Fl ori da House of Representatives - 1999 HB 1979

By the Conmittee on | nsurance and Representatives Bainter
Patterson, Dockery, Bitner, Waters, Byrd, Goode and Lawson

1 Abill to be entitled

2 An act relating to property insurance; anending
3 ss. 624.4071 and 624. 4072, F.S.; revising

4 cross-references; anmending s. 626.752, F.S.

5 excludi ng risks renoved fromthe Florida

6 W ndst orm Underwriting Association fromcertain
7 i nsurer information notice requirenments;

8 anending s. 626.916, F.S.; increasing the fee
9 limt for insurance policies certified for

10 export; anending s. 627.0629, F.S.; requiring a
11 rating manual for residential property

12 i nsurance; requiring the nmanual to contain

13 certain criteria; providing for residential

14 property insurance policies that provide only
15 W ndst orm coverage; anending s. 627.351, F.S.
16 revising provisions relating to the Florida

17 W ndst orm Underwriting Association; defining
18 "qualified offer of coverage"; providing for
19 i mposing a deficit surcharge under certain
20 ci rucnstances; providing criteria; specifying
21 that a narket equalization surcharge is in
22 addition to the deficit surcharge; providing
23 restrictions to coverage by the association
24 providing for inclusion of w ndstorm coverage
25 in certain insurance policies under certain
26 ci rcunstances; providing insurer requirenents
27 for risks renoved fromthe associ ati on
28 aut hori zing the association to enter into
29 certain agreenents to renove policies fromthe
30 association; clarifying certain imunity from
31 liability for certain persons and entities;
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1 revising provisions relating to the Residenti al
2 Property and Casualty Joint Underwiting

3 Associ ation; defining "qualified offer of

4 coverage"; providing restrictions to coverage

5 by the association; deleting a requirenent that
6 t he associ ati on board adopt a writings

7 reduction program anending s. 627.3511, F. S

8 revising provisions relating to exposure

9 reduction through depopul ati on of the

10 Resi dential Property and Casualty Joint

11 Underwriting Association; clarifying

12 | egislative intent; requiring the association
13 board to adopt a programto reduce exposure and
14 policy issuance and renewal ; providing for a

15 personal residential take-out bonus; providing
16 criteria; providing for exenptions fromcertain
17 deficit assessnents; deleting an agent bonus or
18 exenption eligibility limtation; anending s.
19 627. 3515, F.S.; amending the nmarket assistance
20 plan to only apply to casualty risks;

21 speci fyi ng governance of the narket assistance
22 pl an by a board of governors; anending s

23 627.4025, F.S.; revising a definition; anmending
24 s. 627.701, F.S.; revising provisions relating
25 to deductibles; providing lintations; creating
26 s. 627.70115, F.S.; providing for suppl enental
27 residential property insurance; repealing s.

28 627.701(8), F.S., relating to certain

29 deducti bl es for hurricane coverage for

30 commercial lines residential insurance;

31 providing effective dates.
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Be It Enacted by the Legislature of the State of Florida:

Section 1. Effective April 1, 2000, paragraph (d) of
subsection (2) of section 624.4071, Florida Statutes, is
amended to read:

624. 4071 Special purpose honeowner insurance
conpany. - -

(2) A special purpose honeowner insurance conpany must
have a parent conpany, and both conpani es nust neet the
requirenments of this subsection in order for the subsidiary to
qualify for and naintain a certificate of authority under this
secti on.

(d) The special purpose honeowner insurance conpany
nmust :

1. Have and maintain at |least $10 nmillion in surplus
and ot herwi se satisfy the requirenents of s. 624. 4095.

2. Be a nenber of the Florida Insurance Guaranty
Associ ation and the Florida Hurricane Catastrophe Fund, and be
subject to any of their required assessnents and premi um
charges. However, a special purpose honeowner insurance
conpany may not be a nenber of the Florida Wndstorm
Underwriting Association or the Florida Residential Property
and Casualty Joint Underwriting Association, and neither the
conpany nor its policyholders are subject to any assessnents
by these associ ati ons except for energency assessnents
coll ected from policyhol ders pursuant to s.
627.351(2)(b)2.d. 1 V(+HH+)yand (6)(b)3.d. For the sol e purpose
of levying and coll ecting energency assessnents and
determning the statewide witten preniumfor property
i nsurance, special purpose honeowner insurance conpani es shal
be consi dered nenber insurers of the Florida Wndstorm

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

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

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

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

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

9| 627.062.

10 Section 2. Effective April 1, 2000, paragraph (b) of
11 | subsection (1) of section 624.4072, Florida Statutes, 1998

12 | Suppl enent, is anended to read:

13 624. 4072 Mnority-owned property and casualty

14 | insurers; limted exenption for taxation and assessnents. --

15 (1) A mnority business that is at |east 51 percent

16 | owned by nminority persons, as defined in s. 288.703(3),

17 | initially issued a certificate of authority in this state as
18 | an authorized insurer after May 1, 1998, to wite property and
19 | casualty insurance shall be exenpt, for a period not to exceed
20| 5 years fromthe date of receiving its certificate of
21| authority, fromthe foll owi ng taxes and assessnents:
22 (b) Assessnents by the Florida Residential Property
23| and Casualty Joint Underwiting Association or by the Florida
24 | Wndstorm Underwiting Association, as provided under s.
25| 627. 351, except for energency assessnents collected from
26 | policyhol ders pursuant to s. 627.351(2)(b)2.d.I|VH+j)and
271 (6)(b)3.d. Any such insurer shall be a nenber insurer of the
28 | Florida Wndstorm Underwiting Association and the Florida
29 | Residential Property and Casualty Joint Underwiting
30 | Association. The prenmiuns of such insurer shall be included in
31| determining, for the Florida Wndstorm Underwiting
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Associ ation, the aggregate statewide direct witten prem um
for property insurance and in determning, for the Florida
Resi dential Property and Casualty Joint Underwiting

Associ ation, the aggregate statewide direct witten prem um
for the subject lines of business for all nenber insurers.

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

626. 752 Exchange of business. --

(5) Wthin 15 days after the last day of each nonth,
any insurer accepting business under this section shall report
to the departnent the nane, address, tel ephone nunber, and
soci al security nunber of each agent fromwhich the insurer
received nore than 24 personal lines risks during the cal endar
year, except for risks being renoved fromthe Residential
Property and Casualty Joint Underwiting Association or the
Fl ori da Wndstorm Underwriting Association and placed with

that insurer by a brokering agent. Once the insurer has
reported pursuant to this subsection an agent's nanme to the
departnent, additional reports on the sane agent shall not be
requi red. However, the fee set forth in s. 624.501 shall be
paid for the agent by the insurer for each year until the
insurer notifies the departnent that the insurer is no |onger
accepting business fromthe agent pursuant to this section
The insurer nmay require that the agent reinburse the insurer
for the fee

Section 4. Subsection (4) of section 626.916, Florida
Statutes, is anended to read:

626.916 Eligibility for export.--

(4) A reasonable per-policy fee, not to exceed$50

$25, may be charged by the filing surplus lines agent for each

policy certified for export.
5
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1 Section 5. Subsection (1) of section 627.0629, Florida
2| Statutes, is amended, and subsection (11) is added to said

3| section, to read

4 627.0629 Residential property insurance; rate

5| filings.--

6 (1) Effective July 1, 2000 1994, a rating nanual rate
7| H+ng for residential property insurance nust include

8 | appropriate discounts, credits, or other rate differentials,
9| or appropriate reductions in deductibles, for properties on
10 | which fixtures or construction techni ques actuarially

11 | denmonstrated to reduce the anmount of loss in a w ndstorm have
12 | been installed or inplenented. The fixtures or construction
13 | techni ques shall include, but shall not Ilimted to, fixtures
14 | or techni ques whi ch enhance roof strength, roof to wal

15| strength, wall to floor to foundation strength, and w ndow,
16 | door, and skylight strength.

17 (11) An insurer may wite a residential property

18 | i nsurance policy that provides only w ndstorm coverage.

19 Section 6. Effective April 1, 2000, subsections (2)
20| and (6) of section 627.351, Florida Statutes, 1998 Suppl enent,
21 | are anmended to read
22 627.351 |Insurance risk apportionnent plans.--
23 (2) W NDSTORM | NSURANCE RI SK APPORTI ONMVENT. - -
24 (a) Agreenents nmay be nmade anpbng property insurers
25| with respect to the equitabl e apporti onnent anong them of
26 | i nsurance which nay be afforded applicants who are in good
27 | faith entitled to, but are unable to procure, such insurance
28 | through ordi nary nethods; and such insurers nay agree anpng
29 | thensel ves on the use of reasonable rate nodifications for
30 | such insurance. Such agreenents and rate nodifications shal
31| be subject to the applicable provisions of this chapter
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(b) The departnent shall require all insurers holding
a certificate of authority to transact property insurance on a
direct basis in this state, other than joint underwiting
associ ations and other entities forned pursuant to this
section, to provide wi ndstorm coverage to applicants from
areas determned to be eligible pursuant to paragraph (c) who
in good faith are entitled to, but are unable to procure, such
coverage through ordinary neans; or it shall adopt a
reasonabl e plan or plans for the equitabl e apportionnent or
shari ng anong such insurers of w ndstorm coverage, which may
include formation of an association for this purpose. As used
in this subsection, the term"property insurance" neans
i nsurance on real or personal property, as defined in s.

624. 604, including insurance for fire, industrial fire, allied
lines, farnowners nultiperil, honeowners' nultiperil,
commercial multiperil, and nobile honmes, and including
liability coverages on all such insurance, but excluding
inland marine as defined in s. 624.607(3) and excl uding

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

i nsurance on nobil e hones used as pernmanent dwellings. The
departnent shall adopt rules that provide a fornmula for the
recovery and repaynent of any deferred assessnents.

1l.a. 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.

b. An applicant or policyholder is eligible for
coverage only if a qualified offer of coverage cannot be

7

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




© 00 N o O W DN PP

W WNNNNMNNMNNNMNNNNRRRERRPRPEPR R R R
P O © 0 N O 00~ WNIRPLO O N DWNPRER O

Fl ori da House of Representatives - 1999 HB 1979
200- 524A-99

obtai ned by or for the applicant or existing policyhol der

For purposes of this subsection, a "qualified offer of

coverage" is an offer of coverage cannot—be obtained by or for

the applicant or policyholder froman authorized atmtted
insurer at approved rates or froma surplus lines insurer

rated at |least B++ by A M Best, except, for a personal lines

residential risk with policy dwelling linmits of less than

$500, 000, a "qualified offer of coverage" shall be an offer of

coverage obtained by or for the applicant or policyholder from

an authorized insurer at approved rates.

2.a.(1) Al insurers required to be nmenbers 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 nmenber 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
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

8
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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 revi ew of annual statenents,
other reports, and any other statistics that the conmi ssioner
deens necessary, shall certify to the association the
aggregate direct premuns 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 consuner representative and 1

agent representative appointed by the | nsurance Conm ssioner

1 consuner representative appointed by the Governor, and 12
addi ti onal nenbers appointed as specified in the plan of
operation. &re O the 12 additional nenbers, one shall be

el ected by the donestic conpanies of this state on the basis
of cunmul ative weighted voting based on the net direct prem uns
of donestic conpanies in this state, and one shall be a

surplus lines insurer designated by the Florida Surplus Lines

Associ ation. Nothing in the 1997 anendnents to this paragraph
ternm nates the existing board or the terns of any nenbers of
t he board.

(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 assessnent pursuant to
sub- sub- subparagraph d. (1) or sub-sub-subparagraph d.(11).

(1Y) A conpany which is a nenber of a group of
conpani es under conmon nmanagenent may elect to have its
credits applied on a group basis, and any conmpany or group nmay

9
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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).
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9 b. Assessnents to pay deficits in the association
10 | under this subparagraph shall be included as an appropriate
11| factor in the making of rates as provided in s. 627.3512.
12 c. The Legislature finds that the potential for
13| unlinmted deficit assessments under this subparagraph nay
14 | induce insurers to attenpt to reduce their witings in the
15| voluntary market, and that such actions would worsen the
16 | availability problens that the association was created to
17 | renedy. It is the intent of the Legislature that insurers
18 | remmin fully responsible for paying regular assessnents and
19 | collecting energency assessnents for any deficits of the
20 | association fromtheir policyhol ders, and that association
21| policyhol ders assune a greater share of the responsibility for
22 | association deficits; however, it is also the intent of the
23| Legislature to provide a neans by which assessnent liabilities
24 | may be anortized over a period of years.
25 d. (1) Wien the deficit incurred in a particul ar
26 | cal endar year does not exceed the maxi mum anount of deficit
27 | surcharge for which association policyholders are |liable under
28 | thi s sub-sub-subparagraph, the association shall inpose a
29 | uni form percentage deficit assessnent upon associ ati on
30| policyholders in an anount sufficient to recover any deficit.
31| The association shall bill policyholders for the deficit
11
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sur charge upon policy renewal foll ow ng board approval .

Pol i cyhol ders subject to paynent of the deficit surcharge

shal |l be those policyholders of record as of the date the

board finds a deficit exists and approves the inposition of a

deficit surcharge. The association may deduct the anount of

any deficit surcharge fromany paynent the associati on may owe

to a policyholder. For cal endar year 2000, the nmaximum

deficit surcharge anount the association nay i npose on

associ ation policyholders is $100 mllion. In each subsequent

cal endar year beginning in 2001, the nmaxi rum anount of deficit

surcharge for which association policyholders shall be liable

shall be $100 million Il ess a percentage anpunt equal to the

cunmul ati ve statew de average percentage rate increases

approved for the association for the period January 1, 2000,

through the date in which the surcharge is approved. |f any

portion of the deficit surcharge renains uncoll ected after one

year, the association shall assess nmenber insurers for the

regul ar assessnents. Deficit surcharges under this

sub- sub- subpar agraph are not consi dered prenmi um and are not

subj ect to comi ssions, fees, or prem umtaxes; however,

failure to pay a deficit surcharge shall be treated as failure

to pay prem um
(1'1)H) When the deficit incurred in a particul ar
cal endar year exceeds the anount in sub-sub-subparagraph (1)

and is also 10 percent or |less of the aggregate statew de

direct witten prenmiumfor property insurance for the prior
cal endar year for all nenber insurers, the association shal
i npose the maxi num deficit surcharge anobunt on associ ation

policyhol ders and a regul ar assessnent agai nst trewvy—an
assesstent—on nmenber insurers for that portion of iAan—afrount

12
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egual—to the deficit which exceeds the maxi num anpbunt of the
deficit surcharge

(I11) )y Wien the deficit incurred in a particular
cal endar year exceeds the anount in sub-sub-subparagraph (1)

and 10 percent of the aggregate statewide direct witten
prem um for property insurance for the prior calendar year for
all nmenber insurers, the association shall inpose the nmaxi num

anmount of deficit surcharge on association policyholders and a

regul ar assessnent agai nst trevy—an—assesstrent—oen nmenber

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

the deficit or 10 percent of the aggregate statew de direct
written prem umfor property insurance for the prior cal endar
year for nenber insurers for that portion of the deficit which

exceeds the nmaxi nrum anount of deficit surcharge. Any renaififg

deficit remmining after the board levies a regular deficit and

i nposes a deficit surcharge on associati on policyhol ders shal

be recovered through energency assessnents under
sub- sub- subpar agr aph(1V) (++)-.
(I'V)tH+) Upon a determnation by the board of
directors that a deficit exceeds the anpbunt that will be
recovered through deficit surcharges agai nst policyhol ders and

regul ar assessnents on nenber insurers, pursuant to
sub- sub- subpar agr aphs stb-sub-stbparagraph (1), or
stb—sub-stbparagraph (11), and (111),the board shall levy, in

addition to such surcharges and assessnents, after

verification by the departnent, energency assessnents to be
coll ected by nmenber insurers, by surplus lines insurers, and

by underwriting associations created pursuant to this section

which wite property insurance, upon issuance or renewal of

property insurance policies other than National Flood

I nsurance policies in the year or years followi ng | evy of the
13
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regul ar assessnents. The anmobunt of the energency assessment
collected in a particular year shall be a uniform percentage
of that year's direct witten premiumfor property insurance
for all nmenber insurers, surplus lines insurers, and

underwiting associations, excluding National Flood |Insurance
policy premiuns, as annually determ ned by the board and
verified by the departnent. The departnent shall verify the
arithnmetic calculations involved in the board' s determ nation
within 30 days after receipt of the information on which the
determ nati on was based. Notwi thstandi ng any other provision
of | aw, each nmenber insurer, each surplus lines insurer, and

each underwriting association created pursuant to this section

shal |l collect enmergency assessnents fromits policyhol ders

wi t hout such obligation being affected by any credit,

limtation, exenption, or defernent. The energency

assessnents so collected shall be transferred directly to the

association on a periodic basis as determ ned by the

associ ati on. The aggregate anobunt of energency assessnents

| evi ed under this sub-sub-subparagraph in any cal endar year

may not exceed the greater of 10 percent of the anbunt needed

to cover the original deficit, plus interest, fees,

conm ssions, required reserves, and other costs associ ated

with financing of the original deficit, or 10 percent of the

aggregate statewide direct witten prem umfor property

i nsurance written by nmenber insurers and underwriting

associations for the prior year, plus interest, fees,

conmm ssions, required reserves, and other costs associ ated

with financing the original deficit. The board may pl edge the

proceeds of the enmergency assessnents under this

sub- sub- subpar agraph as the source of revenue for bonds, to

retire any other debt incurred as a result of the deficit or
14
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events giving rise to the deficit, or in any other way that
the board determines will efficiently recover the deficit. The
ener gency 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

(V) t+¥)- Each nenber insurer's share of the total
regul ar assessnents under sub-sub-subparagraph(ll) {+yor
sub- sub- subpar agraph(l11){+)yshall be in the proportion
that the insurer's net direct premumfor property insurance
inthis state, for the year preceding the assessnent bears to
the aggregate statew de net direct prenmiumfor property
i nsurance of all nenber insurers, as reduced by any credits
for voluntary witings for that year.

(M)W If regular deficit assessnents are made under
sub- sub- subpar agraph(1 1) {+)yor sub-sub-subparagraph(l11)

4+, or by the Residential Property and Casualty Joint

Underwriting Association 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 mar ket equalization surcharge in a percentage equal to the
total anount of such regul ar assessnents divided by the
aggregate statewide direct witten prem umfor property
15
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i nsurance for nenber insurers for the prior cal endar year

Mar ket equal i zation surcharges under this sub-sub-subparagraph
are not considered prenmiumand are not subject to conm ssions,
fees, or prem umtaxes; however, failure to pay a market
equal i zation surcharge shall be treated as failure to pay
premium The nmarket equali zation surcharge shall be in

addition to any deficit surcharge i nposed on associ ati on

pol i cyhol ders pursuant to this sub-subparagraph

e. The governing body of any unit of |ocal governnent,
any residents of which are insured under the plan, nmay issue
bonds as defined in s. 125.013 or s. 166.101 to fund an
assi stance program in conjunction with the association, for
t he purpose of defraying deficits of the association. |In order
to avoid needl ess and indiscrinmnate proliferation
duplication, and fragnmentation of such assi stance prograns,
any unit of local governnent, any residents of which are
i nsured by the association, may provide for the paynment of
| osses, regardl ess of whether or not the | osses occurred
within or outside of the territorial jurisdiction of the |oca
governnment. Revenue bonds nmay not be issued until validated
pursuant to chapter 75, unless a state of energency is
decl ared by executive order or proclamation of the Governor
pursuant to s. 252.36 naking such findings as are necessary to
determine that it is in the best interests of, and necessary
for, the protection of the public health, safety, and genera
wel fare of residents of this state and the protection and
preservation of the econonic stability of insurers operating
inthis state, and declaring it an essential public purpose to
permt certain nmunicipalities or counties to i ssue bonds as
will provide relief to claimnts and policyhol ders of the
associ ation 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 |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 adnmtted 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.

3. The plan shall also provide that any nenber with a
surplus as to policyholders of $20 mllion or less witing 25
percent or nore of its total countryw de property insurance
premuns in this state nmay 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

17
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shall a limted apportionnment conpany be required to
participate in any apportionnment of |osses pursuant to

sub- sub- subpar agraph 2.d. (11){+)}or sub-sub-subparagraph

2.d. (111)tH)in the aggregate which exceeds $50 nmillion after
payrment of available plan funds in any cal endar year. However,
a limted apportionnment conpany shall collect fromits

pol i cyhol ders any energency assessnent inposed under

sub- sub- subpar agraph 2.d. (1V){+H+). The plan shall provide
that, if the departnent determ nes that any regul ar assessment
Will result in an inpairnment of the surplus of a linmted
apportionnent conpany, the departnment may direct that all or
part of such assessnent be deferred. However, there shall be
no limtation or defernent of an energency assessnent to be
coll ected from policyhol ders under sub-sub-subparagraph
2.d. (1 V) tHH).

4. The plan shall provide for the defernent, in whole
or in part, of a regular assessnent of a nenber insurer under
sub- sub- subpar agraph 2.d. (11){+)}or sub-sub-subparagraph
2.d.(II1)t+H), but not for an emergency assessment collected
from pol i cyhol ders under sub-sub-subparagraph 2.d. (1V) {+H+),
if, in the opinion of the comi ssioner, paynent of such
regul ar assessnent woul d endanger or inpair the solvency of
the nmenber insurer. In the event a regul ar assessnent agai nst
a nmenber insurer is deferred in whole or in part, the anopunt
by which such assessnent is deferred may be assessed agai nst
the other nenber insurers in a manner consistent with the
basis for assessnents set forth in sub-sub-subparagraph
2.d. (II)¢tHor sub-sub-subparagraph 2.d. (I111) 5.

5.a. The plan of operation may include deductibles and
rules for classification of risks and rate nodifications

18
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consistent with the objective of providing and maintaining
funds sufficient to pay catastrophe | osses.

b. The association shall fay require arbitration of a
rate filing under s. 627.062(6). It is the intent of the
Legislature that the rates for coverage provided by the
associ 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. Coverage by the association shall be restricted as

foll ows:
(1) For china and gl assware, jewelry and gens,

artwork, and furs, the lint of liability shall be $250,

individually or in total, by category.

(I'1) Tiki huts, gazebos, chickees, tennis courts,

detached living quarters for donmestic enpl oyees, hot tubs,

spas, pool houses, statuaries, satellite dishes, sw nmming

pools, or other simlar structures shall not be covered by the

associ ati on.

(I'1l) Contents coverage offered by the association

shall be limted to a naxi num of 50 percent of the dwelling

limts for residential property and 50 percent of the covered

building linmts for nonresidential conmercial property.

19
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(1V) Additional living expenses coverage offered by

the association shall be limted to a maxi num of 10 percent of

the dwelling limts for residential property.

(V) The association shall provide w ndstorm coverage

for dwellings under personal lines residential policies up to

the first $500,000 of windstorm/|osses. The association nay

provi de wi ndstorm coverage for dwellings in excess of the

first $500,000 in windstormlosses only if a new applicant or

exi sting policyholder is unable to secure separate coverage

for that potion of |osses in excess of $500,000 froma surplus

lines insurer rated at |least B++ by A M Best and from an

aut hori zed i nsurer.

(VI) The association shall provide for wi ndstorm
coverage on conmercial lines residential properties inlimts
up to the first $5%16 nillion fer—coemercial—tines

o ol il I L F o
restdent+a—+i+sks. |If coverage with the association is sought
for a coomercial lines residential risk valued in excess of

these linmts, 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
secured for that portion of |osses in excess of $5 mllion

froma surplus lines insurer rated at | east B++ by A M Best
and from an authorized insurer loeecatedinthe—-authorized
et T . a1
o ekt I L I
v o ekt I L »
. 1 ableti I o I ket I
L . I et e ed
" I it et F I . I
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. , I o I .
approptiate-

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'1) Whether the uncertainty associated with the
i ndividual risk is such that an appropriate prem um cannot be
det er nmi 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.(l) The policies issued by the association nust
provide that if the association obtains a qualified an offer
of coverage t+roman—atthortzed—insurer—to—ecover—therisk—at
rts—approved—+ates under either a standard policy including
wi nd coverage or, if consistent with the insurer's
underwiting rules as filed with the departnent, a basic
policy including wind coverage, the risk shall be ineligible
is—neo—toenger—eti-giblte for continued coverage through the
association. At |least 90 days before term nating Ypoen
termnat+on—of eligibility, the association shall provide
written notice to the policyholder, the insurer providing the

coverage for perils other than wi ndstorm and t he agent of
21
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record stating that the association policy nust be nonrenewed

canceted—as—of—60—days—after—thedate—of—thenotiee because of
the qualified offer of coverage froeman—authorrzed—instrer.

The associ ation shall give the insurer providing coverage to

the policyholder for perils other than wi ndstormat |east 30

days fromthe date the associati on provides the notice of

nonrenewal to provide wi ndstorm coverage to the policyhol der

If the insurer providing the coverage for perils other than

wi ndstormrefuses to provide wi ndstorm coverage, the

associ ati on shall approve the offer of coverage from anot her

i nsurer and shall nonrenew the association policy. The

associ ati on shall not accept an application for new or renewal

coverage unl ess the application contains the policy nunber and

t he nane and address of the insurer providing coverage for

perils other than windstorm This sub-sub-subparagraph shal

not apply to policies for which an offer of coverage i s nade

to a new policyholder within the first 90 days of the policy

term pursuant to sub-sub-subparagraph (11). Qher provisions

of the insurance code relating to cancellation and notice of
cancel l ation do not apply to actions under this
sub- subpar agr aph.

(I'1) The association may authorize an insurer making a

coverage offer to a new policyholder within the first 90 days

of the policy termto assune both the wi ndstorm portion of the

ri sk and any underlying coverage for perils other than

windstorm |f the association approves the coverage offer

the insurer providing the underlying coverage shall be

required to cancel the coverage, effective on the date the

Wi ndstorm coverage is to be assuned by the insurer renoving

the windstormrisk fromthe associati on. The associ ati on

shall actively solicit offers of coverage for new
22
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policyhol ders from authorized insurers during the first 90

days of coverage.

f. Association policies and applications nust include
a notice that the association policy could, under this
section, be replaced with a policy pursuant to a qualified

of fer of coverage issued—by—an—autherized—insurer that does

not provide coverage identical to the coverage provided by the

association or at the sane rate. The notice shall al so specify

t hat acceptance of association coverage creates a concl usive
presunption that the applicant or policyholder is aware of
this potential.

g. Wien the association enters into a contractua

agreenent for the renoval of risks by an insurer, the insurer

shal | :
(1) Pay to the producing agent of record of the

associ ation policy an anount equal to the insurer's usual and

customary conmm ssion for the type of policy witten; or

(1) Ofer to allow the producing agent of record of

the association policy to continue servicing the policy for a

period of not |ess than one year and offer to pay the agent

the insurer's usual and customary conmission for the type of

policy witten. This sub-sub-subparagraph does not apply if

the agent is also the agent of record on the new coverage.

(h) The association nmay enter into actuarially sound

guota share agreenents with authorized insurers offering to

renove policies fromthe association. The association mnust

denonstrate that the anount of premiumtransferred per unit of

liability retained would reduce both the |ikelihood of a

deficit surcharge or assessnent |evy and the anount of any

such surcharge or levy. Any quota share agreenent nust

provide for a pro rata distribution of any paynents received
23
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fromthe Florida Hurricane Catastrophe Fund and nust be for a

term not exceeding 3 years.

6.a. The plan of operation may authorize the fornmation
of a private nonprofit corporation, a private nonprofit
uni ncor porated association, a partnership, a trust, alinted
liability conpany, or a nonprofit nutual conpany which may be
enpower ed, anong ot her things, to borrow noney by issuing
bonds or by incurring other indebtedness and to accunul ate
reserves or funds to be used for the paynent of insured
cat astrophe | osses. The plan nmay 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 nobney; 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
may i ssue bonds or incur other indebtedness, or have bonds
i ssued on its behalf by a unit of |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

24
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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 inmpair any bond indenture or
financi ng agreenent or any revenue source conmitted by
contract to such bond or other indebtedness issued or incurred
by the association or any other entity created under this
subsecti on.

7. On such coverage, an agent's renuneration shall be
t hat anmount of nobney payable to the agent by the terns of his
or her contract with the conpany with which the business is
pl aced. However, no conmission will be paid on that portion of
the premiumwhich is in excess of the standard prem um of that
conpany.

8. Subject to approval by the departnent, the
association nmay establish different eligibility requirenents
and operational procedures for any line or type of coverage

25
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for any specified eligible area or portion of an eligible area
if the board determ nes that such changes to the eligibility
requi rements and operational procedures are justified due to
the voluntary nmarket being sufficiently stable and conpetitive
in such area or for such Iine or type of coverage and that
consuners who, in good faith, are unable to obtain insurance

t hrough the voluntary market through ordinary methods woul d
continue to have access to coverage fromthe association. Wen
coverage is sought in connection with a real property
transfer, such requirenents and procedures shall not provide
for an effective date of coverage |ater than the date of the
closing of the transfer as established by the transferor, the
transferee, and, if applicable, the | ender

9. Notwithstandi ng any other provision of |aw

a. The pledge or sale of, the |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,
conservat orshi p, reorgani zation, or simlar proceedi ng agai nst
t he associ ation under the laws of this state or any other
appl i cabl e | aws.

b. No such proceeding shall relieve the association of
its obligation, or otherwise affect its ability to performits
obligation, to continue to collect, or levy and collect,
assessnents, market equalization or other surcharges,
projected recoveries fromthe Florida Hurricane Catastrophe

26
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1| Fund, reinsurance recoverables, or any other rights, revenues,
2| or other assets of the association pl edged.

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

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

5] lien, or security interest, any such assessnents, energency

6 | assessnents, narket equalization or renewal surcharges,

7 | projected recoveries fromthe Florida Hurricane Catastrophe

8 | Fund, reinsurance recoverables, or other rights, revenues, or
9| other assets which are collected, or |levied and coll ect ed,

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

12 | proceedi ng.

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

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

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

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

21 | interest on such bonds or such indebtedness, or the paynent of
22 | any other obligation of the association related to such bonds
23| or indebtedness.

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

28 | such assessnents, revenues, contract, or other rights or

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

30| pledge or sale is nade. Any such pledge or sale is effective,
31| valid, binding, and enforceabl e agai nst the association or

27
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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, the association or its
agents or enpl oyees ef—the—association, nmenbers of the board
of governors or their respective designees at a board neeti ng,
direetors—of—+he association conmttee nenbers, or the
departnment or its representatives, for any action taken by

themin the performance of their duties or responsibilities
under this subsection. Such inmmunity does not apply to:
1. Any such persons or entities for aetrons—for—breach
F o . ’ any

willful tort;

2. The association or its servicing or producing

agents for breach of any contract or agreement pertaining to

i nsurance cover age,

3. The association with respect to i ssuance or paynent
of debt; or
4. Any nenber insurer with respect to any action to

enforce a nenber insurer's obligations to the association

under this subsection

28
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g. The association is not a state agency, board, or

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

associ ati on shall be considered a political subdivision of the

state and shall be exenpt fromthe corporate i ncone tax.

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

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

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

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

b. The county or area so affected has adopted and is
enforcing the structural requirenents of the State M nimum
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
29
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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
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 May 9, 1997.

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

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

30
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condom niumunit owner's, and simlar policies, and commerci al
lines residential coverage, which consists of the type of
coverage provided by condoni ni um associ ati on, apartnent
buil ding, and sinilar policies.

(b)1. Al insurers authorized to wite subject lines
of business in this state, other than underwiting
associ ations or other entities created under this section
nmust participate in and be nenbers of the Residential Property
and Casualty Joint Underwiting Association. A nenber's
participation shall begin on the first day of the cal endar
year followi ng the year in which the nenber was issued a
certificate of authority to transact insurance for subject
lines of business in this state and shall term nate 1 year
after the end of the first cal endar year during which the
nmenber no |onger holds a certificate of authority to transact
i nsurance for subject lines of business in this state.

2. Al revenues, assets, liabilities, |osses, and
expenses of the association shall be divided into two separate

accounts, one of which is for personal |ines residential
coverages and the other of which is for comercial |ines
residential coverages. Revenues, assets, liabilities, |osses,

and expenses not attributable to particular coverages shall be
prorated between the accounts.

3. Wth respect to a deficit in an account:

a. Wien the deficit incurred in a particul ar cal endar
year is not greater than 10 percent of the aggregate statew de
direct witten prenmiumfor the subject |ines of business for
the prior calendar year for all nenber insurers, the entire
deficit shall be recovered through assessnents of nenber
i nsurers under paragraph (g).
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b. Wen the deficit incurred in a particul ar cal endar
year exceeds 10 percent of the aggregate statew de direct
written prem umfor the subject |ines of business for the
prior cal endar year for all nenber insurers, the association
shall | evy an assessnent on nenber insurers in an anount equa
to the greater of 10 percent of the deficit or 10 percent of
the aggregate statewide direct witten premiumfor the subject
| ines of business for the prior cal endar year for all nenber
insurers. Any remaining deficit shall be recovered through
ener gency assessnents under sub-subparagraph d.

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

d. Upon a deternination by the board of governors that
a deficit in an account exceeds the anmount that will be
recovered through regul ar assessments on nenber insurers under
sub- subpar agraph a. or sub-subparagraph b., the board shal
| evy, after verification by the departnent, energency
assessnents to be collected by nenber insurers, by surplus

lines insurers,and by underwriting associations created under

this section which wite subject lines of business upon

i ssuance or renewal of policies for subject |ines of business,

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

years following levy of the regul ar assessnents. The anpunt

of the energency assessnent collected in a particul ar year

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

prem um for subject lines of business for all nenber insurers,
32
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1| surplus lines insurers,and underwiting associ ations,

2 | excludi ng National Flood Insurance Program policy prem uns, as
3| annually determned by the board and verified by the

4 | departnent. The departnent shall verify the arithnetic

5| calculations involved in the board's determnination wthin 30

6 | days after receipt of the informati on on which the

7 | determ nati on was based. Notwi t hstandi ng any ot her provision

8| of law, each nenber insurer, each surplus |ines insurer, and

9 | each underwiting association created under this section which
10 | writes subject |ines of business shall collect energency

11 | assessnents fromits policyhol ders wi thout such obligation

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

13 | defernment. The energency assessnents so collected shall be

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

16 | emrergency assessnents | evied under this sub-subparagraph in

17 | any cal endar year may not exceed the greater of 10 percent of
18 | t he anpunt needed to cover the original deficit, plus

19 | interest, fees, comm ssions, required reserves, and other
20 | costs associated with financing of the original deficit, or 10
21 | percent of the aggregate statewi de direct witten prem um for
22 | subject lines of business witten by nenber insurers, surplus
23| lines insurers,and underwiting associations for the prior
24 | year, plus interest, fees, conmi ssions, required reserves, and
25 | other costs associated with financing the original deficit.
26 e. The board may pl edge the proceeds of assessnents,
27 | projected recoveries fromthe Florida Hurricane Catastrophe
28 | Fund, other insurance and reinsurance recoverabl es, market
29 | equal i zation surcharges and ot her surcharges, and other funds
30| available to the association as the source of revenue for and
31| to secure bonds issued under paragraph (g), bonds or other
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1| i ndebt edness i ssued under subparagraph (c)3., or lines of

2| credit or other financing nechani sns issued or created under

3| this subsection, or to retire any other debt incurred as a

4 | result of deficits or events giving rise to deficits, or in

5] any other way that the board deternmines will efficiently

6 | recover such deficits. The purpose of the lines of credit or

7 | other financing nechanisns is to provide additional resources

8| to assist the association in covering clains and expenses

9| attributable to a catastrophe. As used in this subsection, the

10 | term "assessnents" includes regul ar assessnents under

11 | sub-subparagraph a., sub-subparagraph b., or subparagraph

12| (g)1. and energency assessments under sub-subparagraph d.

13 | Enrergency assessnents col | ected under sub-subparagraph d. are

14 | not part of an insurer's rates, are not premium and are not

15| subject to premumtax, fees, or conmi ssions; however, failure

16 | to pay the energency assessnent shall be treated as failure to

17 | pay prem um The energency assessnents under sub-subparagraph

18 | d. shall continue as |ong as any bonds issued or other

19 | i ndebtedness incurred with respect to a deficit for which the

20 | assessnent was i nposed renmi n outstandi ng, unless adequate

21 | provision has been nmade for the paynent of such bonds or other

22 | i ndebt edness pursuant to the docunents governi ng such bonds or

23 | ot her indebtedness.

24 f. As used in this subsection, the term"subject lines

25 | of business" means, with respect to the personal |ines

26 | account, any personal lines policy defined in s. 627.4025, and

27 | neans, with respect to the commercial |ines account, al

28 | commercial property and comercial fire insurance.

29 (c) The plan of operation of the association

30 1. My provide for one or nore designated insurers,

31| able and willing to provide policy and clains service, to act
34
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on behal f of the association to provide such service. Each
|icensed agent shall be entitled to indicate the order of
preference regarding who will service the business placed by
the agent. The association shall adhere to each agent's
preferences unless after consideration of other factors in
assi gni ng agents, including, but not linted to, servicing
capacity and fee arrangenents, the association has reason to
believe it is in the best interest of the association to nake
a different assignnent.

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

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

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

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

d. Basic personal lines policy forns wthout w nd
coverage, which are the sane as the policies described in
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1 | sub-subparagraph c. except that they do not include w nd

2 | coverage.

3 e. Commercial lines residential policy forns including
4| wind coverage that are generally simlar to the basic perils

5] of full coverage obtainable for commercial residential

6| structures in the adnmitted voluntary narket.

7 f. Commercial lines residential policy forns wthout

8 | wi nd coverage, which are the sane as the policies described in
9 | sub-subpar agraph e. except that they do not include w nd

10 | cover age.

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

12 | otherwi se contract with individuals or other entities to

13 | provide adm nistrative or professional services that nmay be

14 | appropriate to effectuate the plan. The association shal

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

16 | incurring other indebtedness, and shall have other powers

17 | reasonably necessary to effectuate the requirenents of this

18 | subsection. The association may issue bonds or incur other

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

21 | absence of a hurricane or other weather-related event, upon a
22 | determ nation by the association, subject to approval by the
23 | departnent, that such action would enable it to efficiently

24 | neet the financial obligations of the association and that

25| such financings are reasonably necessary to effectuate the

26 | requirenents of this subsection. The association is

27 | authorized to take all actions needed to facilitate tax-free
28 | status for any such bonds or indebtedness, including formation
29 | of trusts or other affiliated entities. The association shal
30 | have the authority to pledge assessnents, projected recoveries
31| fromthe Florida Hurricane Catastrophe Fund, other reinsurance
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1| recoverabl es, market equalization and other surcharges, and

2| other funds available to the association as security for bonds
3| or other indebtedness. |In recognition of s. 10, Art. | of the
4| State Constitution, prohibiting the inpairnment of obligations
5] of contracts, it is the intent of the Legislature that no

6 | acti on be taken whose purpose is to inpair any bond i ndenture
7 | or financing agreenent or any revenue source commtted by

8 | contract to such bond or other indebtedness.

9 4. Must require that the association operate subject
10| to the supervision and approval of a board of governors

11| consisting of 13 individuals, including 1 who is elected as

12 | chair. The board shall consist of:

13 a. The insurance consuner advocate appointed under s.
14 | 627. 0613.

15 b. Six Fve nmenbers designated by the insurance

16 | i ndustry, one of which nust be a representative of a surplus
17 | lines insurer designated by the Florida Surplus Lines

18 | Associ ati on.

19 c. Five consuner representatives appointed by the

20 | I nsurance Conmm ssioner. Two of the consumer representatives

21| nmust, at the tine of appointnent, be holders of policies

22 | i ssued by the association, who are selected with consideration
23| given to reflecting the geographic bal ance of association

24 | policyhol ders. Two of the consuner nenbers nust be individuals
25| who are mnority persons as defined in s. 288.703(3). One of
26 | the consuner nenbers shall have expertise in the field of

27 | nortgage | endi ng.

28 d. Three Two representatives of the insurance industry
29 | appoi nted by the I nsurance Conmi ssioner. O the two insurance
30| industry representatives appointed by the | nsurance

31| Comm ssioner, at |east one nust be an individual who is a
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mnority person as defined in s. 288.703(3) and one nust be an

agent representative.

Any board nenber nay be di sapproved or renoved and repl aced by
the comi ssioner at any tinme for cause. Al board nenbers,
i ncluding the chair, nmust be appointed to serve for 3-year
terns begi nning annually on a date designated by the plan

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

a. Wth respect to personal lines residential risks,
if the risk is offered coverage pursuant to a qualified offer

of coverage as defined in this sub-subparagraph freman
atthorized—insurer—at—the—insurer—s—approved—+ate under either

a standard policy including wind coverage or, if consistent

with the insurer's underwiting rules as filed with the
departnment, a basic policy including wind coverage, the risk
is not eligible for any policy issued by the association. For
pur poses of this subsection, a "qualified offer of coverage"

is an offer of coverage obtained by or for the applicant or

policyhol der froman authorized i nsurer at approved rates or

froma surplus lines insurer rated at | east B++ by A M Best,

except, for a personal lines residential risk with policy

dwelling limts of |less than $500,000, a "qualified offer of

coverage" shall be an offer of coverage obtained by or for the

appl i cant or policyholder froman authorized insurer at

approved rates.|If the risk accepts an offer of coverage

t hrough the nmarket assistance plan or an offer of coverage

t hrough a nmechani sm establ i shed by the associ ation before a

policy is issued to the risk by the association or during the

first 30 days of coverage by the association, and the

produci ng agent who subnmitted the application to the plan or
38
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to the association is not currently appointed by the insurer
the insurer shall either appoint the agent to service the risk
or, if the insurer places the coverage through a new agent,
require the new agent who then wites the policy to pay not
| ess than 50 percent of the first year's conmi ssion to the
produci ng agent who subnmitted the application to the plan or
t he associ ation, except that if the new agent is an enpl oyee
or exclusive agent of the insurer, the new agent shall pay a
policy fee of $50 to the producing agent in lieu of splitting
the commission. If the risk is not able to obtain any such
offer, the risk is eligible for either a standard policy
i ncluding wi nd coverage or a basic policy including w nd
coverage issued by the association; however, if the risk could
not be insured under a standard policy including wi nd coverage
regardl ess of market conditions, the risk shall be eligible
for a basic policy including wind coverage unl ess rejected
under subparagraph 8. The association shall determ ne the type
of policy to be provided on the basis of objective standards
specified in the underwiting manual and based on generally
accepted underwriting practices.

b. Wth respect to comercial |ines residential risks,
if the risk is offered coverage under a policy including wnd
coverage pursuant to a qualified offer of coverage froman

atthorized—insurer—at—+ts—approved—+ate, the risk is not

eligible for any policy issued by the association. If the risk

accepts an offer of coverage through the narket assistance

plan or an offer of coverage through a nechani sm established

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

t he associ ation, and the produci ng agent who subnmitted the

application to the plan or the association is not currently

appoi nted by the insurer, the insurer shall either appoint the
39
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agent to service the risk or, if the insurer places the
coverage through a new agent, require the new agent who then
wites the policy to pay not |ess than 50 percent of the first
year's conm ssion to the produci ng agent who subnmitted the
application to the plan, except that if the new agent is an
enpl oyee or exclusive agent of the insurer, the new agent

shall pay a policy fee of $50 to the producing agent in lieu
of splitting the commission. If the risk is not able to obtain
any such offer, the risk is eligible for a policy including

wi nd coverage issued by the associati on.

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

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

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

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

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

40

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




© 00 N o O WDN PP

W WNNNNMNNMNNNMNNNNRRRERRPRPEPR R R R
P O © 0 N O 00~ WNIRPLO O N DWNEPER O

Fl ori da House of Representatives - 1999 HB 1979
200- 524A-99

b. Wether the uncertainty associated with the
i ndividual risk is such that an appropriate prem um cannot be
det er nmi ned.

The acceptance or rejection of a risk by the association shal
be construed as the private placenent of insurance, and the
provi sions of chapter 120 shall not apply.

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

10. Must provide that in the event of regular deficit
assessnent s under sub-subparagraph (b)3.a. or sub-subparagraph
(b)3.b., or by the Florida Wndstorm Underwiting Association
under sub-sub-subparagraph (2)(b)2.d.(11)+Hor
sub- sub- subpar agraph (2)(b)2.d. (I11)tH), the association
shal | | evy upon association policyholders in its next rate
filing, or by a separate rate filing solely for this purpose,
a mar ket equalization surcharge in a percentage equal to the
total anount of such regul ar assessnents divided by the
aggregate statewide direct witten prem umfor subject lines
of business for nenber insurers for the prior cal endar year
Mar ket equal i zati on surcharges under this subparagraph are not
consi dered prenm um and are not subject to comi ssions, fees,
or premumtaxes; however, failure to pay a market
equal i zation surcharge shall be treated as failure to pay
prem um

11. The policies issued by the association nust
provide that, if the association or the nmarket assistance plan
obtains a qualified an offer of coverage froman—authorized
Asurer—to—cover—therisk—at—+ts—approved—+ates under either a
standard policy including wind coverage or a basic policy
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i ncluding wind coverage, the risk is no |longer eligible for
coverage through the association. However, if the risk is

| ocated in an area in which Florida Wndstorm Underwiting
Associ ation coverage is avail able, such an offer of a standard
or basic policy termnates eligibility regardl ess of whether
or not the offer includes wind coverage. Upon ternination of
eligibility, the association shall provide witten notice to

t he policyhol der and agent of record stating that the

associ ation policy shall be nonrenewed canceted—as—of—66——tdays
after—the—date—of—thenotiece because of the qualified offer of
cover age froman—authoertrzed—nsurer. In the case of a policy

i ssued to a new policyholder within 90 days after a qualified

of fer of coverage, the association nay authorize the insurer

nmaki ng the coverage offer to assune the policy. O her

provi sions of the insurance code relating to nonrenewal
cancetHati+oen and notice of nonrenewal eanceH-ation do not
apply to actions under this subparagraph

12. Association policies and applications nust include
a notice that the association policy could, under this section
or s. 627.3511, be replaced with a policy issued pursuant to a

qgualified offer of coverage by—an—atrtted—insurer that does

not provide coverage identical to the coverage provided by the

association or at the sane rate. The notice shall also specify

t hat acceptance of association coverage creates a concl usive
presunption that the applicant or policyholder is aware of
this potential. aaa

13. May establish, subject to approval by the
departnent, different eligibility requirenents and operationa
procedures for any line or type of coverage for any specified
county or area if the board determ nes that such changes to
the eligibility requirenments and operational procedures are
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justified due to the voluntary nmarket being sufficiently
stabl e and conpetitive in such area or for such line or type
of coverage and that consuners who, in good faith, are unable
to obtain insurance through the voluntary market through
ordi nary nethods would continue to have access to coverage
fromthe association. Wen coverage i s sought in connection
with a real property transfer, such requirenents and
procedures shall not provide for an effective date of coverage
| ater than the date of the closing of the transfer as
established by the transferor, the transferee, and, if
appl i cabl e, the | ender.

14. Shall restrict coverage by the association as

foll ows:
a. For china and gl assware, jewelry and gens, artwork,

and furs, the limt of liability shall be $250, individually

or in total, by category.

b. Tiki huts, gazebos, chickees, tennis courts,

detached living quarters for donmestic enpl oyees, hot tubs,

spas, pool houses, statuaries, satellite dishes, sw nmng

pools, or other simlar structures shall not be covered by the

associ ati on.

c. Contents coverage offered by the associati on shal

be limted to a maxi mum of 50 percent of the dwelling linmts

for residential property and 50 percent of the covered

building linmts for nonresidential conmercial property.

d. Additional |iving expenses coverage offered by the

association shall be linmted to a maxi num of 10 percent of the

dwelling limts for residential property.

15. Must provide a market assistance plan to assist in

the placenent of risks of applicants who are unable to procure

residential property insurance fromauthorized insurers. The
43
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mar ket assi stance plan shall take affirnmative steps to assi st

in the renoval fromthe residual narket any risk that can be

pl aced in the voluntary nmarket.
(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 market, so that the association functions
as a residual market nmechanismto provide insurance only when
t he i nsurance cannot be procured in the voluntary narket.
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 premiumin 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
with the greatest total witten prem umfor nobile hone
owner's policies in the state in the precedi ng year

3. Rates for commercial 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.
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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. The association nay require arbitration of a filing
pursuant 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.

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

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

2. In response to a state of energency declared by the
CGovernor under s. 252.36, the departnent nmay activate coverage
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by order for the period of the energency upon a finding by the
departnment that the energency significantly affects the
availability of residential property insurance.

(f) The activities of the association shall be
reviewed at |east annually by the board and, upon
reconmendation by the board or petition of any interested
party, coverage shall be deactivated if the departnent finds
that the conditions giving rise to its activation no | onger
exi st .

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

2. The governing body of any unit of |ocal governnent,
any residents of which are insured by the association, my

46

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




© 00 N o O WDN PP

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

Fl ori da House of Representatives - 1999 HB 1979
200- 524A-99

i ssue bonds as defined in s. 125.013 or s. 166.101 fromtine
totine to fund an assistance program in conjunction with the
associ ation, for the purpose of defraying deficits of the
association. In order to avoid needl ess and indiscrimnate
proliferation, duplication, and fragnentati on of such
assi stance prograns, any unit of |ocal governnent, any
residents of which are insured by the association, may provide
for the paynent of |osses, regardless of whether or not the
| osses occurred within or outside of the territorial
jurisdiction of the |local governnment. Revenue bonds nmay not be
i ssued until validated pursuant to chapter 75, unless a state
of energency is declared by executive order or proclanation of
the Governor pursuant to s. 252.36 nmaking such findings as are
necessary to determne that it is in the best interests of,
and necessary for, the protection of the public health,
safety, and general welfare of residents of this state and the
protection and preservation of the econonmic stability of
insurers operating in this state, and declaring it an
essential public purpose to pernmt certain nunicipalities or
counties to issue such bonds as will permt relief to
claimants and policyhol ders of the joint underwiting
associ ation and insurers responsi ble for apportionnent of
associ ation | osses. Any such unit of |ocal governnent nay
enter into such contracts with the association and with any
other entity created pursuant to this subsection as are
necessary to carry out this paragraph. Any bonds issued under
t hi s subparagraph shall be payable from and secured by noneys
received by the association from energency assessnents under
sub- subparagraph (b)3.d., and assigned and pl edged to or on
behal f of the unit of |ocal government for the benefit of the
hol ders of such bonds. The funds, credit, property, and
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taxi ng power of the state or of the unit of |ocal governnent
shal |l not be pledged for the paynent of such bonds. |If any of
the bonds remain unsold 60 days after issuance, the departnment
shall require all insurers subject to assessment to purchase

t he bonds, which shall be treated as adnitted assets; each

i nsurer shall be required to purchase that percentage of the
unsol d portion of the bond issue that equals the insurer's
relative share of assessnment liability under this subsection
An insurer shall not be required to purchase the bonds to the
extent that the departnent determ nes that the purchase woul d

endanger or inpair the solvency of the insurer
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1 | -hastrer—guarantees—an—atdditonal—year—of—renewabity—for—att+
2 | petieies—renpvedfromthe—association—or—for—2—addi-tionat

3 | years—+t—theinsurer—guarantees—2—additional—years—of

4 | renewabt-ty—for—atH—potiecires—so—+renovet:

5 . SRR e e

6 | deferment—fromenergency—assesstents—to—be—coHected++om

7 | poteyhotders—pursuant—to—sub—subparagraph—(b)r3—t—

8 3.4~ The plan shall provide for the defernment, in

9| whole or in part, of the assessnent of a nmenber insurer, other
10 | than an energency assessment collected from policyhol ders

11 | pursuant to sub-subparagraph (b)3.d., if the department finds
12 | that paynent of the assessnment woul d endanger or inpair the
13 | solvency of the insurer. In the event an assessnent agai nst a
14 | menber insurer is deferred in whole or in part, the anmount by
15 | which such assessnent is deferred may be assessed agai nst the
16 | other menber insurers in a nmanner consistent with the basis
17 | for assessnents set forth in paragraph (b).

18 (h) Nothing in this subsection shall be construed to
19 | preclude the issuance of residential property insurance
20 | coverage pursuant to part VIII of chapter 626.
21 (i) There shall be no liability on the part of, and no
22 | cause of action of any nature shall arise against, any nenber
23| insurer or its agents or enployees, the association or its
24 | agents or enpl oyees, nenbers of the board of governors or
25| their respective designees at a board neeting, association
26 | coommittee nenbers, or the departnent or its representatives,
27 | for any action taken by themin the performance of their
28 | duties or responsibilities under this subsection. Such
29 | immunity does not apply to:
30 1. Any of the foregoing persons or entities for any
31| willful tort;
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2. The association or its servicing or producing
agents for breach of any contract or agreement pertaining to
i nsurance cover age;

3. The association with respect to i ssuance or paynent
of debt; or

4. Any nenber insurer with respect to any action to
enforce a nmenber insurer's obligations to the association
under this subsection

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

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

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

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

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

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

2. No such proceeding shall relieve the association of
its obligation, or otherwise affect its ability to performits
obligation, to continue to collect, or levy and collect,
assessnents, market equalization or other surcharges under
subparagraph (c)10., or any other rights, revenues, or other
assets of the association pledged pursuant to any financing
docurnent s.

3. Each such pledge or sale of, lien upon, and
security interest in, including the priority of such pl edge,
lien, or security interest, any such assessnents, narket
equal i zation or other surcharges, or other rights, revenues,
or other assets which are collected, or |levied and coll ect ed,
after the commencenent of and during the pendency of, or
after, any such proceeding shall continue unaffected by such
proceeding. As used in this subsection, the term"financing
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docunent s" nmeans any agreenment or agreenents, instrument or

i nstrunents, or other document or docunents now existing or
hereafter created evidencing any bonds or other indebtedness
of the association or pursuant to which any such bonds or

ot her i ndebtedness has been or may be issued and pursuant to
which any rights, revenues, or other assets of the association
are pledged or sold to secure the repaynent of such bonds or
i ndebt edness, together with the paynent of interest on such
bonds or such indebt edness, or the paynent of any other
obligation of the association related to such bonds or

i ndebt edness.

4. 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, or contract rights 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, 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 w thout the need for any physica
delivery, recordation, filing, or other action

(n)1. The followi ng records of the Residenti al
Property and Casualty Joint Underwiting Association are
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confidential and exenpt fromthe provisions of s. 119.07(1)
and s. 24(a), Art. | of the State Constitution:

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

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

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

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

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

f. Al information relating to the nedical condition
or nedical status of an association enpl oyee which is not
relevant to the enpl oyee's capacity to performhis or her
duties, except as otherw se provided in this paragraph
Information which is exenpt shall include, but is not limted
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1|to, information relating to workers' conpensation, insurance
2 | benefits, and retirenent or disability benefits.

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

4 | assi stance program a programto assist any enployee who has a
5| behavi oral or nedical disorder, substance abuse problem or

6| enptional difficulty which affects the enployee's job

7 | performance, all records relative to that participation shal

8 | be confidential and exenpt fromthe provisions of s. 119.07(1)
9] and s. 24(a), Art. | of the State Constitution, except as

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

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

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

18 | otherwi se confidential or exenpt by law will be redacted.

19

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

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

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

26 | public record because it is not held by an agency subject to
27 | the provisions of the public records law. Underwiting files
28 | and confidential clains files may also be released to staff of
29 | and the board of governors of the market assistance plan

30 | established pursuant to s. 627.3515, who nust retain the

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

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

Subj ect to the provisions hereof and s. 119.07(2)(a), the
court reporter's notes of any closed neeting shall be retained
by the association for a mninumof 5 years. A copy of the
transcript, less any exenpt matters, of any closed neeting
wherein clainms are di scussed shall becone public as to

i ndividual clainms after settlenment of the claim

Section 7. Effective upon this act becomng a | aw,
section 627.3511, Florida Statutes, is anended to read:
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1 627.3511 Exposure reduction through depopul ation of

2| the Residential Property and Casualty Joint Underwiting

3 | Associ ation. --

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

7 | poticies—beyondtegtstative—expectations—and—has—beecore, by

8| virtue of its size and exposure, remains a significant

9| inpedinent to the restoration of a stable and conpetitive

10 | residential property insurance narket in this state and poses
11 ) a significant risk of |large assessnents being inposed on

12 | policyhol ders throughout the state; that the condition of the
13 | residential property insurance narket pubHe—poH—<ey of this
14 | state requires the continuati on marntenance of a residua

15| market for residential property insurance; and that

16 | extraordi nary neasures, beyond inplenentation of different

17 | eligibility requirenments and operational procedures etriterita
18 | and nonconpetitive rates, are required to reduce the exposure
19 | of, and nunber of,policies witten by the Residentia
20| Property and Casualty Joint Underwiting Association to a
21 | reasonable | evel. Therefore,it is the intent of the
22 | Legislature to authorize the Residential Property and Casualty
23| Joint Underwiting Association to enpl oy proevide a variety of
24 | financial incentives to reduce association exposure by keeping
25| out new risks and encouragi ng enrcetrage the replacenent of the
26 | great est hi-ghest—possitbte nunber of existing Residential
27 | Property and Casualty Joint Underwiting Association policies
28| with policies witten by authorized attted i nsurers at
29 | approved rates.
30 (2) BOARD PROGRAM --The board of the Residenti al
31| Property and Casualty Joint Underwiting Association shal
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adopt a programto reduce associ ati on exposure and the nunber

of new policies issued and the nunber of existing policies

r enewed.

(3) {2 PERSONAL RESI DENTI AL TAKE- OQUT BONUS. - - The
Resi dential Property and Casualty Joint Underwiting
Association is authorized to shal- pay no nore than $200 the
stumof—up—to—$166 to an insurer for each personal residenti al
risk t+hat the insurer renoves fromthe association, either by
i ssuance of a policy upon expiration er—eancetation—of—the

assoctat+on—potHey or by assunption of the—association—=s
obH—gations—wi-th—respeet—to6 an in-force policy. Such paynent

is subject to approval of the association board. |In order for

an insurer to qualify for a take-out the bonus under this
subsection, the take-out plan nust include a mninmmof 5,000
25060 policies. A take-out plan is deened approved wthin

120 36 days after approval by the board, unless the departnent
di sapproves the plan in witing may+erect—the—+tnsurer—=s
take—out—pran—and—disguay—the—i+nsurer—fromthe—bonus, based

on the following criteria:

(a) The eapaecity—of—the insurer | acks the capacity to

absorb the policies proposed to be taken out of the

associ ation and the risk concentrati on ef—+sks of those

policies.

(b) Mhether The geographic and risk characteristics of
policies in the proposed take-out plan do not serve—to reduce
t he exposure of the association and the average annua

expected hurricane | osses sufficiently to justify the bonus.
(c) Vhether Coverage for risks to be taken out
otherwse exists in the adnmitted voluntary nmarket.
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(d) Paynent of Fhe—degree—to—which the take-out bonus

pronot es +s—pronpting new capital being all ocated by the
insurer to Florida residential property coverage.

(4) (3 EXEMPTI ONS BEXEMPTHON FROM DEFICI T
ASSESSMENTS. - -

(a) If, in any cal endar year, an insurer Fhe
caleutaton—of—an—insurer—s—assessrent—Habi-Hty—under—s—
627356y {(b)3—a—or—b—shat—Ffer—aninsurer—that—+n—any
catendar—yea+r renoves 5, 000 56,666 or nore persona
residential risks fromthe Residential Property and Casualty

Joint Underwriting Association, either by issuance of a policy
upon expiration or cancellation of the association policy or

by assunption of the—associration—s—obtgations—wthrespeet—to

in-force policies, the Residential Property and Casualty Joint

Underwriting Association nay exclude the renoved policies from

the cal cul ati on of assessnment liability under s.

627.351(6) (b)3.a. or bh.exetude—sueh—+eroved—potetes for the

succeedi ng 3 years, as foll ows:

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

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

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

If the renoval of risks is acconplished through assunption of

obH-gations—wi-th—respeet—to in-force policies, the association

shall pay to the assuming insurer all unearned prem umwth
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respect to such policies |l ess any policy acquisition costs
agreed to by the association and assumi ng insurer. The term
"policy acquisition costs" is defined as costs of issuance of
the policy by the association which includes agent
conmi ssi ons, servicing conpany fees, and premumtax. This
par agraph does not apply to an insurer that, at any tine
within 5 years before renoving the risks, had a market share
in excess of 0.1 percent of the statew de aggregate gross
direct witten premiumfor any line of property insurance, or
to an affiliate of such an insurer. This paragraph does not
apply unless either at |east 40 percent of the risks renoved
fromthe association are |ocated in Dade, Broward, and Pal m
Beach Counties, or at |least 30 percent of the risks renoved
fromthe association are located in such counties and an

addi tional 50 percent of the risks renoved fromthe
association are located in other coastal counties.

(b) An insurer that first wote personal |ines
residential property coverage in this state on or after July
1, 1994, is exenpt fromregular deficit assessnents inposed
pursuant to s. 627.351(6)(b)3.a. and b., but not energency
assessnents collected from policyhol ders pursuant to s.
627.351(6)(b)3.d., of the Residential Property and Casualty
Joint Underwriting Association until the earlier of the
fol | owi ng:

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

2. Decenber 31, 1997, or Decenber 31 of the third year
in which it wote such coverage in this state, whichever is
| ater.
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(c) Oher than an insurer that is exenpt under
paragraph (b), an insurer that in any cal endar year increases
its total personal lines residential structure exposure

subj ect to wind coverage by 25 percent or nore over its
exposure for the preceding cal endar year is, with respect to
that year, exenpt fromdeficit assessnents inposed pursuant to
s. 627.351(6)(b)3.a. and b., but not energency assessnents
collected from policyholders pursuant to s. 627.351(6)(b)3.d.
of the Residential Property and Casualty Joint Underwiting
Associ ation attributable to such increase in exposure.

(d) Any exenption or credit fromregul ar assessnents
aut hori zed by this section shall last no |onger than 3 years
following the cancellation or expiration of the policy by the
association. Wth the approval of the departnment, the board
may extend such credits for an additional year if the insurer
guar antees an additional year of renewability for all policies
renoved fromthe association, or for 2 additional years if the
i nsurer guarantees 2 additional years of renewability for al
policies so renoved

(5) t4) AGENT BONUS. - -\When the Residential Property and
Casualty Joint Underwriting Association enters into a
contractual agreenent for a take-out plan that provides a
bonus to the insurer, the producing agent of record of the
association policy is entitled to retain any unearned
conmmi ssion on such policy, and the insurer shall either

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

2| the association policy to continue servicing the policy for a
3| period of not less than 1 year and offer to pay the agent the
4 | insurer's usual and customary commission for the type of

5] policy witten.

6

7 | The insurer need not take any further action if the offer is

8| rejected. This subsection does not apply to any reciprocal

9 | interinsurance exchange, nonprofit federation, or any

10 | subsidiary or affiliate of such organi zation. This subsection
11| does not apply if the agent is also the agent of record on the
12 | new coverage. The requirenent of this subsection that the

13 | produci ng agent of record is entitled to retain the unearned
14 | conmission on an association policy does not apply to a policy
15| for which coverage has been provided in the association for 30
16 | days or less or for which a cancellation notice has been

17 | issued pursuant to s. 627.351(6)(c)11. during the first 30

18 | days of coverage.

19 (6) £5r APPLI CABI LI TY. - -

20 (a) The take-out bonus provided by subsection(3){2)

21| and the exenption from assessnent provided by paragraph

22 |(4)3)(a) apply only if the association policy is replaced by
23 | either a standard policy including wind coverage or, if

24 | consistent with the insurer's underwiting rules as filed with
25| the departnent, a basic policy including wind coverage;

26 | however, with respect to risks located in areas where coverage
27 | through the Florida Wndstorm Underwriting Association is

28 | avail able, the replacenent policy need not provide w nd

29 | coverage. The insurer nust renew the replacenent policy at

30 | approved rates on substantially simlar terns for two

31| additional 1-year terns, unless canceled by the insurer for a
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| awf ul reason other than reduction of hurricane exposure. |f
an insurer assumes the association's obligations for a policy,
it must issue a replacenent policy for a 1l-year term upon
expiration of the association policy and nust renew t he

repl acenent policy at approved rates on substantially sinilar
terns for two additional 1-year terns, unless canceled by the
insurer for a lawful reason other than reduction of hurricane
exposure. For each replacenent policy cancel ed or nonrenewed
by the insurer for any reason during the 3-year coverage
period required by this paragraph, the insurer nust renove
fromthe association one additional policy covering a risk
simlar to the risk covered by the cancel ed or nonrenewed
policy. |In addition to these requirenents, the association
nmust place the bonus noneys in escrow for a period of 3 years;
such noneys nmay be released fromescrowonly to pay clains. A
t ake- out bonus provi ded by subsection(3){2)or subsection

(7) t6)yshall not be considered prem umincome for purposes of

taxes and assessnents under the Florida Insurance Code and
shall remain the property of the Residential Property and
Casualty Joint Underwriting Association, subject to the prior
security interest of the insurer under the escrow agreenent
until it is released fromescrow, and after it is rel eased
fromescrow it shall be considered an asset of the insurer and
credited to the insurer's capital and surpl us.

e . i s I

. F I " . F I I

iy L I o ol I I

. I - o Lo I ’ .
(b)tey It is the intent of the Legislature that an

insurer eligible for the exenption under paragraph(4){3)(a)

establish a preference in appoi ntnent of agents for those
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1| agents who | ose a substantial anmount of business as a result
2| of risks being renoved fromthe association

3 (7) 6y COMVERCI AL RESI DENTI AL TAKE- QUT PLANS. - -

4 (a) The Residential Property and Casualty Joint

5] Underwriting Association shall pay a take-out bonus to an

6 | insurer for each conmercial residential policy that the

7 | insurer renmoves fromthe association pursuant to an approved
8 | take-out plan, either by issuance of a new policy upon

9| expiration of the association policy or by assunption of the
10 | association's obligations with respect to an in-force policy.
11 | The associ ation board shall deternine the amount of the bonus
12 | based on such factors as the coverage provided, relative

13 | hurricane risk, the length of tine that the property has been
14 | covered by the association, and the criteria specified in

15 | paragraphs (b) and (c). The anobunt of the bonus with respect
16 | to a particular policy may not exceed 25 percent of the

17 | association's 1-year premumfor the policy. Such paynent is
18 | subject to approval of the association board. In order to

19 | qualify for the bonus under this subsection, the take-out plan
20| must include policies reflecting at least $100 nillion in

21 | structure exposure.

22 (b) In order for a plan to qualify for approval:

23 1. At least 40 percent of the policies renoved from
24 | the association under the plan nust be | ocated in Dade,

25| Broward, and Pal m Beach Counties, or at |east 30 percent of
26 | the policies renoved fromthe associati on under the plan nust
27 | be located in such counties and an additional 50 percent of
28 | the policies renoved fromthe association nust be |located in
29 | other coastal counti es.

30 2. The insurer nust renew the replacenent policy at
31| approved rates on substantially simlar terns for two
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1| additional 1-year terns, unless canceled or nonrenewed by the
2| insurer for a |lawful reason other than reduction of hurricane
3 | exposure. |If an insurer assunes the association's obligations
4| for a policy, it must issue a replacenent policy for a 1-year
5] termupon expiration of the association policy and nust renew
6 | the replacenent policy at approved rates on substantially

7| simlar terns for two additional 1-year terns, unless cancel ed
8| by the insurer for a | awful reason other than reduction of

9 | hurricane exposure. For each replacenent policy cancel ed or
10 | nonrenewed by the insurer for any reason during the 3-year

11 | coverage period required by this subparagraph, the insurer

12 | nust renove fromthe association one additional policy

13| covering a risk simlar to the risk covered by the cancel ed or
14 | nonrenewed policy.

15 (c) A take-out plan is deened approved unless the

16 | departnent, within 120 days after the board votes to recommend
17 | the plan, disapproves the plan based on the foll ow ng

18 | criteria:

19 1. TFhe—-capactty—of The insurer |acks the capacity to
20 | absorb the policies proposed to be taken out of the

21 | association and the risk concentration ef—+i+sks of those

22 | policies.

23 2. ¥Whether The geographic and risk characteristics of
24 | policies in the proposed take-out plan do not serve—to reduce
25| the exposure and the average annual expected hurricane | osses
26 | of the association sufficiently to justify the bonus.

27 3. WWhether Coverage for risks to be taken out

28 | otherwi se exists in the admtted voluntary market.

29 4. Paynent of TFhe—degree—to—which the take-out bonus
30 | pronptes insurer allocation of is—profeting new capital being
31
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atH-ocated—by—the—insurer to residential property coverage in

this state.

(d) The calculation of an insurer's regul ar assessnent
liability under s. 627.351(b)3.a. and b., but not energency
assessnents collected from policyhol ders pursuant to s.
627.351(6)(b)3.d., shall, with respect to comerci al
residential policies renoved fromthe associ ati on under an
approved take-out plan, exclude such renoved policies for the
succeedi ng 3 years, as foll ows:

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

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

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

(e) An insurer that first wote commercial residential
property coverage in this state on or after June 1, 1996, is
exenpt fromregul ar assessnents under s. 627.351(6)(b)3.a. and
b., but not energency assessnents collected from policyhol ders
pursuant to s. 627.351(6)(b)3.d., with respect to commerci al
residential policies until the earlier of:

1. The end of the cal endar year in which such insurer
first wote 0.5 percent or nore of the statew de aggregate
direct witten prenmiumfor commercial residential property
cover age; or

2. Decenber 31 of the third year in which such insurer
wrote comercial residential property coverage in this state.
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(f) An insurer that is not otherw se exenpt from
regul ar assessnents under s. 627.351(6)(b)3.a. and b. with
respect to commercial residential policies is, for any
cal endar year in which such insurer increased its total
commercial residential hurricane exposure by 25 percent or
nore over its exposure for the precedi ng cal endar year, exenpt
fromregul ar assessnents under s. 627.351(6)(b)3.a. and b.
but not energency assessnents collected from policyhol ders
pursuant to s. 627.351(6)(b)3.d., attributable to such
i ncreased exposure.

(8)t#AH A mnority business, which is at |east 51
percent owned by minority persons as described in s.
288.703(3), desiring to operate or becone licensed as a
property and casualty insurer may exenpt up to $50 of the
escrow requirenents of the take-out bonus, as described in
this section. Such minority business, which has applied for a
certificate of authority to engage in business as a property
and casualty insurer, nmay sinultaneously file the business'
proposed take-out plan, as described in this section, to the
Resi dential Property and Casualty Joint Underwiting
Associ ati on.

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

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

(1) The department may shatt adopt a market assistance
plan to assist in the placenent of risks of applicants who are
unabl e to procure nonresidential property insurance as—defined
H—s—624-604 or casualty insurance as defined in s.
624.605(1)(b), (e), (f), (g), or (h) fromauthorized insurers
when such insurance is otherwi se generally available from
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insurers authorized to transact and actually witing that kind

and class of insurance in this state. Fhrough—Sstehneastres—as

votuntary—+rarket—Al | property insurers or andg casualty

insurers licensed in this state shall participate in the plan,

as applicable, pursuant to the plan

(2) tar The market assistance plan shall be governed by

a 7 nenber board of governors appointed by the |Insurance

Conmi ssioner. The plan shall be funded by the participating

i nsur er s. Each—person——serving—as—a hrerber—of—the—board—of

iasurers—in—the—anpunt—of—$450-
(3)fte)y 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. Paragraph (a) of subsection (2) of section
627.4025, Florida Statutes, is anended to read:

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

(2) As used in policies providing residential
cover age:

(a) "Hurricane coverage" is coverage for |oss or
damage caused by the peril of windstormduring a hurricane if
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such | oss or damage occurs in a county in which the Nationa

Hurri cane Center of the National Wather Service issued a

hurricane warning or in which the National Hurricane Center

determ nes that an area of the county sustained hurricane

force winds. The termincludes ensuing danmage to the interior
of a building, or to property inside a building, caused by
rain, snow, sleet, hail, sand, or dust if the direct force of
the windstormfirst damages the building, causing an opening

t hrough which rain, snow, sleet, hail, sand, or dust enters
and causes danmge.

Section 10. Subsection (3) of section 627.701, Florida
Statutes, is anended, and subsections (9) and (10) are added
to said section, to read

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

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

(b)1. Except as otherw se provided in this paragraph
prior to issuing a personal lines residential property
i nsurance policy on or after April 1, 1996, or prior to the
first renewal of a residential property insurance policy on or
after April 1, 1996, the insurer nust offer alternative
deducti bl e anbunts applicable to hurricane or wi nd | osses
equal to $500 and 2 percent of the policy dwelling linmts,
unl ess the 2 percent deductible is less than $500. The witten
notice of the offer shall specify the hurricane or w nd
deductible to be applied in the event that the applicant or
policyholder fails to affirmatively choose a hurricane
deducti bl e. The insurer nust provide such policyholder wth
notice of the availability of the deductible anmbunts specified
in this paragraph in a formspecified by the departnent in
conjunction with each renewal of the policy. The failure to
provide such notice constitutes a violation of this code but
does not affect the coverage provided under the policy.
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2. This paragraph does not apply with respect to a
deductible programlawfully in effect on June 14, 1995, or to
any simlar deductible program if the deductible program
requires a mni mum deducti bl e anount of no | ess than 2 percent
of the policy limts.

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

4., Wth respect to a policy covering a risk with
dwelling limts of $250,000 or nore or, in the case of the

Resi dential Property and Casualty Joint Underwiting

Associ ation or the Florida Wndstorm Underwriting Associ ati on

a policy covering a risk with dwelling limts of $250,000 but
| ess than $500, 000, the insurer need not offer the $500
hurricane or w nd deductible as required by subparagraph 1.

but nust, except as otherw se provided in this subsection
offer the 2 percent hurricane or wi nd deductible as required
by subparagraph 1

5. Neither the Residential Property and Casualty Joint

Underwriting Association nor the Florida Wndstorm

Underwriting Association shall be required to offer the

alternative deductibles specified in subparagraph 1. for a

personal residential property insurance policy covering a risk
with dwelling limts of $500,000 or nore, but shall be
required to offer a mninmum hurricane or wi nd deducti bl e equa

to 5 percent of the policy dwelling limts.
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1 (c) In order to provide for the transition fromw nd
2 | deductibles to hurricane deductibles as required by this

3 | subsection, an insurer is required to provide w nd deducti bl es
4| neeting the requirenents of this subsection until the

5| effective date of the insurer's first rate filing nade after
6 | January 1, 1997, and is thereafter required to provide

7 | hurricane deductibles neeting the requirenents of this

8 | subsecti on.

9 (9) Neither the Florida Wndstorm Underwiting

10 | Association nor the Residential Property and Casualty Joint

11 | Underwiting Association shall offer a hurricane deductible of
12 | less than 5 percent of policy dwelling limts for a conmerci al
13| lines residential property risk.

14 (10) The Florida Wndstorm Underwriting Associ ati on

15| shall not offer a hurricane deductible of less than 5 percent
16 | of insured value for a conmercial property risk

17 Section 11. Section 627.70115, Florida Statutes, is
18 | created to read:

19 627. 70115 Suppl enental residential property
20 | i nsurance. -- A suppl enental residential property insurance
21| policy is a residential property insurance policy offered by
22 | an authorized insurer which provides rei nbursenent for
23 | expenses incurred for services and items for which paynent may
24 | be made by an insurer but which is not rei nbursable by reason
25| of the applicability of deductibles or other limtations
26 | i nposed by the policy issued. A supplenental residental
27 | property insurance policy may not contain benefits which
28 | duplicate benefits provided by another insurer or insurance
29 | policy. A supplenental residential property insurance policy
30| nust conply with ss. 627.0629 and 627. 0645.
31
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1 Section 12. Subsection (8) of section 627.701, Florida

2| Statutes, is repeal ed

3 Section 13. Except as otherw se provided herein, this

4 | act shall take effect October 1, 1999.

5

6 EE IR b S b b I S b S I S b b S I b S b

7 HOUSE SUMVARY

8
Revi ses provisions relating to property insurance to,

9 increase the fee limt for insurance policies certified
for_ export, authorize residential property insurance

10 policies that provide only w ndstorm covefage, revise
provisions relating to the Flori da Wndstorm Underwriting

11 Associ ation and thée Residential Property and Casualty
Joint_ Underwriting Association, revise provisjons

12 relating to exposure reduction through depopul ati on, of
the Residential Property and Casualty Joint Underwriting

13 Associ ation, provide for application of the nmarket =
assi stance plan only to casualty risks; revise provisions

14 relating to deductibles, and provide for suppl enental

15 residential property insurance. See bhill for details.

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31
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