Fl ori da Senate - 2006 SB 780
By Senator Klein

30- 348B- 06
1 A Dbill to be entitled
2 An act relating to property and casualty
3 i nsurance; transferring, renunbering, and
4 anmendi ng ss. 350.061, 350.0611, 350.0612
5 350. 0613, and 350.0614, F.S.; authorizing the
6 Publi c Counsel to represent the general public
7 before the O fice of Insurance Regul ation;
8 i ncluding certain proceedings related to rules
9 and rate filings for residential property
10 i nsurance; authorizing the Public Counsel to
11 have access to files of the office, to seek
12 review of orders of the office, to issue
13 reports, reconmendations, and proposed orders
14 to the office; specifying where the Public
15 Counsel shall nmmintain his or her office;
16 authorizing the Joint Legislative Auditing
17 Committee to authorize the Public Counsel to
18 enpl oy certain types of enployees; requiring
19 the Ofice of Insurance Regul ation to provide
20 copies of certain filings to the Public
21 Counsel ; anmending s. 112.3145, F.S.; conformng
22 a cross-reference; anending s. 215.559, F.S.
23 revising the distribution of funds in the
24 Hurri cane Loss Mtigation Program revising
25 provisions relating to a | owinterest |oan
26 program anmending s. 408.40, F.S.; conformng a
27 cross-reference; anending s. 624.319, F.S.
28 authorizing the Public Counsel to have access
29 to certain confidential informtion held by the
30 Department of Financial Services or the Ofice
31 of Insurance Regul ation; anending s. 627.062
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1 F.S.; abolishing "use and file" rate filings;

2 anending s. 627.062, F.S.; deleting provisions
3 that allow an insurer to require arbitration of
4 arate filing for property and casualty

5 i nsurance; anmending s. 627.0629, F.S.

6 requiring underwriting rules for homeowners

7 i nsurance to be filed with and approved by the
8 O fice of Insurance Regul ation; providing for

9 filing and approval provisions; anending s.

10 627.0651, F.S.; abolishing "use and file" rate
11 filings; deleting reference to the filing of

12 speci fied underwiting rules for honeowners

13 i nsurance; anending s. 627.311, F.S.

14 abolishing "use and file" rate filings;

15 anmendi ng s. 627.4025, F.S.; redefining the term
16 “hurricane coverage" to include coverage for

17 damage from wi nd-driven water; anending s.

18 627.4133, F.S.; prohibiting an insurer from

19 canceling or nonrenewi ng a residential property
20 i nsurance policy for certain reasons; anmendi ng
21 S. 627.4145, F.S.; increasing the mninmum score
22 on the reading ease test for insurance

23 policies; creating s. 627.41494, F.S.

24 provi ding for consuner participation in review
25 of insurance rate changes; providing for public
26 i nspection of rate filings; providing for

27 adoption of rules by the Financial Services

28 Conmmi ssion; requiring insurers to pay costs of
29 consuner advocacy groups under certain

30 ci rcunst ances; anending s. 627.701, F.S.

31 revising the hurricane deductibl es that
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1 i nsurers nust offer for personal |ines
2 residential property insurance policies;
3 creating s. 627.70105, F.S.; requiring paynment
4 of living expenses required due to
5 uni nhabitability of insured property within a
6 specified tinme; providing an appropriation
7 provi ding effective dates.
8
9| Be It Enacted by the Legislature of the State of Florida:
10
11 Section 1. This act nmay be cited as the "Honmeowners
12| Defense Act."
13 Section 2. Section 350.061, Florida Statutes, is
14| transferred, renunmbered as section 11.402, Florida Statutes,
15| and amended to read:
16 11.402 356086+ Public Counsel; appointnment; oath
17| restrictions on Public Counsel and his or her enployees.--
18 (1) The Conmittee on Public Service Comr ssion
19| Oversight shall appoint a Public Counsel by majority vote of
20| the nmenbers of the committee to represent the general public
21| of Florida before the Florida Public Service Conm ssion and
22| the Ofice of Insurance Regulation. The Public Counsel shal
23| be an attorney admitted to practice before the Florida Suprene
24| Court and shall serve at the pleasure of the Conmittee on
25| Public Service Comm ssion Oversight, subject to biennia
26| reconfirmation by the conmittee. The Public Counsel shal
27| performhis or her duties independently. Vacancies in the
28| office shall be filled in the same manner as the origina
29| appoi nt nent .
30
31
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(2) The Public Counsel shall take and subscribe to the
oath of office required of state officers by the State
Constitution.

(3) No officer or full-tine enployee of the Public
Counsel shall actively engage in any other business or
prof ession; serve as the representative of any political party
or on any executive comrittee or other governing body thereof;
serve as an executive, officer, or enployee of any politica
party, conmittee, organization, or association; receive
remuneration for activities on behalf of any candidate for
public office; or engage on behalf of any candidate for public
office in the solicitation of votes or other activities in
behal f of such candi dacy. Neither the Public Counsel nor any
enpl oyee of the Public Counsel shall becone a candidate for
el ection to public office unless he or she shall first resign
fromhis or her office or enploynent.

Section 3. Section 350.0611, Florida Statutes, is
transferred, renunbered as section 11.403, Florida Statutes,
and anmended to read:

11.403 3560641+ Public Counsel; duties and powers.--It
shall be the duty of the Public Counsel to provide |ega
representation for the people of the state in proceedi ngs

before the Public Service Comm ssion and the Ofice of

| nsurance Requl ation and in proceedi ngs before counties

pursuant to s. 367.171(8). The Public Counsel shall have such
powers as are necessary to carry out the duties of his or her
of fice, including, but not limted to, the foll ow ng specific
powers:

(1) To recomend to the Public Service Conmm ssion or

the counties, by petition, the comencenent of any proceeding
or action or to appear, in the name of the state or its
4
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citizens, in any proceeding or action before the conm ssion or
the counties._

(2) To recommend to the Ofice of |lnsurance

Requl ation, by petition, the commencenent of, and to appear in

the nanme of the state or its citizens in, any proceeding or

action before the office relating to:

(a) Rules governing residential property insurance; or

(b) Rate filings for residential property insurance

whi ch, pursuant to standards determ ned by the office, request

an_average statewide rate increase of 10 percent or greater as

conpared to the current rates in effect or the rates in effect

12 nmonths prior to the proposed effective date.

The Public Counsel may not stay any final order of the Office

of |l nsurance Requl ati on.
(3) To and urge in any proceeding or action to which
he or she is a party therein any position that whieh he or she

deens to be in the public interest, whether consistent or
i nconsi stent with positions previously adopted by the

commi ssion,_ eF the counties, or the office, and use uwtze

therein all fornms of discovery available to attorneys in civi
actions generally, subject to protective orders of the

commi ssion,_ eF the counties, or the office, which shall be

revi ewabl e by summuary procedure in the circuit courts of this
state.+

(42 To have access to and use of all files,
records, and data of the conm ssion, e the counties, or the
office available to any other attorney representing parties in
a proceedi ng before the conm ssion,_ e+ the counties, or the

office. -

5
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1 (5) €3> In any proceeding in which he or she has

2| participated as a party, to seek review of any deternination

3| finding, or order of the conm ssion,_ e~ the counties, or the

4| office, or of any hearing exam ner designated by the

5| comm ssion,_ e+ the counties, or the office, in the nane of the
6| state or its citizens,=

7 (6)4 To prepare and issue reports, recomrendations,

8| and proposed orders to the conm ssion or office, the Governor
9| and the Legislature on any nmatter or subject within the

10| jurisdiction of the comrission or office, and to make such

11| recommendati ons as he or she deens appropriate for |egislation
12| relative to comi ssion or office procedures, rules,

13| jurisdiction, personnel, and functions.+—and

14 (7)€65> To appear before other state agencies, federa

15| agencies, and state and federal courts in connection with

16| matters under the jurisdiction of the conmi ssion or office, in
17| the name of the state or its citizens.

18 Section 4. Section 350.0612, Florida Statutes, is

19| transferred, renunmbered as section 11.404, Florida Statutes,
20| and anended to read:

21 11. 404 35060612 Public Counsel; location.--The Public
22| Counsel shall maintain his or her office in Leon County ea—the
23| premses—efthe commssion—or—+fsuitable spacethere—eannet
24| be—provideds- at such ether place convenient to the offices of
25| the Public Services Conmmission or the Office of |nsurance

26| Requl ati on eermmssioeners as wWill enable himor her to carry

27| out expeditiously the duties and functions of his or her

28| office.

29 Section 5. Section 350.0613, Florida Statutes, is

30| transferred, renunbered as section 11.405, Florida Statutes,
31| and anended to read:

6
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11.405 3566643 Public Counsel; enployees; receipt of

pl eadi ngs.--The Joint Legislative Auditing Conmittee may

authorize the Public Counsel to enploy clerical and technica
assi stants whose qualifications, duties, and responsibilities
the comrittee shall fromtime to tine prescribe. The committee
may fromtine to tine authorize retention of the services of

additional attorneys, actuaries, economi sts, or experts to the

extent that the best interests of the people of the state will
be better served thereby, including the retention of expert
Wi t nesses and other technical personnel for participation in

contested proceedi ngs before the Public Service Conmi ssion or

Ofice of Insurance Requlation. The comm ssion shall furnish

the Public Counsel with copies of the initial pleadings in al

proceedi ngs before the conm ssion. _The office shall furnish

the Public Counsel with copies of all filings that relate to

the jurisdiction of the Public Counsel pursuant to s.
11.403(2).——and |If the Public Counsel intervenes as a party in

any proceedi ng he or she shall be served with copies of al

subsequent pl eadi ngs, exhibits, and prepared testinmony, if
used. Upon filing notice of intervention, the Public Counse
shall serve all interested parties with copies of such notice
and all of his or her subsequent pleadings and exhibits.

Section 6. Section 350.0614, Florida Statutes, is
transferred, renunbered as section 11.406, Florida Statutes,
and anmended to read:

11.406 35608644 Public Counsel; conpensation and
expenses. - -

(1) The salaries and expenses of the Public Counse
and his or her enployees shall be allocated by the conmittee
only from noneys appropriated to the Public Counsel by the
Legi sl ature.

7
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(2) The Legislature declares and determ nes that the
Publi ¢ Counsel is under the |egislative branch of governnent
within the intention of the legislation as expressed in
chapter 216, and no power shall be in the Executive Ofice of
the Governor or its successor to release or w thhold funds
appropriated to it, but the sane shall be available for
expenditure as provided by law and the rul es or decisions of
the Comrittee on Public Service Conmm ssion Oversight.

(3) Neither the Executive Ofice of the Governor nor
t he Departnent of Managenment Services or its successor shal
have power to deternine the nunber, or fix the conpensation,
of the enployees of the Public Counsel or to exercise any
manner of control over them

Section 7. Paragraph (b) of subsection (1) of section
112. 3145, Florida Statutes, is anended to read:

112. 3145 Disclosure of financial interests and clients
represented before agencies.--

(1) For purposes of this section, unless the context
otherwi se requires, the term

(b) "Specified state enpl oyee" neans:

1. Public counsel created by chapter 11 358, an
assistant state attorney, an assistant public defender, a
full-time state enpl oyee who serves as counsel or assistant
counsel to any state agency, the Deputy Chief Judge of
Conpensation Clainms, a judge of conpensation clains, an
admi nistrative | aw judge, or a hearing officer

2. Any person enployed in the office of the Governor
or in the office of any nenber of the Cabinet if that person
is exempt fromthe Career Service System except persons

enployed in clerical, secretarial, or simlar positions.

8
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1 3. Each appointed secretary, assistant secretary,
2| deputy secretary, executive director, assistant executive
3| director, or deputy executive director of each state
4| departnment, commission, board, or council; unless otherw se
5| provided, the division director, assistant division director
6| deputy director, bureau chief, and assistant bureau chief of
7| any state department or division; or any person having the
8| power normally conferred upon such persons, by whatever title.
9 4. The superintendent or institute director of a state
10| mental health institute established for training and research
11| in the nental health field or the warden or director of any
12| major state institution or facility established for
13| corrections, training, treatnent, or rehabilitation.
14 5. Busi ness mamnagers, purchasing agents having the
15| power to nmake any purchase exceedi ng the threshol d anmount
16| provided for in s. 287.017 for CATEGORY ONE, finance and
17| accounting directors, personnel officers, or grants
18| coordinators for any state agency.
19 6. Any person, other than a |legislative assistant
20| exenpted by the presiding officer of the house by which the
21| legislative assistant is enployed, who is enployed in the
22| legislative branch of governnent, except persons enployed in
23| mai ntenance, clerical, secretarial, or simlar positions.
24 7. Each enpl oyee of the Conmi ssion on Ethics.
25 Section 8. Section 215.559, Florida Statutes, is
26| anmended to read:
27 215.559 Hurricane Loss Mtigation Program --
28 (1) There is created a Hurricane Loss Mtigation
29| Program The Legislature shall annually appropriate $10
30 million of the nmoneys authorized for appropriation under s.
31| 215.555(7)(c) fromthe Florida Hurricane Catastrophe Fund to
9
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the Departnent of Conmunity Affairs for the purposes set forth
in this section.

(2)(a) One Sewvenr mllion dollars in funds provided in

subsection (1) shall be used for prograns to inprove the w nd
resi stance of residenees—and nobi |l e hones—retudinrg—toans—

the—Federal—Covernrent—and—other—effoerts to prevent or reduce
| osses or reduce the cost of rebuilding after a disaster

(b) Six mllion dollars in funds provided in

subsection (1) shall be used for prograns to inprove the w nd

resistance of residences to prevent or reduce | osses or reduce

the cost of rebuilding after a disaster

(c) The department shall, with the funds authorized in

paragraphs (a) and (b)), establish a prodgram of |owinterest

loans to qualified owners of residences and qualified owners

of nobile hones. For the purpose of this section, the term

|l owinterest |oan" nmeans any direct |oan or | oan guarantee

i ssued or backed by such authorized funds to a qualified owner

to finance efforts to prevent or reduce |osses or reduce the

cost of rebuilding after a disaster with a requirenent for

repaynent by the owner. Loans provided under this section

shall be nmade at a rate of up to 2 percent below the qualified

|loan rate as deternm ned by the departnent. The terns and

conditions of the lowinterest |oan program including |oan

incentive provisions, and the qualifications required of

owners of residences and owners of npbile hones shall be

deternmi ned by the departnent.
(d)fby Three mllion dollars in funds provided in

subsection (1) shall be used to retrofit existing facilities

used as public hurricane shelters. The departnment nust
10
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prioritize the use of these funds for projects included in the
Septenber 1, 2000, version of the Shelter Retrofit Report
prepared in accordance with s. 252.385(3), and each annua
report thereafter. The department nust give funding priority
to projects in regional planning council regions that have

shelter deficits and to projects that maxim ze use of state

funds.
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(3) 4 Forty percent of the total appropriation in

par agraph (2)(a) shall be used to inspect and inprove
ti e-downs for nobile homes. Wthin 30 days after the effective
date of that appropriation, the department shall contract with
a public higher educational institution in this state which
has previ ous experience in administering the progranms set
forth in this subsection to serve as the adnmnistrative entity
and fiscal agent pursuant to s. 216.346 for the purpose of
admi nistering the prograns set forth in this subsection in
accordance with established policy and procedures. The
admi nistrative entity working with the advisory council set up
under subsection (6) shall develop a list of nobile home parks
and counties that may be eligible to participate in the
ti e-down program

(465 O noneys provided to the Departnent of
Community Affairs in paragraphs paragraph (2)(a) and (b), 10
percent shall be allocated to a Type | Center within the State
Uni versity System dedi cated to hurricane research. The Type
Center shall develop a prelimnary work plan approved by the
advi sory council set forth in subsection(5){6} to elininate
the state and | ocal barriers to upgradi ng existing residences,
nmobi | e hones, and comunities_ - research and devel op a program
for the recycling of existing older nobile homes; > and support
progranms of research and devel opnent relating to hurricane
| oss reduction devices and techniques for site-built

resi dences. The State University System also shall consult

12
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1| with the Departnment of Comrunity Affairs and assist the

2| departnent with the report required under subsection(7)8}.

3 (5) 66> The Departnment of Comrunity Affairs shal

4| devel op the programs set forth in this section in consultation
5| with an advisory council consisting of a representative

6| designated by the Chief Financial Oficer, a representative

7| designated by the Florida Honme Buil ders Associ ation, a

8| representative designated by the Florida Insurance Council, a
9| representative designated by the Federation of Mnufactured

10| Home Omners, a representative designated by the Florida

11| Association of Counties, and a representative designated by

12| the Florida Manufactured Housi ng Associ ation.

13 (6) €A~ Moneys provided to the Departnment of Comunity
14| Affairs under this section are intended to suppl enent other

15| fundi ng sources of the Department of Community Affairs and may
16| not suppl ant other funding sources of the Departnent of

17| Community Affairs.

18 (7)€68r On January 1st of each year, the Departnent of
19| Community Affairs shall provide a full report and accounting
20| of activities under this section and an evaluation of such

21| activities to the Speaker of the House of Representatives, the
22| President of the Senate, and the Majority and Mnority Leaders
23| of the House of Representatives and the Senate.

24 (89 This section is repealed June 30, 2011

25 Section 9. Subsection (1) of section 408.40, Florida
26| Statutes, is anended to read:

27 408.40 Public Counsel. --

28 (1) Notwithstandi ng any ot her provisions of this

29| chapter, the Public Counsel shall represent the public in any
30| proceeding before the agency or its advisory panels in any

31| administrative hearing conducted pursuant to chapter 120 or

13
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1| before any other state and federal agencies and courts in any

2| issue before the agency, any court, or any agency. Wth

3| respect to any such proceeding, the Public Counsel is subject

41 to the provisions of and may use the powers granted to him or

5| her by ss. 11.402-11.406 ss—356-061350-0614.

6 Section 10. Paragraph (b) of subsection (3) of section

7| 624.319, Florida Statutes, is anended to read:

8 624.319 Exam nation and investigation reports.--

9 (3)

10 (b) Wbrkpapers and other information held by the

11| departnment or office, and workpapers and other information

12| received from anot her governnental entity or the Nationa

13| Association of Insurance Conmm ssioners, for the department's

14| or office's use in the performance of its exam nation or

15| investigation duties pursuant to this section and ss. 624. 316,

16| 624.3161, 624.317, and 624.318 are confidential and exenpt

17| fromthe provisions of s. 119.07(1) and s. 24(a), Art. | of

18| the State Constitution. This exenption applies to workpapers

19| and other information held by the departnent or office before,

20| on, or after the effective date of this exenption. Such

21| confidential and exenpt information may be disclosed to

22| anot her governnental entity, if disclosure is necessary for

23| the receiving entity to performits duties and

24| responsibilities, and may be disclosed to the Nationa

25| Association of Insurance Conmissioners. The Public Counse

26| shall have access to such confidential and exenpt information

27| pertaining to residential property insurance at any time. The

28| receiving governnental entity or the association nust maintain

29| the confidential and exenpt status of the information. The

30| informati on made confidential and exenpt by this paragraph may

31| be used in a crimnal, civil, or adm nistrative proceeding so
14
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1| long as the confidential and exenpt status of such infornmation
2| is maintained. This paragraph is subject to the Open

3| Governnment Sunset Review Act of 1995 in accordance with s.

41 119.15 and shall stand repeal ed on October 2, 2007, unless

5| reviewed and saved from repeal through reenactnent by the

6| Legislature.

7 Section 11. Subsection (2) of section 627.062, Florida
8| Statutes, is anended to read:

9 627.062 Rate standards. --

10 (2) As to all such classes of insurance:

11 (a) Insurers or rating organizations shall establish
12| and use rates, rating schedules, or rating manuals to all ow
13| the insurer a reasonable rate of return on such classes of

14| insurance witten in this state. A copy of rates, rating

15| schedul es, rating manuals, prem umcredits or discount

16| schedul es, and surcharge schedul es, and changes thereto, shal
17| be filed with the office urder—ene—ofthe following

18| precedures—

19 +—H the fitingi+s—+wade at | east 90 days before the
20| proposed effective date. and The filing nmay +s not be

21| inplenented during the office's review of the filing and any
22| proceeding and judicial review —thenr Such filing is shatH—be
23| considered a "file and use" filing. #A—sueh—ease~ The office
24| shall finalize its review by issuance of a notice of intent to
25| approve or a notice of intent to disapprove within 90 days

26| after receipt of the filing. The notice of intent to approve
27| and the notice of intent to di sapprove constitute agency

28| action for purposes of the Adm nistrative Procedure Act.

29| Requests for supporting information, requests for mathematica
30| or nechanical corrections, or notification to the insurer by
31| the office of its prelimnary findings shall not toll the

15
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90-day period during any such proceedi ngs and subsequent
judicial review. The rate shall be deened approved if the

of fice does not issue a notice of intent to approve or a
notice of intent to disapprove within 90 days after receipt of

the filing.

(b) Upon receiving a rate filing, the office shal

review the rate filing to deternmine if a rate is excessive,
i nadequate, or unfairly discrimnatory. |n naking that
deternmination, the office shall, in accordance with generally
accepted and reasonabl e actuarial techniques, consider the
foll owi ng factors:

1. Past and prospective | oss experience within and
wi thout this state.

2. Past and prospective expenses.

3. The degree of conpetition anmong insurers for the
risk insured.

4. Investnent inconme reasonably expected by the
i nsurer, consistent with the insurer's investnent practices,
frominvestable prem uns anticipated in the filing, plus any
ot her expected income fromcurrently invested assets
representing the amount expected on unearned prem umreserves
and | oss reserves. The conm ssion may adopt rules utilizing
reasonabl e techni ques of actuarial science and econonics to

16
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speci fy the manner in which insurers shall cal cul ate

i nvestment incone attributable to such classes of insurance
witten in this state and the manner in which such investnent
i ncome shall be used in the cal culation of insurance rates.
Such manner shall contenplate all owances for an underwriting
profit factor and full consideration of investnent incone

whi ch produce a reasonable rate of return; however, investnent
income frominvested surplus shall not be consi dered.

5. The reasonabl eness of the judgnment reflected in the
filing.

6. Dividends, savings, or unabsorbed prem um deposits
allowed or returned to Florida policyhol ders, nenbers, or
subscri bers.

7. The adequacy of |oss reserves.

8. The cost of reinsurance.

9. Trend factors, including trends in actual |osses
per insured unit for the insurer making the filing.

10. Conflagration and catastrophe hazards, if
appl i cabl e.

11. A reasonable margin for underwiting profit and
conti ngenci es.

12. The cost of nedical services, if applicable.

13. Oher relevant factors which inpact upon the
frequency or severity of clains or upon expenses.

(c) In the case of fire insurance rates, consideration
shall be given to the availability of water supplies and the
experience of the fire insurance business during a period of
not | ess than the nost recent 5-year period for which such
experience is avail able.

(d) If conflagration or catastrophe hazards are given
consideration by an insurer in its rates or rating plan,

17
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i ncl udi ng surcharges and di scounts, the insurer shal

establish a reserve for that portion of the prem um allocated
to such hazard and shall maintain the premiumin a catastrophe
reserve. Any renoval of such premiuns fromthe reserve for
pur poses other than paying clains associated with a
catastrophe or purchasing reinsurance for catastrophes shal

be subject to approval of the office. Any ceding comm ssion
recei ved by an insurer purchasing reinsurance for catastrophes
shall be placed in the catastrophe reserve.

(e) After consideration of the rate factors provided
i n paragraphs (b), (c), and (d), a rate nay be found by the
office to be excessive, inadequate, or unfairly discrimnatory
based upon the follow ng standards:

1. Rates shall be deened excessive if they are likely
to produce a profit from Fl orida business that is unreasonably
high in relation to the risk involved in the class of business
or if expenses are unreasonably high in relation to services
render ed.

2. Rates shall be deened excessive if, anpng other
things, the rate structure established by a stock insurance
conpany provides for repleni shnent of surpluses from prem uns,
when the replenishment is attributable to investnent |osses.

3. Rates shall be deened inadequate if they are
clearly insufficient, together with the investnment incone
attributable to them to sustain projected | osses and expenses
in the class of business to which they apply.

4. Arating plan, including discounts, credits, or
surcharges, shall be deemed unfairly discrimnatory if it
fails to clearly and equitably reflect consideration of the
policyhol der's participation in a risk management program
adopted pursuant to s. 627.0625.

18

CODI NG Words st+r+eken are del etions; words underlined are additions.




© 00 N O 0o b~ W N B

W WN RN NNMNDNDRNDNNRNNDNRR R R B R B R B R
P O © ® N O U A W N RP O © ® N O 00 » W N B O

Fl ori da Senate - 2006 SB 780
30- 348B- 06

5. A rate shall be deenmed i nadequate as to the prem um
charged to a risk or group of risks if discounts or credits
are allowed which exceed a reasonable reflection of expense
savi ngs and reasonably expected | oss experience fromthe risk
or group of risks.

6. A rate shall be deenmed unfairly discriminatory as
to a risk or group of risks if the application of prem um
di scounts, credits, or surcharges anmobng such risks does not
bear a reasonable relationship to the expected | oss and
expense experience anong the various risks.

(f) Inreviewing a rate filing, the office may require
the insurer to provide at the insurer's expense al
i nformati on necessary to evaluate the condition of the conpany
and the reasonabl eness of the filing according to the criteria
enunerated in this section.

(g) The office may at any tinme review a rate, rating
schedul e, rating manual, or rate change; the pertinent records
of the insurer; and market conditions. |If the office finds on
a prelinmnary basis that a rate may be excessive, inadequate,
or unfairly discrimnatory, the office shall initiate
proceedi ngs to di sapprove the rate and shall so notify the
i nsurer. However, the office may not disapprove as excessive
any rate for which it has given final approval or which has
been deemed approved for a period of 1 year after the
effective date of the filing unless the office finds that a
mat erial m srepresentation or material error was made by the
insurer or was contained in the filing. Upon being so
notified, the insurer or rating organization shall, within 60
days, file with the office all information which, in the
belief of the insurer or organization, proves the
reasonabl eness, adequacy, and fairness of the rate or rate

19
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change. The office shall issue a notice of intent to approve
or a notice of intent to disapprove pursuant to the procedures
of paragraph (a) within 90 days after receipt of the insurer's
initial response. 1In such instances and in any administrative
proceeding relating to the legality of the rate, the insurer
or rating organization shall carry the burden of proof by a
preponderance of the evidence to show that the rate is not
excessive, inadequate, or unfairly discrimnatory. After the
office notifies an insurer that a rate my be excessive,
i nadequate, or unfairly discrimnatory, unless the office
wi thdraws the notification, the insurer shall not alter the
rate except to conformwth the office's notice until the
earlier of 120 days after the date the notification was
provi ded or 180 days after the date of the inplenmentation of
the rate. The office may, subject to chapter 120, disapprove
wi t hout the 60-day notification any rate increase filed by an
insurer within the prohibited tine period or during the tine
that the legality of the increased rate is being contested.

(h)y LIf +Aathe—event the office finds that a rate or
rate change i s excessive, inadequate, or unfairly
di scrimnatory, the office shall issue an order of disapprova
specifying that a newrate or rate schedule which responds to
the findings of the office be filed by the insurer. Fhe—eoffiece

finds that an insurer's rate or rate change is inadequate, the

new rate or rate schedule filed with the office in response to
such a finding shall be applicable only to new or renewa
20
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1| business of the insurer witten on or after the effective date
2| of the responsive filing.

3 (i) Except as otherwi se specifically provided in this
4| chapter, the office shall not prohibit any insurer, including
5| any residual market plan or joint underwiting association

6| from paying acquisition costs based on the full amunt of

7| premum as defined in s. 627.403, applicable to any policy,
8| or prohibit any such insurer fromincluding the full anount of
9| acquisition costs in a rate filing.

10

11| Fhre—provsioens—ef This subsection does shat not apply to

12| workers' conpensation and enployer's liability insurance and
13| to nmotor vehicle insurance.

14 Section 12. Effective upon this act becom ng a | aw,
15| subsection (6) of section 627.062, Florida Statutes, is

16| amended to read:

17 627.062 Rate standards. --

18
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19 Section 13. Section 627.0629, Florida Statutes, is

20| anended to read:

21 627. 0629 Residential property insurance; rate filings,
22| underwiting rules.--

23 (1) Effective June 1, 2002, a rate filing for

24| residential property insurance nust include actuarially

25| reasonabl e discounts, credits, or other rate differentials, or
26| appropriate reductions in deductibles, for properties on which
27| fixtures or construction techni ques denonstrated to reduce the
28| amount of loss in a w ndstorm have been installed or

29| inplenented. The fixtures or construction techni ques shal

30| include, but not be limted to, fixtures or construction

31| techni ques which enhance roof strength, roof covering

22
CODI NG Words st+r+eken are del etions; words underlined are additions.




© 00 N O 0o b~ W N B

W WN RN NNMNDNDRNDNNRNNDNRR R R B R B R B R
P O © ® N O U A W N RP O © ® N O 00 » W N B O

Fl ori da Senate - 2006 SB 780
30- 348B- 06

performance, roof-to-wall strength,
wal | -to-fl oor-to-foundation strength, opening protection, and
wi ndow, door, and skylight strength. Credits, discounts, or
other rate differentials for fixtures and construction
techni ques which neet the mnimum requirenents of the Florida
Bui | di ng Code nmust be included in the rate filing. Al
i nsurance conpani es nmust nmake a rate filing which includes the
credits, discounts, or other rate differentials by February
28, 2003.

(2)(a) Arate filing for residential property
i nsurance nmade on or before the inplenentation of paragraph
(b) may include rate factors that reflect the manner in which
bui | di ng code enforcenent in a particular jurisdiction
addresses the risk of wi nd damage; however, such a rate filing
nmust al so provide for variations fromsuch rate factors on an
i ndi vi dual basis based on an inspection of a particular
structure by a licensed hone inspector, which inspection may
be at the cost of the insured.

(b) Arate filing for residential property insurance
made nore than 150 days after approval by the office of a
buil ding code rating factor plan subnmitted by a statew de
rating organi zation shall include positive and negative rate
factors that reflect the manner in which building code
enforcenent in a particular jurisdiction addresses risk of
wi nd darmage. The rate filing shall include variations from
standard rate factors on an individual basis based on
i nspection of a particular structure by a |icensed hone
i nspector. |If an inspection is requested by the insured, the
insurer may require the insured to pay the reasonable cost of

the inspection. This paragraph applies to structures

23
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constructed or renovated after the inplenmentation of this
par agr aph.

(c) The premiumnotice shall specify the anobunt by
which the rate has been adjusted as a result of this
subsection and shall also specify the maxi mum possi bl e
positive and negative adjustnents that are approved for use by
the insurer under this subsection.

(3) Arate filing made on or after July 1, 1995, for
nobi | e hone owner's insurance nmust include appropriate
di scounts, credits, or other rate differentials for nobile
homes constructed to conply with Anerican Society of Civi
Engi neers Standard ANSI/ASCE 7-88, adopted by the United
St at es Departnment of Housi ng and Urban Devel opment on July 13,
1994, and that also conply with all applicable tie-down
requi renents provided by state | aw.

(4) The Legislature finds that separate consideration
and notice of hurricane insurance prem uns Wl |l assist
consuners by providing greater assurance that hurricane
prem uns are | awful and by providing nore conplete information
regardi ng the conponents of property insurance preni uns.

Ef fective January 1, 1997, arate filing for residentia
property insurance shall be separated into two conponents,
rates for hurricane coverage and rates for all other
coverages. A premiumnotice reflecting a rate inplenented on
the basis of such a filing shall separately indicate the
prem um for hurricane coverage and the prem umfor all other
cover ages.

(5) In order to provide an appropriate transition
period, an insurer nay, in its sole discretion, inplenent an
approved rate filing for residential property insurance over a
period of years. An insurer electing to phase in its rate

24
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filing must provide an informational notice to the office
setting out its schedule for inplementation of the phased-in
rate filing.

(6) An insurer may not wite a residential property
i nsurance policy wthout providing wi ndstorm coverage or
hurri cane coverage as defined in s. 627.4025. This subsection
does not apply with respect to risks located in an area
eligible for coverage under the high-risk account of the
Citizens Property Insurance Corporation pursuant to s.
627.351(6).

(7) Any rate filing that is based in whole or part on
data from a conputer nmodel may not exceed 15 percent unl ess
there is a public hearing.

(8) An insurer may inplenment appropriate discounts or
other rate differentials of up to 10 percent of the annua
premiumto nobile home owners who provide to the insurer
evi dence of a current inspection of tie-downs for the nobile
home, certifying that the tie-downs have been properly
installed and are in good condition

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

(a) It is the intent of the Legislature to provide a
program wher eby honmeowners may obtain an eval uati on of the
wi nd resistance of their hones with respect to preventing
darmage from hurricanes, together with a recommendati on of
reasonabl e steps that may be taken to upgrade their honmes to
better withstand hurricane force w nds.

(b) To the extent that funds are provided for this
purpose in the General Appropriations Act, the Legislature

her eby authorizes the establishment of a programto be

25
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admi nistered by the Citizens Property Insurance Corporation
for honmeowners insured in the high-risk account.

(c) The program shall provide grants to honeowners,
for the purpose of providing honeowner applicants with funds
to conduct an evaluation of the integrity of their homes with
respect to withstanding hurricane force wi nds, recomendati ons
to retrofit the hones to better w thstand damage from such
wi nds, and the estinmated cost to make the recomended
retrofits.

(d) The Departnment of Community Affairs shal
establish by rule standards to govern the quality of the
eval uation, the quality of the recomrendati ons for
retrofitting, the eligibility of the persons conducting the
eval uation, and the selection of applicants under the program
In establishing the rule, the Departnment of Community Affairs
shall consult with the advisory committee to mininize the
possibility of fraud or abuse in the evaluation and
retrofitting process, and to ensure that funds spent by
homeowners acting on the recommendati ons achi eve positive
results.

(e) The Citizens Property |Insurance Corporation shal
identify areas of this state with the greatest wind risk to
residential properties and recommend annually to the
Department of Community Affairs priority target areas for such
eval uations and inclusion with the associated residentia
construction nitigation program

(10) A property insurance rate filing that includes
any adjustnments related to premiunms paid to the Florida
Hurri cane Catastrophe Fund must include a conplete cal cul ation

of the insurer's catastrophe load, and the information in the

26
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1| filing may not be limted solely to recovery of nobneys paid to
2| the fund.

3 (11) The underwriting rules for honeowners' insurance

4| not contained in rating manuals shall be filed with the

5| office. All underwiting rules for honmeowners' insurance nust
6| be approved by the office and be reasonable and conply with

7| applicable provisions of law. The filing and form approva

8| provisions under s. 627.410 apply to the filing and approva

9| of underwriting rules for honeowners' insurance.

10 Section 14. Subsections (1), (11), and (13) of section
11| 627.0651, Florida Statutes, are amended to read:

12 627. 0651 Making and use of rates for notor vehicle

13| insurance. --

14 (1) Insurers shall establish and use rates, rating

15| schedul es, or rating manuals to allow the insurer a reasonable
16| rate of return on notor vehicle insurance witten in this

17| state. A copy of rates, rating schedules, and rating nmanual s,
18| and changes therein, shall be filed with the office unrder—one
19| efthefollowingprecedures—
20 o —tH—the+Hingis—+mde at | east 60 days before the
21| proposed effective date. and The filing nmay +s not be
22| inplenented during the office's review of the filing and any
23| proceeding and judicial review.~ Such filing is shat—be
24| considered a "file and use" filing. In such case, the office
25| shall initiate proceedings to disapprove the rate and so
26| notify the insurer or shall finalize its review within 60 days
27| after receipt of the filing. Notification to the insurer by
28| the office of its prelimnary findings shall toll the 60-day
29| period during any such proceedi ngs and subsequent judicia
30| review. The rate shall be deenmed approved if the office does
31

27
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1| not issue notice to the insurer of its prelimnary findings
2| within 60 days after the filing.
3 i : i : o I :
4 o : o) i I
5 : , 30— : ” :
6 , : " e e
7 " Ll an
8 I q : I :
9 : : I ve. dodi :
10 (5=
11 (11) If +nrthe-event the office finds that a rate or
12| rate change is excessive, inadequate, or unfairly
13| discrimnatory, the office shall issue an order of disapprova
14| specifying that a new rate or rate schedul e which responds to
15| the findings of the office be filed by the insurer. Fhe—offiece
16 - e~
17| aeceordahrce—withparagraph{H{b—that—premurs——charged—each
18| peteyholder—eonstituting—theportion—-ofthe rateabovethat
19| which—was—aectuariatyfustifiedbereturnedto—such
20| peHeyhelder—inthe formof—aeredit—orrefunrd— If the office
21| finds that an insurer's rate or rate change is inadequate, the
22| new rate or rate schedule filed with the office in response to
23| such a finding shall be applicable only to new or renewa
24| business of the insurer witten on or after the effective date
25| of the responsive filing.
26 (13)(a) Underwiting rules not contained in rating
27| manual s shall be filed for private passenger autonobile
28| insurance and—hereowners —hAsurance.
29 (b) The submission of rates, rating schedul es, and
30| rating manuals to the office by a licensed rating organization
31| of which an insurer is a nmenber or subscriber will be

28
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1| sufficient conpliance with this subsection for any insurer

2| maintai ni ng menbership or subscribership in such organization
3| to the extent that the insurer uses the rates, rating

4| schedul es, and rating manual s of such organi zation. All such
5| information shall be available for public inspection, upon

6| receipt by the office, during usual business hours.

7 Section 15. Paragraph (e) of subsection (5) of section
8| 627.311, Florida Statutes, is anended to read:

9 627.311 Joint underwiters and joint reinsurers;

10| public records and public neetings exenptions.--

11 (5)

12 (e) The plan shall establish and use its rates and

13| rating plans, and the plan nmay establish and use changes in
14| rating plans at any tinme, but no nore frequently than two

15| times per any rating class for any cal endar year. By Decenber
16| 1, 1993, and Decenber 1 of each year thereafter, except as

17| provided in subparagraph (c)22., the board shall establish and
18| use actuarially sound rates for use by the plan to assure that
19| the plan is self-funding while those rates are in effect. Such
20| rates and rating plans nust be filed with the office as
21| provided in s. 627.062(2)(a) wthin30—calendar—days—after
22| their—effeectivedates—andshall beconsidereda—"use—sand
23| HteHFiting Ary—disapproval—bytheoffice—rmist—havean
24| efHfeetivedatethat+satteast 60daysFromthedate—of
25| disappreval—ofthe rates—and+ratingplan—andrmust—have
26 | prospeetive—effect—onby—TFhe planrrmay—not—be subjeet—to—any
27| erder—bythe—-offieetoreturntopotieyrholders—anyportion—-of
28| therates—disapprovedby—theoffice— The office may not
29| di sapprove any rates or rating plans unless it denonstrates
30| that such rates and rating plans are excessive, inadequate, or
31| unfairly discrimnatory.

29
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1 Section 16. Paragraph (a) of subsection (2) of section
2| 627.4025, Florida Statutes, is anended to read:

3 627.4025 Residential coverage and hurricane coverage
4| defined.--

5 (2) As used in policies providing residenti al

6| coverage:

7 (a) "Hurricane coverage" is coverage for |oss or

8| danmge caused by the peril of wi ndstormduring a hurricane.

9| The termincludes ensuing damage to the interior of a

10| building, or to property inside a building, caused by rain,
11| snow, sleet, hail, sand, or dust if the direct force of the
12| windstorm first damages the buil ding, causing an opening

13| through which rain, snow, sleet, hail, sand, or dust enters
14| and causes danmge. The term also includes coverage for danmge
15| to the interior of a building, or to property inside a

16| building, which is caused by wind-driven water entering the
17| building during a hurricane.

18 Section 17. Effective upon this act becom ng a | aw,
19| subsection (7) is added to section 627.4133, Florida Statutes,
20| to read:

21 627.4133 Notice of cancellation, nonrenewal, or

22| renewal prem um --

23 (7) An insurer may not cancel or nonrenew a

24| residential property insurance policy for any reason other

25| than a fraudul ent act by the policyholder with respect to that
26| or any other policy, for a policyholder who has been

27| continuously insured with that insurer or with an insurer

28| within the same insurance group for 3 years or |onger

29 Section 18. Subsection (1) of section 627.4145,

30| Florida Statutes, is anended to read:

31 627.4145 Readabl e | anguage in insurance policies.--

30
CODI NG Words st+r+eken are del etions; words underlined are additions.




Fl ori da Senate - 2006 SB 780
30- 348B- 06

1 (1) Every policy shall be readable as required by this
2| section. For the purposes of this section, the term"policy"

3| neans a policy formor endorsenment. A policy is deened

4| readable if:

5 (a) The text achieves a mninmum score of 50 45 on the
6| Flesch reading ease test as conmputed in subsection (5) or an
7| equival ent score on any other test comparable in result and

8| approved by the office;

9 (b) It uses layout and spacing which separate the

10| paragraphs from each other and fromthe border of the paper;
11 (c) It has section titles that are captioned in

12| bol df aced type or that otherw se stand out significantly from
13| the text;

14 (d) It avoids the use of unnecessarily |ong,

15| conplicated, or obscure words, sentences, paragraphs, or

16| constructions;

17 (e) The style, arrangenent, and overall appearance of
18| the policy give no undue prom nence to any portion of the text
19| of the policy or to any endorsenents or riders; and

20 (f) It contains a table of contents or an index of the
21| principal sections of the policy, if the policy has nore than
22| 3,000 words or nore than three pages.

23 Section 19. Section 627.41494, Florida Statutes, is
24| created to read:

25 627.41494 Consuner participation in rate review --

26 (1) Upon the filing of a proposed rate change for

27| residential property insurance by an insurer under s. 627.062,
28| which filing woul d, pursuant to standards determi ned by the
29| office, result in an average statew de increase of 10 percent
30| or nore as conpared to the rates in effect at that tinme or the
31| rates in effect 12 nonths prior to the proposed effective

31
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date, the insurer shall mil notice of such filing to each of

its policyhol ders or nenbers.

(2) The rate filing shall be available for public

inspection. If any policyholder or nenber regquests the office

within 30 days after the mailing of such notification pursuant

to subsection (1) to hold a hearing, the office shall hold a

hearing within 30 days after such request. Any consuner

advocacy group or the Public Counsel under chapter 11 may

participate in such hearing, and the conm ssion may adopt

rul es governing such participation

(3) For purposes of this section, the term"consuner

advocacy group" neans an organi zation with a nenbership of at

least 1,000 individuals, the purpose of which is to represent

the best interests of the public in matters relating, but not

limted, to insurance rate filings before the office. The

consuner advocacy group may:

(a) Appear _in any proceeding or action before the

departnent or office or appear in any proceeding before the

Division of Administrative Hearings relating to rate filings

subj ect to subsection (1).

(b) Have access to and use of all files, records, and

data of the office relating to such rate filings.

(c) Examine such rate and formfilings subnitted to

the office.

(d)  Recommend to the office any position deened by the

group to be in the best interest of the public in matters

relating to such rate filings.

This subsection does not limt the rights of a consuner

advocacy group to have access to records of the office as

ot herwi se avail able pursuant to | aw
32
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1 (4) The office shall order the insurer to pay the

2| reasonable costs of the consumer advocacy group if the office
3| deternines that the consunmer advocacy group nmade a rel evant

4| and substantial contribution to the final order on the rate

5 filing. In determ ning the reasonable costs the insurer shal
6| pay the consuner advocacy droup, the office shall consider

7| among other things, the tinme, |abor, fees, and expenses

8| incurred by the advocacy group.

9 Section 20. Effective upon this act becom ng a | aw,
10| subsection (3) of section 627.701, Florida Statutes, is

11| amended to read:

12 627.701 Liability of insureds; coinsurance

13| deducti bl es. --

14 (3)(a) A policy of residential property insurance

15| shall include a deductible anpbunt applicable to hurricane

16| losses no |l ower than $500 and no higher than 5 2 percent of
17| the policy dwelling limts with respect to personal lines

18| residential risks, and no higher than 3 percent of the policy
19| limts with respect to commercial |ines residential risks;
20| however, if a risk was covered on August 24, 1992, under a
21| policy having a higher deductible than the deductibles all owed
22| by this paragraph, a policy covering such risk may include a
23| deductible no higher than the deductible in effect on August
24| 24, 1992. Notwi thstanding the other provisions of this
25| paragraph, a personal |ines residential policy covering a risk
26| val ued at $50,000 or |less may include a deductibl e amunt
27| attributable to hurricane |osses no | ower than $250, and a
28| personal lines residential policy covering a risk valued at
29| $100,000 or nore may include a deductible anpbunt attributable
30| to hurricane | osses no higher than 10 percent of the policy
31| limts unless subject to a higher deductible on August 24,

33
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1992; however, no meximum deductible is required with respect
to a personal lines residential policy covering a risk val ued
at nore than $500, 000. An insurer mmy require a higher
deducti bl e, provided such deductible is the same as or sinilar
to a deductible programlawfully in effect on June 14, 1995.
In addition to the deductible anpunts authorized by this
par agraph, an insurer may al so offer policies with a copaynent
provi si on under which, after exhaustion of the deductible, the
pol i cyhol der is responsible for 10 percent of the next $10, 000
of insured hurricane | osses.

(b)1l. Except as otherwi se provided in this paragraph,
prior to issuing a personal |ines residential property
i nsurance policy on or after March Janrdary 1, 2006, or prior
to the first renewal of a residential property insurance
policy on or after March Janrdary 1, 2006, the insurer must
of fer alternative deductible anopunts applicable to hurricane
| osses equal to $500, 1 percent, 2 percent, 5 percent, and 10
percent of the policy dwelling limts, but it need not offer a
deducti bl e expressed as a percent age when that umless—the
speeifi€ percentage deddetible is | ess 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 ble. The insurer nust provide such policyholder with
notice of the availability of the deductible anpunts specified
in this paragraph in a form approved by the office in
conjunction with each renewal of the policy. The failure to
provi de such notice constitutes a violation of this code but
does not affect the coverage provided under the policy.

2. This paragraph does not apply with respect to a
deductible programlawfully in effect on June 14, 1995, or to
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any simlar deductible program if the deductible program
requires a m ni num deducti bl e amount of no less than 1 2

percent of the policy limts.

3. 4 Wth respect to a policy covering a risk with

dwelling limts of $250,000 or nore, the insurer need not
of fer the $500 hurricane deductible as required by
subpar agraph 1., but nust, except as otherw se provided in
this subsection, offer the other hurricane deductibles as
requi red by subparagraph 1

Section 21. Section 627.70105, Florida Statutes, is
created to read

627. 70105 Hurricane coverage; additiona

requirenent.--Each i nsurance contract providing hurricane

coverage nust include a provision that, if insured residentia

property becones uni nhabitable due to dannge from a hurricane

and the insurer is liable for living expenses of the insured

while the covered property remains uninhabitable, initia

living expense paynents nust be delivered to the insured no

|later than 48 hours after a claimtherefor is nade with the

insurer.

Section 22. The sumof $50 nmillion is appropriated for

fiscal year 2006-2007 on a nonrecurring basis fromthe Genera

Revenue Fund to the Departnent of Community Affairs in the
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special appropriation category "Residential Hurricane

Mtigation Low Interest Loan Programt for lowinterest |oans

to qualified owners of residences and qualified owners of

mobi l e hones to finance efforts to inprove the wind resistance

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

of rebuilding after a disaster with a requirenent of repaynent

by the owner, as provided in section 7. These funds shall be

subject to the release provisions of chapter 216, Florida

Statutes. Up to 0.5 percent of this appropriation may be used

by the departnent for administration of the | oan program

Section 23. Except as otherw se expressly provided in

this act, this act shall take effect July 1, 2006.

R S R I I R R S R O I

SENATE SUMVARY

Aut hori zes the Public Counsel to represent the genera
public before the Ofice of Insurance Regul ation and
prescri bes the Public Counsel's access to certain
records. Provides an additional breakdown for the
di stribution of Hurricane Loss Mtigation Fund noneys
bet ween progranms relating to nobile honmes and Prograns
relating to residences and creates a program o
| ow-interest loans to further the purposes of the fund.
Del etes provisions relating to arbitration of rate
filings. Includes coverage for damage from wi nd-driven
water in the definition of "hurricane coverage."
Prohi bits cancellati on or nonrenewal of residentia
property insurance by an insurer who has insured the
Property for 3 years or |onger for any reason except a
raudul ent act by the policyholder. Providing for notice
to policyholders of rate increases that exceed a
threshol d amount. Provides for participation by consuner
advocacy groups, as defined, in the ratenaking process.
Revi ses gui delines relating to deductibles. Requires the
O fice of Insurance Regul ation to approve underwiting
rul es for homeowners' i1 nsurance not contained in rating
manual s. Requires timely payment of |iving expenses
necessitated by uninhabitability of damaged residentia
property. Provides an appropriation to the Departnent of
Community Affairs for a residential hurricane mitigation
low-interest |oan program and deletes a |owinterest |oan
ﬁrogran1for retrofitting hones and nobil e hones for
urricane damage mtigati on. Abolishes "use and file"
rate filings.
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