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R%gresentatlves Llppnan ROJas Tobin, Stafford,
Dennls rcia | er adb, Fran R tchie, Mckenzie,
\asser man Schultz Brennan IIanbos Peaden, Bl oom Haf ner,
Fasano, Melvin, Horan, Bullard, Wse, Cosgrove, Arnold,
Roberts-Burke, Effman, Rayson, Ritter and Bronson

1 A bill to be entitled

2 An act relating to insurance; providing a short
3 title; amending s. 215.555, F.S.; revising

4 definitions; excluding the Fair Access to

5 | nsurance Requirenents Plan from application of
6 rei mbursenent contract requirenments; defining

7 "insurer" for purposes of certain revenue

8 bonds; providing for deactivation of the

9 Resi dential Property and Casualty Joint

10 Underwriting Association and termination of the
11 associ ation's plan of operation under certain
12 ci rcunstances; providing for additiona

13 assessnents and augnented assessnents for

14 certain purposes; providing for appropriating
15 certain noneys in the Florida Hurricane

16 Cat astrophe Fund to the Departnent of Comunity
17 Affairs for certain purposes; anending s.

18 626. 916, F.S.; authorizing certain surplus

19 lines insurers to renopve and insure policies

20 fromthe Residential Property and Casualty

21 Joint Underwriting Association and the Florida
22 W ndst orm Underwriting Associ ati on under

23 certain circumstances; providing procedures and
24 limtations; requiring reinsurance; prohibiting
25 eligibility for windstormcoverage for certain
26 risks; anending s. 627.0629, F.S.; requiring

27 the Departnent of Insurance to adopt certain

28 credits for use by insurers in certain rate

29 filings under certain circunmstances; clarifying
30 the application of certain discounts for nobile
31 honme owner's insurance rate filings; requiring

1
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1 insurers to inplenment certain discounts or rate
2 differentials for nobile hone insurance

3 prem uns; providing criteria; requiring the

4 departnment to adopt certain credits used by

5 insurers for certain residential property

6 i nsurance policies; providing requirenents;

7 aut hori zi ng the establishnment of the Bl ue

8 Ri bbon Honmes Program for certain purposes;

9 providing priority for eval uations and

10 mtigation funds for certain applicants;

11 aut hori zi ng the departnent to devel op and adopt
12 certain actuarial nethodol ogies for certain

13 pur poses; authorizing the departnent to enter
14 into contracts for such devel opnent; providing
15 criteria; amending s. 627.0651, F.S.

16 speci fying use of certain underwiting rules
17 for nmotor vehicle insurance; anending s.

18 627.351, F.S.; proscribing coverage by the

19 Fl ori da Wndstorm Underwriting Associ ation for
20 certain persons and properties; revising

21 criteria and requirenents for the association's
22 pl an of operation to provide w ndstorm

23 coverage; requiring the Florida Wndstorm

24 Underwriting Association and the Residenti al
25 Property and Casualty Joint Underwiting

26 Association to allow insurers to renove

27 packages of policies fromthe association

28 providing criteria and requirenents for

29 packagi ng; providi ng procedures, requirenents,
30 and limtations on renoval of such policies;
31 providing for assignnents of policies fromthe
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1 associ ati on under certain circunstances;

2 i mposi ng assi gnnent fees; providing

3 requirenents and limtations for such

4 assi gnnments; providing exceptions; providing

5 definitions; authorizing the departnent to

6 adopt rules; authorizing the departnent to

7 require revisions or amendnents to certain

8 pl ans; anending s. 627.3513, F.S.; clarifying a
9 definition; providing construction; anending s.
10 627.3515, F.S.; revising requirenents for the
11 departnent's market assistance plan; specifying
12 additional criteria and requirenents for such
13 pl an; providing for assignnent or placenent of
14 policies under the plan; providing linitations;
15 providi ng definitions; providing powers of the
16 departnent; providing for transferring plan

17 fundi ng obligations fromthe Residenti al

18 Property and Casualty Joint Underwiting

19 Association to the FAIR Pl an; anending s.
20 627.3516, F.S.; revising the principal entities
21 responsi ble for creating a residual property
22 i nsurance nar ket coordinating council; revising
23 council menbership; creating s. 627.3518, F.S.
24 establishing the Florida Access to Insurance
25 Requirenments (FAIR) Pl an; providing purposes;
26 providing definitions; creating the Florida
27 FAIR Pl an Associ ation; providing for operation
28 and nenbership; requiring insurers to
29 participate in the association; providing
30 requi renments; providing for assessnents;
31 providing for additional assessnents under
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1 certain circunstances; authorizing | oca

2 governnments to issue bonds under certain

3 ci rcunst ances; providing procedures and

4 requirements; requiring property insurance rate
5 filings under certain circunstances; providing
6 requirenents; declaring the FAIR Plan to be a
7 political subdivision; exenpting the plan from
8 the corporate inconme tax; protecting financial
9 characteristics of the association; requiring
10 t he association to contract with the Florida
11 Hurri cane Catastrophe Fund for certain

12 pur poses; requiring the association to devel op
13 and adopt a plan of operation; providing for
14 departnment approval of the plan; providing for
15 anendi ng the plan; specifying requirenents for
16 the plan; requiring certificates of eligibility
17 for coverage; providing procedures, criteria,
18 and standards; providing for |evy of narket

19 equal i zation surcharges by the plan; anendi ng
20 S. 627.4091, F.S.; prohibiting insurers from
21 cancel ing or nonrenewi ng residential policies
22 wi t hout notice; providing requirenents for such
23 notice; anmending s. 627.4133, F.S.; providing
24 additional requirenents relating to notices of
25 cancel l ation or nonrenewal ; requiring insurers
26 to offer coverage for certain replacenent
27 property under certain circunstances; creating
28 S. 627.4138, F.S.; providing restrictions on
29 cancel l ati on or nonrenewal of residential
30 coverage; providing |egislative findings;
31 requiring insurers to reduce rates after
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deactivation of the Residential Property and
Casualty Joint Underwriting Association
provi di ng an exception; providing procedures;
requiring insurers' rate filings to reflect
certain savings; authorizing the Departnent of
| nsurance to adopt rules; providing
appropriations; repealing s. 627.062(6), F.S.
relating to arbitration of certain rate
filings; repealing s. 627.0628, F.S., relating
to contract provisions for illegal occupation
provi di ng severability; amending ss. 624.4071
626. 918, 626.932, 626.9325, and 626.9541, F.S.
correcting cross references; providing an

ef fective date.

VWHEREAS, it is in the best interests of both the
property owners of this state and the insurance industry to
maxi ni ze avail abl e resources for catastrophic | osses, to allow
private narkets to operate to the extent of their capacity,
and to provide for tax free growmh of reserves for
cat astrophic events, and

WHEREAS, the reallocation of resources fromfrequent
| osses of linmted severity to coverage of |ess frequent nore
severe catastrophic events can nost effectively be
acconpl i shed by elimnating the Residential Property and
Casual ty Joint Underwriting Association, by reducing the
geogr aphi ¢ scope of the Florida Wndstorm Underwiting
Associ ation, and by expansion of the financing capabilities of
the Florida Hurricane Catastrophe Fund, NOWN THEREFORE,

Be It Enacted by the Legislature of the State of Florida:
5
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1 Section 1. This act may be cited as the "Honmeowners

2| Protection Act."

3 Section 2. Paragraph (c) of subsection (2), paragraphs
41 (d), (e), and (f) of subsection (4), paragraph (a) of

5| subsection (6), and subsection (7) of section 215.555, Florida
6| Statutes, are anended to read

7 215.555 Florida Hurricane Catastrophe Fund. --

8 (2) DEFINITIONS.--As used in this section

9 (c) "Covered policy" neans any insurance policy

10 | covering residential property in this state, including, but

11| not limted to, any honmeowner's, nobile hone owner's, farm

12 | owner's, condom ni um associ ati on, condomni ni um unit owner's,

13| tenant's, or apartnent building policy, or any other policy

14 | covering a residential structure or its contents issued by any
15 | aut hori zed insurer, including any joint underwiting

16 | association created pursuant to s. 627.351 or s. 627.3518 or
17 | simlar entity created pursuant to | aw or issued by an

18 | eligible surplus lines insurer pursuant to s. 626.916(2)(a).
19 | "Covered policy" does not include any policy that excludes
20 | wind coverage or hurricane coverage or any reinsurance
21 | agreenent.
22 (4) REI MBURSEMENT CONTRACTS. - -
23 (d)1. The contract shall require the insurer to report
24| to the board, as directed by the board, but no l|ater than
25 | Decenber 31 of each year, and quarterly thereafter, its | osses
26 | from covered events for the year. The contract shall require
27 | the board to deternine and pay, as soon as practicable after
28 | receiving these reports, the initial amount of reinbursenent
29 | due and adjustnents to this anmount based on later |oss
30| information. The adjustnents to rei nbursenent anounts shal
31
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1| require the board to pay, or the insurer to return, anounts

2| reflecting the nost recent cal cul ation of | osses.

3 2. If the board deternines that the projected year-end
4 | bal ance of the fund, together with the anount that the board
5| deternmines that it is possible to raise through revenue bonds
6 | i ssued under subsection (6) and through other borrow ng and

7 | financing arrangenents under paragraph (7)(b), are

8| insufficient to pay reinbursenent to all insurers at the |evel
9| promised in the contract, the board shall:

10 a. First reinburse insurers witing covered poli cies,
11 | which insurers are in full conpliance with this section and
12 | have petitioned the Departnent of Insurance and qualified as
13| linted apportionnment conpani es under s. 627.351(2)(b)4 s+

14 | 62+352{b)y3. The anount of such rei nbursenent shall be the
15| l esser of $10 nmillion or an amobunt equal to 10 tines the

16 | insurer's reinbursenent preniumfor the current year. The

17 | amount of rei nbursenent paid under this sub-subparagraph may
18 | not exceed the full anpbunt of reinbursenent promised in the
19 | rei nbursenent contract. This sub-subparagraph does not apply
20| with respect to any contract year in which the year-end

21 | projected cash balance of the fund, exclusive of any bondi ng
22 | capacity of the fund, exceeds $2 billion. Only one nmenber of
23 | any insurer group nay receive reinbursenent under this

24 | sub- subpar agr aph

25 b. Next pay to each insurer the anmnount of

26 | reinbursenent it is owed, up to an amount equal to the

27 | insurer's share of the actual premumpaid for that contract
28 | year, multiplied by the actual clains-paying capacity

29 | avail able for that contract year. This deternination shall be
30| adjusted to reflect paynents nade under sub-subparagraph a.
31
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c. Thereafter, establish, based on reinbursable
| osses, the prorated reinbursenent |evel at the highest |evel
for which any remmi ning fund bal ance or bond proceeds are
sufficient.

(e)1. Except as provided in subparagraphs 2. and 3.
the contract shall provide that if an insurer denonstrates to
the board that it is likely to qualify for reinbursenment under
the contract, and denonstrates to the board that the i nmedi ate
recei pt of noneys fromthe board is likely to prevent the
i nsurer from beconing insolvent, the board shall advance the
insurer, at narket interest rates, the anobunts necessary to
mai ntain the solvency of the insurer, up to 50 percent of the
board's estimate of the reinmbursenent due the insurer. The
i nsurer's rei nbursenent shall be reduced by an anpbunt equal to
t he amount of the |oan and interest thereon.

2. Wth respect only to an entity created under s.
627.351, the contract shall al so provide that the board may,
upon application by such entity, advance to such entity, at
mar ket interest rates, up to 90 percent of the |esser of:

a. The board's estinmate of the anobunt of rei nbursenment
due to such entity; or

b. The entity's share of the actual reinbursenent
premiumpaid for that contract year, nmultiplied by the
currently available |liquid assets of the fund. |In order for
the entity to qualify for an advance under this subparagraph
the entity nust denonstrate to the board that the advance is
essential to allowthe entity to pay clains for a covered
event and the board nust determine that the fund's assets are
sufficient and are sufficiently liquid to allow the board to
nmake an advance to the entity and still fulfill the board's
rei mbursenent obligations to other insurers. The entity's

8
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1| final reinbursenent for any contract year in which an advance
2 | has been nmade under this subparagraph nust be reduced by an

3 | amobunt equal to the anpbunt of the advance and any interest on
4 | such advance. In order to determ ne what anpunts, if any, are
5] due the entity, the board nmay require the entity to report its
6 | exposure and its losses at any tine to deternine retention

7 | level s and rei mbursenents payabl e.

8 3. The contract shall also provide specifically and

9] solely with respect to any |imted apportionnent conpany under
10| s. 627.351(2)(b) 4. s—62+352{b)y3—that the board may, upon
11 | application by such conpany, advance to such conpany up to the
12 | I esser of:

13 a. N nety percent of the board's estimte of the

14 | rei nbursenent due to such conpany, or

15 b. N nety percent of the conpany's share of the total
16 | fund premiuns applied to the board's currently avail abl e

17 | liquid assets,

18

19| at market rates, if the conpany denonstrates to the board that
20| the i mmedi ate recei pt of such npbneys is essential to pernmit it
21| to pay clainms for a covered event and if the board deternines
22 | that the fund's assets are sufficient and are sufficiently
23| liquid to pernmit the board to make an advance to such conpany
24| and at the sanme tine fulfill its reinbursenent obligations to
25| the insurers that are participants in the fund. Such
26 | conpany's final reinbursenent for any contract year in which
27 | an advance pursuant to this subparagraph has been nade shal
28 | be reduced by an anount equal to the ampbunt of the advance and
29 | interest thereon. |n order to determ ne what anounts, if any,
30| are due to such conpany, the board nay require such conpany to
31| report its exposure and its |osses at such tines as nmay be

9
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1| required to determine retention |evels and | oss rei nbursenents
2 | payabl e.

3 (f) The contract shall provide that in the event of

4| the insolvency of an insurer, the fund shall pay directly to
5] the Florida I nsurance Guaranty Association for the benefit of
6 | Florida policyholders of the insurer the net anpbunt of al

7 | rei nbursenent noneys owed to the insurer. As used in this

8 | paragraph, the term"net anount of all reinbursenent noneys"
9 | means that anount which remains after reinbursenent for

10| prelimnary or duplicate paynents owed to private reinsurers
11| or other inuring reinsurance paynents to private reinsurers
12 | that satisfy statutory or contractual obligations of the

13 | insolvent insurer attributable to covered events to such

14 | reinsurers. Such private reinsurers shall be reinbursed or
15| otherwi se paid prior to paynent to the Florida |nsurance

16 | Guaranty Association, notwithstanding any law to the contrary.
17 | The guaranty association shall pay all clains up to the

18 | maxi num anount permtted by chapter 631; thereafter, any

19 | renmi ni ng noneys shall be paid pro rata to clains not fully
20 | satisfied. This paragraph does not apply to a joint
21 | underwiting association, risk apportionment plan, or other
22 | entity created under s. 627.351 or s. 627.3518.
23 (6) REVENUE BONDS. - -
24 (a) General provisions.--
25 1. Upon the occurrence of a hurricane and a
26 | determination that the noneys in the fund are or will be
27 | insufficient to pay reinbursenent at the levels promised in
28 | the rei nbursenent contracts, the board nay take the necessary
29 | steps under paragraph (b) or paragraph (c) for the issuance of
30 | revenue bonds for the benefit of the fund. The proceeds of
31 | such revenue bonds may be used to nake rei mbursenent paynents
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under reinbursenent contracts; to refinance or repl ace
previously existing borrowings or financial arrangenments; to
pay interest on bonds; to fund reserves for the bonds; to pay
expenses incident to the issuance or sale of any bond issued
under this section, including costs of validating, printing,
and delivering the bonds, costs of printing the official
statenent, costs of publishing notices of sale of the bonds,
and rel ated adm ni strative expenses; or for such other
purposes related to the financial obligations of the fund as
the board nmay determi ne. The term of the bonds nmay not exceed
30 years. The board nay pledge or authorize the corporation to
pl edge all or a portion of all revenues under subsection (5)
and under subparagraph 3. to secure such revenue bonds and the
board nay execute such agreenents between the board and the
i ssuer of any revenue bonds and providers of other financing
arrangenents under paragraph (7)(b) as the board deens
necessary to evidence, secure, preserve, and protect such
pl edge. If reinbursenent prem uns received under subsection
(5) or earnings on such prem uns are used to pay debt service
on revenue bonds, such prem uns and earnings shall be used
only after the use of the nobneys derived from assessnents
under subparagraph 3. The funds, credit, property, or taxing
power of the state or political subdivisions of the state
shal |l not be pledged for the paynent of such bonds. The board
may al so enter into agreenents under paragraph (b) or
paragraph (c) for the purpose of issuing revenue bonds in the
absence of a hurricane upon a determ nation that such action
woul d maxim ze the ability of the fund to neet future
obl i gati ons.

2. The Legislature finds and declares that the
i ssuance of bonds under this subsection is for the public

11
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pur pose of paying the proceeds of the bonds to insurers,

t hereby enabling insurers to pay the clains of policyholders
to assure that policyholders are able to pay the cost of
construction, reconstruction, repair, restoration, and other
costs associated with danage to property of policyhol ders of
covered policies after the occurrence of a hurricane. Revenue
bonds nay not be issued under this subsection until validated
under chapter 75. The validation of at |east the first
obligations incurred pursuant to this subsection shall be
appeal ed to the Suprene Court, to be handled on an expedited
basi s.

3.a. If the board determines that the amount of
revenue produced under subsection (5) is insufficient to fund
the obligations, costs, and expenses of the fund, including
repaynment of revenue bonds, the board shall direct the
Departnent of Insurance to |evy an energency assessnment on
each insurer witing property and casualty business in this
state. For the purposes of this subsection, "insurer" neans

any authorized insurer witing property casualty business in

this state, any joint underwiting association created under
s. 627.351, the FAIR Plan created pursuant to s. 627.3518 or a
simlar entity created pursuant to law, and any eligible

surplus lines insurer which has issued covered policies

pursuant to s. 626.916(2), provided, as to such surplus |ines

i nsurer, the energency assessnent shall be levied only on the

direct witten preniumattributable to the covered policies

i ssued pursuant to s. 626.916(2).Pursuant to the energency

assessnent, each such insurer shall pay to the fund by July 1

of each year an anmpunt set by the board not exceeding 2

percent of its gross direct witten premiumfor the prior year

fromall property and casualty business in this state except
12
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for workers' conpensation, except that, if the Governor has
decl ared a state of energency under s. 252.36 due to the
occurrence of a covered event, the anount of the assessnent
may be increased to an anobunt not exceeding 4 percent of such
premium As used in this subsection, the term"property and
casual ty business" includes all lines of business identified
on Form 2, Exhibit of Prem uns and Losses, in the annua
statenent required by s. 624.424 and any rul es adopted under
such section, except for those lines identified as acci dent
and health insurance. The annual assessnents under this
subpar agraph shall continue as |long as the revenue bonds
i ssued with respect to which the assessnent was i nposed are
out st andi ng, unl ess adequate provi sion has been made for the
payrment of such bonds pursuant to the docunents authori zing
i ssuance of the bonds. An insurer shall not at any tine be
subj ect to aggregate annual assessnents under this
subpar agraph of nore than 2 percent of prem um except that in
the case of a declared energency, an insurer shall not at any
time be subject to aggregate annual assessnents under this
subpar agraph of nore than 4 percent of premium Any rate
filing or portion of a rate filing reflecting a rate change
attributable entirely to the assessnent |evied under this
subpar agraph shall be deened approved when nade, subject to
the authority of the Departnment of lnsurance to require
actuarial justification as to the adequacy of any rate at any
time. If the rate filing reflects only a rate change
attributable to the assessnent under this paragraph, the
filing may consist of a certification so stating.

b. Notwi thstanding any other provision to the contrary

and subject to this subparagraph, at such tinme as the

Resi dential and Casualty Joint Underwiting Association
13
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1| established under s. 627.351(6), certifies to the departnent
2| that the association no | onger has any residential policies in
3| force and arrangenents have been made to satisfy the

4 | association's outstanding liabilities, including liabilities
5] arising under letters of credit, bonding, or other financing
6 | mechani sns, and the departnent has verified the matters set

7| forth in the certification, the departnent shall enter an

8 | order deactivating the association and terninating its plan of
9 | operation. Upon deactivation of the association, the prem um
10 | assessnent of up to 4 percent under sub-subparagraph a. and
11 | the aggregate assessnent of up to 4 percent under

12 | sub-subparagraph a. shall be augnented by additiona

13 | assessnent authority, applicable against each insurer witing
14 | property and casualty business in this state. Pursuant to the
15 | augnent ed assessnent, and upon decl aration by the Governor of
16 | a state of energency under s. 252.36 due to the occurrence of
17 | a covered event, each insurer shall pay an additional anount
18 | set by the board not exceeding 6 percent of such insurer's

19| gross direct witten premumfor the prior year from al
20 | property and casualty business in this state except for
21 | workers conpensation, accident and health, and notor vehicle
22 | insurance. |If the Internal Revenue Service issues a ruling
23| that the fund can issue tax exenpt financing prior to the
24 | effective date of the augnentation, the departnent shall not
25| proceed with the augnentation order. The augnentation of the
26 | fund's assessnment authority under this sub-subparagraph shal
27 | not take effect until such tine as the board certifies to the
28 | departnent that the board has obtained confirnmation fromthe
29 | Internal Revenue Service that the augnentati on woul d not
30| result in the loss of the fund' s exenption from federal incone
31| tax on accumul ated funds.
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(7) ADDI TI ONAL PONERS AND DUTI ES. - -

(a) The board nmamy procure reinsurance fromreinsurers
approved under s. 624.610 for the purpose of nmaxim zing the
capacity of the fund.

(b) In addition to borrow ng under subsection (6), the
board nay al so borrow from or enter into other financing
arrangenents with, any nmarket sources at prevailing interest
rates.

(c) 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,

or other actions to reduce the risk of proeteet—tocal
Afrastrueture—f+rompotentat danage froma hurri cane. 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 able
for appropriation under this paragraph if the State Board of
Adm nistration finds that an appropriation of investnent
incone fromthe fund woul d jeopardize the actuarial soundness
of the fund.

15
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(d) O the nobneys appropriated under paragraph (c) in

any fiscal year:

1. Eighty-five percent shall be appropriated to the

Departnent of Comunity Affairs for prograns to i nprove the

wi nd resistance of residences, including | oan subsidies,

grants, and denonstration projects; for cooperative prograns

with | ocal governnents, the federal governnent, and the

Institute for Business and Hone Safety; and for other efforts

to prevent or reduce | osses or reduce the cost of rebuilding

after a disaster.

2. Ten percent shall be appropriated to the State

University Systemto fund prograns and projects which have the

primary goal of reducing hurricane | osses to residences.

3. Five percent shall be appropriated to the

Departnent of |nsurance to fund consuner education prograns

with the primary focus of reducing property insurance costs to

consuners.

(e) td)y The board may allow insurers to conmply with
reporting requirenents and reporting format requirenments by
using alternative nethods of reporting if the proper
adm nistration of the fund is not thereby inpaired and if the
alternative nethods produce data which is consistent with the
pur poses of this section.

(f)te)y In order to assure the equitable operation of
the fund, the board may inpose a reasonable fee on an insurer
to recover costs involved in reprocessing inaccurate,

i nconplete, or untinely exposure data subnmitted by the
i nsurer.

Section 3. Subsections (2), (3), and (4) of section
626. 916, Florida Statutes, are renunbered as subsections (3),

16

CODING:Words st+ieken are deletions; words underlined are additions.




Fl ori da House of Representatives - 1998 HB 3827
94- 240- 98

1| (4), and (5), respectively, and new subsection (2) is added to
2| said section, to read:

3 626.916 Eligibility for export.--

4 (2)(a) Notwi thstanding any other provision of this

5| section, prior to assignnent of policies pursuant to s.

6] 627.351(2)(g) and (6)(q), eligible surplus lines insurers

7 | which have a Best's rating of B++ or better and a capital and
8 | surplus of at |east $25,000,000 shall be eligible to renove

9| policies fromthe Residential Property and Casualty Joint

10 | Underwiting Association and the Florida Wndstorm

11 | Underwiting Association and to insure such policies. The

12 | policies may be renoved without undertaking due diligence

13 | pursuant to paragraph (1)(a) and shall be witten at rates and
14 ) on forns no |l ess favorable to the policyhol der than those

15| provided by the association fromwhich the policies are

16 | renoved. The renpval shall be subject to approval by the

17 | departnent based upon the criteria set forth in s.

18 | 627.3511(2)(a) and (c). Al surplus lines insurers taking

19 | association policies pursuant to this paragraph shal
20 | purchase, and naintain for as long as the risks renmain covered
21| by the insurer, reinsurance by entering into a rei nbursenent
22| contract with the State Board of Adm ni stration, which
23 | reinsurance shall be applicable only to the renoved policies.
24 (b) Pursuant to s. 627.351(2)(b)1., no risk for which
25 | property coverage has been exported is eligible for wi ndstorm
26 | coverage through the Florida Wndstorm Underwiting
27 | Associ ati on.
28 Section 4. Subsections (1), (3), (8), (9), (10), and
29| (11) of section 627.0629, Florida Statutes, are anended, and
30 | subsections (12) and (13) are added to said section, to read:
31
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1 627.0629 Residential property insurance; rate

2| filings.--

3 (1) Effective July 1, 1994, a rate filing for

4 | residential property insurance nust include appropriate

5| discounts, credits, or other rate differentials, or

6 | appropriate reductions in deductibles, for properties on which
7| fixtures actdvariatty denonstrated to reduce the anount of | oss
8| in a windstormhave been installed. The departnent, by rule,

9| shall adopt appropriate credits to be used by each insurer in
10 | residential property insurance rate filings unless the insurer
11 | establishes by credible data nmintai ned by the insurer that

12 | different credits or rate differentials are supported for such
13 | i nsurer's book of business.

14 (3) Arate filing nmade on or after July 1, 1995, for
15 | nobil e honme owner's insurance nust include appropriate

16 | discounts, credits, or other rate differentials for a nobile
17 | hone hemes constructed to conply with Anerican Society of

18 | Givil Engineers Standard ANSI/ASCE 7-88, adopted by the United
19 | States Departnent of Housing and Urban Devel opnent on July 13,
20| 1994, provided the policyholder has, with respect to the
21 | nobil e home which is the subject of the discount, conplied and
22 | that—atso—compty with all applicable tie-down requirenents
23 | provided by state |aw. The di scount authorized under this
24 | subsection shall be in addition to any other discounts,
25| credits, or rate differentials authorized under this code,
26 | i ncl udi ng those aut hori zed under subsection (8).
27 (8) An insurer shall smay inplenent appropriate
28 | discounts or other rate differentials of up to 10 percent of
29 | the annual preniumto nobile hone owners who provide to the
30| insurer evidence of a current inspection of tie-downs for the
31| nobil e honme, certifying that the tie-downs have been properly
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1| installed and are in good condition. Any di scount or other

2| rate differential inplenented under this subsection shall be
3]lin addition to any discount, credit, or rate differential

4 | aut hori zed under any other provision of this code including
5| those authorized under subsection (3). The insurer shall not
6| raise its base rate in order to offset the anpunt of the

7 | di scount.

8 (9) The departnent, by rule, shall adopt the credits
9] to be used by an insurer with respect to the rate charged for
10| a policy of residential property insurance excludi ng wi nd

11 | coverage. Such credit shall be used by the insurer unless the
12 | insurer denpbnstrates that sone other credit is actuarially
13| justified. In adopting the rule, the departnment shall consider
14 | statistical data, if any, furnished by one or nore rating

15| organi zati ons or other relevant insurer data.

16 (10) 9y EVALUATI ON OF RESI DENTI AL PROPERTY STRUCTURAL
17 | SOUNDNESS; ESTABLI SHVENT OF THE BLUE RI BBON HOVES PROGRAM - -
18 (a) It is the intent of the Legislature to provide a
19 | program wher eby honeowners nay obtain an eval uation of the
20| wind resistance of their honmes with respect to preventing

21 | damage from hurricanes, together with a recommendati on of

22 | reasonabl e steps that nay be taken to upgrade their hones to
23| better withstand hurricane force winds. Further, it is the
24 | intent of the Legislature that the program provide for |oan
25 | subsi dies and grants designed to i nprove the w nd resistance
26 | of owner-occupi ed residential properties.

27 (b) To the extent that funds are provided for this
28 | purpose in the General Appropriations Act, the Legislature
29 | hereby authorizes the establishnent of the Blue R bbon Honmes &
30| Programto be adninistered by the Florida Wndstorm

31| Underwiting Association in consultation with the Departnent
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of Community Affairs and the Institute for Busi ness and Hone

Safety.

(c) The programshall provide grants to honeowners,
for the purpose of providing honeowner applicants with funds
to conduct an evaluation of the integrity of their hones with
respect to withstanding hurricane force w nds, recomrendati ons
toretrofit the hones to better withstand damage from such
wi nds, and the estinmted cost to make the recommended
retrofits. Applicants who are insured by the Florida Wndstorm

Underwriting Association shall be given priority for both

eval uations and nitigation funds.
(d) The Departnent of Community Affairs shal
establish by rule standards to govern the quality of the

eval uation, the quality of the recommendations for
retrofitting, the eligibility of the persons conducting the
eval uation, and the selection of applicants under the program
In establishing the rule, the departnent shall consult with
the advisory committee to mninize the possibility of fraud or
abuse in the evaluation and retrofitting process, and to
ensure that funds spent by honeowners acting on the
reconmendat i ons achi eve positive results.

(e) The Florida Wndstorm Underwiting Association
shall identify areas of this state with the greatest wind risk
to residential properties and recommend annually to the
departnment priority target areas for such eval uations and
inclusion with the associated residential construction
mtigation program

(11) 36y A property insurance rate filing that
i ncludes any adjustnents related to premuns paid to the
Florida Hurricane Catastrophe Fund nust include a conplete
calculation of the insurer's catastrophe |oad, and the
20
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information in the filing may not be limted solely to
recovery of noneys paid to the fund.
(12) The Departnent of |nsurance shall contract with

one or nore institutions of higher learning which are a part

of the State University Systemfor the devel opnent of a node

or inproved actuarial nethodol ogies to be used by insurers as

the standard in assessing hurricane risk and to project

hurricane | osses to be used in the devel opnent of rates for

residential property insurance located in this state. In

devel opi ng the nodel or nethodol ogi es, the Departnent of

| nsurance may, w thout a bidding process, negotiate and enter

into a contract or contracts with one or nore institutions of

hi gher learning located in this state and, as necessary or

appropriate, with individual professionals or consultants

working in relation with such institutions, if any. The node

or nethodol ogi es shall include itens or factors that should be

considered in light of local or regional conditions that may

affect the accuracy and reliability of the nodel when used in

specific rate filings. Any nodel or nethodol ogi es so devel oped

may be used by insurers in rate filings, and shall be used by

the Florida Hurricane Catastrophe Fund established under s.

215.555 in deternining its reinbursenent prem uns, but shal

be subject to further review by the departnent on a case hy

case basis. The nodel or nethodol ogi es shall be nonproprietary

and available for use in this state by insurers in devel opi ng

rates with respect to assessing hurricane risk and hurricane

| osses.
(13) Wen considering the rei nbursenent capacity of

the Florida Hurricane Catastrophe Fund, a rate filing for

residential property insurance shall include the effect of

21
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1| prenmiuns to be received by the fund during the policy period
2| for which the rates are to be in effect.

3 Section 5. Subsection (13) of section 627.0651

4| Florida Statutes, is anended to read:

5 627. 0651 Making and use of rates for notor vehicle

6 | i nsurance. - -

7 (13)(a) Underwriting rules not contained in rating

8 | manual s shall be filed for private passenger autonobile

9 | insurance and residential coverage as described in s.

10| 627.4025(1), including honeowners' insurance.

11 (b) An insurer shall use only underwiting rul es which
12 | have been filed with the departnent pursuant to this

13 | subsection or which are contained in an approved rating nanua
14| of a licensed rating organi zation of which the insurer is a
15 | subscri ber or nenber.

16 (c) tb)y The submi ssion of rates, rating schedul es, and
17 | rating manuals to the departnent by a licensed rating

18 | organi zation of which an insurer is a nenber or subscriber
19| will be sufficient conpliance with this subsection for any
20 | i nsurer nmintaini ng nenbership or subscribership in such

21 | organi zation, to the extent that the insurer uses the rates,
22 | rating schedul es, and rating manual s of such organization

23| Al such infornmation shall be available for public inspection
24 | upon recei pt by the departnent, during usual business hours.
25 (d)fe)y The filing requirements of this subsection do
26 | not apply to commercial inland marine risks.

27 Section 6. Subsection (2) and paragraph (d) of

28 | subsection (6) of section 627.351, Florida Statutes, are

29 | anended, and paragraphs (o), (p), and (q) are added to

30 | subsection (6) of said section, to read:

31 627.351 |Insurance risk apportionnent plans.--
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1 (2) W NDSTORM | NSURANCE RI SK APPORTI ONMVENT. - -

2 (a) Agreenents nmay be nmade anpbng property insurers

3| with respect to the equitable apportionnment anong t hem of

4 | insurance which may be afforded applicants who are in good

5| faith entitled to, but are unable to procure, such insurance
6 | through ordinary nethods; and such insurers nay agree anpbng

7 | thensel ves on the use of reasonable rate nodifications for

8 | such insurance. Such agreenents and rate nodifications shal

9| be subject to the applicable provisions of this chapter

10 (b) The departnent shall require all insurers hol ding
11 ) a certificate of authority to transact property insurance on a
12 | direct basis in this state, other than joint underwiting

13 | associations and other entities forned pursuant to this

14 | section, to provide wi ndstorm coverage to applicants from

15| areas deternined to be eligible pursuant to paragraph (c) who
16 | in good faith are entitled to, but are unable to procure, such
17 | coverage through ordinary nmeans; or it shall adopt a

18 | reasonabl e plan or plans for the equitabl e apportionnent or
19 | sharing anong such insurers of w ndstorm coverage, which may
20 | include formation of an association for this purpose. As used
21| in this subsection, the term"property insurance" neans
22 | insurance on real or personal property, as defined in s.
23| 624.604, including insurance for fire, industrial fire, allied
24 | lines, farnmowners' nmultiperil, honmeowners' nultiperil
25| commercial rmultiperil, and nobile honmes, and including
26 | liability coverages on all such insurance, but excluding
27 | inland marine as defined in s. 624.607(3) and excl udi ng
28 | vehicle insurance as defined in s. 624.605(1)(a) other than
29 | i nsurance on nobil e hones used as pernmanent dwel lings. The
30 | departnent shall adopt rules that provide a formula for the
31| recovery and repaynent of any deferred assessnents.
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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 adnmitted i nsurer at approved rates. No

applicant or policyholder is eligible for association coverage

if his or her property insurance is placed with a surplus

lines insurer pursuant to s. 626.916.

2. Notwithstandi ng the provisions of subparagraph 1.

after July 1, 2000, properties that are residential risks as
described in s. 627.4025 that are not | ocated i n Monroe
County, on a coastal barrier island, or seaward of the

i ntracoastal waterway shall no |onger be eligible for coverage

by the association. Further, pursuant to paragraph (e),

eligibility for coverage by the association shall not be

extended to any area that was not eligible on March 1, 1997.

3.2-a.(l) Al insurers required to be nenbers of such
associ ation shall participate in its witings, expenses, and
| osses. Surplus of the association shall be retained for the
payrment of clains and shall not be distributed to the nenber
i nsurers. Such participation by nenber insurers shall be in
the proportion that the net direct prem uns of each nenber
insurer witten for property insurance in this state during
t he precedi ng cal endar year bear to the aggregate net direct
prem uns for property insurance of all nenber insurers, as
reduced by any credits for voluntary witings, in this state

24
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during the precedi ng cal endar year. For the purposes of this
subsection, the term"net direct prem uns" neans direct
witten premunms for property insurance, reduced by prem um
for liability coverage and for the following if included in
allied lines: rain and hail on growi ng crops; |ivestock
associ ation direct preniuns booked; National Flood |Insurance
Program direct premuns; and simlar deductions specifically
aut hori zed by the plan of operation and approved by the
departnment. A nenber's participation shall begin on the first
day of the cal endar year following the year in which it is
issued a certificate of authority to transact property
insurance in the state and shall ternminate 1 year after 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 conm ssioner, after review of annual statenents,
other reports, and any other statistics that the conmi ssioner
deens necessary, shall certify to the association the
aggregate direct prenmiuns witten for property insurance in
this state by all nenber insurers.

(I'1) The plan of operation shall provide for a board
of directors consisting of the Insurance Consuner Advocate
appoi nted under s. 627.0613, 1 consumer representative
appoi nted by the | nsurance Conmi ssioner, 1 consuner
representative appointed by the Governor, and 12 additi ona
nmenbers appoi nted as specified in the plan of operation. One
of the 12 additional nenbers shall be elected by the donestic
conpani es of this state on the basis of cumulative wei ghted
voting based on the net direct prem unms of donestic conpanies
inthis state. Nothing in the 1997 anendnents to this
paragraph terminates the existing board or the terns of any
nmenbers of the board.
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(111) The plan of operation shall provide a fornula
whereby a conpany voluntarily providing wi ndstorm coverage in
affected areas will be relieved wholly or partially from
apportionnent of a regular assessnment pursuant to
sub- sub- subparagraph d. (1) or sub-sub-subparagraph d.(I11).

(1'V) A conpany which is a nenber of a group of
conpani es under conmon nanagenent 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.(l) or
sub- sub- subparagraph d. (I1) as an incentive for taking
policies out of the Residential Property and Casualty Joint
Underwriting Association, the FAIR Plan established under s.

627.3518, or the association. |In order to qualify for the

exenpti on under this sub-sub-subparagraph, the take-out plan
nmust provide that at | east 40 percent of the policies renpved
fromthe Residential Property and Casualty Joint Underwiting
Associ ation cover risks |located in Dade, Broward, and Pal m
Beach Counties or at |east 30 percent of the policies so
renoved cover risks |ocated in Dade, Broward, and Pal m Beach
Counties and an additional 50 percent of the policies so
renoved cover risks located in other coastal counties, and
nmust al so provide that no nore than 15 percent of the policies
so renoved may exclude w ndstorm coverage. Wth the approval
of the departnent, the association nmay waive these geographic
26
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criteria for a take-out plan that renpbves at |east the | esser
of 100, 000 Residential Property and Casualty Joint
Underwriting Association policies or 15 percent of the tota
nunber of Residential Property and Casualty Joint Underwiting
Associ ation policies, provided the governing board of the
Resi dential Property and Casualty Joint Underwiting
Association certifies that the take-out plan will naterially
reduce the Residential Property and Casualty Joint
Underwriting Association's 100-year probabl e maxi mum |l oss from
hurricanes. Wth the approval of the departnent, 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 Residential Property and Casualty Joint
Underwriting Association, or for 2 additional years if the
i nsurer guarantees 2 additional years of renewability for al
policies renoved fromthe Residential Property and Casualty
Joint Underwriting Association

(VIl) The plan of the association shall provide for a

net hod whereby insurers who voluntarily assune policies from

t he association nmay receive a reduction in the nunber of

assi gnnments such insurers woul d otherw se receive pursuant to

paragraph (g). Nothing in this sub-sub-subparagraph shal

preclude the incorporation into the plan of other incentives

to encourage voluntary witings of residential property

i nsurance whi ch have high windstormor hurricane risk

b. Assessnents to pay deficits in the association
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
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CODING:Words st+ieken are deletions; words underlined are additions.




© 00 N o O W DN PP

W WNNNNMNNMNNNMNNNNRRRERRPRPEPR R PR R
P O © 0 N O U0~ WNIERPLO O ®~NOO®UuDWNPER O

Fl ori da House of Representatives - 1998 HB 3827
94- 240- 98

voluntary market, and that such actions would worsen the
availability problens that the association was created to
renedy. It is the intent of the Legislature that insurers
remain fully responsible for paying regular assessnents and
col l ecting energency assessnents for any deficits of the
associ ation; however, it is also the intent of the Legislature
to provide a neans by which assessnent liabilities nay be
anortized over a period of years.

d. (1) Wien the deficit incurred in a particular
cal endar year is 10 percent or |ess of the aggregate statew de
direct witten prenmiumfor 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.

(I'1) Wen 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 for all nenber insurers, the association shal
| evy an assessnent on nenber insurers in an anpunt equal to
the greater of 10 percent of the deficit or 10 percent of the
aggregate statewide direct witten prem umfor property
i nsurance for the prior cal endar year for nenber insurers. Any
remai ning deficit shall be recovered through energency
assessnent s under sub-sub-subparagraph (111).

(I'11) Upon a deternmination by the board of directors
that a deficit exceeds the anmount that will be recovered
t hrough regul ar assessnents on nenber insurers, pursuant to
sub- sub- subparagraph (1) or sub-sub-subparagraph (11), the
board shall |evy, after verification by the departnent,
ener gency assessnents to be coll ected by nenber insurers and
by underwriting associations created pursuant to this section
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1| which wite property insurance, upon issuance or renewal of

2 | property insurance policies other than National Fl ood

3| Insurance policies in the year or years followi ng | evy of the
4 | regul ar assessnents. The amount of the energency assessment

5] collected in a particular year shall be a uniform percentage
6| of that year's direct witten premumfor property insurance
7| for all nenber insurers and underwiting associations,

8 | excludi ng National Flood Insurance policy prem uns, as

9| annually determ ned by the board and verified by the

10 | departnent. The departnent shall verify the arithnetic

11 | calcul ations involved in the board' s determination wthin 30
12 | days after receipt of the informati on on which the

13 | determi nati on was based. Notwi thstanding any ot her provision
14 | of law, each nenber insurer and each underwiting association
15| created pursuant to this section shall collect energency

16 | assessnents fromits policyhol ders wi thout such obligation

17 | being affected by any credit, linitation, exenption, or

18 | defernent. The energency assessnents so collected shall be
19 | transferred directly to the association on a periodic basis as
20 | determ ned by the association. The aggregate anount of
21 | energency assessnents | evied under this sub-sub-subparagraph
22 | in any cal endar year nmay not exceed the greater of 10 percent
23 | of the anmbunt needed to cover the original deficit, plus
24 | interest, fees, conmissions, required reserves, and other
25| costs associated with financing of the original deficit, or 10
26 | percent of the aggregate statewi de direct witten prem um for
27 | property insurance witten by nenber insurers and underwiting
28 | associations for the prior year, plus interest, fees,
29 | conmi ssions, required reserves, and ot her costs associ ated
30| with financing the original deficit. The board may pl edge the
31 | proceeds of the energency assessnents under this
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sub- sub- subpar agraph 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 shal
continue as long as any bonds issued or other indebtedness
incurred with respect to a deficit for which the assessnent
was i nmposed remai n outstandi ng, unless adequate provision has
been made for the paynent of such bonds or other indebtedness
pursuant to the docunent governing such bonds or other
i ndebt edness. Energency assessnents coll ected under this
sub- sub- subparagraph are not part of an insurer's rates, are
not prem um 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

(1'V) Each nenber insurer's share of the total regular
assessnent s under sub-sub-subparagraph (I) or
sub- sub- subparagraph (I1) shall be in the proportion that the
insurer's net direct premiumfor property insurance in this
state, for the year preceding the assessnent bears to the
aggregate statewide net direct premumfor property insurance
of all nenber insurers, as reduced by any credits for
voluntary witings for that year

(V) If regular deficit assessnments are nmade under
sub- sub- subparagraph (1) or sub-sub-subparagraph (11), or by
the Residential Property and Casualty Joint Underwriting
Associ ation under sub-subparagraph (6)(b)3.a. or
sub- subparagraph (6)(b)3.b., the association shall |evy upon
the association's policyholders, as part of its next rate
filing, or by a separate rate filing solely for this purpose,
a market equalization surcharge in a percentage equal to the

30
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1| total anpbunt of such regul ar assessnents divided by the

2 | aggregate statewide direct witten preniumfor property

3 | insurance for nenber insurers for the prior cal endar year

4 | Market equalization surcharges under this sub-sub-subparagraph
5| are not considered premumand are not subject to conm ssions,
6| fees, or prem umtaxes; however, failure to pay a nmarket

7 | equali zation surcharge shall be treated as failure to pay

8| prem um

9 e. The governing body of any unit of |ocal governnent,
10 | any residents of which are insured under the plan, may issue
11 | bonds as defined in s. 125.013 or s. 166.101 to fund an

12 | assi stance program in conjunction with the association, for
13 | the purpose of defraying deficits of the association. In order
14 | to avoid needless and indiscrimnate proliferation

15 | duplication, and fragnentation of such assistance prograns,

16 | any unit of |ocal government, any residents of which are

17 | insured by the association, may provide for the paynment of

18 | | osses, regardl ess of whether or not the | osses occurred

19| within or outside of the territorial jurisdiction of the |Ioca
20 | governnent. Revenue bonds may not be issued until validated

21 | pursuant to chapter 75, unless a state of energency is

22 | decl ared by executive order or proclamation of the Governor

23 | pursuant to s. 252.36 neking such findings as are necessary to
24 | determine that it is in the best interests of, and necessary
25| for, the protection of the public health, safety, and genera
26 | wel fare of residents of this state and the protection and

27 | preservation of the economic stability of insurers operating
28| in this state, and declaring it an essential public purpose to
29 | permit certain nunicipalities or counties to issue bonds as

30| will provide relief to claimants and policyhol ders of the

31| association and insurers responsi ble for apportionnent of plan
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| osses. Any such unit of | ocal governnent nmay 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 this
sub- subpar agraph shall be payable fromand secured by noneys
received by the association fromassessnents under this
subpar agr aph, and assigned and pl edged to or on behalf of the
unit of local governnent for the benefit of the hol ders of
such bonds. The funds, credit, property, and taxi ng power of
the state or of the unit of l|ocal governnent shall not be
pl edged for the paynent of such bonds. If any of the bonds
remai n unsold 60 days after issuance, the departnent shal
require all insurers subject to assessnent to purchase the
bonds, which shall be treated as admtted assets; each insurer
shall be required to purchase that percentage of the unsold
portion of the bond issue that equals the insurer's relative
share of assessment liability under this subsection. An
i nsurer 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 solvency of the insurer. The authority
granted by this sub-subparagraph is additional to any bondi ng
authority granted by subparagraph 6.

4.3— The plan shall also provide that any menber with
a surplus as to policyholders of $20 million or less witing
25 percent or nore of its total countryw de property insurance
premiuns in this state may petition the departnment, within the
first 90 days of each cal endar year, to qualify as a linted
apportionnent conpany. The apportionnment of such a nenber
conpany in any cal endar year for which it is qualified shal
not exceed its gross participation, which shall not be
affected by the formula for voluntary witings. In no event
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shall a limted apportionnment conpany be required to
participate in any apportionnent of |osses pursuant to
sub- sub- subpar agraph 3. d. (1) 2-e—+Hor sub-sub-subparagr aph
3.d.(1l)2-e~+)in the aggregate which exceeds $50 mllion
after paynent of available plan funds in any cal endar year
However, a linmted apportionnment conpany shall collect from
its policyhol ders any energency assessnent inposed under
sub- sub- subparagraph 3.d. (I11)2~~H+). The pl an shal
provide that, if the departnent determ nes that any regul ar
assessnment will result in an inpairnment of the surplus of a
limted apportionnent conpany, the departnent nmay direct that
all or part of such assessnent be deferred. However, there
shall be no limtation or defernment of an energency assessnent
to be collected from policyhol ders under sub-sub-subparagraph
3.d. (111) 2+

5.4 The plan shall provide for the defernment, in
whole or in part, of a regular assessment of a nenber insurer
under sub-sub-subparagraph 3.d. (1) 2-e—{H)ror
sub- sub- subparagraph 3.d. (I1) 2+, but not for an
ener gency assessnent collected from policyhol ders under
sub- sub- subparagraph 3.d. (I11)2~e—~H+), if, in the opinion
of the conmi ssioner, paynent of such regul ar assessnent woul d
endanger or inpair the solvency of the nenber insurer. In the
event a regul ar assessnent agai nst a nenber insurer is
deferred in whole or in part, the anount 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 3.d. (I) 2~
or sub-sub-subparagraph 3.d. (1) 2-—e—~+H.

6.5-a. The plan of operation may include deducti bl es
and rules for classification of risks and rate nodifications
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consistent with the objective of providing and maintaining
funds sufficient to pay catastrophe | osses.

b I o . o . F
HHngunder—s—6274062(6)-It is the intent of the

Legislature that the rates for coverage provided by the
associ ation be actuarially sound and not conpetitive with
approved rates charged in the admtted voluntary nmarket such
that the association functions as a residual market nechanism
to provide insurance only when the insurance cannot be
procured in the voluntary market. The plan of operation shal
provide a nechanismto assure that, beginning no later than
January 1, 1999, the rates charged by the association for each
line of business are reflective of approved rates in the
voluntary market for hurricane coverage for each |line of
business in the various areas eligible for association
cover age.

c. The association shall provide for w ndstorm

coverage on residential properties inlimts up to $10 mllion
for commercial lines residential risks and up to $1 million
for personal lines residential risks. If coverage with the

association is sought for a residential risk valued in excess
of these limts, coverage shall be available to the risk up to
the repl acenent cost or actual cash value of the property, at
the option of the insured, if coverage for the risk cannot be
| ocated in the authorized market. The associ ati on nust accept

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
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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
unifornmy applied for all applicants in determ ning whether an
i ndividual 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 consi dered:

(1) \Whether the likelihood of a loss for the
i ndividual risk is substantially higher than for other risks
of the sane class; and

(I'l1) Whether the uncertainty associated with the
i ndividual risk is such that an appropriate prem um cannot be
det er ni 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 from an 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
termination of eligibility, the association shall provide
witten notice to the policyhol der and agent of record stating
that the association policy nust be cancel ed as of 60 days
after the date of the notice because of the offer of coverage
froman authorized insurer. O her provisions of the insurance
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code relating to cancellation and notice of cancellation do
not apply to actions under this sub-subparagraph

f. Association policies and applications nust include
a notice that the association policy could, under this
section, be replaced with a policy issued by an authorized
i nsurer that does not provide coverage identical to the
coverage provided by the association. The notice shall also
speci fy that acceptance of association coverage creates a
concl usive presunption that the applicant or policyholder is
aware of this potential

7.6-a. The plan of operation may authorize the
formation of a private nonprofit corporation, a private
nonprofit unincorporated association, a partnership, a trust,
alimted liability conpany, or a nonprofit nutual conpany
whi ch may be enpowered, anobng ot her things, to borrow noney by
i ssuing bonds or by incurring other indebtedness and to
accumul ate reserves or funds to be used for the paynent of
i nsured catastrophe | osses. The plan nay authorize all actions
necessary to facilitate the i ssuance of bonds, including the
pl edgi ng of assessnents or other revenues.

b. Any entity created under this subsection, or any
entity fornmed for the purposes of this subsection, may sue and
be sued, may borrow npney; issue bonds, notes, or debt
instrunents; pledge or sell assessnents, market equalization
surcharges and ot her surcharges, rights, prem uns, contractua
rights, projected recoveries fromthe Florida Hurricane
Cat astrophe Fund, other reinsurance recoverables, and other
assets as security for such bonds, notes, or debt instrunents;
enter into any contracts or agreenents necessary or proper to
acconpl i sh such borrow ngs; and take other actions necessary
to carry out the purposes of this subsection. The association
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may i ssue bonds or incur other indebtedness, or have bonds

i ssued on its behalf by a unit of I|ocal governnment pursuant to
subparagraph (g)2., in the absence of a hurricane or other
weat her-rel ated event, upon a determ nation by the association
subj ect to approval by the departnent that such action woul d
enable it to efficiently neet the financial obligations of the
associ ation and that such financings are reasonably necessary
to effectuate the requirenments of this subsection. Any such
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 association 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

t he 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
be taken whose purpose is to inpair any bond indenture or
financi ng agreenent or any revenue source conmtted by
contract to such bond or other indebtedness issued or incurred
by the association or any other entity created under this
subsecti on.
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8. 7— On such coverage, an agent's remnuneration shal
be that anount of npbney payable to the agent by the ternms of
his or her contract with the conpany with which the business
is placed. However, no commi ssion will be paid on that portion
of the premiumwhich is in excess of the standard preni um of
t hat conpany.

9. 8- Subject to approval by the departnent, the
association 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 nmarket 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 market through ordinary nethods woul d
continue to have access to coverage fromthe association. Wen
coverage is sought in connection with a real property
transfer, such requirenments 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 applicable, the | ender

10. 9~ Notw t hst andi ng any ot her provision of |aw

a. 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 commencenent of and during
the continuation of, and after, any rehabilitation
i nsol vency, |iquidation, bankruptcy, receivership,
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1| conservatorship, reorgani zation, or simlar proceedi ng agai nst
2 | the association under the laws of this state or any other

3| applicable | aws.

4 b. No such proceeding shall relieve the association of
5]its obligation, or otherwi se affect its ability to performits
6| obligation, to continue to collect, or levy and collect,

7 | assessnents, narket equalization or other surcharges,

8 | projected recoveries fromthe Florida Hurricane Catastrophe

9 | Fund, reinsurance recoverables, or any other rights, revenues,
10| or other assets of the association pledged.

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

12 | security interest in, including the priority of such pl edge,
13| lien, or security interest, any such assessnents, energency

14 | assessnents, narket equalization or renewal surcharges,

15| projected recoveries fromthe Florida Hurricane Catastrophe

16 | Fund, reinsurance recoverables, or other rights, revenues, or
17 | other assets which are collected, or |evied and coll ect ed,

18 | after the comencenent of and during the pendency of or after
19 | any such proceedi ng shall continue unaffected by such

20 | proceedi ng.

21 d. As used in this subsection, the term"financing

22 | docunents" means any agreenent, instrunment, or other docunent
23 | now existing or hereafter created evidencing any bonds or

24 | other indebtedness of the association or pursuant to which any
25 | such bonds or other indebtedness has been or nay be issued and
26 | pursuant to which any rights, revenues, or other assets of the
27 | association are pledged or sold to secure the repaynent of

28 | such bonds or indebtedness, together with the paynent of

29 | interest on such bonds or such indebtedness, or the paynent of
30| any other obligation of the association related to such bonds
31| or indebtedness.
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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 against 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 wi thout 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 enployees, agents or enployees of the
associ ation, nenbers of the board of directors of the
association, or the departnent or its representatives, for any
action taken by themin the performance of their duties or
responsibilities under this subsection. Such i munity does not
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
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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 financial
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
public hearing, declare that such county or area is no |onger
eligible for windstorm coverage 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
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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 departnent may act with respect to any petition on which a
hearing was held prior to the effective date of this act. Fhis
pat-agraph—s—repealed—on—Cetober—1,—1998+

(f)1. The association shall afford to all insurers an

opportunity to renove packages of policies fromthe

associ ation. Policies shall be packaged by the association

wi th each package of policies to include specified rates,

forns, renewal conditions, and nethod of renoval, including

whet her the renoval shall take effect upon policy cancellation

by the associ ation, or upon association policy expiration, as

approved by the departnent. Each policy shall be witten for

at |l east one full annual policy termusing the specified rates

and forns. Thereafter, each policy shall be renewed for at

| east two additional 1l-year terns either using the specified

rates and forns, or at the insurers rates and on its forns,

which forns nmust provide substantially simlar coverage.

2. The association nay act as an excess of |oss

reinsurer of an insurer withdrawing policies fromthe

associ ati on. The coverage provided by the associati on may be

on an occurrence basis or an annual aggregate basis. The term

of any such reinsurance shall not exceed 12 nonths plus

additional time, if required, for runoff protection. The

association nay agree to wite nore than one renewal of the

rei nsurance contract but nmay not nmke any contractua

comm tnent of nore than 36 nonths total duration. The terns

and conditions of the reinsurances witten by the associ ation
42
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shall generally follow those available to insurers in the

commercial market, except the prem um cost of coverage may be

less than in the commercial market in recognition of the fact

that it is in the association's interests to facilitate the

renoval of policies fromthe association by insurers. The

associ ati on shall appoint a three nenber reinsurance advisory

conmmittee to analyze all proposed reinsurance transacti ons and

nmake recommendati ons to the association. The departnent shal

approve each reinsurance contract entered into by the

associ ation after determ nation that the contract is a

reasonabl e and prudent neans to depopul ate the associ ati on

(g)1. Beginning January 1, 2000, every authorized

insurer witing residential coverage in this state nmust accept

assignnents of policies fromthe association, as provided in

t hi s paragraph.

2. Assigned policies shall be witten on associ ation

forns at association rates. Assignnent of a policy shall not

affect the producing agent's entitlenent to unearned

comm ssion. If the policy is assigned to an insurer with which

t he produci ng agent has a contract, the produci ng agent shal

retain the business. If the policy is assigned to an insurer

that is using the services of a nanagi ng general agent, the

producing agent is entitled to act as the brokering agent. I|f

the agent is not appointed or offered an appointnment with the

assuning insurer or not brokering the business with a nmanagi ng

general agent being used by the assuming insurer, the agent

shal | receive an assignnent fee of $50, payable by the

associ ati on.

3. |If an insurer believes that the assignnment of risks

would result in the insurer's insolvency or inpair the

insurer's capital and surplus under the respective definitions
43
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1| provided in s. 631.011(9), (10), and (11), and reasonabl e

2| neans to avoid the insolvency or inpairnment are not avail abl e,
3| the insurer may petition the departnent for defernent or

4 revision, in whole or in part, of the selection and assi gnnent
5] of such risks. The insurer shall bear the burden of proving

6 | such resulting insolvency or inpairment of capital or surplus.
7|1f a defernment or revision of assignnent of risks is granted,
8| the insurer shall remain subject to assignnent of risks in

9 | response to subsequent annual filings.

10 4.a. The association shall identify the commerci al

11 ) lines residential policies and the personal |lines residential
12 | policies which nust be assigned to each insurer. The

13| identified policies shall not include any risk located in

14 | Monroe County, on a coastal barrier island as defined in s.

15 ] 161.54, or seaward of the intracoastal waterway. The sel ection
16 | and subsequent assi gnnent shall be coordi nated by the

17 | associ ation anong the various insurers by allocating the

18 | distribution of the renoved policies anong such insurers in
19 | such a manner as to limt adverse sol vency consequences, to
20 | avoi d excess concentration of policies in any one area with
21 | respect to the insurer's personal lines residential coverage
22 | book of business, to take into account the characteristics of
23| risks underwitten in the voluntary market by the assi gned

24 | insurer and to attenpt to match assigned risks as closely as
25| possible to the insurers expertise, and to take into account
26 | variations in the narket value of the assigned risks. The

27 | association shall provide for credits to insurers for renoving
28 | policies pursuant to paragraph (f) with respect to assignnents
29 | rade pursuant to this paragraph

30 b. If the nonwind property coverage for a risk

31| assigned is underwitten by a surplus lines insurer, an offer
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1| to underwite such coverage by the insurer to which the w nd

2 | coverage is assigned shall preclude renewal by the surplus
3]llines insurer, as the risk shall no | onger be eligible for

4 | export.

5 c. The initial selection of policies to be assigned

6 | shall be acconplished no |ater than January 1, 2000, and the

7 | actual assignnent shall be acconplished no later than July 1,
8 | 2000. However, the failure of the association to neet the July
9] 1, 2000, deadline shall not constitute a defense to acceptance
10| of the assignnent by the insurer. The assignnents shall be

11 | made to each insurer such that each insurer's share of the

12 | total property exposure assigned is approxi mately equal to

13 | such insurer's proportional share of net direct prem umfor

14 | the second year preceding the assignnent as set forth in

15 | sub- sub-subparagraph (b)4.a.(1), less any credits. Sequenti al
16 | rounds of assignnents shall be nade to each insurer at such

17 | insurer's proportional share until all policies which are

18 | subj ect to assi gnnent have been assi gned.

19 d. If nore than one insurer within an insurer group is
20| authorized to wite residential coverage in this state,
21| insurers in the group receiving the assignments nmay cede the
22 | assi gnnents anong aut horized nenbers of the group as the group
23 | desires so long as the assuning insurer neets all statutory
24 | requirenments with respect to solvency, the cession will not
25 | adversely affect the interests of the policyholders to be
26 | pl aced, and the ceding insurer retains liability for | osses on
27 | the policies if the assuming insurer is unable to neet its
28 | obligations under the policies.
29 e. Goups of insurers not under common ownership or
30 | managenent may forma |limted assignment distribution
31 | arrangenent.
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1 f. No insurer receiving assignnents under this

2 | paragraph shall be eligible for any associati on assessnent

3| credits or bonuses authorized under this paragraph or under s.
4] 627.3511 with respect to assigned policies.

5 5. Each insurer with which policies are assigned nust
6 | assune each policy for the duration of the policy's term at

7 | association rates on association forms, and nust renew each

8| policy for at |least one additional 1-year term using

9| association rates and forns, unless canceled by the insurer

10| for a |awful reason other than reduction of hurricane exposure
11 | or unless nonrenewed by the policyholder. Thereafter, the

12 | policy shall be renewed for at |least two 1-year terns at

13 | associ ation rates and on association forns, or at the

14 | insurer's rates, which rates shall be no greater than the

15 | association rates, and on its forms, which forns shall include
16 | substantially simlar terns. Nothing in this subparagraph

17 | shall preclude an insurer fromoffering an assigned

18 | policyhol der coverage for nonwind perils. |If such offer is

19 | accepted, the insurer may satisfy its assignnent obligations
20| with regard to that risk by witing all perils coverage at
21| such insurer's approved rates and on its approved forns. For
22 | each assigned policy cancel ed or nonrenewed by the insurer for
23 | any reason during the coverage period required by this
24 | paragraph, the insurer shall accept fromthe association, if
25| avail able, one additional policy covering a risk simlar to
26 | the risk covered by the cancel ed or nonrenewed poli cy.
27 6. |If an insurer fails to accept the residential
28 | policies selected by the association, the failure shall be
29 | treated as a willful violation of the Florida Insurance Code.
30| Each policy refused or rejected by an insurer shall constitute
31| a separate violation
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1 7. For the purposes of this paragraph

2 a. "Residential coverage" has the sane nmeani ng as

3| provided in s. 627.4025.

4 b. "lnsurer" neans an insurer, other than a joint

5] underwiting association, authorized to wite property and

6| casualty insurance in this state, provided, if the insurer is
7| a nenber of an insurer group of which nore than one nenber is
8 | authorized to wite property and casualty insurance in this

9| state, "insurer" neans all authorized nenbers of the group

10| collectively or individually as the group el ects, which

11 ) election shall be indicated in the reports required under this
12 | section, and once made, shall not be changed for the cal endar
13 | year, and the group shall be bound by such el ection. As used
14| in this subsection, "insurer group" neans the insurer group
15| required to be reported in the hol ding conpany registration
16 | statenent as provided in s. 628.801 and rul es adopted under
17 | such secti on.

18 8.a. The departnent may adopt rules to i npl enent the
19 | provisions of this subsection. In adopting such rules, the

20 | departnment may adopt any reasonabl e nmethods to acconplish the
21 | essential purpose of this subsection, which is to depopul ate
22 | the association of residential risks through voluntary witing
23| and by requiring insurers to accept assignnments of policies
24 | fromthe association. The rules may provide for the nethod of
25 | assi gnnent including take-outs, assunptions, and ot her nethods
26 | as appropriate and alternative nethods of selection and

27 | assignnent directed to linmting adverse sol vency conseguences
28 | to affected insurers.

29 b. The departnent nmay require the revision or

30 | anendnent of the association's plan of operation or bylaws as
31
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necessary to inplenent this section or to acconplish the

section's purpose.

c. The departnent may require the revision or

anendnent of the plan of operation or bylaws of the narket

assi stance plan, established under s. 627.3515, if any, as

necessary to inplenent this section or to acconplish the

pur pose of this section.

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

(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
admtted voluntary nmarket, 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.
Rates shall include an appropriate catastrophe |oading factor
that reflects the actual catastrophic exposure of the
associ ati on and recogni zes that the association has little or
no capital or surplus; and the association shall carefully
review each rate filing to assure that provider conpensation
i s not excessive.

2. For each county, the average rates of the
associ ation for each line of business for personal |ines
residential policies shall be no | ower than the average rates
charged by the insurer that had the hi ghest average rate in
that county anong the 20 insurers with the greatest total
direct witten prenmiumin the state for that |ine of business
in the preceding year, except that with respect to nobile hone
coverages, the average rates of the association shall be no
| oner than the average rates charged by the insurer that had
t he highest average rate in that county anong the 5 insurers
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with the greatest total witten prem umfor nobile hone
owner's policies in the state in the precedi ng year

3. Rates for commrercial residential coverage shall not
be subject to the requirenents of subparagraph 2., but shal
be subject to all other requirenents of this paragraph and s.
627. 062.

4. Nothing in this paragraph shall require or allow
the association to adopt a rate that is inadequate under s.
627.062 or to reduce rates approved under s. 627.062.

5 I o . o . F T
pttstant—to——s—627/062(6)—Rate filings of the association

under this paragraph shall be made on a use and file basis

under s. 627.062(2)(a)2. The association shall make a rate

filing at |least once a year, but no nore often than quarterly.
(o) The association shall afford to all insurers an

opportunity to renove packages of policies fromthe

associ ation. Policies shall be packaged by the association

wi th each package of policies to include specified rates,

forns, and nethod of renoval, including whether the renoval

shal | take effect upon policy cancellation by the association

or upon association policy expiration, as approved by the

departnent. Each policy shall be witten for at |east one ful

annual policy termusing the specified rates and forns.

Thereafter, each policy shall be renewed for at |east two

additional 1-year terns either using the specified rates and

fornms, or at the insurer's rates and on the insurer's forns

which forns nmust provide substantially simlar coverage.
(p) Prior to January 1, 1999, the FAIR Pl an
establ i shed under s. 627.3518 shall analyze policies insured

by the associ ati on and designate those policies for renoval by
the FAIR Plan. Policies designated by the FAIR Pl an shal
49
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remain eligible for takeout by any nethod provided in this
paragraph or s. 627.3511 until renoved by the FAIR Plan. Al
designated policies renaining in the association on July 1,

1999, shall be renoved by the FAIR Pl an and upon renoval shal

be underwritten by the FAIR Plan in such a manner as to avoid

any coverage gap. The association shall pay to the FAIR Pl an

all unearned premiumfor the policies renoved. The desi gnated

policies shall be those policies which cover substandard or

| owval ue risks deternmined by the FAIR Plan to be eligible for

coverage under the Plan's plan of operation

(gq)1. Beginning on January 1, 1999, every authorized

insurer witing residential coverage in this state nmust accept

assignnents of policies fromthe association, as provided in

this paragraph. The assigned policies shall not include

policies designated for renmoval by the FAIR Pl an

2. Assigned policies shall be witten on associ ation

forns at associ ation base rates. Assignnent of a policy shal

not affect the producing agent's entitlenent to unearned

comm ssion. If the policy is assigned to an insurer with which

t he produci ng agent has a contract, the produci ng agent shal

retain the business. If the policy is assigned to an insurer

that is using the services of a nanagi ng general agent, the

producing agent is entitled to act as the brokering agent. I|f

the agent is not appointed or offered an appointnment with the

assuning insurer or not brokering the business with a nmanagi ng

general agent being used by the assuming insurer, the agent

shal | receive an assignnent fee of $50, payable by the

associ ati on.

3. |If an insurer believes that the assignnment of risks

would result in the insurer's insolvency or inpair the

insurer's capital and surplus under the respective definitions
50
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provided in s. 631.011(9), (10), and (11), and reasonabl e
neans to avoid the insolvency or inpairnent are not avail abl e,

the insurer may petition the departnent for defernent or

revision, in whole or in part, of the selection and assi gnnent

of such risks. The insurer shall bear the burden of proving

such resultant insolvency or inpairnent of capital and

surplus. |If a defernment or revision of assignnent of risks is

granted, the insurer shall remain subject to assi gnnent of

risks in response to subsequent annual filings.

4.a. The association shall select the policies which

nust be assigned to each insurer. The sel ecti on and subsequent

assi gnnent shall be coordinated by the associati on anong the

various insurers by allocating the distribution of the renpved

policies anbng such insurers in such a nmanner as to linmt

adver se sol vency consequences, to avoid excess concentration

of policies in any one area with respect to the insurer's

personal lines residential coverage book of business, to take

into account the characteristics of risks underwitten in the

voluntary market by the assigned insurer and to attenpt to

mat ch assigned risks as closely as possible to the insurers

expertise, and to take into account variations in the narket

val ue of the assigned risks. The association shall provide for

credits to insurers for renoving policies pursuant to

paragraph (0) with respect to assignnents nade pursuant to

t hi s paragraph.

b. The initial selection of policies to be assigned

shal | be acconplished by January 1, 1999, or as soon

thereafter as reasonably possi ble. The actual assignnments

shal |l be acconplished no later than July 1, 1999. However, the

failure of the association to neet the July 1, 1999, deadline

shall not constitute a defense to acceptance of the assi gnnent
51
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by the insurer. Assignnents shall continue until there are no

policies with the association. The assignnents shall be nade

to each i nsurer such that each insurer's share of the total

property exposure assigned is approximately equal to such

insurer's proportional share of direct witten prenium as

provided in sub-subparagraph (b)3.c. Sequential rounds of

assi gnnents shall be made to each insurer at such insurer's

proportional share until all policies which are subject to

assi gnnent have been assi gned.

c. |If nore than one insurer within an insurer group is

authorized to wite residential coverage in this state,

insurers in the group receiving the assignnents nay cede the

assi gnnents anong aut hori zed nenbers of the group as the group

desires so long as the assuning insurer neets all statutory

requi renments with respect to solvency, the cession will not

adversely affect the interests of the policyholders to be

pl aced, and the ceding insurer retains liability for | osses on

the policies if the assuning insurer is unable to neet its

obl i gati ons under the polici es.

d. Goups of insurers not under commopn ownership or

managenent nmay forma limted assignnent distribution

arrangenent .

e. No insurer receiving assignnents under this

par agraph shall be eligible for association assessnent credits

or bonuses aut horized under this subsection or under s.

627.3511 with respect to assigned poli ci es.

5. Each insurer with which policies are assigned nust

assune each policy for the duration of the policy's term at

associ ation rates on association forns, and nust renew each

policy for at |east one additional 1-year term using

association rates and forns, unl ess canceled by the insurer
52
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1| for a lawful reason other than reduction of hurricane exposure
2| or unl ess nonrenewed by the policyhol der. Thereafter, the

3| policy shall be renewed for at least two 1-year terns at

4 | associ ation rates and on association forns, or at the
5]insurer's rates, which rates shall be no greater than the

6 | association rates, and on the insurer's forns, which forns

7| shall include substantially simlar terns. For each assigned
8 | policy cancel ed or nonrenewed by the insurer for any reason

9| during the coverage period required by this paragraph, the

10 | insurer shall accept fromthe association, if available, one
11 | additional policy covering a risk simlar to the risk covered
12 | by the cancel ed or nonrenewed policy.

13 6. |If an insurer fails to accept the personal |ines
14 | residential policies selected by the association, the failure
15| shall be treated as a willful violation of the Florida

16 | I nsurance Code. Each policy refused or rejected by an insurer
17 | shall constitute a separate violation

18 7. For the purposes of this paragraph

19 a. "Residential coverage" has the sane neani ng
20| provided in s. 627.4025.
21 b. "lnsurer" neans an insurer, other than a joint
22 | underwiting association, authorized to wite property and
23| casualty insurance in this state, provided, if the insurer is
24 | a nenber of an insurer group of which nore than one nenber is
25| authorized to wite property and casualty insurance in this
26 | state, "insurer" neans all authorized nmenbers of the group
27 | collectively or individually as the group elects, which
28 | el ection shall be indicated in the reports required under this
29 | section, and once nade, shall not be changed for the reporting
30| year, and the group shall be bound by such election. As used
31| in this section, "insurer group" neans the insurer group
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1| required to be reported in the holding conpany registration

2| statenent as provided in s. 628.801 and rul es adopted under

3 | such section.

4 8.a. The departnent may adopt rules to i npl enent the
5] provisions of this subsection. In adopting the rules, the

6 | departnent nay adopt any reasonabl e nethods to acconplish the
7 | essential purpose of this section, which is to depopul ate the
8 | associ ation of personal lines residential risks through

9| voluntary witings and by requiring insurers to accept

10 | assignnents of policies fromthe association. The rul es nay
11 | provide for the nethod of assignnment including take-outs,

12 | assunptions, and other nethods as appropriate and alternative
13 | net hods of sel ection and assignnent directed to liniting

14 | adverse sol vency consequences to affected insurers.

15 b. The departnent nmay require the revision or

16 | amrendnent of the association's plan of operation or bylaws as
17 | necessary to inplenent this section or to acconplish the

18 | section's purpose.

19 c. The departnent may require the revision or
20 | anendnent of the plan of operation or bylaws of the narket
21 | assi stance plan established under s. 627.3515, if any, as
22 | necessary to inplenent this section or to acconplish the
23 | section's purpose.
24 9. The plan of the association shall provide for a
25 | net hod whereby insurers who voluntarily assune policies from
26 | the association nay receive a reduction in the nunber of
27 | assignnents such insurers would otherw se receive fromthe
28 | association. Nothing in this subparagraph shall preclude the
29 | incorporation into the plan of other incentives to encourage
30| voluntary witings of residential property insurance which
31| have a high windstormor hurricane risk.
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Section 7. Paragraph (b) of subsection (1) and
subsection (5) of section 627.3513, Florida Statutes, are
amended to read:

627.3513 Standards for sale of bonds by underwiting
associ ations. - -

(1)

(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), the FAIR Plan established under s.

627. 3518, and any corporation or other entity established

pursuant to those subsections.

(5) This section is not intended to restrict or
prohi bit the enploynent of professional services relating to
bonds issued under s. 627.351(2) or (6) or s. 627.3518 or the
i ssuance of bonds by the associations.

Section 8. Section 627.3515, Florida Statutes, is
amended to read:

627.3515 Market assistance plan; property and casualty
risks.--

(1) (a) The departnent shall adopt a market assistance
plan to assist in the placenent of risks of applicants who are
unabl e to procure property insurance as defined in s. 624.604,
o casualty insurance as defined in s. 624.605(1)(b), (e),

(f), (g), or (h), or residential coverage as described in s.

627.4025 from aut hori zed i nsurers when such insurance is
ot herwi se generally available frominsurers authorized to
transact and actually witing that kind and class of insurance
in this state. Through such neasures as are found appropriate
by the board of governors, the narket assistance plan shal
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take affirmative steps to assist in the renpval fromthe

Resi dential Property and Casualty Joint Underwiting
Associ ati on established under s. 627.351, the Florida

W ndst orm Underwriting Associ ati on established under s.
627.351, and the FAIR Plan established under s. 627.3518 any
risk that can be placed in the voluntary market. Al property

and casualty insurers licensed in this state shall participate
in the plan.
(b) The market assistance plan shall actively assist

the Florida Wndstorm Underwiting Association, the

Resi dential Property and Casualty Joint Underwiting

Associ ation, and the FAIR Plan with respect to depopul ati on or

policy take-outs or assunptions by authorized insurers from

t hose associ ations and, to that end, the market assistance

plan, the Florida Wndstorm Underwriting Associ ation, the

Resi dential Property and Casualty Joint Underwiting

Associ ation, and the FAIR Pl an shall work together, cooperate,

and coordi nate depopul ation or policy renoval efforts.

(c)1. The nmarket assistance plan shall analyze the

residential risks insured by the Florida Wndstorm

Underwriting Associati on on an ongoi ng basis. The anal ysis

shall include, but not be limted to:

a. A review of whether the underlying insurer is an

aut hori zed insurer or an eligible surplus lines insurer

b. The location of the risk.

c. The characteristics of the risk, such as

substandard conditions, including conditions relating to

construction, heating, wiring, evidence of previous fires, or

general deterioration
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1 d. Housekeeping factors which affect insurability,

2 | such as vacancy, overcrowdi ng, and storage of rubbish or

3| flammabl e materials.

4 e. Oher specific factors of ownership, condition

5| occupancy, or mmintenance which are violative of public policy
6| and result in unreasonabl e exposure to | oss.

7 f. Hurricane risk factors, including geographic

8| factors which result in high risk of hurricane | oss exposure.
9 2. The purposes of the analysis shall be:

10 a. To develop a plan to identify risks which are

11| likely to be insurable in the authorized market.

12 b. To package such risks for renoval or take-out from
13| the Florida Wndstorm Underwriting Associ ati on

14 c. To obtain a better overall view of the legitinate
15| factors that nmake a risk uninsurable or difficult to place on
16 | the authorized narket.

17 3. Beginning 90 days after the effective date of this
18 | act, the nmarket assistance plan shall provide to the

19 | departnent quarterly reports reflecting the ongoing risk
20| analysis, with a final report prior to January 1, 2000. The
21 | reports shall include recomendati ons to enhance policy
22 | renoval and takeouts and may include | egislative
23 | recommendati ons. The anal ysis may be conducted by a
24 | consul tant.
25 (d) Beginning on July 1, 1999, the nmarket assistance
26 | pl an shall begin placenent of residential coverage risks
27 | unabl e to procure coverage in the voluntary nmarket through
28 | assignnent or placenent with the FAIR Pl an, as appropriate.
29 | Every authorized insurer witing residential coverage in this
30| state shall accept assignnents of policies fromthe narket
31| assistance plan, as follows:

57
CODING:Words st+ieken are deletions; words underlined are additions.




Fl ori da House of Representatives - 1998 HB 3827
94- 240- 98

1 1. No risk shall be placed with the FAIR Pl an wi t hout
2| first being reviewed by the nmarket assistance plan. In

3|l reviewing the risk, the market assistance plan shall identify
4] those risks which may be eligible for placement with the FAIR
5| Plan, which risks shall be forwarded to the FAIR Pl an. Al

6 | other residential coverage risks, except those that do not

7 | neet the mni numunderwiting standards of the FAIR Pl an

8 | shall be assigned by the market assi stance plan. The FAIR Pl an
9| shall underwrite the risks forwarded by the narket assistance
10| plan and may reject risks which the Plan deternines are

11 ) ineligible for coverage either because such risks do not neet,
12 | or because such risks exceed, underwiting standards.

13 2. Assigned policies shall be witten on forns and at
14 | rates filed by the narket assistance plan with, and approved
15| by, the departnent pursuant to ss. 627.062, 627.0629, 627. 410,
16 | and 627.411 and for such purpose the nmarket assistance plan

17| may file forns and rates for use by assigned insurers. The

18 | narket assi stance plan nay contract with a rating

19 | organi zation, licensed pursuant to s. 627.221, to conpile data
20| and file rates in accordance with this subparagraph. The
21| initial rates and forns of the narket assistance plan shall be
22 | those approved for use by the Residential Property and
23| Casualty Joint Underwiting Association as of July 1, 1999.
24 | The assignnents shall be provided for in the plan and shall be
25| nade on a continuing rotating basis to each insurer such that
26 | each insurer's share of the total property exposure assi gnnent
27 | is approximately equal to such insurer's proportional share of
28 | net direct witten premiumfor residential property insurance
29 | issued in this state for the preceding year as that share
30| bears to the aggregate statewide direct witten prem umfor
31
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residential property insurance witten in this state for that

year for all insurers subject to the assignnments.

3. |If an insurer believes that the assignnment of risks

would result in the insurer's insolvency or inpair the

insurer's capital and surplus under the respective definitions
provided in s. 631.011(9), (10), and (11), the insurer may
petition the departnent for defernent or revision, in whole or

in part, of the selection and assignnment of such risks. The

i nsurer shall bear the burden of proving such resulting

i nsolvency or inpairnent of capital or surplus. If a defernent

or revision of assignnent of risks is granted, the insurer

shall remmin subject to assignnent of risks in response to

subsequent annual filings.

4.a. The market assistance plan shall identify the

commercial lines residential policies and the personal lines

residential policies which nust be assigned to each insurer

The identified policies shall not include wi nd coverage for

any risk located in any Florida Wndstorm Underwiting

Associ ation eligible area and any such risk shall be forwarded

to the Florida Wndstorm Underwriting Association for w nd

coverage and assigned for all other covered perils. The

identified policies shall not include any policy covering a

substandard or lowvalue risk eligible for placenent with the
FAIR Pl an established under s. 627.3518. The sel ection and
subsequent assi gnment shall be coordi nated by the narket

assi stance plan anong the various insurers by allocating the

distribution of the renobved policies anbng such insurers in

such a manner as to linmt adverse sol vency consequences, to

avoi d excess concentration of policies in any one area with

respect to the insurer's residential coverage book of

busi ness, to take into account the characteristics of risks
59
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underwitten in the voluntary market by the assigned insurer

and to attenpt to natch assigned risks as closely as possible

to the insurers expertise, and to take into account variations

in the market value of the assigned ri sks.

b. If nore than one insurer within an insurer group is

to wite residential coverage in this state, insurers in the

group receiving the assignnents may cede the assi gnnents anong

aut hori zed nmenbers of the group as the group desires so | ong

as the assuming insurer neets all statutory requirenents with

respect to solvency, the cession will not adversely affect the

interests of the policyholders to be placed, and the ceding

insurer retains liability for losses on the policies if the

assuning insurer is unable to neet its obligations under the

policies.
c. No insurer receiving assignnents under this

par agraph shall be eligible for any assessnent credits or

bonuses aut hori zed under s. 627.3511 with respect to assigned

policies.
5. Each insurer with assigned policies must renew each

policy at rates and on forns specified by the narket

assi stance plan for at least three additional 1-year terns,

unl ess cancel ed by the insurer for a | awful reason other than

reduction of hurricane exposure or unless nonrenewed by the

policyhol der. For each assigned policy cancel ed or nonrenewed

by the insurer for any reason during the coverage period

required by this paragraph, the insurer shall accept fromthe

mar ket assi stance plan, if available, one additional policy

covering arisk sinilar to the risk covered by the cancel ed or

nonr enewed policy.

6. |If an insurer fails to accept the residential

policies selected by the nmarket assistance plan, the failure
60
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shall be treated as a willful violation of the Florida

| nsurance Code. Each policy refused or rejected by an insurer

shal|l constitute a separate violation

7. For the purposes of this paragraph and paragraphs

(b) and (c):

a. "Residential coverage" has the sane neani ng
provided in s. 627.4025.

b. "lnsurer" neans an insurer, other than a joint

underwiting association, authorized to wite residentia

coverage insurance in this state, provided, if the insurer is

a nenber of an insurer group of which nore than one nenber is

authorized to wite residential coverage insurance in this

state, "insurer" nmeans all authorized nmenbers of the group

collectively or individually as the group elects, which

el ection shall be indicated in the reports required under this

section, and once nade, shall not be changed for the cal endar

year, and the group shall be bound by such election. As used

in this section, "insurer group" neans the insurer group

required to be reported in the hol ding conpany registration

statenent as provided in s. 628.801 and rul es adopted under

such secti on.

8.a. The departnent may adopt rules to i npl enent the

provi sions of this subsection. In adopting the rules, the

departnment may adopt any reasonabl e nmethods to acconplish the

essential purpose of this subsection, which is to properly

distribute insurable risks within the voluntary nmarket and

substandard or lowvalue risks to the FAIR Plan. The rul es may

provide for the nethod of assignment, including linmting

adver se sol vency consequences to affected insurers.

b. The departnent nmay require the revision or

anmendnent of the market assistance plan's plan of operation or
61

CODING:Words st+ieken are deletions; words underlined are additions.




© 00 N o O DN P

W WNNNNMNNMNNNMNNNNRRRRRPRPEPR R PR R
P O © 0 N O 00~ WNIERPLO O ®~NO®UuDWNPRER O

Fl ori da House of Representatives - 1998 HB 3827
94- 240- 98

byl aws as necessary to inplenent this section or to acconplish

the section's purpose.

9. Goups of insurers not under commopn ownership or

managenent nmay forma limted assi gnnent distribution

arrangenent whereby one or nore nenbers of the arrangenent

write assigned risk business on behalf of the nenbers of the

arrangenent in return for consideration fromthe other

participating insurers for not witing the business.

(2)(a) Each person serving as a nenber of the board of
governors of the Residential Property and Casualty Joint
Underwriting Association shall also serve as a nenber of the
board of governors of the market assistance plan

(b) The plan shall be funded through paynents fromthe
Resi dential Property and Casualty Joint Underwiting
Associ ati on and annual assessnents of residential property
insurers in the amount of $450. After July 1, 1999, the plan

fundi ng obligations of the Residential Property and Casualty

Joint Underwriting Association shall be transferred to the
FAI R Pl an.
(c) The plan is not required to assist in the

pl acemrent of any workers' conpensation, enployer's liability,
mal practice, or notor vehicle insurance coverage.

Section 9. Section 627.3516, Florida Statutes, is
amended to read:

627.3516 Residential property insurance narket
coordi nating council.--The Florida Wndstorm Underwiting
Associ ation, angd the Residential Property and Casualty Joint
Underwriting Association, while in existence, the FAIR Pl an

after being established, and the nmarket assistance plan shal

create a residual property insurance narket coordinating
council to assure that each association is inforned of the
62
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1| activities and plans of the other. The coordi nati ng counci

2| shall consist of the insurance consuner advocate, who shal

3| chair the council, the executive director of each of the

4 | associations, and the chair of the governing board of each of
5| the associations. The coordinating council may, fromtine to
6| tinme, recomend to the Insurance Comni ssioner presidifg

7 | efHHecers—of—thetegtstature proposals to i nprove coordination
8 | between the associations or elimnate unnecessary duplication
9| of efforts; however, any such reconmrendati on nust al so include
10 | an anal ysis of the inpact of the recomendati on on the

11| financial arrangenents of each association and on the state's
12 | efforts to restore the voluntary property insurance narket.
13 | The coordinating council shall, on March 1 of each year

14 | provide a report of its activities during the precedi ng year
15 ) to the | nsurance Conm ssi oner prestding—oefiecers—of—the

16 | tegistature.

17 Section 10. Section 627.3518, Florida Statues, is

18 | created read:

19 627.3518 Fair Access to |Insurance Requirenents (FAIR)
20| Plan. - -

21 (1) PURPCSES. - -

22 (a) The purpose of this section is to assure, by

23 | establishment of a plan to ensure fair access to i nsurance

24 | requirenents, the availability of residential property

25| insurance for risks that are owner occupied, |ow value, and
26 | high hazard, and that are unable to obtain residential

27 | property insurance in the authorized narket due to the

28 | condition of the property, the structural soundness of the

29 | property, or other matters relating to the condition of the
30| honme, other than risk of | oss due to hurricane danmmge.

31

63
CODING:Words st+ieken are deletions; words underlined are additions.




© 00 N o O DN P

W WNNNNMNNMNNNMNNNNRRRERRPRPEPR R PR R
P O © 0 N O 00~ WNIERPLO O ®~NOO®Uu D WNPRER O

Fl ori da House of Representatives - 1998 HB 3827
94- 240- 98

(b) The purpose of this section is also to authorize

the plan to act as a facilitator in assisting in the upgrading

of owner-occupi ed | ow val ue hi gh-hazard residential property

and in obtaining necessary resources to acconplish the

purposes of this section. To this end the associ ati on shal

cooperate with state and | ocal governnent as well as financial

institutions, nonprofit foundations, and other entiti es.
(2) DEFINTIONS. --For purposes of this section, unless
the provision of this section or the context otherw se

requires:
(a) "Association" neans the FAIR Pl an Associ ati on

created under subsection (3) to assist eligible persons in

securing residential insurance coverage.

(b) "High hazard" neans a residential coverage risk

which presents a greater hazard of risk than a typica

residential property due to:

1. The physical condition of the property;

2. A building code violation

3. Construction under an antiquated building code or a

fornmer construction not neeting current building codes;

4. Deteriorated or inproper wiring; or

5. The present condition of the residential property

as to housekeeping, including, but not limted to,

overcrowdi ng or storage of rubbish or flanmable nmateri al s.

The term "hi gh hazard" does not include hazard relating to

hurri cane or w ndstorm factors.

(c) "Residential coverage" neans personal lines

residential coverage as provided in s. 627.4025.

(d) "Net direct witten prem unl neans gross direct

prem uns charged with respect to property in this state on al
64
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1| policies of residential coverage including the residenti al

2 | coverage prem um conponents of all multi-peril policies, |ess

3| return premuns, dividends paid or credited to policyhol ders,

4 | or the unused or unabsorbed portions of prem um deposits.

5 (e) "lnsurer" or "nenber insurer" neans an authorized

6| insurer, as defined by s. 624.09, as to residential coverage

71inthis state.

8 (3) FAIR Plan Associ ati on; nenbership.--

9 (a) The FAIR Plan Association is hereby created. The
10 | associ ation shall operate under the supervision and approval
11| of a board of governors consisting of 15 individuals,

12 | including one who is el ected as chairperson. The board shal
13 | be established under the direction of the departnent on or

14 | before July 1, 1998, and shall consist of the insurance

15 | consuner advocate appoi nted under s. 627.0613 and 14 nenbers
16 | appoi nted by the | nsurance Conmi ssioner, consisting of:

17 1. Four consuner representatives, two of whom nust be
18 | individuals who are minority persons as defined in s.

19 | 288. 703(3), and one of whom shall have expertise in the field
20 | of nortgage | ending.

21 2. Two representatives of the insurance industry, at
22 | | east one of whom nust be an individual who is a ninority

23 | person as defined in s. 288.703(3).

24 3. Three representatives of the nenber insurers, two
25| of whom shall be representatives of insurers with expertise in
26 | the underwiting of |ow value residential coverage.

27 4., One nenber who is a representative of residential
28 | property and casualty insurance agents.

29 5. Two individuals representing nonprofit

30 | organi zations involved in assistance to | ow i hcone persons.
31
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6. Two individuals who are experts with respect to

residential building codes used in this state.

(b)1. Each insurer, as a condition of authority to

transact insurance with respect to residential coverage in

this state, shall participate in the association in accordance

with this section and an approved plan of operation. A nenber

insurer's participation shall begin on the first day of the

cal endar year following the year in which the nmenber was

i ssued a certificate of authority to transact insurance for

residential coverage lines of business in this state and shal

terninate one year after the end of the first cal endar year

during which the nmenber no | onger holds such certificate.

2. To the extent necessary to secure funds for paynent

of covered clainms and al so to pay reasonable costs to

admi ni ster such paynents and other costs and expenses of the

association, including, but not limted to, those relating to

associ ati on debts, letters of credit, bonds, and the fundi ng

of the market assistance plan pursuant to s. 627.3515(2)(b),

t he departnent, upon certification of the board, shall |evy

assessnents in the proportion that each insurer's net direct

witten premuns in this state bears to the total of such net

direct witten prenmiuns received in this state by all such

insurers for the preceding cal endar year. Assessnents shall be

remitted to and administered by the board in the manner

specified by the approved plan of operation. Each insurer so

assessed shall have at |least 30 days' witten notice as to the

date the assessnment is due and payabl e. Each assessnent shal

be made as a uni form percentage applicable to the net direct

witten prem unms of each insurer. Assessnents | evied agai nst

any insurer shall not exceed in a single year nore than 2

percent of that insurer's net direct witten premunms in this
66
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state during the cal endar year next preceding the date of such

assessnents. The board shall certify to the departnent the

need for annual assessnents as to a particul ar cal endar year

and any startup or interimassessnents that the board 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. The

board shall take all reasonable and prudent steps necessary to

coll ect the anpbunt of assessnent due from each nenber insurer

including, if prudent, filing suit to collect such assessnent.

If the board is unable to collect an assessnment from any

menber insurer, the uncollected assessnents shall be |evied as

an additional assessnent against the participating nenber

i nsurers and any nenber 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.

3. |If sufficient funds from such assessnents, together

with funds previously raised, are not available in any year to

nake all the paynents or reinbursenents owing to insurers for

such year, the funds available shall be prorated and the

unpai d portion shall be paid as soon thereafter as funds

becone available. The costs of forming the board and

establishing a plan of operation shall be borne by the

Resi dential Property and Casualty Joint Underwiting

Associ ati on.

4. Assessnents shall be included as an appropriate

factor in the nmaking of rates.

5. Except as otherw se provided, no state funds of any

kind shall be allocated or paid to such association or any

account of the associ ati on.
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6.a.(l) In addition to assessnents ot herw se

aut hori zed in subparagraph 2., as a tenporary neasure rel ated

to costs and expenses caused by a catastrophic event, and to

the extent necessary to secure the funds necessary to pay or

to retire indebtedness, including, without linitation, the

principal, redenption premum if any, and interest on, and

rel ated costs of issuance of, bonds issued under s. 125.013 or

s. 166.111 or otherwi se, and the funding of any reserves and

ot her paynents required under the bond resol ution or trust

i ndenture pursuant to which such bonds have been issued, the

departnent, upon certification by the board, shall |evy

addi ti onal assessnments upon insurers holding a certificate of

authority. The assessnents payabl e under this

sub- sub- subpar agraph by any insurer shall not exceed in any

year nore than 2 percent of that insurer's direct witten

prem uns, net of refunds, in this state during the preceding

cal endar year.

(I'1) The governing body of any unit of |oca

governnent, any residents of which are insured by the

associ ation, may issue bonds, as defined in s. 125.013 or s.

166. 101, fromtine to tinme to fund an assi stance program in

conjunction with the association, for the purpose of defraying

deficits of the association. In order to avoi d needl ess and

indiscrinminate proliferation, duplication, and fragnentation

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

may provide for the paynent of |osses, regardl ess of whether

or not the |l osses occurred within or outside of the

territorial jurisdiction of the |ocal governnent. Revenue

bonds nay not be issued until validated pursuant to chapter

75, unless a state of energency is declared by executive order

or proclamation of the Governor pursuant to s. 252.36 naking
68
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such findings as are necessary to deternine 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 econonic

stability of insurers operating in this state, and decl aring

it an essential public purpose to pernmit certain

nmuni cipalities or counties to i ssue such bonds as will pernit

relief to claimants and policyhol ders of the joint

underwiting association and insurers responsible for

apportionnment of association | osses. Any such unit of |oca

governnent may enter into such contracts with the associ ation

and with any other entity created pursuant to this subsection

as are necessary to inplenent this sub-sub-subparagraph. Any

bonds i ssued under this sub-sub-subparagraph shall be payable

fromand secured by noneys received by the association from

assessnents under this subparagraph and assi gned and pl edged

to or on behalf of the unit of |ocal governnent 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

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 subparagraph. 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.
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(I'1'l) Any assessnents authorized under this

subpar agraph shall be |evied by the departnent upon insurers,

upon certification by the board as to the need for such

assessnents, in each year that bonds are outstanding, in such

anounts up to the 2 percent |limt as required in order to

provide for the full and tinely paynent of the principal of,

redenption premium if any, and interest on, such bonds and

any related costs of issuing such bonds. The assessnents

provided for in this subparagraph are hereby assigned and

pl edged to any bond agent, for the benefit of the hol ders of

such bonds, in order to enable the bond agent to provide for

t he paynent of the principal of, redenption premium if any,

and i nterest on such bonds, the cost of issuing such bonds,

and the funding of any reserves and other paynents required

under the bond resolution or trust indenture pursuant to which

such bonds have been issued, without the necessity for any

further action by the association, the departnent, or any

other party. To the extent that bonds are issued under this

subpar agr aph, the proceeds of assessnents |evied under this

subpar agraph shall be renmitted directly to and adnmi ni stered by

the trustee appointed for such bonds.

(V) The assessnents authorized under this

subpar agraph shall continue as | ong as any bonds issued or

ot her i ndebtedness incurred with respect to a deficit for

whi ch the assessnment was i nposed remai n outstandi ng, unless

adequat e provi sion has been nmade for the paynent of such bonds

or other indebtedness pursuant to the docunents governi ng such

bonds or ot her indebtedness.

b. In order to ensure that insurers paying assessnents

| evi ed under this subparagraph continue to charge rates that

are not inadequate or excessive, within 90 days after being
70
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notified of such assessnents, each insurer that is to be

assessed pursuant to this subparagraph shall nake a property

insurance rate filing pursuant to s. 627.062. If the filing

reflects a rate change that, as a percentage, is equal to the

di fference between the rate of such assessnent and the rate of

the previous year's assessnent under this subparagraph, the

filing shall consist of a certification containing a statenment

to that effect and shall be deenmed approved when nmde, subject

to the departnent's continuing authority to require actuari al

justification as to the adequacy of any rate at any tine. Any

rate change of a different percentage shall be subject to the

st andards and procedures of s. 627.062.

(c) The FAIR Plan is not a state agency, board, or

conm ssion. However, for the purposes of s. 199.183(1), the

FAIR Pl an shall be considered a political subdivision of the

state and shall be exenpt fromthe corporate i ncone tax.

(d) Notwi thstandi ng any ot her provision of |aw

1. 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 any financing docunents to secure any bonds or other

i ndebt edness of the association, are valid and shall remin

valid and enforceabl e, notw thstandi ng the commencenent of,

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 |aws 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,

assessnents, market equalization, or other surcharges under
71
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1| paragraph (b), or any other rights, revenues, or other assets
2| of the association pledged pursuant to any financing

3 | docunents.

4 3. Each such pledge or sale of, lien upon, and

5| security interest in, including the priority of such pl edge,
6|lien, or security interest, any such assessnents, nmarket

7 | equalization, or other surcharges, or other rights, revenues,
8| or other assets which are collected, or |evied and col |l ected,
9| after the commencenent of and during the pendency of, or

10 | after, any such proceeding, shall continue unaffected by such
11 | proceeding. As used in this subsection, the term"financing

12 | docunents" neans any agreenent, instrunment, or other docunent
13 | now existing or hereafter created evidencing any bonds or

14 | ot her indebtedness of the association or pursuant to which any
15| such bonds or other indebtedness has been or may be issued and
16 | pursuant to which any rights, revenues, or other assets of the
17 | association are pledged or sold to secure the repaynment of

18 | such bonds or indebtedness, together with the paynment of

19 | interest on such bonds or such indebtedness, or the paynment of
20| any other obligation of the association related to such bonds
21| or indebtedness.

22 4. Any such pledge or sale of assessnents, revenues,
23 | contract rights, or other rights or assets of the association
24 | shall constitute a lien and security interest, or sale, as the
25| case may be, that is immediately effective and attaches to

26 | such assessnments, revenues, or contract rights or other rights
27 | or assets, whether or not inposed or collected at the tine the
28 | pl edge or sale is nade. Any such pledge or sale is effective,
29 | valid, binding, and enforceabl e agai nst the associati on or

30| other entity maki ng such pledge or sale and valid and bi nding
31| against and superior to any conpeting clains or obligations
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owed to any other person or entity, including policyholders in

this state, asserting rights in any such assessnents,

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

extent set forth in and in accordance with the terns of the

pl edge or sale contained in the applicable financing

docunents, whether or not any such person or entity has notice

of such pledge or sale and wi thout the need for any physica

delivery, recordation, filing, or other action

(e) The association shall contract with the Florida
Hurri cane Catastrophe Fund, established under s. 215.555, with
respect to the association's covered policies and pay the

appropriate reinbursenent prem umfor such policies.
(4) THE PLAN OF OPERATI ON. - -
(a) Wthin 90 days after the effective date of this
act, the association shall submt to the departnent for review

a proposed plan of operation, consistent with the provisions

of this section, creating an association consisting of al

insurers licensed to wite and engaged in witing in this

state, on a direct basis, residential coverage or any

conponent of such coverage in honeowner's or other dwelling

nmulti-peril policies. Every such insurer shall be a nenber of

t he associ ation and shall renmain a nenber as a condition of

its authority to transact insurance business in this state.

(b) The plan shall be subject to the approval of the

departnent by order and shall go into effect upon approval by

the departnent. The departnent may, at any tine, w thdraw

approval or may, at any tine after approval has been given,

revoke the approval if necessary to carry out the purposes of

this section. The withdrawal or revocation of approval shal

not affect the validity of any policies executed prior to the

date of the withdrawal or revocation. |f the departnent
73
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di sapproves or withdraws or revokes approval to any part of

the plan of operation, the association shall within 30 days

after such disapproval, withdrawal, or revocation submt to

the departnent for review an appropriately revised plan or

part of such plan, and if the association fails to do so, or

if the revision is unacceptable, the departnent shall approve,

by order, such plan of operation or part of such plan as the

departnment deens necessary to carry out the purpose of this

secti on.
(c)1. The association nmay, on its own initiative or at

the request of the departnent, anend the plan of operation

subj ect to approval by order of the departnent.

2. The departnent or any person designated by the

departnent may review and exanine all the books, records,

files, papers, and docunents that relate to operation of the

associ ation, and may summon, qualify, and exani ne as witnesses

al | persons havi ng knowl edge of such operations, including

of ficers, agents, or enployees of the association.

(d) The plan shall provide for the identification of

policies of the Residential Property and Casualty Joint

Underwriting Association eligible for coverage by the

associ ati on and assunption of such policies pursuant to s.
627.351(6) (p).
(e) The plan shall provide for effective dates for

coverage consistent with industry practice, provided the

effective date of the coverage system adopted under the plan

is selected to provide an adequate systemof control to linmt

or elimnate the possibility of fraud in the establishnent of

effecti ve dates.

(f)1. The plan shall require that a certificate of

eligibility acconpany the application for coverage. To be
74
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eligible, the insurance applicant nmust be unable to procure

residential coverage fromauthorized insurers for reasons

other than risk of loss due to hurricane danage. The applicant

shall be required to docunent a diligent effort by filing a

certificate of eligibility evidencing rejections, and the

reasons for such rejections, by three authorized insurers who,

at the tinme of rejection, were authorized to wite and

actually witing the kind and class of insurance sought by the

applicant. In addition, to be eligible for coverage by the

associ ation, the applicant nust neet the requirenents of this

section. The certificate shall indicate the nanes of the

insurers and the insurers' representatives that rejected the

residential property coverage for the applicant.

2. The certificate shall be attested to by an agent to

verify its accuracy and conpl et eness.

3. Upon a deternination by the association that a

certificate of eligibility is defective due to an onission or

m stake which is immterial to deternmining the eligibility of

the applicant for coverage, the association shall inmediately

provide witten notice of any defect to the insured and to the

agent of record. The notice shall informthe applicant that

the applicant has a reasonable period as specified in the

pl an, but at least 10 days after the postmark date of the

notice, to correct any defect and postmark the correction or

m ssing information for return to the pl an.

4. |f any defect is not corrected within such tine

period, the policy shall be cancel able upon 10 days notice hy

regi stered or certified mail to the policyholders. Providing a

phot ocopy of the application or certificate denoting any

specific defects shall be adequate to conply with the

requirement to specify the defects in the certificate.
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5. For purposes of this paragraph, failure to provide

a required tel ephone nunber, tine of day, producer nunber

producer signhature, date, or information that is ontted but

can be deternined by questions answered or infornation

provided in other sections of the application, or docunents

submtted as part of the application, shall be considered an

om ssion or nmistake imuaterial to deternining the eligibility

of the applicant for the plan coverage. A certificate of

eligibility that is subnmitted to the association as to which

the applicant's agent did not denbnstrate a good faith effort

in conpleting or in which the applicant's agent has nade a

willful msrepresentation shall not be subject to this

paragraph. |f the defect is material to determ ning the

eligibility of the applicant for coverage, the policy may be

cancel ed in accordance with the provisions of subparagraph 4.

(g) In no case shall the association underwite a

residential risk exceeding $60,000 in property damage coverage

for the insured structure or such lower lints of coverage as

the plan of operation nmay provide. The $60, 000 maximum|limt

for property damage coverage shall be adjusted annually based

on the nost recent consuner price index.

(h) Only owner-occupied residential risks shall be

eligible for coverage by the association

(i) Wndstormcoverage froma risk underwitten by the

FAIR Plan, which risk is located within an eligible area under

the Florida Wndstorm Underwiting Association, shall be

pl aced with the Florida Wndstorm Underwriting Associ ati on

(j) The standards and criteria used in underwiting by

t he associ ation shall be reasonable and specified in or

i ncorporated by reference in the plan of operation of the
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associ ati on and shall be designed to all ow coverage for risks

that are | ow val ue and hi gh hazard.

(k) The plan of operation shall include m ni mum

underwiting standards, which risks nust neet or exceed to be

eligible for coverage by the association. Prohibited

condi ti ons i ncl ude:

1. The existence of an order of condemmati on or other

order requiring that the property be vacated or denolished.

2. The existence of specific characteristics of

owner shi p, condition, occupancy, or naintenance which are

violative of public policy.

3. The existence of specific characteristics of

owner shi p, condition, occupancy, or maintenance which result

i n unreasonabl e exposure to | oss.

4. The existence of hazardous conditions or use within

the control of the owner to correct.

5. The prem ses are vacant.

(1) The plan of operation shall include rating

criteria, including, but not linmted to:

1. Condition of the structure.

Age of the structure.

2
3. Prior loss history.
4 Housekeepi ng factors which affect insurability,

such as vacancy, overcrowdi ng, and storage of rubbish or

fl ammabl e materi al s.

(m Nei ghborhood or area |location, or any hazard

beyond the control of the residential property owner, shal

not be deened to be acceptable criteria for rejecting a risk

The associ ation shall establish a coverage review comittee

whi ch shall include one or nore persons faniliar with the

coverage concerns of nortgagors of residential dwellings,
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including, but not linmted to, |licensed financi al

institutions. The conmm ttee shall nake recommendati ons to the

associ ati on of coverage standards which neet the needs of

nort gagees. The associ ation shall provide to the departnent

copi es of the reconmendations when nmaking related form

filings.
(n) If the risk does not nmeet the mni mumunderwiting

standards but can be inproved to neet or exceed the standards,

t he associ ation shall pronptly advise the applicant or

pol i cyhol der what inprovenents should be nade to the risk, and

the notification and advice to the applicant or policyhol der

shal |l state which inprovenents by the applicant or

pol i cyhol der are necessary for continued coverage by the

associ ati on. When the applicant has made t he necessary

i mprovenents, the applicant may notify the associati on which

when so notified, shall verify that the necessary inprovenents

have been nmde.

(o) The acceptance or rejection of a risk by the

associ ati on shall be construed as the private placenent of

i nsurance and the provisions of chapter 120 shall not apply.

(p) |If the property is subject to one or nore

substandard conditions, but the property is still eligible for

coverage through the associ ation, surcharges nay be inposed in

conformity with any applicable high hazard rating pl an

approved for use by the association

(g)1. The plan shall provide for nethods to encourage

persons to secure residential coverage through the voluntary

mar ket froman insurer authorized to transact residenti al

coverage in this state by infornmng such persons of the

necessary steps to take in order to secure the such insurance.

The plan shall provide for the involvenent of the association
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1| in prograns designed to aid persons in the rehabilitation of

2| their properties so as to becone eligible for coverage in the
3| voluntary market. The plan shall provide for the association
4] to cooperate with the state and | ocal governnent, financi al
5|institutions, and nonprofit foundations and other entities in
6| facilitating the rehabilitation of such properti es.

7 2. Nothing in this section precludes an insurer

8 | authorized to transact residential coverage fromrenoving a

9] risk fromthe association at any tinme for coverage hy the

10 | i nsurer renoving such risk. Each policyholder, as a part of

11 | the coverage docunent, shall agree to the possibility of a

12 | renpoval by any neans what soever, which may include a novation
13| of the association issued policy, nmd-termpolicy

14 | cancel l ation, or upon expiration of the termof the policy. No
15| risk is eligible for coverage by the association if an insurer
16 | aut hori zed to transact residential property coverage is

17 willing to underwite the risk.

18 (r) The plan of the association nay provide for a

19 | net hod whereby insurers who voluntarily wite residentia
20 | coverage on risks located in areas formerly desi gnated as
21| eligible areas for coverage under the Florida Wndstorm
22 | Underwriting Association nmay receive a reduction in the
23 | insurer's assessnments which the insurer woul d otherwi se
24 | receive fromthe association. Nothing in this subsection
25 | precludes the incorporation in the plan of other incentives to
26 | voluntary witings of residential coverage for owner-occupied,
27 | | ow val ue, and hi gh hazard ri sks.
28 (s) The proposed plan shall authorize the association
29 | to assune and cede reinsurance.
30 (t) Under the plan, each insurer shall participate in
31| the witings, expenses, and | osses of the association in the
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1| proportion that the insurer's premuns witten during the

2 | precedi ng cal endar year bear to the aggregate prenmiuns witten
3| by all insurers in the program excluding that portion of the
4| premiuns witten attributable to the operation of the

5| associ ati on as governed by paragraph (c).

6 (u) The plan shall provide for the defernent, in whole
7] or in part, of the assessnent of a nmenber insurer if the

8 | departnent finds that paynent of the assessment woul d endanger
9] or inpair the solvency of the insurer. |f an assessnent

10 | against a nenber insurer is deferred in whole or in part, the
11 | amount by which such assessnent is deferred may be assessed
12 | agai nst the other nenber insurers in a manner consistent with
13| the basis for assessnments set forth in paragraph (3)(h).

14 (v) The plan shall provide that if assessnents are

15 | nade under paragraph (3)(b), or by the Florida Wndstorm

16 | Underwiting Association under s. 627.351(2)(b)3.d. (1) or

17 |(11), the association shall |evy upon associ ation

18 | policyholders in the association's next rate filing, or by a
19 | separate rate filing solely for this purpose, a narket

20 | equal i zation surcharge in a percentage equal to the total

21 | anount of such regul ar assessnents divided by the aggregate
22 | statewide direct witten premumfor residential coverage for
23 | nenber insurers for the prior cal endar year. Market

24 | equal i zation surcharges under this paragraph are not

25 | consi dered prenium and are not subject to comnissions, fees,
26 | or prem umtaxes, however, failure to pay a narket

27 | equal i zation surcharge shall be treated as failure to pay

28 | prem um

29 (w) The plan shall provide that association policies
30| and applications nust include a notice that the association
31| policy could, under this section or s. 627.3511, be replaced
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1| with a policy issued by an adnmitted insurer that does not

2 | provide coverage identical to the coverage provided by the

3 | association. The notice shall also specify that acceptance of
4 | associ ati on coverage creates a concl usive presunption that the
5| applicant or policyholder is aware of such potenti al

6 (5 |IMVUNITY FROM LI ABI LI TY; PROCUREMENT. - -

7 (a)l1. There shall be no liability on the part of, and

8 | no cause of action of any nature shall arise against, any

9 | menber insurer or agents or enployees of a nenber insurer, the
10 | association or agents or enployees of the association, or the
11 | nenbers of the board of governors for any action taken by such
12 | persons or association in the performance of duties required
13 | under this section. Such imunity does not apply to actions

14 | for breach of any contract or agreenent pertaining to

15| insurance, or any other willful tort.

16 2. There shall be no liability on the part of, and no
17 | cause of action of any nature shall arise against, the

18 | I nsurance Conmi ssi oner or the departnent or enpl oyees or

19 | agents of the departnent for any action taken by such persons
20| or the department in the performance of duties required under
21| this section. The provisions of s. 768.28 shall apply with
22 | respect to any such acti on.
23 (b) The association shall not be subject to the
24 | requirenents of chapter 287 or any other |aw or rul e governing
25 | procurenent of commobdities or services or to any state | aw
26 | governing |l easing of office space. However, to the extent
27 | practicable, the association, except when purchasing | egal
28 | auditing, or appraisal services, shall apply the principles of
29 | conpetitive procurenent by formal invitation to bid or by
30 | requests for proposal s and negoti ated procurenent.
31
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1 (6) FEDERAL REI NSURANCE PROGRAM --In addition to any

2 | powers conferred upon the departnent by this section or any

3| other law, the departnent nay do anythi ng necessary to enabl e
4| this state and any insurer participating in any program

5| approved by the departnent to fully participate in any federa
6 | program of reinsurance which may be enacted for purposes

7] simlar to the purposes of this section

8 (7) REPORTS CONCERNI NG RI SKS | NSURED. - - The depart nent
9| may require information or reports fromthe FAIR Pl an

10 | concerning risks insured under the plan as the departnment

11 | deens necessary to effect the purposes of this section

12 (8) RATES AND FORMS. --Rates and forns for the FAIR

13| Plan shall be subject to ss. 627.062, 627.0629, 627.410, and
14 |1 627. 411 and other applicable provisions of the Florida

15| I nsurance Code and rul es adopted under the code. The pl an

16 | shall not return unexpended portions of prem uns to nenbers.
17 | The fornms shall be specifically tailored to the exigencies of
18 | underwiting | ow val ue and hi gh-hazard risks and the rates

19 | shall be actuarially sound with respect to these risks.

20 | However, the rates and the fornms shall not include any

21 | provision which would penalize the policyholder for his or her
22 | incone | evel, neighborhood, or for other factors contrary to
23| public policy.

24 (9) PONERS OF THE ASSOCI ATI ON. - - The associ ati on shal
25| have all powers necessary and proper to carry out the purposes
26 | of this section and nay:

27 (a) Enploy or retain necessary staff, including | ega
28 | staff and consultants.

29 (b) Reinburse the staff, consultants, and board

30 | nenbers for travel and expenses.

31
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(c) Borrow funds necessary to effectuate the purposes

of this section in accordance with provisions of this section

and with the plan of operation.

(d) Sue or be sued, provided that service of process

shal | be made upon the person registered with the departnent

as agent for the receipt of service of process.

(e) Negotiate and becone a party to such contracts as

are necessary to carry out the purpose of this section

Wthout limtation, the association nay enter into such

contracts with a county, nunicipality, or bond agent as

necessary in order for the county, nunicipality, or bond agent

to issue bonds under s. 125.013 or s. 166.111 or under any

other authority. In connection with the i ssuance of such bonds

and the entering into of the necessary contracts, the

associ ation nay agree to such terns and conditions as it deens

necessary and proper

(f) Provide that the association may enpl oy or

ot herwi se contract with individuals or other entities to

provide adninistrative or professional services that may be

appropriate to effectuate the plan. The associ ation shall have

the power to borrow funds, by issuing bonds or by incurring

ot her i ndebtedness, and shall have other powers reasonably

necessary to effectuate the requirenents of this subsection

The associ ation nmay i ssue bonds or incur other indebtedness,

or have bonds issued on behalf of the association by a unit of

| ocal governnent pursuant to paragraph (c) in the absence of a

hurricane or other weather-related event, upon a deternination

by the associ ati on, subject to approval by the departnent,

that such action would enable the association to efficiently

neet its financial obligations and that such financings are

reasonably necessary to effectuate the requirenents of this
83
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subsection. The association nay take any action needed to

facilitate tax-free status for any such bonds or indebtedness,

including formation of trusts or other affiliated entities.

The associ ati on nmay pl edge assessnents, projected recoveries

fromthe Florida Hurricane Catastrophe Fund, other reinsurance

recoverabl es, market equalization and ot her surcharges, and

ot her funds available to the association as security for bonds

or ot her indebtedness. Pursuant to s. 10, Art. | of the State

Constitution, prohibiting the inpairnent 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

financi ng agreenent or any revenue source committed by

contract to such bond or other indebtedness.

(g) Exercise other powers as are necessary and proper

to carry out the functions and duties of the association
Section 11. Subsection (2) of section 627.4091
Fl orida Statutes, is anended to read:

627.4091 Specific reasons for denial, cancellation, or
nonr enewal . - -

(2) (a) Each notice of nonrenewal or cancellation nust
be acconpani ed by the specific reasons for nonrenewal or
cancel l ation, including the specific underwiting reasons, if
appl i cabl e.

(b) An insurer may not cancel or nonrenew a policy

providing residential coverage as described in s. 627.4025(1)

for an underwiting reason unless the insurer provides the

policyholder, in witing, with the underwiting reason for the

cancel | ati on or nonrenewal. The reason stated nust be based

upon a specific underwiting rule on file with the departnent

or contained in an approved rating nanual of a |licensed rating

organi zation of which the insurer is a subscriber or nenber
84

CODING:Words st+ieken are deletions; words underlined are additions.




© 00 N o O W DN PP

W WNNNNMNNMNNNMNNNNRRRERRPRPEPR R PR R
P O © 0 N O 00~ WNIERPLO O ®~NOO®UuDWNPRER O

Fl ori da House of Representatives - 1998 HB 3827
94- 240- 98

nust cite to the specific underwiting rule being invoked as a

basis for the cancellation or nonrenewal, and nust state or

par aphrase such underwriting rule.

Section 12. Subsection (2) of section 627.4133,
Florida Statutes, is anended, and subsection (4) is added to
sai d section, to read:

627.4133 Notice of cancellation, nonrenewal, or
renewal premum --

(2) Wth respect to any personal lines or conmerci al
residential property insurance policy, including, but not
limted to, any honeowner's, nobile hone owner's, farnmowner's,
condom ni um associ ati on, condom nium unit owner's, apartnent
bui l ding, or other policy covering a residential structure or
its contents:

(a) The insurer shall give the nanmed insured at | east
45 days' advance witten notice of the renewal prem um

(b) The insurer shall give the naned insured witten
noti ce of nonrenewal, cancellation, or term nation at |east 90
days prior to the effective date of the nonrenewal,
cancel |l ation, or term nation. The notice nust include the
reason or reasons for the nonrenewal, cancell ation, or
ternination, except that:

1. Wen cancellation is for nonpaynent of premum at
| east 10 days' witten notice of cancellation acconpani ed by
the reason therefor shall be given.

2. Wien such cancellation or termnation occurs during
the first 90 days during which the insurance is in force and
the insurance is canceled or term nated for reasons other than
nonpaynent of premium at |east 20 days' witten notice of
cancel l ation or term nation acconpani ed by the reason therefor
shal | be given except where there has been a nateri al
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1| misstatenent or mnisrepresentation that is material to the

2 | acceptance of the risk or to the hazard assuned er—faiture—to
3 | eormpty—wth—the—underwiting—regurenrents—estabH-shed by the

4| insurer. During the 20 day notice period, if a cancellation or
5|ternmnation is for failure to conply with an underwiting

6 | requirenent established by the insurer, the insurer shal

7] allowthe insured 20 days to correct the failure prior to the
8| cancellation or ternination and if the failure is corrected

9| the policy shall not be cancelled or ternminated for that

10 | reason.

11

12 | After the policy has been in effect for 90 days, the policy

13 | shall not be canceled by the insurer except when there has

14 | been a material msstatenent, a nonpaynent of premum a

15| failure to conply with the insurer's underwiting requirenents
16 | within 90 days after notice to the policyholder of the failure
17 | provided the policyhol der does not correct the failure during
18 | the 90-day peri od estabb-shed—by—the—itnsurer—wthin—90—days—of
19 | the—date—of—effectuvationof—ecoverage, or a substantial change
20| in the risk covered by the policy or when the cancellation is
21| for all insureds under such policies for a given class of
22 | insureds. This paragraph does not apply to individually rated
23| risks having a policy termof |ess than 90 days.
24 (c) If the insurer fails to provide the notice
25| required by this subsection or fails to conply with the
26 | requirenments of s. 627.0651(13) or s. 627.4091, other than the
27 | 10-day nonpaynent of premiumnotice, the coverage provided to
28 | the naned insured shall remain in effect until the effective
29 | date of replacenent coverage or until the expiration of a
30 | period of days after the notice is given equal to the required
31| notice period, whichever occurs first. The prem umfor the
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1| coverage shall remain the sane during any such extension

2| period except that, in the event of failure to provide notice
3| of nonrenewal, if the rate filing then in effect would have

4| resulted in a prem umreduction, the prem umduring such

5| extension shall be cal cul ated based on the later rate filing.
6 (4) Wth respect to any personal lines residential

7 | property insurance policy, if the insured property is sold,

8| and a replacenent property is purchased by the naned insured
9| within 6 nonths after the closing of the sale of the insured
10 | property, the insurer providing the property insurance

11 | coverage on the insured property sold shall offer coverage for
12 | such repl acenent property if the replacenent property is of a
13 | type for which the insurer has approved rates and forns, and
14 | does not represent a substantial change in risk covered by the
15| i nsurer.

16 Section 13. Section 627.4138, Florida Statutes, is

17 | created to read:

18 627.4138 Residential coverage; restrictions on

19 | cancell ation or nonrenewal . --
20 (1) For purposes of this section, the term
21 |'residential coverage" shall have the sane neani hg as provi ded
22 |in s. 627.4025.
23 (2) An insurer may not cancel or nonrenew a policy of
24 | residential coverage because of a property danage cl ai mthat
25| arose due to causes which were not within the control of the
26 | policyhol der and does not exceed 25 percent of the insured
27 | value of the dwelling, unless there has been a simlar claim
28 | by the policyholder within the previous 5-year peri od.
29 (3) Wth regard to policyhol ders who have nai nt ai ned
30| residential coverage with an insurer for a period of at |east
31| 10 years, such insurer may not cancel or nonrenew coverage for
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such policyholder solely on the basis of a single claimwhich

was not intentionally or willfully caused by the policyhol der

(4) An insurer may not use as grounds for cancellation

or nonrenewal of a policy of residential coverage notice to

the insurer of damage to an insured property if a claimis not
filed.
(5) The provisions of this section shall suppl enent

and shall not restrict or replace any other provision of the

Florida | nsurance Code relating to the cancellation or

nonrenewal of a policy of residential coverage.

Section 14. Legislative findings; required rate

reductions. - -

(1) The Legislature finds that:

(a) The capability of the Florida Hurricane
Cat astrophe Fund established under s. 215.555, Florida
Statutes, to provide reinsurance coverage to insurers has been

substantially enhanced by this act.

(b) The act has established the Fair Access to

| nsurance Requirenents (FAIR) Pl an

(c) The act has provided for the wi nding down of the

Resi dential Property and Casualty | nsurance Joint Underwiting
Associ ation established under s. 627.351(6), Florida Statutes.
(d) The act has provided that the Residential Property

and Casualty Joint Underwriting Association will cease issuing

policies.

(e) The act has provided that the Florida Wndstorm
Underwriting Association, established under s. 627.351(2),
Florida Statutes, will reduce the geographical area in which

the such association wites policies covering comercial and

noncomerci al residential property insurance risks.
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(f) As a consequence, the act has resulted in cost

savings in taxes, adninistrative costs and other expenses

related to overhead, and other savings in the witing of

residential property insurance.

(g) It is fair and just and the interest of the public

wel fare requires that such savings be passed on to residenti al

property insurance policyholders in the formof prem um

reducti ons.
(2)(a) Wthin 60 days after the departnent issues an

order deactivating the Residential Property and Casualty Joint

Underwriting Association and termnating, pursuant to s.
215.55(6)(a)3.b., Florida Statutes, the association's plan of
operation, each insurer witing residential coverage as
described in s. 627.4025, Florida Statutes, in this state,
with respect to such coverage shall reduce its rates by 15

percent. Wien an insurer files to reduce its rates by 15

percent, the insurer shall file a certification with the

departnent that the rate adjustnent has been nade, together

with copies of the anended rati ng manual pages reflecting the

adjustnment. In lieu of filing to reduce rates by 15 percent,

an insurer may elect torefile its rates provided the insurer

denonstrates that the | evel of percentage savings to be passed

on to policyholders in view of the savings resulting fromthe

elimnation of the Residential Property and Casualty Joint

Underwriting Association and the augnentation of the Florida

Hurricane Catastrophe Fund is justified and produces a rate

differential other than 15 percent.

(b) After July 1, 2000, each insurer witing

residential property insurance in this state, with respect to

such insurance shall reflect in such insurer's next

residential property insurance rate filing with the Departnent
89
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1| of Insurance any savings resulting fromthe reduced witings

2] of the Florida Wndstorm Underwiting Association and the

3 | augnentation of the Florida Hurricane Catastrophe Fund. \When

41 the insurer files its rates, the insurer shall justify the

5] level of percentage savings to be passed on to policyhol ders
6]in view of the savings indicated pursuant to this act.

7 Section 15. The Departnent of |nsurance adopt any

8| rules necessary to inplenent the provisions of this act.

9 Section 16. Paragraph (d) of subsection (2) of section
10 | 624. 4071, Florida Statutes, is anended to read:

11 624. 4071 Special purpose honeowner insurance

12 | conpany. - -

13 (2) A special purpose honeowner insurance conpany must
14 | have a parent conpany, and both conpani es nust neet the

15| requirenents of this subsection in order for the subsidiary to
16 | qualify for and maintain a certificate of authority under this
17 | section.

18 (d) The special purpose honeowner insurance conpany

19 | nust:
20 1. Have and maintain at |least $10 nmillion in surplus
21| and ot herwi se satisfy the requirenents of s. 624. 4095.
22 2. Be a nenber of the Florida Insurance Guaranty
23 | Association and the Florida Hurricane Catastrophe Fund, and be
24 | subject to any of their required assessnents and premn um
25 | charges. However, a special purpose honmeowner i nsurance
26 | conpany nmay not be a nenber of the Florida Wndstorm
27 | Underwiting Association or the Florida Residential Property
28 | and Casualty Joint Underwriting Association, and neither the
29 | conpany nor its policyholders are subject to any assessnents
30 | by these associ ations except for energency assessnents
31| collected from policyhol ders pursuant to s.
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1| 627.351(2)(b)3.2-d. (I1l) and (6)(b)3.d. For the sole purpose

2| of levying and collecting energency assessnents and

3| determning the statewide witten prem umfor property

4| insurance, special purpose honeowner insurance conpani es shal
5| be consi dered nmenber insurers of the Florida Wndstorm

6 | Underwriting Association and the Florida Residential Property
7| and Casualty Joint Underwiting Association

8 3. Ofer coverage for all perils, including w ndstorm
9]in providing residential coverage as defined in s. 627.4025. A
10 | speci al purpose honeowner insurance conpany's rates nust be

11| filed with the departnent. After a period of 1 year fromthe
12 | date a conpany receives a certificate of authority, the

13 | conpany's rates are subject to departnent approval under s.

14 | 627. 062.

15 Section 17. Subsection (5) of section 626.918, Florida
16 | Statutes, is anended to read:

17 626.918 Eligible surplus lines insurers.--

18 (5) When it appears that any particular insurance risk
19 | which is eligible for export, but on which insurance coverage,
20| in whole or in part, is not procurable fromthe eligible

21| surplus lines insurers, after a search of eligible surplus

22 | lines insurers, then the surplus lines agent nay file a

23 | suppl enental signed statenent setting forth such facts and

24 | advising the departnent that such part of the risk as shall be
25 | unprocurabl e, as aforesaid, is being placed with naned

26 | unaut hori zed insurers, in the anbunts and percentages set

27 | forth in the statement. Such nanmed unaut horized i nsurer

28 | shall, however, before accepting any risk in this state,

29 | deposit with the departnent cash or securities acceptable to
30 | the departnment of the nmarket val ue of $50,000 for each

31| individual risk, contract, or certificate, which deposit shal
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1| be held by the departnment for the benefit of Florida

2 | policyholders only; and the surplus |ines agent shall procure
3| fromsuch unauthorized insurer and file with the departnent a
4 | certified copy of its statenent of condition as of the close

5] of the last cal endar year. |f such statenment reveals,

6 | including both capital and surplus, net assets of at |east

7 | that anobunt required for licensure of a donestic insurer, then
8 | the surplus lines agent nmay proceed to consunmate such

9| contract of insurance. Wenever any insurance risk, or any

10 | part thereof, is placed with an unauthorized insurer, as

11 | provided herein, the policy, binder, or cover note shal

12 | contain a statenment signed by the insured and the agent with
13| the following notation: "The insured is aware that certain

14 | insurers participating in this risk have not been approved to
15| transact business in Florida nor have they been decl ared

16 | eligible as surplus lines insurers by the Departnent of

17 | I nsurance of Florida. The placing of such insurance by a duly
18 | licensed surplus lines agent in Florida shall not be construed
19 | as approval of such insurer by the Departnent of |nsurance of
20| Florida. Consequently, the insured is aware that the insured
21 | has severely linmted the assistance avail abl e under the
22 | insurance |l aws of Florida. The insured is further aware that
23| he or she may be charged a reasonable per policy fee, as
24 | provided in s. 626.916(5) {4y, Hoerida—Statutes;for each
25| policy certified for export." Al other provisions of this
26 | code shall apply to such placenent the sane as if such risks
27 | were placed with an eligible surplus lines insurer
28 Section 18. Subsection (6) of section 626.932, Florida
29| Statutes, is anended to read:
30 626.932 Surplus lines tax.--
31
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(6) For the purposes of this section, the term
"prem um' neans the consideration for insurance by whatever
nane call ed and includes any assessnent, or any nenbership,
policy, survey, inspection, service, or sinmlar fee or charge
in consideration for an i nsurance contract, which itens are
deened to be a part of the premium The per-policy fee
authorized by s. 626.916(5)(4)yis specifically included wthin
the nmeaning of the term"prenmium" However, the service fee
i mposed pursuant to s. 626.9325 is excluded fromthe neani ng
of the term"prem um"

Section 19. Subsection (6) of section 626.9325,

Fl orida Statutes, is anended to read:

626. 9325 Service fee.--

(6) For the purposes of this section, the term
"prem um' neans the consideration for insurance by whatever
nane called and includes any assessnent, or any nenbership,
policy, survey, inspection, service, or sinmlar fee or charge
in consideration for an i nsurance contract, which itens are
deened to be a part of the premium The per-policy fee
authorized by s. 626.916(5)(4)yis specifically included within
the meaning of the term"prem um"

Section 20. Paragraph (o) of subsection (1) of section
626.9541, Florida Statutes, is anended to read:

626. 9541 Unfair nethods of conpetition and unfair or
deceptive acts or practices defined.--

(1) UNFAIR METHODS OF COVPETI TI ON AND UNFAI R OR
DECEPTI VE ACTS. --The followi ng are defined as unfair nethods
of conpetition and unfair or deceptive acts or practices:

(o) Illegal dealings in prem uns; excess or reduced
charges for insurance. --
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1 1. Knowingly collecting any sumas a prem umor charge
2| for insurance, which is not then provided, or is not in due

3| course to be provided, subject to acceptance of the risk by

4| the insurer, by an insurance policy issued by an insurer as

5| pernmitted by this code.

6 2. Knowingly collecting as a prem umor charge for

7 | insurance any sumin excess of or less than the preni um or

8 | charge applicable to such insurance, in accordance with the

9| applicable classifications and rates as filed with and

10 | approved by the departnent, and as specified in the policy;
11 ) or, in cases when classifications, premuns, or rates are not
12 | required by this code to be so filed and approved, preniuns
13 | and charges in excess of or less than those specified in the
14 | policy and as fixed by the insurer. This provision shall not
15| be deened to prohibit the charging and coll ection, by surplus
16 | lines agents licensed under part VIII of this chapter, of the
17 | amount of applicable state and federal taxes, or fees as

18 | authorized by s. 626.916(5){4), in addition to the prem um
19 | required by the insurer or the charging and collection, by
20| licensed agents, of the exact ampunt of any discount or other
21| such fee charged by a credit card facility in connection with
22 | the use of a credit card, as authorized by subparagraph (q)3.
23| in addition to the premiumrequired by the insurer. This
24 | subparagraph shall not be construed to prohibit collection of
25| a premiumfor a universal life or a variable or indetermnate
26 | val ue insurance policy nmade in accordance with the terns of
27 | the contract.
28 3.a. Inposing or requesting an additional prem umfor
29| a policy of notor vehicle liability, personal injury
30 | protection, nedical paynent, or collision insurance or any
31 | conbination thereof or refusing to renew the policy solely
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1| because the insured was involved in a notor vehicle accident
2| unless the insurer's file contains information fromwhich the
3|insurer in good faith determines that the insured was

4| substantially at fault in the accident.

5 b. An insurer which inposes and collects such a

6 | surcharge or which refuses to renew such policy shall, in

7 | conjunction with the notice of prem umdue or notice of

8 | nonrenewal, notify the naned insured that he or she is

9| entitled to rei mbursenent of such anount or renewal of the

10| policy under the conditions listed below and will subsequently
11 | reinburse himor her or renew the policy, if the naned insured
12 | denponstrates that the operator involved in the accident was:
13 (1) Lawfully parked;

14 (1) Reinbursed by, or on behalf of, a person

15 | responsible for the accident or has a judgnent agai nst such
16 | person;

17 (I'11) Struck in the rear by another vehicle headed in
18 | the sane direction and was not convicted of a noving traffic
19 | violation in connection with the accident;
20 (V) Hit by a "hit-and-run" driver, if the accident
21| was reported to the proper authorities within 24 hours after
22 | di scovering the accident;
23 (V) Not convicted of a nmoving traffic violation in
24 | connection with the accident, but the operator of the other
25 | autonobil e involved in such accident was convicted of a noving
26 | traffic violation
27 (VI) Finally adjudicated not to be liable by a court
28 | of conpetent jurisdiction
29 (VIl) Inreceipt of atraffic citation which was
30 | di smissed or nolle prossed; or
31
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1 (VI11) Not at fault as evidenced by a witten

2| statenment fromthe insured establishing facts denbnstrating

3| lack of fault which are not rebutted by information in the

4 ) insurer's file fromwhich the insurer in good faith deternines
5] that the insured was substantially at fault.

6 c. In addition to the other provisions of this

7 | subpar agraph, an insurer may not fail to renew a policy if the
8 | insured has had only one accident in which he or she was at

9| fault within the current 3-year period. However, an insurer

10 | may nonrenew a policy for reasons other than accidents in

11 | accordance with s. 627.728. This subparagraph does not

12 | prohibit nonrenewal of a policy under which the insured has

13| had three or nore accidents, regardl ess of fault, during the
14 | nost recent 3-year period.

15 4. | nposing or requesting an additional prem umfor

16 | or refusing to renew, a policy for notor vehicle insurance

17 | solely because the insured conritted a noncrimnal traffic

18 | infraction as described in s. 318.14 unless the infraction is:
19 a. A second infraction commtted within an 18-nonth
20| period, or a third or subsequent infraction commtted within a
21| 36-nonth peri od.
22 b. A wviolation of s. 316.183, when such violation is a
23 | result of exceeding the lawful speed lint by nore than 15
24 | mles per hour.
25 5. Upon the request of the insured, the insurer and
26 | licensed agent shall supply to the insured the conpl ete proof
27 | of fault or other criteria which justifies the additiona
28 | charge or cancell ation
29 6. No insurer shall inpose or request an additiona
30| premium for notor vehicle insurance, cancel or refuse to issue
31| a policy, or refuse to renew a policy because the insured or
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the applicant is a handi capped or physically disabled person
so |l ong as such handi cap or physical disability does not
substantially inmpair such person's nechanically assisted
driving ability.

7. No insurer may cancel or otherw se term nate any
i nsurance contract or coverage, or require execution of a
consent to rate endorsenent, during the stated policy termfor
t he purpose of offering to issue, or issuing, a simlar or
i dentical contract or coverage to the sane insured with the
sanme exposure at a higher premiumrate or continuing an
exi sting contract or coverage with the sane exposure at an
i ncreased premi um

8. No insurer may issue a nonrenewal notice on any
i nsurance contract or coverage, or require execution of a
consent to rate endorsenent, for the purpose of offering to
i ssue, or issuing, a simlar or identical contract or coverage
to the sane insured at a higher premumrate or continuing an
exi sting contract or coverage at an increased prem um w t hout
neeting any applicable notice requirenents.

9. No insurer shall, with respect to preniuns charged
for nmotor vehicle insurance, unfairly discrimnate solely on
the basis of age, sex, marital status, or scholastic
achi evenent .

10. I nposing or requesting an additional prem umfor
not or vehicl e conprehensive or uninsured notorist coverage
sol ely because the insured was involved in a notor vehicle
accident or was convicted of a noving traffic violation

11. No insurer shall cancel or issue a nonrenewal
notice on any insurance policy or contract without conplying
wi th any applicable cancellation or nonrenewal provision
requi red under the Florida I nsurance Code.
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1 12. No insurer shall inpose or request an additiona

2| premium cancel a policy, or issue a nonrenewal notice on any
3 | insurance policy or contract because of any traffic infraction
4 | when adj udi cati on has been w thheld and no points have been

5| assessed pursuant to s. 318.14(9) and (10). However, this

6 | subpar agraph does not apply to traffic infractions involving

7 | accidents in which the insurer has incurred a | oss due to the
8| fault of the insured.

9 Section 21. The sum of $2,000,000 is hereby

10 | appropriated fromthe | nsurance Conmi ssioner's Regul atory

11| Trust Fund to the Departnment of |nsurance for fiscal year

12 ] 1998-1999 for the purpose of funding any contract authorized
13 | under s. 627.0629(12), Florida Statutes.

14 Section 22. The sum of $300, 000 is hereby appropriated
15| fromthe | nsurance Conmm ssioners Regulatory Trust Fund to the
16 | Departnent of Insurance for fiscal year 1998-1999 for the

17 | purpose of funding two positions and adm nistrative expenses
18 | of the departnent in inplenmenting the provisions of this act.
19 Section 23. Subsection (6) of section 627.062, Florida
20| Statutes, and section 627.0628, Florida Statutes, are hereby
21| repeal ed
22 Section 24. |f any provision of this act or the
23 | application thereof to any person or circunmstance is held
24 | invalid, the invalidity shall not affect other provisions or
25 | applications of the act which can be given effect without the
26 | invalid provision or application, and to this end the
27 | provisions of this act are decl ared severabl e.
28 Section 25. This act shall take effect upon beconming a
29 | | aw.
30
31
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2 HOUSE SUVMMARY

3
El i m nates the Residenti al PropertY and Casualty Joint

4 Underwriting Association, reduces the geographi¢c scope of
the Florida W ndstorm Underwiting Associ ation, and

5 expands the financing capabilitieS of the Florida
Hurri cane Catastrophé Fund. Establishes the Florida

6 Access to Insurance Requirenents (FAIR) Plan to ensure
fair access to insurance requirenents, to assure the

7 availability of residential property iInsurance for risks
that are owher occupi ed, |ow value and high hazard, and

8 that are unable to obtain residential ﬂroEerty i nsur ance
in the authorized market and creates the Florida FAR

9 Pl an Association to facilitate in assisting in the
upgr adi ng of owner-occupi ed | owval ue hi gh-hazard

10 reSidential property. See bill for details.

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

99

CODING:Words st+ieken are deletions; words underlined are additions.




