 | the new agent shall pay a policy fee of $50 to the producing
19 | agent in lieu of splitting the conmi ssi on. —however—an—offer
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. ’ I e Loy

of—spHttingthe—commsston-If the ri sk market—asststance
ptar is not able to obtain any such offer, the risk is

eligible for a policy including wind coverage issued by the

associ ati on. After—becenber—31,—1996,—an—-offerfroma surptus
v . I r Lt . F bt e
coverage—f+rom-the—assoctaton—

c. This subparagraph does not require the association
to provide wind coverage or hurricane coverage in any area in
whi ch such coverage is avail abl e through the Florida Wndstorm
Underwriting Association

6. Must include rules for classifications of risks and
rates therefor.

7. Must provide that if prem um and investnent incone
attributable to a particular plan year are in excess of
projected | osses and expenses of the plan attributable to that
year, such excess shall be held in surplus. Such surplus shal
be available to defray deficits as to future years and shal
be used for that purpose prior to assessing nenber insurers as
to any plan year.

8. Must provide objective criteria and procedures to
be uniformy applied for all applicants in deternining whether
an individual risk is so hazardous as to be uninsurable. In
maki ng this deternmination and in establishing the criteria and
procedures, the foll owi ng shall be considered:

a. \Whether the likelihood of a loss for the individua
risk is substantially higher than for other risks of the sane
class; and

b. Wether the uncertainty associated with the
i ndividual risk is such that an appropriate prem um cannot be
det er nmi ned.
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The acceptance or rejection of a risk by the association shal
be construed as the private placenent of insurance, and the
provi sions of chapter 120 shall not apply.

9. Must provide that the association shall make its
best efforts to procure catastrophe reinsurance at reasonable
rates, as deternined by the board of governors.

10. Must provide that in the event of regular deficit
assessnent s under sub-subparagraph (b)3.a. or sub-subparagraph
(b)3.b., or by the Florida Wndstorm Underwiting Association

under sub-sub-subparagraph (2)(b)2.d.(1) or

sub- sub- subparagraph (2)(b)2.d.(I1),the associati on shal

| evy upon association policyholders in its next rate filing,

or by a separate rate filing solely for this purpose, a nmarket

equal i zation surcharge in a percentage equal to the total

anmount of such regul ar assessnents divided by the aggregate

statewide direct witten premumfor subject |ines of business
for menber insurers for the prior cal endar year egual—to—the

percentageassesstent—attributabte tosueh—defietrt—Sueh

expenses—att+ributabte—to—a—catastrophe. Market equalization

surcharges under this subparagraph are not considered prem um
and are not subject to commissions, fees, or prem umtaxes;
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however, failure to pay a market equalization surcharge shal
be treated as failure to pay prem um

11. The policies issued by the association nust
provi de that fer—persona—Hnes—+estdental—+isks, if the
associ ation or the nmarket assistance plan obtains an offer
froman authorized insurer to cover the risk at its approved
rates under either a standard policy including wi nd coverage
or a basic policy including wind coverage, the risk is no
| onger eligible for coverage through the association. However,
if the risk is located in an area in which Florida Wndstorm
Underwriting Association coverage is avail able, such an offer
of a standard or basic policy ternminates eligibility
regardl ess of whether or not the offer includes w nd coverage.
Upon ternination of eligibility, the association shall provide
witten notice to the policyhol der and agent of record stating

that the association policy shall be canceled as of 60 36 days
after the date of the notice because of the offer of coverage
froman authorized insurer. O her provisions of the insurance
code relating to cancellation and notice of cancellation do
not apply to actions under this subparagraph

12. Association policies and applications nust include
a notice that the association policy could, under this section
or s. 627.3511, be replaced with a policy issued by an
admtted insurer that does not provide coverage identical to
t he coverage provided by the association. The notice shal
al so specify that acceptance of association coverage creates a
concl usive presunption that the applicant or policyholder is
aware of this potential

13. May establish, subject to approval by the

departnent, different eligibility requirenents and operationa

procedures for any line or type of coverage for any specified
44
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county or area if the board determ nes that such changes to

the eligibility requirenments and operational procedures are

justified due to the voluntary narket being sufficiently

stabl e and conpetitive in such area or for such line or type

of coverage and that consuners who, in good faith, are unable

to obtain insurance through the voluntary market through

ordi nary nethods woul d conti nue to have access to coverage

fromthe association. Wien coverage i s sought in connection

with a real property transfer, such requirenents and

procedures shall not provide for an effective date of coverage

|ater than the date of the closing of the transfer as

established by the transferor, the transferee, and, if

appl i cabl e, the | ender.
(d)1. It is the intent of the Legislature that the
rates for coverage provided by the association be actuarially

sound and not conpetitive with approved rates charged in the

adm tted voluntary market, so that the association functions

as a residual market nmechanismto provide insurance only when
t he i nsurance cannot be procured in the voluntary narket.

experience—antd—expenses—Rates shall include an appropriate

catastrophe | oading factor that reflects the actua

cat astrophi c exposure of the association and recogni zes that

the association has little or no capital or surplus; and the

associ ation shall carefully review each rate filing to assure
t hat provi der conpensation is not excessive. As—af—ihtertm

_— A b I . I I
provide;
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2. For each county, that the average rates of the
associ ation for each line of business for personal |ines
residential policies shall be no | ower than are—the—safre—=as
the average rates charged by the insurer that had the highest

average rate in that county anong the 20 insurers with the
greatest total direct witten premumin the state for that
line of business in the preceding year, except that with
respect to nobil e hone coverages, the average rates of the
associ ation shall be no | ower than the—safe—as t he average
rates charged by the insurer that had the highest average rate

© 00 N o O W DN P

N
= O

in that county anong the 5 8 insurers with the greatest total

=
N

written prem umfor nobile hone owner's policies in the state

in the preceding year. tt+—is—theintent—of—thetegistature

=
w

20 3. Rates for conmrercial residential coverage shall not
21| be subject to the requirenents of subparagraph 2., but shal
22 | be subject to all other requirenents of this paragraph and s.
23 | 627. 062. Nething—in—this—subparagraph—regui+res—the—association
24 | to—tretducerates—approved—under—s—627-062—=and—i+n—effect—on

25 | Pecenber—31,—1995-

26 4. Nothing in this paragraph subparagraph shal

27 | require or allow the association to adopt a rate that is

28 | i nadequat e under s. 627.062 or to reduce rates approved under
29 | s. 627.062.

30 5.2~ The association may require arbitration of a

31| filing pursuant to s. 627.062(6).Rate filings of the
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associ ati on under this paragraph shall be made on a use and

file basis under s. 627.062(2)(a)2. The association shall nake
a rate filing untder—s—627062 at | east once a year, but no
nore often than quarterly.

(e) Coverage through the association is hereby
activated effective upon approval of the plan, and shal
remain activated until coverage is deactivated pursuant to
paragraph (f). Thereafter, coverage through the association
shal |l be reactivated by order of the departnent only under one
of the follow ng circunstances:

1. If the market assistance plan receives a m ni num of
100 applications for coverage within a 3-nonth period, or 200
applications for coverage within a 1-year period or |ess for
residential coverage, unless the narket assistance plan
provides a quotation fromadmtted carriers at their filed
rates for at |least 90 percent of such applicants. Any narket
assi stance plan application that is rejected because an
i ndividual risk is so hazardous as to be uninsurable using the
criteria specified in subparagraph (c)8. shall not be included
in the mnimum percentage cal cul ati on provided herein. In the
event that there is a legal or adm nistrative challenge to a
determ nation by the departnent that the conditions of this
subpar agr aph have been net for eligibility for coverage in the
association, any eligible risk may obtain coverage during the
pendency of such chall enge.

2. In response to a state of energency declared by the
CGovernor under s. 252.36, the departnent nay activate coverage
by order for the period of the energency upon a finding by the
departnment that the energency significantly affects the
availability of residential property insurance.
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(f) The activities of the association shall be
reviewed at |east annually by the board and, upon
reconmendation by the board or petition of any interested
party, coverage shall be deactivated if the departnent finds
that the conditions giving rise to its activation no | onger
exi st .

(g)1. The board shall certify to the departnent its
needs for annual assessnents as to a particul ar cal endar year
and any startup or interimassessnents that it deens to be
necessary to sustain operations as to a particul ar year
pendi ng the recei pt of annual assessnents. Upon verification
t he departnent shall approve such certification, and the board
shal |l | evy such annual, startup, or interimassessnents. Such
assessnents shall be prorated as provided in paragraph (b).
The board shall take all reasonable and prudent steps
necessary to collect the amount of assessnent due from each
participating nenber insurer, including, if prudent, filing
suit to collect such assessnent. If the board is unable to
coll ect an assessnent from any nenber insurer, the uncoll ected
assessnments shall be levied as an additional assessment
agai nst the participating nenber insurers and any
participating nmenber insurer required to pay an additiona
assessnent as a result of such failure to pay shall have a
cause of action agai nst such nonpayi ng nenber insurer.
Assessnents shall be included as an appropriate factor in the
maki ng of rates.

2. The governing body of any unit of |ocal governnent,
any residents of which are insured by the association, may
i ssue bonds as defined in s. 125.013 or s. 166.101 fromtinme
totine to fund an assistance program in conjunction with the
associ ation, for the purpose of defraying deficits of the
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association. In order to avoid needl ess and i ndi scri m nate

proliferation, duplication, and fragnentati on of such

assi stance prograns, any unit of |ocal governnent, any

residents of which are insured by the association, may provide

for the paynent of |osses, regardl ess of whether or not the

| osses occurred within or outside of the territorial

jurisdiction of the |ocal governnent.Revenue bonds may not be

i ssued until validated pursuant to chapter 75, unless a state
of energency is declared by executive order or proclanation of
the Governor pursuant to s. 252.36 nmaking such findings as are
necessary to determne that it is in the best interests of,
and necessary for, the protection of the public health,

safety, and general welfare of residents of this state and the
protection and preservation of the econonmic stability of
insurers operating in this state, and declaring it an
essential public purpose to pernmit certain nunicipalities or
counties to issue such bonds as will permt relief to
claimants and policyhol ders of the joint underwiting

associ ation and insurers responsi ble for apportionnent of
associ ation | osses. Any such Fhe unit of |ocal governnment may
shat enter into such contracts with the association and with
any other entity created pursuant to this subsection as are

necessary to carry out this paragraph. Any bonds issued under

t hi s subparagraph stub-—subparagraph shall be payable from and
secured by noneys received by the association from energency

assessnent s under sub-subparagraph (b)3.d., and assi gned and
pl edged to or on behalf of the unit of |ocal governnment for
the benefit of the holders of such bonds. The funds, credit,
property, and taxing power of the state or of the unit of
| ocal governnent shall not be pledged for the paynent of such
bonds. |If any of the bonds renmmin unsold 60 days after
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i ssuance, the departnent shall require all insurers subject to
assessnent to purchase the bonds, which shall be treated as
adm tted assets; each insurer shall be required to purchase

t hat percentage of the unsold portion of the bond issue that
equals the insurer's relative share of assessnent liability
under this subsection. An insurer shall not be required to
purchase the bonds to the extent that the departnent

determ nes that the purchase woul d endanger or inpair the

sol vency of the insurer.

3.a. In addition to any credits, bonuses, or
exenptions provided under s. 627.3511, the board shall adopt a
program for the reduction of both new and renewal witings in
t he associ ation. The board may consi der any prudent and not
unfairly discrimnatory approach to reduci ng associ ati on
writings, but nust adopt at |east a credit against assessnent
liability or other liability that provides an incentive for
insurers to take risks out of the association and to keep
risks out of the association by maintaining or increasing
voluntary witings in counties in which association risks are
hi ghly concentrated and a programto provide a formul a under
which an insurer voluntarily taking risks out of the
associ ation by maintaining or increasing voluntary witings
will be relieved wholly or partially fromassessnents under

sub- subpar agraphs (b)3.a. and b. subparagraph—(b)3—

b. Any credit or exenption fromregul ar assessnents

adopt ed under this subparagraph shall |last no |longer than the

3 years following the cancellation or expiration of the policy

by the association. Wth the approval of the departnment, the

board may extend such credits for an additional year if the

i nsurer guarantees an additional year of renewability for al

policies renoved fromthe association, or for two additiona
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years if the insurer guarantees two additional years of

renewability for all policies so renpved

c. There shall be no credit, limtation, exenption, or

defernent from energency assessnents to be collected from

pol i cyhol ders pursuant to sub-subparagraph (b) 3. d.

d. In order for a plan to qualify for any bonus,

exenption, or other incentive under this subparagraph, at

| east 40 percent of the policies renobved fromthe association

under the plan nust cover risks located in Dade, Broward, and

Pal m Beach Counties, or at |east 30 percent of the policies

renoved fromthe association under the plan nust cover risks

| ocated in Dade, Broward, and Pal m Beach Counties and an

addi ti onal 50 percent of the policies renoved fromthe

associ ati on under the plan nust cover risks located in other

coastal counties.

4. The plan shall provide for the defernent, in whole
or in part, of the assessnent of a nenber an insurer, other
t han an energency assessnent collected from policyhol ders

pursuant to sub-subparagraph (b)3.d.,if the departnent finds

t hat paynent of the assessnent woul d endanger or inpair the
solvency of the insurer. In the event an assessnent against a
nenber an insurer is deferred in whole or in part, the anpunt
by which such assessnent is deferred nmay be assessed agai nst
the other nenber insurers in a manner consistent with the
basis for assessnents set forth in paragraph (b).

(h) Nothing in this subsection shall be construed to
preclude the issuance of residential property insurance
coverage pursuant to part VIII of chapter 626.

(i) There shall be no liability on the part of, and no
cause of action of any nature shall arise against, any nenber
insurer or its agents or enployees, agents or enpl oyees of the
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associ ati on theRestdent+al—Property—and—CastattyJoint
brderwr-ting—Assoeciat+on—or—its—agents—or—enptoyees, nenbers

of the board of governors, or the departnment or its
representatives for any action taken by themin the
perfornmance of their duties or responsibilities under this

subsection. Such inmunity does not apply to actions for breach
of any contract or agreenent pertaining to insurance er—to
issuance—or—payrent—oef—debt—or any other willful tort.

(j) The Residential Property and Casualty Joint
Underwiting Association is not a state agency, board, or
conm ssion. However, for the purposes of s. 199.183(1), the
Resi dential Property and Casualty Joint Underwiting
Associ ation shall be considered a political subdivision of the
state and shall be exenpt fromthe corporate incone tax.

(k) Upon a determination by the board of governors
that the conditions giving rise to the establishnment and
activation of the association no | onger exist, and upon the
consent thereto by order of the departnment, the association is
di ssol ved. Upon dissolution, the assets of the association
shall be applied first to pay all debts, liabilities, and
obligations of the association, including the establishnent of
reasonabl e reserves for any contingent liabilities or
obligations, and all renmining assets of the association shal
becone property of the state and deposited in the Florida
Hurri cane Catastrophe Fund.

(I) Al obligations, rights, assets, and liabilities
of the Florida Property and Casualty Joint Underwiting
Associ ation created by subsection (5), which obligations,
rights, assets, or liabilities relate to the provision of
commercial lines residential property insurance coverage as
described in this section are hereby transferred to the

52

CODI NG Wr ds st+ieken are del etions; words underlined are additions.




© 00 N o O W DN P

W WNNNNMNNMNNNMNNNNRRRRRPRPEPR R PR R
P O © 0 N O 00~ WNIERPLO O ®~NO®Uu D WNPRER O

Fl ori da House of Representatives - 1997 HB 1815
614- 102C- 97

Resi dential Property and Casualty Joint Underwiting
Associ ation. The Residential Property and Casualty Joint
Underwriting Association is not required to i ssue endorsenents
or certificates of assunption to insureds during the renmaining
termof in-force transferred policies.

(m Notwi thstandi ng any ot her provision of |aw

1. The pledge or sale of, the |ien upon, and the
security interest in any rights, revenues, or other assets of
the association created or purported to be created pursuant to
any financing docunents to secure any bonds or other
i ndebt edness of the association shall be and remain valid and
enforceabl e, notw thstanding the coommencenent of and during
the continuation of, and after, any rehabilitation
i nsol vency, |iquidation, bankruptcy, receivership,
conservat orshi p, reorgani zation, or simlar proceedi ng agai nst
t he association under the laws of this state.

2. No such proceeding shall relieve the association of
its obligation, or otherwise affect its ability to performits
obligation, to continue to collect, or levy and collect,

assessnent s under—sub-—stbparagraph—{(b)3—a—+———stub-subparagraph

(b)y3—b——or—stubparagraph—{g)t———erergency—assesshents—under

stb-subparagraph—{b)3—e—, narket equalization or other renewat
sur char ges under subparagraph(c) 10. (g)36—, or any ot her

rights, revenues, or other assets of the association pledged
pursuant to any financing docunents.

3. Each such pledge or sale of, lien upon, and
security interest in, including the priority of such pl edge,
lien, or security interest, any such assessnents, erergency
assesstents;mar ket equal i zati on or ot her rerewat surcharges,
or other rights, revenues, or other assets which are

collected, or levied and collected, after the commencenent of
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1| and during the pendency of, or after, any such proceeding

2| shall continue unaffected by such proceeding. As used in this
3 [KkU>subsecti on paragrapt, the term "financi ng docunents" neans any
4 | agreenent or agreenents, instrunent or instrunments, or other

5| docunent or docunents now existing or hereafter created

6 | evidenci ng any bonds or other indebtedness of the association
7 | or pursuant to which any such bonds or other indebtedness has
8 | been or may be issued and pursuant to which any rights,

9 | revenues, or other assets of the association are pledged or

10| sold to secure the repaynent of such bonds or indebtedness,

11| together with the paynent of interest on such bonds or such

12 | i ndebt edness, or the paynent of any other obligation of the

13 | association related to such bonds or indebtedness.

14 4. Any such pledge or sale of assessnents, revenues,
15| contract rights, or other rights or assets of the association
16 | shall constitute a lien and security interest, or sale, as the
17 | case may he, that is imediately effective and attaches to

18 | such assessnents, revenues, or contract rights or other rights
19 | or assets, whether or not inposed or collected at the tine the
20| pledge or sale is nade. Any such pledge or sale is effective,
21| valid, binding, and enforceabl e agai nst the association or
22 | other entity making such pledge or sale, and valid and bi ndi ng
23 | agai nst and superior to any conpeting clains or obligations
24 | owed to any other person or entity, including policyholders in
25| this state, asserting rights in any such assessnents,
26 | revenues, or contract rights or other rights or assets to the
27 | extent set forth in and in accordance with the terns of the
28 | pl edge or sale contained in the applicable financing
29 | docunents, whether or not any such person or entity has notice
30 | of such pledge or sale and wi thout the need for any physica
31| delivery, recordation, filing, or other action
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(n)1. The followi ng records of the Residenti al
Property and Casualty Joint Underwiting Association are
confidential and exenpt fromthe provisions of s. 119.07(1)
and s. 24(a), Art. | of the State Constitution:

a. Underwiting files, except that a policyhol der or
an applicant shall have access to his or her own underwiting
files.

b. dains files, until ternmnation of all litigation
and settlenment of all clains arising out of the sane incident,
al t hough portions of the clains files may remain exenpt, as
ot herwi se provided by |aw. Confidential and exenpt clains file
records nay be rel eased to other governnental agencies upon
written request and denonstration of need; such records held
by the receiving agency remain confidential and exenpt as
provi ded for herein.

c. Records obtained or generated by an interna
auditor pursuant to a routine audit, until the audit is
conpleted, or if the audit is conducted as part of an
investigation, until the investigation is closed or ceases to
be active. An investigation is considered "active" while the
i nvestigation is being conducted with a reasonable, good faith
belief that it could lead to the filing of adm nistrative,
civil, or crimnal proceedings.

d. Matters reasonably enconpassed in privileged
attorney-client conmunications.

e. Proprietary information |licensed to the association
under contract and the contract provides for the
confidentiality of such proprietary information.

f. Al information relating to the nedical condition
or nedical status of an association enpl oyee which is not
relevant to the enpl oyee's capacity to performhis or her
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1| duties, except as otherw se provided in this paragraph

2| Information which is exenpt shall include, but is not limted
3|to, information relating to workers' conpensation, insurance
4 | benefits, and retirenent or disability benefits.

5 g. Upon an enpl oyee's entrance into the enpl oyee

6 | assi stance program a programto assist any enpl oyee who has a
7 | behavi oral or nedical disorder, substance abuse problem or

8| enptional difficulty which affects the enployee's job

9| performance, all records relative to that participation shal
10 | be confidential and exenpt fromthe provisions of s. 119.07(1)
11 ) and s. 24(a), Art. | of the State Constitution, except as

12 | otherwi se provided in s. 112.0455(11).

13 h. Information relating to negotiations for financing
14 | rei nsurance, depopul ation, or contractual services, until the
15| concl usi on of the negotiations.

16 i. Mnutes of closed neetings regarding underwriting
17 | files, and nminutes of closed neetings regarding an open clains
18| file until termnation of all litigation and settlenment of al
19 | clains with regard to that claim except that information

20 | otherwi se confidential or exenpt by law wi |l be redacted.

21

22 | When an aut horized insurer is considering underwiting a risk
23 | insured by the association, relevant underwiting files and
24 | confidential clains files may be released to the insurer

25 | provided the insurer agrees in witing, notarized and under

26 | oath, to maintain the confidentiality of such files. Wen a
27 | file is transferred to an insurer that file is no | onger a

28 | public record because it is not held by an agency subject to
29 | the provisions of the public records law. Underwiting files
30| and confidential clains files may also be released to staff of
31| and the board of governors of the market assistance plan
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establ i shed pursuant to s. 627.3515, who nust retain the
confidentiality of such files, except such files nay be

rel eased to authorized insurers that are considering assum ng
the risks to which the files apply, provided the insurer
agrees in witing, notarized and under oath, to maintain the
confidentiality of such files. Finally, the association or
the board or staff of the market assistance plan nmay nake the
following informati on obtained fromunderwiting files and
confidential clainms files available to |icensed general |ines
i nsurance agents: nane, address, and tel ephone nunber of the
residential property owner or insured; |location of the risk
rating information; loss history; and policy type. The
receiving |licensed general |ines insurance agent nust retain
the confidentiality of the information received.

2. Portions of neetings of the Residential Property
and Casualty Joint Underwriting Association are exenpt from
the provisions of s. 286.011 and s. 24(b), Art. | of the State
Constitution wherein confidential underwiting files or
confidential open clains files are discussed. Al portions of
associ ati on neetings which are closed to the public shall be
recorded by a court reporter. The court reporter shall record
the tinmes of comencenent and termination of the neeting, al
di scussi on and proceedi ngs, the nanes of all persons present
at any tine, and the nanes of all persons speaking. No
portion of any closed neeting shall be off the record.

Subj ect to the provisions hereof and s. 119.07(2)(a), the
court reporter's notes of any closed neeting shall be retained
by the association for a mninumof 5 years. A copy of the
transcript, less any exenpt matters, of any closed neeting
wherein clainms are di scussed shall becone public as to
individual clainms after settlenment of the satd claim
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1 Section 7. Section 627.3511, Florida Statutes, 1996

2 | Suppl enent, is anmended to read:

3 627.3511 Depopul ation of Residential Property and

4| Casualty Joint Underwiting Association.--

5 (1) LEG SLATI VE FI NDI NGS AND | NTENT. - - The Legi sl ature
6| finds and declares that the Residential Property and Casualty
7| Joint Underwriting Association has witten an anount of

8 | policies beyond |egislative expectations and has becone, by

9| virtue of its size, a significant inpedinent to the

10 | restoration of a stable and conpetitive residential property
11 ) insurance market in this state; that the public policy of this
12 | state requires the mmintenance of a residual market for

13 | residential property insurance; and that extraordi nary

14 | neasures, beyond inplenentation of eligibility criteria and
15 | nonconpetitive rates, are required to reduce the nunber of

16 | policies witten by the Residential Property and Casualty

17 | Joint Underwiting Association to a reasonable level. It is
18 | the intent of the Legislature to provide a variety of

19 | financial incentives to encourage the replacenent of the
20 | hi ghest possible nunber of Residential Property and Casualty
21| Joint Underwiting Association policies with policies witten
22| by admitted insurers at approved rates.
23 (2) TAKE-QUT BONUS. --The Residential Property and
24 | Casualty Joint Underwiting Association shall pay the sum of
25| up to $100 to an insurer for each risk that the insurer
26 | renoves fromthe association, either by issuance of a policy
27 | upon expiration or cancellation of the association policy or
28 | by assunption of the association's obligations with respect to
29| an in-force policy. Such paynent is subject to approval of
30| the association board. In order to qualify for the bonus
31 | under this subsection, the take-out plan nust include a
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1| mninmumof 25,000 policies. Wthin 30 days after approval by
2| the board, the departnent nmay reject the insurer's take-out

3| plan and disqualify the insurer fromthe bonus, based on the

4| following criteria:

5 (a) The capacity of the insurer to absorb the policies
6 | proposed to be taken out of the association and the

7 | concentration of risks of those policies.

8 (b) \Whether the geographic and risk characteristics of
9| policies in the proposed take-out plan serve to reduce the

10 | exposure of the association sufficient to justify the bonus.
11 (c) \Whether coverage for risks to be taken out

12 | otherwi se exists in the admtted voluntary narket.

13 (d) The degree to which the take-out bonus is

14 | pronoting new capital being allocated by the insurer to

15| Florida residential property coverage.

16 (3) EXEMPTI ON FROM DEFI CI T ASSESSMENTS. - -

17 (a) The calculation of an insurer's assessnent

18 | liability under s. 627.351(6)(b)3.a. or b. shall, for an

19 | insurer that in any cal endar year renpoves 50,000 or nore risks
20| fromthe Residential Property and Casualty Joint Underwriting
21 | Association, either by issuance of a policy upon expiration or
22 | cancell ation of the association policy or by assunption of the
23 | association's obligations with respect to in-force polici es,
24 | exclude such renoved policies for the succeeding 3 years, as
25| fol | ows:

26 1. In the first year follow ng renoval of the risks

27 | the risks are excluded fromthe calculation to the extent of
28 | 100 percent.

29 2. In the second year follow ng renoval of the risks,
30| the risks are excluded fromthe calculation to the extent of
31| 75 percent.
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3. Inthe third year follow ng renoval of the risks,
the risks are excluded fromthe calculation to the extent of
50 percent.

If the renoval of risks is acconplished through assunption of
obligations with respect to in-force policies, the association
shall pay to the assuming insurer all unearned prem umwth
respect to such policies |l ess any policy acquisition costs

agreed to by the association and assuning insurer. The term

policy acquisition costs" is defined as costs of issuance of

the policy by the association which includes agent

conm ssions, servicing conpany fees, and prem umtax. This

par agraph does not apply to an insurer that, at any tine
within 5 years before renoving the risks, had a market share
in excess of 0.1 percent of the statew de aggregate gross
direct witten premiumfor any line of property insurance, or
to an affiliate of such an insurer. This paragraph does not
apply unless either at |east 40 percent of the risks renoved
fromthe association are |ocated in Dade, Broward, and Pal m
Beach Counties, or at |least 30 percent of the risks renoved
fromthe association are located in such counties and an
addi tional 50 percent of the risks renoved fromthe
association are located in other coastal counties.

(b) An insurer that first wote personal |ines
residential property coverage in this state on or after July
1, 1994, is exenpt fromregular deficit assessnents inposed
pursuant to s. 627.351(6)(b)3.a. and b., but not energency

assessnents collected from policyhol ders pursuant to s.
627.351(6)(b)3.d.,of the Residential Property and Casualty
Joint Underwriting Association until the earlier of the

fol | owi ng:
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1. The end of the cal endar year in which it first
wrote 0.5 percent or nore of the statew de aggregate direct
witten premumfor any line of residential property coverage;
or

2. Decenber 31, 1997, or Decenber 31 of the third year
in which it wote such coverage in this state, whichever is
| ater.

(c) Oher than an insurer that is exenpt under
paragraph (b), an insurer that in any cal endar year increases
its total structure exposure subject to wi nd coverage by 25
percent or nore over its exposure for the precedi ng cal endar
year is, with respect to that year, exenpt fromdeficit
assessnents i nposed pursuant to s. 627.351(6)(b)3.a. and b.

but not energency assessnents collected from policyhol ders
pursuant to s. 627.351(6)(b)3.d.,of the Residential Property
and Casualty Joint Underwiting Association attributable to

such increase in exposure.
(d) Any exenption or credit fromregul ar assessnents

aut hori zed by this section shall last no | onger than 3 years

following the cancellation or expiration of the policy by the

association. Wth the approval of the departnment, the board

may extend such credits for an additional year if the insurer

guar antees an additional year of renewability for all policies

renoved fromthe association, or for 2 additional years if the

i nsurer guarantees 2 additional years of renewability for al

policies so renoved
(4) AGENT BONUS. --When the Residential Property and
Casualty Joint Underwriting Association enters into a

contractual agreenent for a take-out plan that provides a
bonus to the insurer, the producing agent of record of the
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association policy is entitled to retain any unearned
conmm ssion on such policy, and the insurer shall either

(a) Pay to the producing agent of record of the
associ ation policy an anount equal to the insurer's usual and
customary comm ssion for the type of policy witten if the
termof the association policy was in excess of 6 nmonths, or
one-hal f of such usual and customary conmission if the term of
t he association policy was 6 nonths or |ess; or

(b) Ofer to allow the produci ng agent of record of
the association policy to continue servicing the policy for a
period of not less than 1 year and offer to pay the agent the
insurer's usual and customary commission for the type of
policy witten.

The insurer need not take any further action if the offer is
rejected. This subsection does not apply to any reciproca

i nterinsurance exchange, nonprofit federation, or any
subsidiary or affiliate of such organi zation. This subsection
does not apply if the agent is also the agent of record on the
new coverage. The requirenent of this subsection that the

produci ng agent of record is entitled to retain the unearned

conm ssion on an association policy does not apply to a policy

for which coverage has been provided in the association for 30

days or less or for which a cancellation notice has been
i ssued pursuant to s. 627.351(6)(c)11. during the first 30
days of coverage.

(5) APPLI CABI LI TY. - -

(a) The take-out bonus provided by subsection (2) and

the exenption from assessnent provided by paragraph (3)(a)

apply only if the Restdential—Property—antd—Casuvat-ty—Joint

Ynderwi-ting association policy is replaced by either a
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standard policy including wind coverage or, if consistent with

the insurer's underwiting rules as filed with the departnent,

a basic policy including wind coverage; however, with respect
to risks |ocated in areas where coverage through the Florida
W ndst orm Underwriting Association is available, the

repl acenent policy need not provide wi nd coverage. The insurer
nmust renew the replacenent policy at approved rates on
substantially sinmlar terns for two additional 1-year terns,
unl ess cancel ed by the insurer for a | awful reason other than
reduction of hurricane exposure. If an insurer assunes the

association's obligations for a policy, it nust issue a

repl acenent policy for a 1l-year termupon expiration of the

associ ation policy and nust renew the repl acenent policy at

approved rates on substantially simlar terns for two

additional 1-year ternms, unless canceled by the insurer for a

| awf ul reason other than reduction of hurricane exposure. For

each repl acenent policy cancel ed or nonrenewed by the insurer
for any reason during the 3-year coverage period required by
this paragraph, the insurer nust renove fromthe association
one additional policy covering a risk simlar to the risk
covered by the cancel ed or nonrenewed policy. In addition to
t hese requirenents, the association nust place the bonus
noneys in escrow for a period of 3 years; such nobneys nay be
rel eased fromescrow only to pay clains. A take-out bonus

provi ded by subsection (2) or subsection (6) shall not be

consi dered preniumincone for purposes of taxes and

assessnents under the Florida I nsurance Code and shall remain

the property of the Residential Property and Casualty Joint

Underwriting Association, subject to the prior security

interest of the insurer under the escrow agreenent until it is

rel eased fromescrow, and after it is released fromescrow it
63

CODI NG Wr ds st+ieken are del etions; words underlined are additions.




Fl ori da House of Representatives - 1997 HB 1815
614- 102C- 97

1| shall be considered an asset of the insurer and credited to
2| the insurer's capital and surpl us.

3 (b) An insurer or agent nmay not qualify for a bonus or
4 | exenption from assessnent under this section after the nunber
5] of risks covered by the Residential Property and Casualty

6| Joint Underwriting Association is | ess than 250, 000.

7 (c) It is the intent of the Legislature that an

8| insurer eligible for the exenption under paragraph (3)(a)

9| establish a preference in appointnent of agents for those

10 | agents who | ose a substantial anount of business as a result
11| of risks being renoved fromthe association

12 (6) COWERCI AL RESI DENTI AL CONPOM-NHIM-ASSOCHATHON
13 | TAKE- QUT PLANS. - -

14 (a) The Residential Property and Casualty Joint

15| Underwiting Association shall pay a bonus to an insurer for
16 | each commerci al residential eondemniumassoctation policy
17 | that the insurer renpves fromthe association pursuant to an
18 | approved take-out plan, either by issuance of a new policy
19 | upon expiration of the association policy or by assunption of
20| the association's obligations with respect to an in-force

21| policy. The association board shall deternine the anpunt of
22 | the bonus based on such factors as the coverage provided,

23 | relative hurricane risk, the length of tine that the property
24 | has been covered by the association, and the criteria

25| specified in paragraphs (b) and (c). The anount of the bonus
26 | with respect to a particular policy may not exceed 25 percent
27 | of the association's 1-year prem umfor the policy. Such

28 | paynent is subject to approval of the association board. In
29 | order to qualify for the bonus under this subsection, the

30 | take-out plan nmust include policies reflecting at |east $100
3l | mllion in structure exposure.
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1 (b) In order for a plan to qualify for approval:

2 1. At least 40 percent of the policies renoved from

3 | the association under the plan nust be |ocated in Dade,

4| Broward, and Pal m Beach Counties, or at |east 30 percent of

5] the policies renobved fromthe association under the plan nust
6| be located in such counties and an additional 50 percent of

7| the policies renoved fromthe association nust be located in
8 | ot her coastal counties.

9 2. The insurer nust renew the replacenent policy at
10 | approved rates on substantially simlar terns for two

11 | additional 1-year terns, unless canceled or nonrenewed by the
12 | insurer for a lawful reason other than reduction of hurricane
13 | exposure. |If an insurer assunes the association's obligations
14 | for a policy, it nust issue a replacenent policy for a 1-year
15| term upon expiration of the association policy and nmust renew
16 | the replacenent policy at approved rates on substantially

17 | sinmlar terns for two additional 1-year terns, unless cancel ed
18 | by the insurer for a |lawful reason other than reduction of

19 | hurricane exposure. For each replacenent policy cancel ed or
20 | nonrenewed by the insurer for any reason during the 3-year
21 | coverage period required by this subparagraph, the insurer
22 | must renove fromthe associati on one additional policy
23| covering a risk sinmlar to the risk covered by the cancel ed or
24 | nonrenewed policy.
25 (c) A take-out plan is deened approved unless the
26 | departnment, within 120 days after the board votes to reconmrend
27 | the plan, disapproves the plan based on
28 1. The capacity of the insurer to absorb the policies
29 | proposed to be taken out of the association and the
30 | concentration of risks of those policies.
31
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2. \Wiether the geographic and risk characteristics of
policies in the proposed take-out plan serve to reduce the
exposure of the association sufficiently to justify the bonus.

3. Wiether coverage for risks to be taken out
otherwi se exists in the adnmitted voluntary narket.

4. The degree to which the take-out bonus is pronoting
new capital being allocated by the insurer to residential
property coverage in this state.

(d) The calculation of an insurer's regul ar assessnent
liability under s. 627.351(b)3.a. and b., but not energency

assessnents collected from policyhol ders pursuant to s.
627.351(6)(b)3.d.,s—62#435% shall, with respect to
commerci al residential eondemniumassocitation policies
renoved fromthe association under an approved take-out plan

excl ude such renoved policies for the succeeding 3 years, as
foll ows:

1. In the first year follow ng renoval of the
policies, the policies are excluded fromthe calculation to
the extent of 100 percent.

2. In the second year follow ng renoval of the
policies, the policies are excluded fromthe calculation to
the extent of 75 percent.

3. Inthe third year follow ng renoval of the
policies, the policies are excluded fromthe calculation to
the extent of 50 percent.

(e) An insurer that first wote comercial residential
<O>condorniumassoctatton property coverage in this state on or
after June 1, 1996, is exenpt fromregul ar assessnents under
s. 627.351(6)(b)3.a. and b., but not energency assessnents

collected from policyholders pursuant to s. 627.351(6)(b)3.d.
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s—627#-35% with respect to comercial residential eendofnium
assoctat+on policies until the earlier of:
1. The end of the cal endar year in which such insurer

first wote 0.5 percent or nore of the statew de aggregate
direct witten prenmiumfor commercial residential eondernium
assoctation property coverage; or

2. Decenber 31 of the third year in which such insurer
wrote comercial residential eendomnrumassoetationr property
coverage in this state.

(f) An insurer that is not otherw se exenpt from
regul ar assessnents under s. 627.351(6)(b)3.a. and b. s+
62735 with respect to commercial residential eondernium
assoctat+on policies is, for any cal endar year in which such

insurer increased its total comercial residential eendemnairum

assoctat+on hurri cane exposure by 25 percent or nore over its
exposure for the preceding cal endar year, exenpt fromregul ar
assessnents under s. 627.351(6)(b)3.a. and b., but not

ener gency assessnents collected from policyhol ders pursuant to
s. 627.351(6)(b)3.d.,s—627/35% attributable to such

i ncreased exposure.

(7) A mnority business, which is at |east 51 percent
owned by minority persons as described in s. 288.703(3),
desiring to operate or becone |licensed as a property and
casualty insurer may exenpt appty up to $50 of the escrow
requi renents of the take-out bonus, as described in this
sect i on—toewara—the—nmnrum-capt-ta—r+eguirenrents—as—set—forth
H—Ss—624404(3{a)r. Such minority business, which has

applied for a certificate of authority to engage in business

as a property and casualty insurer, may sinmultaneously file
t he busi ness' proposed take-out plan, as described in this
section, to the Residential Property and Casualty Joint
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Underwiting Association. Thetnsturance—Conm-ssioner—ay
I I o I I I
o I . : e F o I I

departrent—

Section 8. Section 627.3512, Florida Statutes, is
amended to read:

627.3512 Recoupnent of residual market deficit
assessnents. - -

(1) An insurer or insurer group Atate—fHHrngunder—s—
6276062—Ss—6270651—6r——Ss—627+072 nay ihctude—anpunts
sufHeirent—to recoup any assessnents that have been paid
during or after 1995 by the insurer or insurer group to defray

deficits of an insurance risk apportionnent plan aJeint

wrderwi-tHng—assoctatton or assigned risk plan under ss.
627.311 and 627.351, net of any earnings returned to the

i nsurer or insurer group by the association or plan for any

year after 1993. The recoupnent shall be nmade by applying a

separate assessnent factor on policies of the sane |line or

type as were considered by the residual nmarkets in determning

the assessnent liability of the insurer or insurer group. An

i nsurer or insurer group nmay shall calculate a separate

assessnent factor for personal lines and comercial lines. The

rate—fHHng—shatH—inetude—a separate assessnent factor shal

provi de whieh—provides for full recoupnent of the assessnents
over a period of 1 year, unless the insurer or insurer group

at its option, elects to recoup the assessments over a | onger

period. The assessnent factor tnA—the—FHng expires upon
collection of the full anpbunt allowed to be recouped. Anpunts

recouped under this section are not subject to prem umtaxes,
f ees, or conm ssions.
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(2) The assessnent factor nust not be nore than 3

percent age points above the ratio of the deficit assessnment to

the Florida direct witten premumfor policies for the lines

or types of business as to which the assessnent was

calculated, as witten in the year the deficit assessnent was

paid. |f an insurer or insurer group fails to collect the

full ampunt of the deficit assessnent, the insurer or insurer

group nust carry forward the anount of the deficit and adj ust

the deficit assessnent to be recouped in a subsequent year by

t hat anount.

(3) The insurer or insurer group shall file with the

departnent a statenent setting forth the anount of the

assessnent factor and an expl anation of how the factor will be

applied, at least 15 days prior to the factor being applied to

any policies. The statenent shall include docunentation of

the assessnent paid by the insurer or insurer group and the

arithnetic cal culations supporting the assessnent factor. The

departnent shall conplete its review within 15 days after

receipt of the filing and shall linmt its reviewto

verification of the arithnmetic calculations. The insurer or

i nsurer group may use the assessnent factor at any tinme after

the expiration of the 15-day period unless the departnent has

notified the insurer or insurer group in witing that the

arithnmetic calcul ations are incorrect.

(4) The departnent may adopt rules to inplenent this

secti on.

Section 9. Section 627.3513, Florida Statutes, is
created to read

627.3513 Standards for sale of bonds by underwiting

associ ati ons. - -
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(1)(a) The purpose of this section is to provide

standards for the sale of bonds pursuant to s. 627.351(2) and

(6) .

(b) "Association" or "associations," for purposes of

this section, neans the Florida Wndstorm Underwriting

Associ ation and the Residential Property and Casualty Joint

Underwriting Association as established pursuant to s.

627.351(2) and (6), and any corporation or other entity

establ i shed pursuant to those subsections.

(2) The plan of operation of each association shal

provide for the selection of financial services providers and

underwiters. Such provisions shall include the nethod for

publici zing or otherw se providing reasonable notice to

potential financial services providers, underwiters, and

other interested parties, which may include expedited

procedures and nethods for energency situations. The

associ ati ons shall not engage the services of any person or

firmas a securities broker or bond underwiter that is not

eligible to be engaged by the state under the provisions of s.

215.684. The associ ations shall make all sel ections of

financial service providers and nanagi ng underwiters at a

noti ced public neeting.

(3) The plan of operation of each association shal

provide for any managi ng underwiter or financial advisor to

provide to the association a disclosure statenent containing

at least the following information

(a) An itenmized list setting forth the nature and

estimated amounts of expenses to be incurred by the nmanagi ng

underwriter in connection with the i ssuance of such bonds.

Not wi t hst andi ng the foregoing, any such list may include an

itemfor mscellaneous expenses, provided such item i ncl udes
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1| only ninor itens of expense which cannot be easily categorized
2| el sewhere in the statenent.

3 (b) The nanes, addresses, and estinated anounts of

4 | conpensation of any finders connected with the i ssuance of the
5| bonds.

6 (c) The anpbunt of underwiting spread expected to be

7| realized and the anount of fees and expenses expected to be

8| paid to the financial adviser

9 (d) Any managenent fee charged by the nanagi ng

10 | underwriter.

11 (e) Any other fee, bonus, or conpensation estimted to
12 | be paid by the managi ng underwriter in connection with the

13 | bond issue to any person not regularly enpl oyed or retai ned by
14 it.

15 (f) The nane and address of each financial advisor or
16 | managi ng underwiter, if any, connected with the bond issue.
17 (g) Any other disclosure which the association nay

18 | require.

19 (4)(a) No underwiter, comercial bank, investnent

20 | banker, or financial consultant or adviser shall pay any

21| finder any bonus, fee, or gratuity in connection with the sale
22 | of bonds issued by the association unless full disclosure is
23| made in witing to the association prior to or concurrently

24 | with the subnission of a purchase proposal for bonds by the

25| underwriter, commercial bank, investnment banker, or financia
26 | consultant or adviser, providing the nane and address of any
27 | finder and the anobunt of bonus, fee, or gratuity paid to such
28 | finder. A violation of this subsection shall not affect the

29 | validity of the bond issue.

30 (b) As used in this subsection, the term"finder"

31| neans a person who is neither regularly enployed by, nor a
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partner or officer of, an underwriter, bank, banker, or

financial consultant or adviser and who enters into an

understanding with either the issuer or the nmanagi ng

underwiter, or both, for any paid or pronised conpensation or

val uabl e consideration, directly or indirectly, expressed or

inplied, to act solely as an internedi ary between such issuer

and nmanagi ng underwriter for the purpose of influencing any

transaction in the purpose of such bonds.

(5) This section is not intended to restrict or

prohi bit the enpl oynent of professional services relating to

bonds issued under s. 627.351(2) or (6) or the issuance of

bonds by the associ ati ons.

(6) The failure of the association to conply with one

or nore provisions of this section shall not affect the

validity of the bond issue, however, the failure of either

association to conply in good faith both with this section and

with the plan as anended shall be a violation of its plan of

operation and a violation of the |Insurance Code.
Section 10. Section 627.3516, Florida Statutes, is
created to read

627.3516 Residual property insurance market

coordinating council.--The property insurance residual market
entities under s. 627.351(2) and (6) shall create a 5-nenber
coordinating council to assure that each entity is inforned of

the activities and plans of the other entity. The insurance

consuner advocate shall chair the coordinating council, and

shal | appoint to the council one representative of insurance

interests and one representative of non-insurance interests

fromthe board under s. 627.351(2), and one representative of

i nsurance interests and one representative of non-insurance
interests fromthe board under s. 627.351(6). The
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coordinating council shall also subnmt to the presiding

officers of the Legislature no later than January 1, 1998, its

reconmendations for the merger of the two entities.
Section 11. Subsection (1) of section 627.4025,
Florida Statutes, 1996 Suppl enent, is anmended to read:

627. 4025 Residential coverage and hurricane coverage
defi ned. - -

(1) Residential coverage includes both personal lines
residential coverage, which consists of the type of coverage
provi ded by honeowner's, nobile hone owner's, dwelling,
tenant's, condom niumunit owner's, cooperative unit owner's,

and sinmlar policies, and commercial |ines residential
coverage, which consists of the type of coverage provided by
condom ni um associ ati on, cooperative associ ati on, apart nent

building, and simlar policies, including policies covering

t he common el enents of a honeowners' associ ati on. Resi denti al

coverage for personal lines and comercial lines as set forth
in this section includes policies that provide coverage for
particular perils such as wi ndstormand hurricane or coverage
for insurer insolvency or deducti bl es.

Section 12. Subsection (7) of section 627.701, Florida
Statutes, 1996 Supplenent, is anmended, and subsection (8) is
added to said section, to read:

627.701 Liability of insureds; coinsurance;
deducti bl es. - -

(3)(a) A policy of residential property insurance
shal | include a deductible anount applicable to hurricane or
wi nd | osses no | ower than $500 and no hi gher than 2 percent of
the policy dwelling limts with respect to personal lines
residential risks, and no higher than 3 percent of the policy
limts with respect to comercial lines residential risks;
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however, if a risk was covered on August 24, 1992, under a
policy having a higher deductible than the deductibles allowed
by this paragraph, a policy covering such risk may include a
deducti bl e no higher than the deductible in effect on August
24, 1992. Notwithstanding the other provisions of this
par agraph, a personal lines residential policy covering a risk
val ued at $50,000 or |ess may include a deductibl e anpunt
attributable to hurricane or wind | osses no | ower than $250,
and a personal lines residential policy covering a risk val ued
at $100, 000 or nmore nay include a deducti bl e anount
attributable to hurricane or wind | osses no higher than 5
percent of the policy limts unless subject to a higher
deducti bl e on August 24, 1992; however, no naxi mum deducti bl e
is required with respect to a personal |ines residential
policy covering a risk valued at nore than $500,000. An
insurer nay require a higher deductible, provided such
deductible is the sane as or simlar to a deductible program
lawfully in effect on June 14, 1995. 1In addition to the
deducti bl e anbunts authorized by this paragraph, an insurer
may al so offer policies with a copaynent provision under
whi ch, after exhaustion of the deductible, the policyholder is
responsi ble for 10 percent of the next $10,000 of insured
hurricane or wi nd | osses.

(b)1. Except as otherw se provided in this paragraph
prior to issuing a personal lines residential property
i nsurance policy on or after April 1, 1996, or prior to the
first renewal of a residential property insurance policy on or
after April 1, 1996, the insurer nust offer alternative
deducti bl e anbunts applicable to hurricane or wi nd | osses
equal to $500 and 2 percent of the policy dwelling linmts,
unl ess the 2 percent deductible is less than $500. The witten
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notice of the offer shall specify the hurricane or w nd
deductible to be applied in the event that the applicant or
policyholder fails to affirnmatively choose a hurricane
deducti bl e. The insurer nust provide such policyholder wth
notice of the availability of the deductible anmbunts specified
in this paragraph in a formspecified by the departnent in
conjunction with each renewal of the policy. The failure to
provide such notice constitutes a violation of this code but
does not affect the coverage provided under the policy.

2. This paragraph does not apply with respect to a
deductible programlawfully in effect on June 14, 1995, or to
any simlar deductible program if the deductible program
requires a mni num deducti bl e anount of no | ess than 2 percent
of the policy limts.

3. Wth respect to a policy covering a risk with
dwelling limts of at |east $100, 000, but less than $250, 000,
the insurer may, in lieu of offering a policy with a $500
hurricane or w nd deductible as required by subparagraph 1.
offer a policy that the insurer guarantees it wll not
nonrenew for reasons of reducing hurricane |oss for one
renewal period and that contains up to a the 2 percent
hurricane or w nd deductible as required by subparagraph 1

4, Wth respect to a policy covering a risk with
dwelling limts of $250,000 or nore, the insurer need not
of fer the $500 hurricane or wind deductible as required by
subparagraph 1., but nust, except as otherw se provided in
this subsection, offer the 2 percent hurricane or w nd
deducti bl e as required by subparagraph 1

(c) In order to provide for the transition fromw nd
deducti bl es to hurricane deductibles as required by this
subsection, an insurer is required to provide w nd deducti bl es
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neeting the requirenents of this subsection until the
effective date of the insurer's first rate filing nmade after
January 1, 1997, and is thereafter required to provide
hurricane deductibles neeting the requirenents of this
subsecti on.

(7)(a) The Legislature finds that property insurance
coverage has becone unaffordable for a significant nunber of
nobi | e honme owners, as evidenced by reports that up to 100, 000
nobi | e honme owners have term nated their insurance coverage
because they cannot afford to pay approved rates charged in
the voluntary or residual nmarkets. The Legislature further
finds that additional flexibility in avail able coverages will
enabl e nobil e hone owners to obtain affordable insurance and
i ncrease capacity.

(b) Notwi thstanding the provisions of subsection (3),
Wi th respect to nobile hone policies:

1. The deductible for hurricane coverage nmay not
exceed 10 percent of the property value if the property is not
subject to any liens and may not exceed 5 percent of the
property value if the property is subject to any liens.

2. The insurer need not nmake the offers required by
par agr aph(3) (b) (3){a)-

(8) Notwithstanding the other provisions of this

section or of other law, but only as to hurricane coverage as
defined in s. 627.4025:
(a) No insurer shall be required to offer deductible

anmounts of less than 2 percent of the policy dwelling linmts

as to personal lines residential property insurance coverage,

however, upon witten request of the insured or applicant, the

insurer shall nmake avail able a $500 deductible as to hurri cane

coverage on the insured's prinmary residence if the insured
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produces docunentation fromthe insured' s hone nortgage | ender

that denonstrates that he or she is qualified as a | owincone

appl i cant pursuant to the Federal Hone Mortgage Disclosure Act

and Federal Community Rei nvestnent Act as to financing then

applicable to the insured's primary residence. Al forns by

which the offers authorized in this paragraph are made or

required to be nade shall be on forns that are adopted or

approved by the departnent.

(b) As to commercial lines residential property,

insurers may offer deductibles in anbunts not exceeding 5

percent if, at the tinme of such offer and at each renewal, the

insurer also offers to the policyhol der deducti bl e anpbunts of

3 percent and 4 percent. Al forns by which the offers

authorized in this paragraph are nmade or required to be nade

shall be on forms that are adopted or approved by the

depart nent.
Section 13. This act shall take effect upon beconming a
| aw.
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2 LEGQ SLATI VE SUWWARY

3
Substantially revises provisions of the | nsurance _Code

4 relating to Wi ndstorminsurance coverage and the Florida
W ndst orm Underwriting_Association and the Residentia

5 Property and Casual ty Joi nt Undermmltlng Associ ati on
Speci fies apEroprlatlons fromthe Florida Hurricane

6 Cat astrophe. Fund. Revises provisions relating to
menbership in the associati ons, energency assessnents,

7 financing of indebtedness, rates, and retention of

rofits.” Provides underwiting criteria and standards

8 or eligibility of new and covered risks. Provides for
the profection of creditors and imunity fromliability.

9 Provides for a market_ equalization surcharge. Authorizes
| ocal governnents to issue bonds. ProvideS for the

10 cancel 'ation and repl acenent of policies. Provides
exenptions and credits fromregul ar assessnments, but not

11 ener gency assessnents. Del eteS the condom nium
assocCi ation take-out Plan and provi des take-out Plans for

12 commercial residential policies. Mkes policyholders of
speci al purpose honeowner | nsurance conpani es” subject to

13 energency assessnents. Deletes the role of the narket
assi Stance plan in the renoval of policies fromthe

14 Resi dential Property and Casualty Joint Underwiting
Association. Provides |imted immunity to certain,

15 ersons in the autonobile joint underwriting association

ee bill for details.
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