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Fl ori da Senate - 2006 SENATOR ANMENDMENT
Bill No. CS for CS for SB 1980

Bar code 444056

CHAMBER ACTI ON
Senat e House

Fl oor: 1j/AD/ 2R
05/ 05/ 2006 11:33 AM

Senators Garcia and Al exander noved the foll owi ng anendnent to

amendment (021596):

Senate Anendnent (with title anendnent)
On page 41, line 5, through

page 68, line 29, delete those |ines

and insert: of operation and paragraph(p) €&y

Not wi t hst andi ng any other provision of this subsection, the

aggregate ampunt of a reqular assessnment for a deficit

incurred in a particular cal endar yvear shall be reduced by the

estimated ampbunt to be received by the corporation fromthe

Citizens policyholder surcharge under subparagraph (c)11. and

t he anpunt collected or estimated to be collected fromthe

assessment _on Citizens policyhol ders pursuant to

sub- subparagraph i. Assessnents |evied by the corporation on

assessabl e i nsureds under sub-subparagraphs a. and b. shall be
collected by the surplus |ines agent at the tine the surplus
lines agent collects the surplus lines tax required by s.
626.932 and shall be paid to the Florida Surplus Lines Service
Ofice at the time the surplusllines agent pays the surplus
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lines tax to the Florida Surplus Lines Service Ofice. Upon
recei pt of regular assessments from surplus |ines agents, the
Florida Surplus Lines Service Ofice shall transfer the
assessments directly to the corporation as determ ned by the
cor porati on.

d. Upon a determination by the board of governors that
a deficit in an account exceeds the anpunt that will be
recovered through regul ar assessnments under sub-subparagraph
a. or sub-subparagraph b., the board shall l|evy, after
verification by the office, energency assessnents, for as many
years as necessary to cover the deficits, to be collected by
assessabl e insurers and the corporation and collected from
assessabl e i nsureds upon issuance or renewal of policies for
subj ect lines of business, excluding National Flood |Insurance
policies. The anpbunt of the emergency assessnent collected in
a particular year shall be a uniform percentage of that year's
direct witten prem umfor subject |lines of business and al
accounts of the corporation, excluding National Flood
I nsurance Program policy premunms, as annually determ ned by
the board and verified by the office. The office shall verify
the arithmetic calculations involved in the board's
determ nation within 30 days after receipt of the information
on whi ch the determ nati on was based. Notwi t hstandi ng any
ot her provision of law, the corporation and each assessabl e
insurer that wites subject |lines of business shall coll ect
emer gency assessnments fromits policyhol ders w thout such
obligation being affected by any credit, limtation
exenption, or deferment. Emergency assessnents |evied by the
corporation on assessable insureds shall be collected by the
surplus lines agent at the tinme the surplus lines agent
collects the surplus lines tax required by s. 626.932 and

2
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shall be paid to the Florida Surplus Lines Service Ofice at
the tine the surplus lines agent pays the surplus lines tax to
the Florida Surplus Lines Service Ofice. The energency
assessments so collected shall be transferred directly to the
corporation on a periodic basis as determ ned by the
corporation and shall be held by the corporation solely in the
appl i cabl e account. The aggregate anount of energency
assessments levied for an account under this sub-subparagraph
i n any cal endar year nmay not exceed the greater of 10 percent
of the amount needed to cover the original deficit, plus
interest, fees, conmi ssions, required reserves, and other
costs associated with financing of the original deficit, or 10
percent of the aggregate statewide direct witten prem um for
subj ect lines of business and for all accounts of the
corporation for the prior year, plus interest, fees,
conmi ssions, required reserves, and other costs associated
with financing the original deficit.

e. The corporation may pl edge the proceeds of
assessnments, projected recoveries fromthe Florida Hurricane
Cat astrophe Fund, other insurance and reinsurance

recover abl es, policyholder market—eguat+zatt+oen surcharges and

ot her surcharges, and other funds available to the corporation

as the source of revenue for and to secure bonds issued under
par agraph(p) €g), bonds or other indebtedness issued under
subparagraph (c)3., or lines of credit or other financing
mechani sns i ssued or created under this subsection, or to
retire any other debt incurred as a result of deficits or
events giving rise to deficits, or in any other way that the
board deternmines will efficiently recover such deficits. The
purpose of the lines of credit or other financing nmechani sns
is to provide additional resources to assist the corporation

3
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in covering clains and expenses attributable to a catastrophe.
As used in this subsection, the term "assessments" includes
regul ar assessnments under sub-subparagraph a.
sub- subpar agraph b., or subparagraph(p)1l. {gr+ and energency
assessments under sub-subparagraph d. Energency assessnents
col l ected under sub-subparagraph d. are not part of an
insurer's rates, are not premium and are not subject to
prem umtax, fees, or comm ssions; however, failure to pay the
ener gency assessnent shall be treated as failure to pay
prem um The emergency assessnments under sub-subparagraph d.
shal |l continue as |long as any bonds issued or other
i ndebt edness incurred with respect to a deficit for which the
assessment was i nposed renmai n outstanding, unless adequate
provi si on has been made for the payment of such bonds or other
i ndebt edness pursuant to the docunents governi ng such bonds or
ot her i ndebt edness.

f. As used in this subsection, the term "subject |ines
of busi ness" means insurance witten by assessable insurers or
procured by assessabl e insureds on real or personal property,
as defined in s. 624.604, including insurance for fire,

i ndustrial fire, allied |lines, farnowners nultiperil
honeowners multiperil, comercial nultiperil, and nobile
hones, and including liability coverage on all such insurance,
but excluding inland marine as defined in s. 624.607(3) and
excl udi ng vehicle insurance as defined in s. 624.605(1) other
than i nsurance on nobile hones used as permanent dwelli ngs.

g. The Florida Surplus Lines Service Ofice shal
determ ne annual ly the aggregate statewide witten premiumin
subj ect |ines of business procured by assessabl e i nsureds and
shall report that information to the corporation in a form and
at a tine the corporation specifies to ensure that the

4
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corporation can neet the requirements of this subsection and
the corporation's financing obligations.

h. The Florida Surplus Lines Service Ofice shal
verify the proper application by surplus lines agents of
assessnent percentages for regul ar assessments and emnergency
assessments | evied under this subparagraph on assessabl e
i nsureds and shall assist the corporation in ensuring the
accurate, tinely collection and payment of assessnents by
surplus lines agents as required by the corporation

i If a deficit is incurred in any account, the board

of governors shall levy an i nmedi ate assessnent agai nst the

prem um of each nonhonest ead property policyholder in al

accounts of the corporation, as a uniform percentage of the

premiumof the policy of up to 50 percent of such prem um

whi ch funds shall be used to offset the deficit. If this

assessnment is insufficient to elimnate the deficit, the board

of governors shall levy an additional assessnent agai nst al

policyhol ders of the corporation, which shall be collected at

the tinme of issuance or renewal of a policy, as a uniform

percentage of the premumfor the policy of up to 50 percent

of such premium which funds shall be used to further offset

the deficit.

j. The board of governors shall nmintain separate

accounting records that consolidate data for nonhonmest ead

properties, including, but not linmted to, nunber of policies,

insured values, premuns witten, and | osses. The board of

governors shall annually report to the office and the

Legi sl ature a summary of such data.

(c) The plan of operation of the corporation
1. Must provide for adoption of residential property
and casualty insurance policy forns and commercial residentia
5
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and nonresidential property insurance forns, which forns nust
be approved by the office prior to use. The corporation shal
adopt the follow ng policy forms:

a. Standard personal lines policy forns that are
conprehensive multiperil policies providing full coverage of a
residential property equivalent to the coverage provided in
the private insurance narket under an HO- 3, HO- 4, or HO 6
poli cy.

b. Basic personal lines policy forns that are policies
simlar to an HO-8 policy or a dwelling fire policy that
provi de coverage neeting the requirenents of the secondary
nort gage market, but which coverage is nore limted than the
coverage under a standard policy.

c. Commercial lines residential policy forns that are
generally simlar to the basic perils of full coverage
obt ai nabl e for conmercial residential structures in the
adm tted voluntary market.

d. Personal lines and conmercial lines residentia
property insurance forms that cover the peril of wi nd only.
The forms are applicable only to residential properties
| ocated in areas eligible for coverage under the high-risk
account referred to in sub-subparagraph (b)2. a.

e. Comercial lines nonresidential property insurance
forms that cover the peril of wind only. The forns are
applicable only to nonresidential properties located in areas
eligible for coverage under the high-risk account referred to
i n sub-subparagraph (b)2. a.

f. The corporation may adopt variations of the policy

fornms |listed in sub-subparagraphs a.-e. that contain nore

restrictive coverage.

2.a. Must provide that the corporation adopt a program
6
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in which the corporation and authorized insurers enter into
guota share primary insurance agreenents for hurricane
coverage, as defined in s. 627.4025(2)(a), for eligible risks,
and adopt property insurance forms for eligible risks which
cover the peril of wind only. As used in this subsection, the
term

(1) "Quota share primary insurance" nmeans an
arrangenent in which the primary hurricane coverage of an
eligible risk is provided in specified percentages by the
corporation and an authorized insurer. The corporation and
aut hori zed insurer are each solely responsible for a specified
percentage of hurricane coverage of an eligible risk as set
forth in a quota share primary insurance agreenent between the
corporation and an authorized insurer and the insurance
contract. The responsibility of the corporation or authorized
insurer to pay its specified percentage of hurricane | osses of
an eligible risk, as set forth in the quota share primary
i nsurance agreenent, may not be altered by the inability of
the other party to the agreenment to pay its specified
percentage of hurricane | osses. Eligible risks that are
provi ded hurricane coverage through a quota share primary
i nsurance arrangement rust be provided policy forns that set
forth the obligations of the corporation and authorized
i nsurer under the arrangement, clearly specify the percentages
of quota share primary insurance provided by the corporation
and aut hori zed insurer, and conspicuously and clearly state
that neither the authorized i nsurer nor the corporation may be
hel d responsi bl e beyond its specified percentage of coverage

of hurricane | osses.

(I'1)y "Eligible risks" neans personal lines residentia
and comercial lines residential risks that neet the
7
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underwriting criteria of the corporation and are located in
areas that were eligible for coverage by the Florida Wndstorm
Underwriting Association on January 1, 2002.

b. The corporation may enter into quota share primary
i nsurance agreenents with authorized insurers at corporation
coverage |l evels of 90 percent and 50 percent.

c. |If the corporation deternines that additiona
coverage |l evels are necessary to nmaximze participation in
guota share primary insurance agreenents by authorized
i nsurers, the corporation may establish additional coverage
| evel s. However, the corporation's quota share primary
i nsurance coverage | evel may not exceed 90 percent.

d. Any quota share primary insurance agreenent entered
i nto between an authorized insurer and the corporation mnust
provide for a uniformspecified percentage of coverage of
hurricane | osses, by county or territory as set forth by the
corporation board, for all eligible risks of the authorized
i nsurer covered under the quota share primary insurance
agreenent .

e. Any quota share primary insurance agreenent entered
i nto between an authorized insurer and the corporation is
subj ect to review and approval by the office. However, such
agreenment shall be authorized only as to insurance contracts
entered into between an authorized insurer and an insured who
is already insured by the corporation for w nd coverage.

f. For all eligible risks covered under quota share
primary insurance agreenents, the exposure and coverage |evels
for both the corporation and authorized insurers shall be
reported by the corporation to the Florida Hurricane
Cat astrophe Fund. For all policies of eligible risks covered
under quota share primary insugance agreenents, the
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corporation and the authorized insurer shall maintain conplete
and accurate records for the purpose of exposure and | oss
rei mbursement audits as required by Florida Hurricane
Cat astrophe Fund rul es. The corporation and the authorized
i nsurer shall each nmintain duplicate copies of policy
decl arati on pages and supporting clainms docunents.

g. The corporation board shall establish in its plan
of operation standards for quota share agreements whi ch ensure
that there is no discrimnatory application anbng insurers as
to the terms of quota share agreements, pricing of quota share
agreenents, incentive provisions if any, and consideration
paid for servicing policies or adjusting clains.

h. The quota share prinmary insurance agreenent between
the corporation and an authorized insurer rmust set forth the
specific terns under which coverage is provided, including,
but not Iimted to, the sale and servicing of policies issued
under the agreenent by the insurance agent of the authorized
i nsurer produci ng the business, the reporting of informtion
concerning eligible risks, the paynent of premumto the
corporation, and arrangenments for the adjustment and paynent
of hurricane clains incurred on eligible risks by the clainms
adj uster and personnel of the authorized insurer. Entering
into a quota sharing insurance agreenent between the
corporation and an authorized insurer shall be voluntary and
at the discretion of the authorized insurer

3. My provide that the corporation may enpl oy or
ot herwi se contract with individuals or other entities to
provi de adm nistrative or professional services that may be
appropriate to effectuate the plan. The corporation shall have
t he power to borrow funds, by issuing bonds or by incurring
ot her indebtedness, and shall have ot her powers reasonably

9
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necessary to effectuate the requirenments of this subsection
i ncluding, without limtation, the power to issue bonds and
i ncur other indebtedness in order to refinance outstanding
bonds or other indebtedness. The corporation may, but is not
required to, seek judicial validation of its bonds or other
i ndebt edness under chapter 75. The corporation nay issue bonds
or incur other indebtedness, or have bonds issued on its
behal f by a unit of |ocal government pursuant to subparagraph
(g)2., in the absence of a hurricane or other weather-rel ated
event, upon a determnation by the corporation, subject to
approval by the office, that such action would enable it to
efficiently neet the financial obligations of the corporation
and that such financings are reasonably necessary to
ef fectuate the requirenents of this subsection. The
corporation is authorized to take all actions needed to
facilitate tax-free status for any such bonds or indebtedness,
including formation of trusts or other affiliated entities.
The corporation shall have the authority to pledge
assessnments, projected recoveries fromthe Florida Hurricane
Cat astrophe Fund, other reinsurance recoverabl es, market
equal i zati on and ot her surcharges, and other funds avail able
to the corporation as security for bonds or other
i ndebt edness. I n recognition of s. 10, Art. | of the State
Constitution, prohibiting the inpairnment of obligations of
contracts, it is the intent of the Legislature that no action
be taken whose purpose is to inmpair any bond i ndenture or
financi ng agreenent or any revenue source comitted by
contract to such bond or other indebtedness.

4.a. Must require that the corporation operate subject
to the supervision and approval of a board of governors
consisting of 8 individuals who are residents of this state,

10
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fromdifferent geographical areas of this state. The Governor
the Chief Financial Oficer, the President of the Senate, and
t he Speaker of the House of Representatives shall each appoint
two nenbers of the board—effeetive—-August—1—2665. At | east
one of the two nenbers appoi nted by each appointing officer
nmust have denonstrated expertise in insurance. The Chief
Financial Oficer shall designate one of the appointees as
chair. All board nenmbers serve at the pleasure of the
appointing officer. Al board nembers, including the chair
nmust be appointed to serve for 3-year terns begi nning annual ly
on a date designated by the plan. Any board vacancy shall be
filled for the unexpired termby the appointing officer. The
Chi ef Financial Oficer shall appoint a technical advisory
group to provide information and advice to the board of
governors in connection with the board's duties under this
subsection. The executive director and senior managers of the
corporation shall be engaged by the board—as—reecormended—by
the—Chief—Financtal—cH+cer and serve at the pleasure of the

board. Any executive director appointed on or after July 1,

2006, is subject to confirmation by the Senate. The executive

director is responsible for enploying other staff as the
corporation may require, subject to review and concurrence by
the board ant—the—Chtet—Financtat—oHiecer.

b. The board shall create a Market Accountability
Advi sory Conmittee to assist the corporation in devel oping
awareness of its rates and its custoner and agent service
levels in relationship to the voluntary market insurers
witing simlar coverage. The menbers of the advisory
conmttee shall consist of the follow ng 11 persons, one of
whom nust be el ected chair by the nembers of the committee:
four representatives, one appoagted by the Florida Association
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of I nsurance Agents, one by the Florida Association of
I nsurance and Fi nanci al Advi sors, one by the Professiona
I nsurance Agents of Florida, and one by the Latin Anerican
Associ ation of |nsurance Agencies; three representatives
appoi nted by the insurers with the three hi ghest voluntary
mar ket share of residential property insurance business in the
state; one representative fromthe O fice of Insurance
Regul ati on; one consuner appointed by the board who is insured
by the corporation at the tine of appointnent to the
conmittee; one representative appointed by the Florida
Associ ation of Realtors; and one representative appoi nted by
the Florida Bankers Association. Al nenmbers nust serve for
3-year terns and may serve for consecutive terns. The
conmittee shall report to the corporation at each board
neeting on insurance narket issues which may include rates and
rate conpetition with the voluntary market; service, including
policy issuance, clains processing, and general responsiveness
to policyhol ders, applicants, and agents; and matters relating
to depopul ati on.

5. Must provide a procedure for determ ning the
eligibility of arisk for coverage, as follows:

a. Subject to the provisions of s. 627.3517, with
respect to personal lines residential risks, if the risk is
of fered coverage froman authorized insurer at the insurer's
approved rate under either a standard policy including w nd
coverage or, if consistent with the insurer's underwiting
rules as filed with the office, a basic policy including w nd
coverage, the risk is not eligible for any policy issued by
the corporation. 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 bﬁgic policy including wnd
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coverage i ssued by the corporation; however, if the risk could
not be insured under a standard policy including wind 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 corporation shall determ ne the type
of policy to be provided on the basis of objective standards
specified in the underwiting nanual and based on generally
accepted underwiting practices.

(1) If the risk accepts an offer of coverage through
t he market assistance plan or an offer of coverage through a
nmechani sm est abl i shed by the corporation before a policy is
issued to the risk by the corporation or during the first 30
days of coverage by the corporation, and the produci ng agent
who submitted the application to the plan or to the
corporation is not currently appointed by the insurer, the
i nsurer shall:

(A) Pay to the producing agent of record of the
policy, for the first year, an amount that is the greater of
the insurer's usual and customary conm ssion for the type of
policy witten or a fee equal to the usual and custonary
conmi ssion of the corporation; or

(B) Ofer to allow the produci ng agent of record of
the policy to continue servicing the policy for a period of
not less than 1 year and offer to pay the agent the greater of
the insurer's or the corporation's usual and custonary

conmi ssion for the type of policy witten.

If the producing agent is unwilling or unable to accept
appoi ntnent, the new i nsurer shall pay the agent in accordance
wi t h sub-sub- sub-subparagraph (A).

(I') Wen the corporation enters into a contractua

13
12: 24 PM 05/ 04/ 06 $1980c2c-40-j 08




© 00 N O O b~ W N P

W W N N N D N N NN DN DN P P PP, PP PR
b O © 0o N o o A~ W N PP O ©W 0 N o o~ WwWN B+ o

Fl ori da Senate - 2006 SENATOR ANMENDMENT
Bill No. CS for CS for SB 1980

Bar code 444056

agreenment for a take-out plan, the produci ng agent of record
of the corporation policy is entitled to retain any unearned
conmi ssion on the policy, and the insurer shall

(A) Pay to the producing agent of record of the
corporation policy, for the first year, an anmount that is the
greater of the insurer's usual and customary comm ssion for
the type of policy witten or a fee equal to the usual and
customary conmi ssion of the corporation; or

(B) Ofer to allow the produci ng agent of record of
the corporation policy to continue servicing the policy for a
period of not less than 1 year and offer to pay the agent the
greater of the insurer's or the corporation's usual and

customary conmi ssion for the type of policy witten.

If the producing agent is unwilling or unable to accept
appoi ntnent, the new i nsurer shall pay the agent in accordance
wi t h sub-sub- sub-subparagraph (A).

b. Wth respect to commercial |ines residential risks,
if the risk is offered coverage under a policy including w nd
coverage froman authorized insurer at its approved rate, the
risk is not eligible for any policy issued by the corporation
If the risk is not able to obtain any such offer, the risk is
eligible for a policy including wind coverage issued by the
cor por ati on.

(1) If the risk accepts an offer of coverage through
t he market assistance plan or an offer of coverage through a
nmechani sm est abl i shed by the corporation before a policy is
issued to the risk by the corporation or during the first 30
days of coverage by the corporation, and the produci ng agent
who submitted the application to the plan or the corporation
is not currently appointed by the insurer, the insurer shall

14
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(A) Pay to the producing agent of record of the
policy, for the first year, an amount that is the greater of
the insurer's usual and customary conm ssion for the type of
policy witten or a fee equal to the usual and custonary
conmi ssion of the corporation; or

(B) Ofer to allow the produci ng agent of record of
the policy to continue servicing the policy for a period of
not less than 1 year and offer to pay the agent the greater of
the insurer's or the corporation's usual and custonary

conmi ssion for the type of policy witten.

If the producing agent is unwilling or unable to accept
appoi ntnent, the new i nsurer shall pay the agent in accordance
wi t h sub-sub- sub-subparagraph (A).

(I'1) Wen the corporation enters into a contractua
agreement for a take-out plan, the produci ng agent of record
of the corporation policy is entitled to retain any unearned
conmi ssion on the policy, and the insurer shall

(A) Pay to the producing agent of record of the
corporation policy, for the first year, an amount that is the
greater of the insurer's usual and customary conm ssion for
the type of policy witten or a fee equal to the usual and
customary conmi ssion of the corporation; or

(B) Ofer to allow the produci ng agent of record of
the corporation policy to continue servicing the policy for a
period of not less than 1 year and offer to pay the agent the
greater of the insurer's or the corporation's usual and

customary conmi ssion for the type of policy witten.

If the producing agent is unwilling or unable to accept
appoi ntnent, the new i nsurer shall pay the agent in accordance
15
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wi t h sub-sub- sub-subparagraph (A).

6. Must provide by July 1, 2007, that an application

for coverage for a new policy is subject to a waiting period

of 10 days before coverage is effective, during which tinme the

corporation shall make such application available for review

by general lines agents and authorized property and casual ty

insurers. The board may approve exceptions that allow for

coverage to be effective before the end of the 10-day waiting

period, for coverage issued in conjunction with a real estate

closing, and for such other exceptions as the board deternines

are necessary to prevent |apses in coverage.

7.6— Must include rules for classifications of risks
and rates therefor.

8.7~ Must provide that if prem um and investnent
i ncome for an account attributable to a particular cal endar
year are in excess of projected | osses and expenses for the
account attributable to that year, such excess shall be held
in surplus in the account. Such surplus shall be available to
defray deficits in that account as to future years and shal
be used for that purpose prior to assessing assessabl e
i nsurers and assessabl e insureds as to any cal endar year

9.8~ Must provide objective criteria and procedures to
be uniformy applied for all applicants in determ ni ng whether
an individual risk is so hazardous as to be uninsurable. In
maki ng this determination and in establishing the criteria and
procedures, the follow ng shall be considered:

a. Wether the likelihood of a loss for the individua
risk is substantially higher than for other risks of the sane
cl ass; and

b. \Whether the uncertainty associated with the
i ndi vidual risk is such that aEGappropriate prem um cannot be
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det er m ned.

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

10.9+~ Must provide that the corporation shall nake its
best efforts to procure catastrophe reinsurance at reasonabl e
rates, to cover its projected 100-year probable maxi num | oss
as determned by the board of governors.

11. 36— Must provide that in the event of regular

deficit assessments under sub-subparagraph (b)3.a. or

sub- subpar agraph (b)3.b., in the personal l|ines account, the
commercial lines residential account, or the high-risk
account, the corporation shall |evy upon corporation

policyholders inits next rate filing, or by a separate rate

filing solely for this purpose, a Gtizens policyhol der market

eguazat+on surcharge arising froma regular assessnent in
such account in a percentage equal to the total amount of such
regul ar assessnents divided by the aggregate statew de direct
witten premium for subject lines of business for the prior

cal endar year. For purposes of calculating the Ctizens

pol i cyhol der surcharge to be |evied under this subparagraph

the total ampunt of the regular assessnent to which this

surcharge is related shall be determ ned as set forth in

subpar agraph (b)3., w thout deducting the estimted Citizens

policyhol der surcharge. Citizens policyholder Market
eguazat+on surcharges under this subparagraph are not

consi dered prem um and are not subject to comm ssions, fees,

or prem um taxes; however, failure to pay a narket
equal i zati on surcharge shall be treated as failure to pay
prem um

17
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12. 3~ The policies issued by the corporation nust
provide that, if the corporation or the market assistance plan
obtains an offer froman authorized insurer to cover the risk
at its approved rates, the risk is no longer eligible for
renewal through the corporation

13. 32~ Corporation policies and applications mnust
include a notice that the corporation policy could, under this
section, be replaced with a policy issued by an authorized
i nsurer that does not provide coverage identical to the
coverage provi ded by the corporation. The notice shall also
specify that acceptance of corporation coverage creates a
concl usi ve presunption that the applicant or policyholder is
aware of this potential.

14. 33— My establish, subject to approval by the
office, different eligibility requirements 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 requirements and operational procedures are
justified due to the voluntary narket being sufficiently
stabl e and competitive 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 corporation. When 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
applicable, the |ender.

15. #4—- Must provide that, with respect to the
hi gh-ri sk account, any assessable insurer with a surplus as to

18
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policyhol ders of $25 mllion or less witing 25 percent or
nore of its total countryw de property insurance prem uns in
this state may petition the office, within the first 90 days
of each cal endar year, to qualify as a |linited apportionnent

conpany. A regular assessnent |levied by the corporation on a

limted apportionnment conpany for a deficit incurred by the

corporation for the high-risk account in 2006 or thereafter

may be paid to the corporation on a nonthly basis as the

assessnments are collected by the limted apportionnent conpany

fromits insureds pursuant to s. 627.3512, but the reqgul ar

assessnment _nust be paid in full within 12 nmonths after being

| evied by the corporation. +ane—event—shalt—atimted

year—Hewever— A |linited apportionnent conpany shall coll ect

fromits policyhol ders any enmergency assessnent inposed under
sub- subpar agraph (b)3.d. The plan shall provide that, if the
of fice determ nes that any regul ar assessnent will result in
an inpairnent of the surplus of a linited apportionnent
conpany, the office nay direct that all or part of such
assessment be deferred as provided in subparagraph (g)4.
However, there shall be no linmitation or deferment of an
emer gency assessment to be collected from policyhol ders under
sub- subpar agraph (b) 3. d.

16. 35— Must provide that the corporation appoint as
its licensed agents only those agents who al so hold an
appoi ntnent as defined in s. 626.015(3) with an insurer who at

the tine of the agent's initial appointment by the corporation
19
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is authorized to wite and is actually witing personal |ines
residential property coverage, comercial residential property
coverage, or conmercial nonresidential property coverage
within the state.

17. Must provide, by July 1, 2007, a prem um paynent

plan option to its policyholders which allows for quarterly

and sem annual paynment of prem uns.

18. Must provide, effective July 1, 2007, that the

corporation contract with each insurer providing the non-w nd

coverage for risks insured by the corporation in the high-risk

account, requiring that the insurer provide clainms-adjusting

services for the wind coverage provided by the corporation for

such risks. An insurer is required to enter into this contract

as a condition of providing non-wind coverage for a risk that

is insured by the corporation in the high-risk account unl ess

the board finds, after a hearing, that the insurer is not

capabl e of providing adjusting services at an acceptable |eve

of quality to corporation policyholders. The terns and

condi tions of such contracts nust be substantially the sanme as

the contracts that the corporation executed with insurers

under the "adjust-your-own" program.in 2006, except as nay be

nutually agreed to by the parties and except for such changes

that the board deternines are necessary to ensure that clains

are adjusted appropriately. The corporation shall provide a

process for neutral arbitration of any dispute between the

corporation and the insurer regarding the terns of the

contract. The corporation shall review and nonitor the

performance of insurers under these contracts.

19. Must |limt coverage on nobile hones or

manuf act ured honmes built prior to 1994 to actual cash val ue of

the dwelling rather than replacenent costs of the dwelling.
20
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(d)1. Al prospective enployees for senior managenent

positions, as defined by the plan of operation, are subject to

background checks as a prerequisite for enploynent. The office

shal | conduct background checks on such prospective enpl oyees

pursuant to ss. 624.404(3), 624.34, and 628. 261

2. On or before July 1 of each year, enployees of the

corporation are required to sign and subnmt a statenent

attesting that they do not have a conflict of interest, as

defined in part 11l of chapter 112. As a condition of

enpl oynment, all prospective enpl oyees are required to sign and

submit to the corporation a conflict-of-interest statenent.

3. Senior managers and nenbers of the board of

governors are subject to the provisions of part |1l of chapter

112, including, but not limted to, the code of ethics and

public disclosure and reporting of financial interests,

pursuant to s. 112.3145. Senior managers and board nenbers are

also required to file such disclosures with the Ofice of

| nsur ance Requl ati on. The executive director of the

corporation or his or her designee shall notify each newy

appoi nted and existing appoi nted nmenber of the board of

governors and senior managers of their duty to conply with the

reporting requirenents of part |1l of chapter 112. At | east

quarterly, the executive director or his or her designee shal

submt to the Conmission on Ethics a list of nanes of the

seni or _managers and nenbers of the board of governors that are

subject to the public disclosure requirenments under_s.

112. 3145.
4. Notwithstanding s. 112.3148 or s. 112.3149, or any

ot her provision of |aw, an enpl oyee or board nenber nmay not

know ngly accept, directly or indirectly, any qgift or

expenditure froma person or entity, or an enpl oyee or
21
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representative of such person or entity, that has a

contractual relationship with the corporation or who is under

consideration for a contract. An enployee or board nenber that

fails to conply with this subparagraph is subject to penalties

provi ded under ss. 112.317 and 112.3173.

5. Any senior nmnager of the corporation who is

enpl oyed on or after January 1, 2007, regardl ess of the date

of hire, who subsequently retires or term nates enploynent is

prohi bited fromrepresenting another person or entity before

the corporation for 2 years after retirement or termnation of

enpl oynmrent _from the corporation

6. Any enployee of the corporation who is enployed on

or _after January 1, 2007, regardless of the date of hire, who

subsequently retires or term nates enploynent is prohibited

from having any enploynent or contractual relationship for 2

vears with an insurer that has received a take-out bonus from

t he corporation.

(e) Purchases that equal or exceed $2,500, but are

| ess than $25, 000, shall be nmade by receipt of witten quotes,

witten record of tel ephone quotes, or infornmal bids, whenever

practical. The procurenment of goods or services valued at or

over $25,000 shall be subject to conpetitive solicitation

except in situations where the goods or services are provided

by a sole source or are deened an _energency purchase; the

services are exenpted from conpetitive solicitation

requi renents under s. 287.057(5)(f); or the procurenent of

services is subject to s. 627.3513. Justification for the

sol e-sourcing or _enmergency procurenent nust be docunent ed.

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

subject to approval by the board.

(f) The board shall determ ne whether it is nore
22
12:24 PM 05/ 04/06 $1980c2c- 40-j 08




© 00 N O O b~ W N P

W W N N N D N N NN MDD DN PP P PP, PP PPk
O © 0o N o o A~ W N PP O O 0o N o o~ WwWN B+ o

Fl ori da Senate - 2006 SENATOR ANMENDMENT
Bill No. CS for CS for SB 1980

Bar code 444056

cost-effective and in the best interests of the corporation to

use |l egal services provided by in-house attorneys enpl oyed by

the corporation rather than contracting with outside counsel

In _maki ng such determ nation, the board shall docunent its

findings and shall consider: the expertise needed; whether

time comm tnents exceed in-house staff resources; whether

|l ocal representation is needed; the travel, |odging and other

costs associated with in-house representati on; and such other

factors that the board determ nes are relevant.

(g) The corporation may not retain a | obbyist to

represent it before the |legislative branch or executive

branch. However, full-tine enpl oyees of the corporation may

regi ster as | obbyists and represent the corporation before the

| egi sl ative branch or executive branch.

(hY1. The Ofice of the Internal Auditor is

established within the corporation to provide a central point

for coordination of and responsibility for activities that

pronpte accountability, integrity, and efficiency to the

policyholders and to the taxpayers of this state. The interna

audi tor shall be appointed by the board of governors, shal

report to and be under the general supervision of the board of

governors, and is not subject to supervision by any enpl oyee

of the corporation. Adm nistrative staff and support shall be

provi ded by the corporation. The internal auditor shall be

appoi nted without regard to political affiliation. It is the

duty and responsibility of the internal auditor to:

a. Provide direction for, supervise, conduct, and

coordinate audits, investigations, and managenent revi ews

relating to the prograns _and operations of the corporation

b. Conduct, supervise, or coordinate other activities

carried out or financed by the corporation for the purpose of
23
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pronpting efficiency in the adn nistration of, or preventing

and detecting fraud, abuse, and m smanagenent in, its prograns

and operations.

C. Submt final audit reports, reviews, or

investigative reports to the board of governors, the executive

director, the nenbers of the Financial Services Conm ssion

and the President of the Senate and the Speaker of the House

of Representatives.

d. Keep the board of governors inforned concerning

fraud, abuses, and internal control deficiencies relating to

prograns _and operations adm nistered or financed by the

corporation, recommend corrective action, and report on the

progress nmade in inplenmenting corrective action

€. Report expeditiously to the Departnent of Law

Enforcenent or other | aw enforcenent agencies, as appropriate,

whenever the internal auditor has reasonable grounds to

beli eve there has been a violation of crimnal |aw.

2. On or before February 15, the internal auditor

shall prepare an annual report evaluating the effectiveness of

the internal controls of the corporation and providing

reconmendations for corrective action, if necessary, and

summarizing the audits, reviews, and investigations conducted

by the office during the preceding fiscal year. The fina

report shall be furnished to the board of governors and the

executive director, the President of the Senate, the Speaker

of the House of Representatives, and the Financial Services

Commi _ssi on.

(i) Al records of the corporation, except as

ot herwi se provided by law, are subject to the record retention

requi renents of s. 119.021

(j)1. The corporation shall establish and maintain a
24
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unit or division to investigate possible fraudulent clainms by

i nsureds or by persons nmeking clains for services or repairs

agai nst _policies held by insureds; or it may contract with

others to investigate possible fraudul ent clains for services

or _repairs against policies held by the corporation pursuant

to s. 626.9891. The corporation nust conmply with reporting

requi renents of s. 626.9891. An enpl oyee of the corporation

shall notify the Division of |Insurance Fraud within 48 hours

after having information that would | ead a reasonabl e person

to suspect that fraud may have been conmitted by any enpl oyee

of the corporation.

2. The corporation shall establish a unit or division

responsi ble for receiving and respondi ng to consuner

conplaints, which unit or division is the sole responsibility

of a senior manager of the corporation

(k) The office shall conduct a conprehensive narket

conduct exami nation of the corporation every 2 years to

determ ne conpliance with its plan of operation and interna

operations procedures. The first market conduct exam nation

report shall be submitted to the President of the Senate and

t he Speaker of the House of Representatives no |ater than

February 1, 2009. Subsequent reports shall be submtted on or

before February 1 every 2 vears thereafter

(1) The Auditor Ceneral shall conduct an operationa

audit of the corporations every 3 vears to eval uate

managenent's perfornance in adnmnistering |laws, policies, and

procedures governing the operations of the corporation in an

efficient and effective manner. The scope of the revi ew shal

include, but is not limted to, evaluating clains handling,

custoner _service, take-out programs _and bonuses, financing

arrangenents, procurenment of goods and services, interna
25
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controls, and the internal audit function. The initial audit

nust be conpleted by February 1, 2009.
(m 1. a. H—+sthe—+ntent—of—the—tegistature—that

the Rates for coverage provided by the corporation shall be

actuarially sound and not conpetitive with approved rates
charged in the admtted voluntary market, so that the
corporation functions as a residual market nechanismto
provi de insurance only when the insurance cannot be procured
in the voluntary market. Rates shall include an appropriate
cat astrophe loading factor that reflects the actua

cat astrophi c exposure of the corporation. For policies issued

or renewed on or after March 1, 2007, a rate is deened

i nadequate if the rate, including investnent incone, is not

sufficient to provide for the procurenent of coverage under

the Florida Hurricane Catastrophe Fund and private reinsurance

costs, whether or not reinsurance is procured, and to pay al

clai nr_and expenses reasonably expected to result froma

100-year probable naxi num | oss event wi thout resort to any

requl ar or energency assessnents, long-termdebt, state

revenues, or_ other funding sources.

b. It is the intent of the Legislature to reaffirmthe

requi renent _of rate adequacy in the residual nmarket.

Recogni zing that rates may conply with the intent expressed in

sub- subpar agraph a. and yet be inadequate and recogni zi ng the

public need to limt subsidies within the residual market, it

is the further intent of the Leqgislature to establish

statutory standards for rate adequacy. Such standards are

i nt ended to supplenent the standard specified in s.

627.062(2)(e)3., providing that rates are inadequate if they

are clearly insufficient to sustain projected | osses and

expenses in the class of business to which they apply.
26
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2. For each county, the average rates of the
corporation for each |line of business for personal |ines
residential policies excluding rates for wind-only policies
shall be no I ower than the average rates charged by the
i nsurer that had the highest average rate in that county anong
the 20 insurers with the greatest total direct witten prem um
inthe state for that line of business in the preceding year
except that with respect to nobile home coverages, the average
rates of the corporation shall be no | ower than the average
rates charged by the insurer that had the highest average rate
in that county anmong the 5 insurers with the greatest tota
witten prenmiumfor nobile hone owner's policies in the state
in the preceding year

3. Rates for personal lines residential w nd-only
policies must be actuarially sound and not conpetitive with

approved rates charged by authorized insurers. If the filing

under this subparagraph is nade at | east 90 days before the

proposed effective date and the filing is not inplenented

during the office's review of the filing and any proceedi ng

and judicial review such filing shall be considered a file

and use filing. In such case, the office shall finalize its

review by i ssuance of a notice of intent to approve or _a

notice of intent to disapprove within 90 days after receipt of

the filing. The notice of intent to approve and the notice of

intent to di sapprove constitute agency action for purposes of

the Administrative Procedure Act. Requests for supporting

i nformation, requests for mathemati cal or nechanica

corrections, or notification to the insurer by the office of

its prelimnary findings shall not toll the 90-day period

during any such proceedi ngs and subsequent judicial review.

The rate shall be deened approved if the office does not issue
27
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a notice of intent to approve or a notice of intent to

di sapprove within 90 days after receipt of the filing.

Corporation rate manuals shall include a rate surcharge for
seasonal occupancy. To ensure that personal lines residentia
wi nd-only rates are not conpetitive with approved rates
charged by authorized insurers, the corporation, in
conjunction with the office, shall devel op a wi nd-only

rat emaki ng met hodol ogy, whi ch met hodol ogy shall be contai ned
in each rate filing made by the corporation with the office.
If the office deternmines that the wind-only rates or rating
factors filed by the corporation fail to conply with the

wi nd-only ratemaki ng net hodol ogy provided for in this
subsection, it shall so notify the corporation and require the
corporation to amend its rates or rating factors to cone into
conpliance within 90 days of notice fromthe office.

4. The requirenents of paragraph (m that rates not be

conmpetitive with approved rates charged by authorized insurers

do not apply in a county or area for which the office

determ nes that no authorized insurer is offering coverage.

The corporation shall anmend its rates or rating factors for

the affected county or area in conjunction with its next rate

filing after such determ nation is made.

5.4~ For the purposes of establishing a pilot program
to evaluate issues relating to the availability and
affordability of insurance in an area where historically there
has been little market conpetition, the provisions of
subparagraph 2. do not apply to coverage provided by the
corporation in Monroe County if the office determnes that a
reasonabl e degree of conpetition does not exist for persona
lines residential policies. The provisions of subparagraph 3.
do not apply to coverage proviggd by the corporation in Monroe
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County if the office determ nes that a reasonabl e degree of
conpetition does not exist for personal lines residentia
policies in the area of that county which is eligible for
wi nd-only coverage. In this county, the rates for persona
lines residential coverage shall be actuarially sound and not
excessi ve, inadequate, or unfairly discrinnatory and are
subj ect to the other provisions of the paragraph and s.
627.062. The conmi ssion shall adopt rules establishing the
criteria for determ ning whet her a reasonabl e degree of
conpetition exists for personal lines residential policies in
Monroe County. By March 1, 2006, the office shall subnmit a
report to the Legislature providing an eval uation of the
i mpl enentation of the pilot program affecting Monroe County.

6.5~ Rates for comercial |ines coverage shall not be
subj ect to the requirenents of subparagraph 2., but shall be
subject to all other requirements of this paragraph and s.
627. 062.

7.6— Nothing in this paragraph shall require or allow
the corporation to adopt a rate that is inadequate under s.
627. 062.

8.7/ The corporation shall certify to the office at
| east twice annually that its personal lines rates conmply with
t he requirenents of subparagraphs 1., ang 2., and 3. If any
adjustment in the rates or rating factors of the corporation
is necessary to ensure such conpliance, the corporation shal
make and inplement such adjustrments and file its revised rates
and rating factors with the office. If the office thereafter
determ nes that the revised rates and rating factors fail to
conply with the provisions of subparagraphs 1., and¢ 2., and
3., it shall notify the corporation and require the
corporation to anend its rates or rating factors in

29
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conjunction with its next rate filing. The office must notify

the corporation by electronic neans of any rate filing it
approves for any insurer anong the insurers referred to in

subpar agraph 2.

—=====—========== T | T L E AMENDMENT ===============

And the title is anended as fol |l ows:
On page 132, line 8, through

page 134, line 4, delete those |ines

and insert:
certain circunstances; authorizing the board of
governors of the corporation to |levy an
assessment if certain deficits occur; providing
accounting requirenments; authorizing the
corporation to adopt policy forns that contain
nore restrictive coverage; requiring the
executive director of the corporation to be
confirmed by the Senate; deleting authority of
the Chief Financial Oficer to review corporate
enpl oyees; prescribing a 10-day waiting period
for applications for coverage for a new policy;
aut hori zi ng exceptions; redesignating the
mar ket equal i zati on surcharge as a Citizens
pol i cyhol der surcharge and providing for its
cal cul ation; prescribing an additiona
surcharge on deficit assessnents for certain
nonhonest ead property; revising the liability
of limted apportionnent conpanies for regul ar

assessments; providing for optional paynent
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plans; requiring insurers to provide
cl ai ms-adj usting services for certain w nd
coverage in certain circunstances; requiring
the corporation to limt coverage on certain
nobi | e homes; requiring prospective senior
management enpl oyees of the corporation to
successfully pass a background check; requiring
enpl oyees of the corporation to sign annually a
statenent that they have no conflict of
i nterest; providing that senior managers and
nmenbers of the board of governors are subject
to the code of ethics and nmust file financia
di scl osure; prohibiting enpl oyees and nenbers
of the board of governors from accepting gifts
or expenditures froma persons or entity, or
enpl oyee thereof, which has or is under
consideration for a contract with the
corporation; providing penalties; providing a
[imtation on senior managers' representation
of persons before the corporation after
retirement or termnation of enploynment and on
enpl oyment with an insurer that has received a
t ake- out bonus; prescribing guidelines for
purchases of goods and services; providing
gui del i nes on use of outside counsel
prohi biting the corporation fromretaining a
| obbyi st; authorizing full-tinme enployees to
regi ster and engage in | obbying; creating the
Ofice of Internal Auditor and prescribing its
duties; providing record-retention

requi renents; requiring establishment of a unit
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or division to investigate clains involving

possi bl e fraud agai nst the corporation and

another to receive and respond to consuner

conpl aints; requiring enpl oyees of the

corporation to report suspected fraud;

requiring a periodic conprehensive market

conduct exam nation of the corporation

requi ring periodic operational audits of the

corporation by the Auditor Ceneral; prescribing

el enents to be included in such audits;

providing requirements for the office with

respect to rate filings; specifying

ci rcunst ances under which a rate i s deened

i nadequate; providing a rate
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