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HOUSE AMENDMENT
Bill No. CS/SB 2498
Amendment No.
CHAMBER ACTION

Senate House

Representative (s) Ross and Gardiner offered the following:

Amendment to Amendment (900607) (with title amendment)
Remove lines 905-1939

and insert:
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l.2=a. All revenues, assets, liabilities, losses, and
expenses of the corporation shall be divided into three separate
accounts as follows:

(I) A personal lines account for personal residential
policies issued by the corporation or issued by the Residential
Property and Casualty Joint Underwriting Association and renewed
by the corporation that provide comprehensive, multiperil
coverage on risks that are not located in areas eligible for
coverage in the Florida Windstorm Underwriting Association as
those areas were defined on January 1, 2002, and for such
policies that do not provide coverage for the peril of wind on
risks that are located in such areas;

(IT) A commercial lines account for commercial residential
and commercial nonresidential policies issued by the corporation
or issued by the Residential Property and Casualty Joint
Underwriting Association and renewed by the corporation that
provide coverage for basic property perils on risks that are not
located in areas eligible for coverage in the Florida Windstorm
Underwriting Association as those areas were defined on January
1, 2002, and for such policies that do not provide coverage for

the peril of wind on risks that are located in such areas; and
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(ITI) A high-risk account for personal residential
policies and commercial residential and commercial
nonresidential property policies issued by the corporation or
transferred to the corporation that provide coverage for the
peril of wind on risks that are located in areas eligible for
coverage in the Florida Windstorm Underwriting Association as
those areas were defined on January 1, 2002. Subject to the
approval of a business plan by the Financial Services Commission
and Legislative Budget Commission as provided in this sub-sub-
subparagraph, but no earlier than March 31, 2007, the
corporation may offer policies that provide multiperil coverage
and the corporation shall continue to offer policies that
provide coverage only for the peril of wind for risks located in
areas eligible for coverage in the high-risk account. In issuing
multiperil coverage, the corporation may use its approved policy
forms and rates for the personal lines account. An applicant or
insured who is eligible to purchase a multiperil policy from the
corporation may purchase a multiperil policy from an authorized
insurer without prejudice to the applicant's or insured's
eligibility to prospectively purchase a policy that provides
coverage only for the peril of wind from the corporation. An
applicant or insured who is eligible for a corporation policy
that provides coverage only for the peril of wind may elect to
purchase or retain such policy and also purchase or retain
coverage excluding wind from an authorized insurer without
prejudice to the applicant's or insured's eligibility to
prospectively purchase a policy that provides multiperil

coverage from the corporation. It is the goal of the Legislature
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that there would be an overall average savings of 10 percent or
more for a policyholder who currently has a wind-only policy
with the corporation, and an ex-wind policy with a voluntary
insurer or the corporation, and who then obtains a multiperil
policy from the corporation. It is the intent of the Legislature
that the offer of multiperil coverage in the high-risk account
be made and implemented in a manner that does not adversely
affect the tax-exempt status of the corporation or
creditworthiness of or security for currently outstanding
financing obligations or credit facilities of the high-risk
account, the personal lines account, or the commercial lines
account. By March 1, 2007, the corporation shall prepare and
submit for approval by the Financial Services Commission and
Legislative Budget Commission a report detailing the
corporation's business plan for issuing multiperil coverage in
the high-risk account. The business plan shall be approved or
disapproved within 30 days after receipt, as submitted or
modified and resubmitted by the corporation. The business plan
must include: the impact of such multiperil coverage on the
corporation's financial resources, the impact of such multiperil
coverage on the corporation's tax-exempt status, the manner in
which the corporation plans to implement the processing of
applications and policy forms for new and existing
policyholders, the impact of such multiperil coverage on the
corporation's ability to deliver customer service at the high
level required by this subsection, the ability of the
corporation to process claims, the ability of the corporation to

guote and issue policies, the impact of such multiperil coverage
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on the corporation's agents, the impact of such multiperil
coverage on the corporation's existing policyholders, and the
impact of such multiperil coverage on rates and premium. The
high-risk account must also include gquota share primary
insurance under subparagraph (c)2. The area eligible for
coverage under the high-risk account also includes the area
within Port Canaveral, which is bordered on the south by the
City of Cape Canaveral, bordered on the west by the Banana
River, and bordered on the north by Federal Government property.

b. The three separate accounts must be maintained as long
as financing obligations entered into by the Florida Windstorm
Underwriting Association or Residential Property and Casualty
Joint Underwriting Association are outstanding, in accordance
with the terms of the corresponding financing documents. When
the financing obligations are no longer outstanding, in
accordance with the terms of the corresponding financing
documents, the corporation may use a single account for all
revenues, assets, liabilities, losses, and expenses of the
corporation. Consistent with the requirement of this
subparagraph and prudent investment policies that minimize the
cost of carrying debt, the board shall exercise its best efforts
to retire existing debt or to obtain approval of necessary
parties to amend the terms of existing debt, so as to structure
the most efficient plan to consolidate the three separate
accounts into a single account. By February 1, 2007, the board
shall submit a report to the Financial Services Commission, the
President of the Senate, and the Speaker of the House of

Representatives which includes an analysis of consolidating the
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accounts, the actions the board has taken to minimize the cost
of carrying debt, and its recommendations for executing the most
efficient plan.

c. Creditors of the Residential Property and Casualty
Joint Underwriting Association shall have a claim against, and
recourse to, the accounts referred to in sub-sub-subparagraphs
a.(I) and (II) and shall have no claim against, or recourse to,
the account referred to in sub-sub-subparagraph a. (III).
Creditors of the Florida Windstorm Underwriting Association
shall have a claim against, and recourse to, the account
referred to in sub-sub-subparagraph a.(III) and shall have no
claim against, or recourse to, the accounts referred to in sub-
sub-subparagraphs a. (I) and (II).

d. Revenuesg, assets, liabilities, losses, and expenses not
attributable to particular accounts shall be prorated among the
accounts.

e. The Legislature finds that the revenues of the
corporation are revenues that are necessary to meet the
requirements set forth in documents authorizing the issuance of
bonds under this subsection.

f. No part of the income of the corporation may inure to
the benefit of any private person.

2.3~ With respect to a deficit in an account:

a. Whenthe defieitineurredin o particular calendar—year
: : £  de s
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regular agsessmentsof assessable insurers—under paragraph—{pr
and—assessable insureds—
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e+ The corporation may pledge the proceeds of assessments,
projected recoveries from the Florida Hurricane Catastrophe
Fund, other insurance and reinsurance recoverables, policyholder
surcharges and other surcharges, and other funds available to
the corporation as the source of revenue for and to secure bonds
issued under paragraph (p), bonds or other indebtedness issued
under subparagraph (c)3., or lines of credit or other financing
mechanisms issued 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 determines
will efficiently recover such deficits. The purpose of the lines
of credit or other financing mechanisms is to provide additional
resources to assist the corporation in covering claims and

expenses attributable to a catastrophe. As used in this

subsection, the term "assessments" includes ¥egular assessments

under sub—subparagraph—a-— sub-subparagraph b.;—er—subparagraph
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1] . . e : ] 14
reguired by the corporation—

b.i+~ 1If a deficit is incurred in any account in 2008 or
thereafter, the board of governors shall levy an immediate
assessment against the premium of each nonhomestead property
policyholder in all accounts of the corporation, as a uniform
percentage of the premium of the policy of up to 10 percent of
such premium, which funds shall be used to offset the deficit.
If this assessment is insufficient to eliminate the deficit, the
board of governors shall levy an additional assessment against
all policyholders of the corporation, which shall be collected
at the time of issuance or renewal of a policy, as a uniform
percentage of the premium for the policy efup—teo 16 perecent—of
sueh—premium, which funds shall be used to further offset the
deficit.

c.3= The board of governors shall maintain separate
accounting records that consolidate data for nonhomestead
properties, including, but not limited to, number of policies,
insured values, premiums written, and losses. The board of
governors shall annually report to the office and the
Legislature 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 forms and commercial residential and
nonresidential property insurance forms, which forms must be
approved by the office prior to use. The corporation shall adopt

the following policy forms:
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a. Standard personal lines policy forms that are
comprehensive multiperil policies providing full coverage of a
residential property equivalent to the coverage provided in the
private insurance market under an HO-3, HO-4, or HO-6 policy.

b. Basic personal lines policy forms that are policies
similar to an HO-8 policy or a dwelling fire policy that provide
coverage meeting the requirements of the secondary mortgage
market, but which coverage is more limited than the coverage
under a standard policy.

c. Commercial lines residential and nonresidential policy
forms that are generally similar to the basic perils of full
coverage obtainable for commercial residential structures and
commercial nonresidential structures in the admitted voluntary
market.

d. Personal lines and commercial lines residential
property insurance forms that cover the peril of wind only. The
forms are applicable only to residential properties located in
areas eligible for coverage under the high-risk account referred
to in sub-subparagraph (b)l.2-a.

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

f. The corporation may adopt variations of the policy
forms listed in sub-subparagraphs a.-e. that contain more

restrictive coverage.
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2.a. Must provide that the corporation adopt a program in
which the corporation and authorized insurers enter into quota
share primary insurance agreements 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:

(I) "Quota share primary insurance" means an arrangement
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 authorized 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 agreement 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 losses of an eligible
risk, as set forth in the quota share primary insurance
agreement, may not be altered by the inability of the other
party to the agreement to pay its specified percentage of
hurricane losses. Eligible risks that are provided hurricane
coverage through a quota share primary insurance arrangement
must be provided policy forms that set forth the obligations of
the corporation and authorized insurer under the arrangement,
clearly specify the percentages of quota share primary insurance
provided by the corporation and authorized insurer, and
conspicuously and clearly state that neither the authorized
insurer nor the corporation may be held responsible beyond its

specified percentage of coverage of hurricane losses.
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(IT) "Eligible risks" means personal lines residential and
commercial lines residential risks that meet the underwriting
criteria of the corporation and are located in areas that were
eligible for coverage by the Florida Windstorm Underwriting
Association on January 1, 2002.

b. The corporation may enter into quota share primary
insurance agreements with authorized insurers at corporation
coverage levels of 90 percent and 50 percent.

c. If the corporation determines that additional coverage
levels are necessary to maximize participation in guota share
primary insurance agreements by authorized insurers, the
corporation may establish additional coverage levels. However,
the corporation's quota share primary insurance coverage level
may not exceed 90 percent.

d. Any quota share primary insurance agreement entered
into between an authorized insurer and the corporation must
provide for a uniform specified percentage of coverage of
hurricane losses, by county or territory as set forth by the
corporation board, for all eligible risks of the authorized
insurer covered under the quota share primary insurance
agreement.

e. Any quota share primary insurance agreement entered
into between an authorized insurer and the corporation is
subject to review and approval by the office. However, such
agreement 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 wind coverage.
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f. For all eligible risks covered under quota share
primary insurance agreements, the exposure and coverage levels
for both the corporation and authorized insurers shall be
reported by the corporation to the Florida Hurricane Catastrophe
Fund. For all policies of eligible risks covered under quota
share primary insurance agreements, the corporation and the
authorized insurer shall maintain complete and accurate records
for the purpose of exposure and loss reimbursement audits as
required by Florida Hurricane Catastrophe Fund rules. The
corporation and the authorized insurer shall each maintain
duplicate copies of policy declaration pages and supporting
claims documents.

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

h. The quota share primary insurance agreement between the
corporation and an authorized insurer must set forth the
specific terms under which coverage is provided, including, but
not limited to, the sale and servicing of policies issued under
the agreement by the insurance agent of the authorized insurer
producing the business, the reporting of information concerning
eligible risks, the payment of premium to the corporation, and
arrangements for the adjustment and payment of hurricane claims
incurred on eligible risks by the claims adjuster and personnel

of the authorized insurer. Entering into a quota sharing
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insurance agreement between the corporation and an authorized
insurer shall be voluntary and at the discretion of the
authorized insurer.

3. May provide that the corporation may employ or
otherwise contract with individuals or other entities to provide
administrative or professional services that may be appropriate
to effectuate the plan. The corporation shall have the power to
borrow funds, by issuing bonds or by incurring other
indebtedness, and shall have other powers reasonably necessary
to effectuate the requirements of this subsection, including,
without limitation, the power to issue bonds and incur 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 indebtedness under
chapter 75. The corporation may issue bonds or incur other
indebtedness, or have bonds issued on its behalf by a unit of
local government pursuant to subparagraph (p)4e)+2., in the
absence of a hurricane or other weather-related event, upon a
determination by the corporation, subject to approval by the
office, that such action would enable it to efficiently meet the
financial obligations of the corporation and that such
financings are reasonably necessary to effectuate the
requirements 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 assessments, projected recoveries from the

Florida Hurricane Catastrophe Fund, other reinsurance
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recoverables, market equalization and other surcharges, and
other funds available to the corporation as security for bonds
or other indebtedness. In recognition of s. 10, Art. I of the
State Constitution, prohibiting the impairment of obligations of
contracts, it is the intent of the Legislature that no action be
taken whose purpose is to impair any bond indenture or financing
agreement or any revenue source committed 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 eight individuals who are residents of this state, from
different geographical areas of this state. The Governor, the
Chief Financial Officer, the President of the Senate, and the
Speaker of the House of Representatives shall each appoint two
members of the board. At least one of the two members appointed
by each appointing officer must have demonstrated expertise in
insurance. The Chief Financial Officer shall designate one of
the appointees as chair. All board members serve at the pleasure
of the appointing officer. All members of the board of governors
are subject to removal at will by the officers who appointed
them. All board members, including the chair, must be appointed
to serve for 3-year terms beginning annually on a date
designated by the plan. Any board vacancy shall be filled for
the unexpired term by the appointing officer. The Chief
Financial Officer 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
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be engaged by the board 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 employing other staff as the corporation may
require, subject to review and concurrence by the board.

b. The board shall create a Market Accountability Advisory
Committee to assist the corporation in developing awareness of
its rates and its customer and agent service levels in
relationship to the voluntary market insurers writing similar
coverage. The members of the advisory committee shall consist of
the following 11 persons, one of whom must be elected chair by
the members of the committee: four representatives, one
appointed by the Florida Association of Insurance Agents, one by
the Florida Association of Insurance and Financial Advisors, one
by the Professional Insurance Agents of Florida, and one by the
Latin American Association of Insurance Agencies; three
representatives appointed by the insurers with the three highest
voluntary market share of residential property insurance
business in the state; one representative from the Office of
Insurance Regulation; one consumer appointed by the board who is
insured by the corporation at the time of appointment to the
committee; one representative appointed by the Florida
Association of Realtors; and one representative appointed by the
Florida Bankers Association. All members must serve for 3-year
terms and may serve for consecutive terms. The committee shall
report to the corporation at each board meeting on insurance
market issues which may include rates and rate competition with

the voluntary market; service, including policy issuance, claims
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processing, and general responsiveness to policyholders,
applicants, and agents; and matters relating to depopulation.

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

a. Subject to the provisions of s. 627.3517, with respect
to personal lines residential risks, if the risk is offered
coverage from an authorized insurer at the insurer's approved
rate under either a standard policy including wind coverage or,
if consistent with the insurer's underwriting rules as filed
with the office, a basic policy including wind coverage, for a
new application to the corporation for coverage, the risk is not
eligible for any policy issued by the corporation unless the
premium for coverage from the authorized insurer is more than 25
percent greater than the premium for comparable coverage from
the corporation. If the risk is not able to obtain any such
offer, the risk is eligible for either a standard policy
including wind coverage or a basic policy including wind
coverage issued by the corporation; however, if the risk could
not be insured under a standard policy including wind coverage
regardless of market conditions, the risk shall be eligible for
a basic policy including wind coverage unless rejected under
subparagraph 9.8+ However, with regard to a policyholder of the
corporation, the policyholder remains eligible for coverage from
the corporation regardless of any offer of coverage from an
authorized insurer or surplus lines insurer. The corporation
shall determine the type of policy to be provided on the basis
of objective standards specified in the underwriting manual and

based on generally accepted underwriting practices.
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(I) If the risk accepts an offer of coverage through the
market assistance plan or an offer of coverage through a
mechanism established 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 producing agent who
submitted the application to the plan or to the corporation is
not currently appointed by the insurer, the insurer 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 commission for the type of policy
written or a fee equal to the usual and customary commission of
the corporation; or

(B) Offer to allow the producing 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 customary commission

for the type of policy written.

If the producing agent is unwilling or unable to accept
appointment, the new insurer shall pay the agent in accordance
with sub-sub-sub-subparagraph (A).

(IT) When the corporation enters into a contractual
agreement for a take-out plan, the producing agent of record of
the corporation policy is entitled to retain any unearned
commission 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 commission for the
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type of policy written or a fee equal to the usual and customary
commission of the corporation; or
(B) Offer to allow the producing 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

commission for the type of policy written.

If the producing agent is unwilling or unable to accept
appointment, the new insurer shall pay the agent in accordance
with sub-sub-sub-subparagraph (A).

b. With respect to commercial lines residential risks, for
a new application to the corporation for coverage, if the risk
is offered coverage under a policy including wind coverage from
an authorized insurer at its approved rate, the risk is not
eligible for any policy issued by the corporation unless the
premium for coverage from the authorized insurer is more than 25
percent greater than the premium for comparable coverage from
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 corporation. However, with regard to a
policyholder of the corporation, the policyholder remains
eligible for coverage from the corporation regardless of any
offer of coverage from an authorized insurer or surplus lines
insurer.

(I) If the risk accepts an offer of coverage through the
market assistance plan or an offer of coverage through a

mechanism established by the corporation before a policy is
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issued to the risk by the corporation or during the first 30
days of coverage by the corporation, and the producing agent who
submitted the application to the plan or the corporation is not
currently appointed by the insurer, the insurer 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 commission for the type of policy
written or a fee equal to the usual and customary commission of
the corporation; or

(B) Offer to allow the producing 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 customary commission

for the type of policy written.

If the producing agent is unwilling or unable to accept
appointment, the new insurer shall pay the agent in accordance
with sub-sub-sub-subparagraph (A).

(IT) When the corporation enters into a contractual
agreement for a take-out plan, the producing agent of record of
the corporation policy is entitled to retain any unearned
commission 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 commission for the
type of policy written or a fee equal to the usual and customary

commission of the corporation; or
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(B) Offer to allow the producing 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

commission for the type of policy written.

If the producing agent is unwilling or unable to accept
appointment, the new insurer shall pay the agent in accordance
with 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 time the
corporation shall make such application available for review by
general lines agents and authorized property and casualty
insurers. The board shall approve an exception that allows for
coverage to be effective before the end of the 10-day waiting
period, for coverage issued in conjunction with a real estate
closing. The board may approve such other exceptions as the
board determines are necessary to prevent lapses in coverage.

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

8. Must provide that if premium and investment income for
an account attributable to a particular calendar year are in
excess of projected losses 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 shall be used
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652 for that purpose prior to assessing assessable insurersand
653 assessable insureds as to any calendar year.
654 9. Must provide objective criteria and procedures to be
655| uniformly applied for all applicants in determining whether an
656 individual risk is so hazardous as to be uninsurable. In making
657| this determination and in establishing the criteria and
658| procedures, the following shall be considered:
659 a. Whether the likelihood of a loss for the individual
660| risk is substantially higher than for other risks of the same
661 class; and
662 b. Whether the uncertainty associated with the individual
663| risk is such that an appropriate premium cannot be determined.
664
665| The acceptance or rejection of a risk by the corporation shall
666| be construed as the private placement of insurance, and the
667| provisions of chapter 120 shall not apply.
668 10. Must provide that the corporation shall make its best
669 efforts to procure catastrophe reinsurance at reasonable rates,
670| to cover its projected 100-year probable maximum loss as
671| determined by the board of governors.
672
673
674
675 regidential account—or the high risk secount—the corporatien
676| shall—Tevy uponceorporationpelieyhelders—inits next—rakte
677| £iling—eor by o Separate ¥rate filing solely for this purpese——a
678| £Eitizens poltieyholder surcharge arising from o regular

679| assessment—in such aeccountin o pereentage egualteo—the total
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Pay—premium

11.32~= The policies issued by the corporation must provide
that, if the corporation or the market assistance plan obtains
an offer from an authorized insurer to cover the risk at its
approved rates, the risk is no longer eligible for renewal
through the corporation, except as otherwise provided in this
subsection.

12.33~ Corporation policies and applications must include
a notice that the corporation policy could, under this section,
be replaced with a policy issued by an authorized insurer that
does not provide coverage identical to the coverage provided by
the corporation. The notice shall also specify that acceptance
of corporation coverage creates a conclusive presumption that
the applicant or policyholder is aware of this potential.

13.34~ May establish, subject to approval by the office,

different eligibility requirements and operational procedures

for any line or type of coverage for any specified county or
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area if the board determines that such changes to the
eligibility requirements and operational procedures are
justified due to the voluntary market being sufficiently stable
and competitive in such area or for such line or type of
coverage and that consumers who, in good faith, are unable to
obtain insurance through the voluntary market through ordinary
methods would continue to have access to coverage from the
corporation. When coverage is sought in connection with a real
property transfer, such requirements and procedures shall not
provide for an effective date of coverage later than the date of
the closing of the transfer as established by the transferor,

the transferee, and, if applicable, the lender.
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14 .36~ Must provide that the corporation appoint as its

licensed agents only those agents who also hold an appointment
as defined in s. 626.015(3) with an insurer who at the time of
the agent's initial appointment by the corporation is authorized
to write and is actually writing personal lines residential
property coverage, commercial residential property coverage, or
commercial nonresidential property coverage within the state.

15.37= Must provide, by July 1, 2007, a premium payment
plan option to its policyholders which allows for quarterly and
semiannual payment of premiums.

16.38~ Must provide, effective June 1, 2007, that the
corporation contract with each insurer providing the non-wind
coverage for risks insured by the corporation in the high-risk
account, requiring that the insurer provide claims 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 unless the
board finds, after a hearing, that the insurer is not capable of
providing adjusting services at an acceptable level of quality
to corporation policyholders. The terms and conditions of such

contracts must be substantially the same as the contracts that
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the corporation executed with insurers under the "adjust-your-
own" program in 2006, except as may be mutually agreed to by the
parties and except for such changes that the board determines
are necessary to ensure that claims are adjusted appropriately.
The corporation shall provide a process for neutral arbitration
of any dispute between the corporation and the insurer regarding
the terms of the contract. The corporation shall review and
monitor the performance of insurers under these contracts.
17.39+ Must limit coverage on mobile homes or manufactured
homes built prior to 1994 to actual cash value of the dwelling
rather than replacement costs of the dwelling.

18.26+~ May provide such limits of coverage as the board
determines, consistent with the requirements of this subsection.

19.23+ May require commercial property to meet specified
hurricane mitigation construction features as a condition of
eligibility for coverage.

(n) If coverage in an account is deactivated pursuant to
paragraph (o)+£), coverage through the corporation shall be
reactivated by order of the office only under one of the
following circumstances:

1. If the market assistance plan receives a minimum of 100
applications for coverage within a 3-month period, or 200
applications for coverage within a 1l-year period or less for
residential coverage, unless the market assistance plan provides
a quotation from admitted carriers at their filed rates for at
least 90 percent of such applicants. Any market assistance plan
application that is rejected because an individual risk is so

hazardous as to be uninsurable using the criteria specified in
746895
5/4/2007 1:05:40 PM

Page 29 of 65




792
793
794
795
796
797
798
799
800
801
802
803
804
805
806
807
808
809
810
811
812
813
814
815
816
817
818
819

HOUSE AMENDMENT
Bill No. CS/SB 2498

Amendment No.
subparagraph (c)9.8= shall not be included in the minimum
percentage calculation provided herein. In the event that there
is a legal or administrative challenge to a determination by the
office that the conditions of this subparagraph have been met
for eligibility for coverage in the corporation, any eligible
risk may obtain coverage during the pendency of such challenge.

2. In response to a state of emergency declared by the
Governor under s. 252.36, the office may activate coverage by
order for the period of the emergency upon a finding by the
office that the emergency significantly affects the availability
of residential property insurance.

(p)1. The corporation shall certify to the office its
needs for annual assessments as to a particular calendar year,
and for any interim assessments that it deems to be necessary to
sustain operations as to a particular year pending the receipt
of annual assessments. Upon verification, the office shall
approve such certification, and the corporation shall levy such
annual or interim assessments. Such assessments shall be
prorated as provided in paragraph (b). The corporation shall
take all reasonable and prudent steps necessary to collect the
amount of assessment due from each assessable insured insurer,
including, if prudent, filing suit to collect such assessment.

£ ] . . b 1] c
ble 4 e 1] ; holl be levied
Jaies ] . ] ble 4 ;
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] levied ] ] . .
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2. The governing body of any unit of local government, any
residents of which are insured by the corporation, may issue
bonds as defined in s. 125.013 or s. 166.101 from time to time
to fund an assistance program, in conjunction with the
corporation, for the purpose of defraying deficits of the
corporation. In order to avoid needless and indiscriminate
proliferation, duplication, and fragmentation of such assistance
programs, any unit of local government, any residents of which
are insured by the corporation, may provide for the payment of
losses, regardless of whether or not the losses occurred within
or outside of the territorial jurisdiction of the local
government . Revenue bonds under this subparagraph may not be
issued until validated pursuant to chapter 75, unless a state of
emergency is declared by executive order or proclamation of the
Governor pursuant to s. 252.36 making such findings as are
necessary to determine that it is in the best interests of, and
necessary for, the protection of the public health, safety, and
general welfare of residents of this state and declaring it an
essential public purpose to permit certain municipalities or
counties to issue such bonds as will permit relief to claimants
and policyholders of the corporation. Any such unit of local
government may enter into such contracts with the corporation

and with any other entity created pursuant to this subsection as
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are necessary to carry out this paragraph. Any bonds issued
under this subparagraph shall be payable from and secured by
moneys received by the corporation from emergeney assessments
under sub-subparagraph (b)2.3-d-, and assigned and pledged to or
on behalf of the unit of local government for the benefit of the

holders of such bonds. The funds, credit, property, and taxing

power of the state or of the unit of local government shall not

be pledged for the payment of such bonds. Ff—anyeof+the bonds

selveney—ofthe insurer-

3.a~ The corporation shall adopt one or more programs
subject to approval by the office for the reduction of both new
and renewal writings in the corporation. Beginning January 1,
2008, any program the corporation adopts for the payment of
bonuses to an insurer for each risk the insurer removes from the
corporation shall comply with s. 627.3511(2) and may not exceed

the amount referenced in s. 627.3511(2) for each risk removed.
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assessmerts—under sub—subparagraphs—{bi3—a—and—b- However, any

"take-out bonus" or payment to an insurer must be conditioned on

the property being insured for at least 5 years by the insurer,
unless canceled or nonrenewed by the policyholder. If the policy
is canceled or nonrenewed by the policyholder before the end of
the 5-year period, the amount of the take-out bonus must be
prorated for the time period the policy was insured. When the
corporation enters into a contractual agreement for a take-out
plan, the producing agent of record of the corporation policy is
entitled to retain any unearned commission on such policy, and
the insurer shall either:

a.4+F Pay to the producing agent of record of the policy,
for the first year, an amount which is the greater of the
insurer's usual and customary commission for the type of policy
written or a policy fee equal to the usual and customary
commission of the corporation; or

b.4F5) Offer to allow the producing 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 insurer's usual and
customary commission for the type of policy written. If the

producing agent is unwilling or unable to accept appointment by
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the new insurer, the new insurer shall pay the agent in

accordance with sub-sub-subparagraph (I).

4.5+ Effective July 1, 2007, in order to evaluate the

costs and benefits of approved take-out plans, if the
corporation pays a bonus or other payment to an insurer for an

approved take-out plan, it shall maintain a record of the
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address or such other identifying information on the property or
risk removed in order to track if and when the property or risk
is later insured by the corporation.

5.6+~ Any policy taken out, assumed, or removed from the
corporation is, as of the effective date of the take-out,
assumption, or removal, direct insurance issued by the insurer
and not by the corporation, even if the corporation continues to
service the policies. This subparagraph applies to policies of

the corporation and not policies taken out, assumed, or removed

from any other entity.
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(r)+4s)> For the purposes of s. 199.183(1), the corporation
shall be considered a political subdivision of the state and
shall be exempt from the corporate income tax. The premiums,
assessments, investment income, and other revenue of the
corporation are funds received for providing property insurance
coverage as required by this subsection, paying claims for
Florida citizens insured by the corporation, securing and
repaying debt obligations issued by the corporation, and
conducting all other activities of the corporation, and shall
not be considered taxes, fees, licenses, or charges for services
imposed by the Legislature on individuals, businesses, or
agencies outside state government. Bonds and other debt
obligations issued by or on behalf of the corporation are not to
be considered "state bonds" within the meaning of s. 215.58(8).
The corporation is not subject to the procurement provisions of
chapter 287, and policies and decisions of the corporation
relating to incurring debt, levying of assessments and the sale,
issuance, continuation, terms and claims under corporation
policies, and all services relating thereto, are not subject to
the provisions of chapter 120. The corporation is not required
to obtain or to hold a certificate of authority issued by the
office, nor is it required to participate as a member insurer of
the Florida Insurance Guaranty Association. However, the
corporation is required to pay, in the same manner as an
authorized insurer, assessments levied by the Florida Insurance
Guaranty Association. It is the intent of the Legislature that
the tax exemptions provided in this paragraph will augment the

financial resources of the corporation to better enable the
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corporation to fulfill its public purposes. Any debt obligations
issued by the corporation, their transfer, and the income
therefrom, including any profit made on the sale thereof, shall
at all times be free from taxation of every kind by the state
and any political subdivision or local unit or other
instrumentality thereof; however, this exemption does not apply
to any tax imposed by chapter 220 on interest, income, or
profits on debt obligations owned by corporations other than the
corporation.

(s)4=)> Upon a determination by the office that the
conditions giving rise to the establishment and activation of
the corporation no longer exist, the corporation is dissolved.
Upon dissolution, the assets of the corporation shall be applied
first to pay all debts, liabilities, and obligations of the
corporation, including the establishment of reasonable reserves
for any contingent liabilities or obligations, and all remaining
assets of the corporation shall become property of the state and
shall be deposited in the Florida Hurricane Catastrophe Fund.
However, no dissolution shall take effect as long as the
corporation has bonds or other financial obligations outstanding
unless adequate provision has been made for the payment of the
bonds or other financial obligations pursuant to the documents
authorizing the issuance of the bonds or other financial
obligations.

(t)4=r1. Effective July 1, 2002, policies of the
Residential Property and Casualty Joint Underwriting Association
shall become policies of the corporation. All obligations,

rights, assets and liabilities of the Residential Property and
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Casualty Joint Underwriting Association, including bonds, note
and debt obligations, and the financing documents pertaining to
them become those of the corporation as of July 1, 2002. The
corporation is not required to issue endorsements or
certificates of assumption to insureds during the remaining term
of in-force transferred policies.

2. Effective July 1, 2002, policies of the Florida
Windstorm Underwriting Association are transferred to the
corporation and shall become policies of the corporation. All
obligations, rights, assets, and liabilities of the Florida
Windstorm Underwriting Association, including bonds, note and
debt obligations, and the financing documents pertaining to them
are transferred to and assumed by the corporation on July 1,
2002. The corporation is not required to issue endorsements or
certificates of assumption to insureds during the remaining term
of in-force transferred policies.

3. The Florida Windstorm Underwriting Association and the
Residential Property and Casualty Joint Underwriting Association
shall take all actions as may be proper to further evidence the
transfers and shall provide the documents and instruments of
further assurance as may reasonably be requested by the
corporation for that purpose. The corporation shall execute
assumptions and instruments as the trustees or other parties to
the financing documents of the Florida Windstorm Underwriting
Association or the Residential Property and Casualty Joint
Underwriting Association may reasonably request to further
evidence the transfers and assumptions, which transfers and

assumptions, however, are effective on the date provided under
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this paragraph whether or not, and regardless of the date on
which, the assumptions or instruments are executed by the
corporation. Subject to the relevant financing documents
pertaining to their outstanding bonds, notes, indebtedness, or
other financing obligations, the moneys, investments,
receivables, choses in action, and other intangibles of the
Florida Windstorm Underwriting Association shall be credited to
the high-risk account of the corporation, and those of the
personal lines residential coverage account and the commercial
lines residential coverage account of the Residential Property
and Casualty Joint Underwriting Association shall be credited to
the personal lines account and the commercial lines account,
respectively, of the corporation.

4. Effective July 1, 2002, a new applicant for property
insurance coverage who would otherwise have been eligible for
coverage in the Florida Windstorm Underwriting Association is
eligible for coverage from the corporation as provided in this
subsection.

5. The transfer of all policies, obligations, rights,
assets, and liabilities from the Florida Windstorm Underwriting
Association to the corporation and the renaming of the
Residential Property and Casualty Joint Underwriting Association
as the corporation shall in no way affect the coverage with
respect to covered policies as defined in s. 215.555(2) (c)
provided to these entities by the Florida Hurricane Catastrophe
Fund. The coverage provided by the Florida Hurricane Catastrophe
Fund to the Florida Windstorm Underwriting Association based on

its exposures as of June 30, 2002, and each June 30 thereafter
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shall be redesignated as coverage for the high-risk account of
the corporation. Notwithstanding any other provision of law, the
coverage provided by the Florida Hurricane Catastrophe Fund to
the Residential Property and Casualty Joint Underwriting
Association based on its exposures as of June 30, 2002, and each
June 30 thereafter shall be transferred to the personal lines
account and the commercial lines account of the corporation.
Notwithstanding any other provision of law, the high-risk
account shall be treated, for all Florida Hurricane Catastrophe
Fund purposes, as if it were a separate participating insurer
with its own exposures, reimbursement premium, and loss
reimbursement. Likewise, the personal lines and commercial lines
accounts shall be viewed together, for all Florida Hurricane
Catastrophe Fund purposes, as 1f the two accounts were one and
represent a single, separate participating insurer with its own
exposures, reimbursement premium, and loss reimbursement. The
coverage provided by the Florida Hurricane Catastrophe Fund to
the corporation shall constitute and operate as a full transfer
of coverage from the Florida Windstorm Underwriting Association
and Residential Property and Casualty Joint Underwriting to the
corporation.

(u)4¥)> Notwithstanding any other provision of law:

1. The pledge or sale of, the lien upon, and the security
interest in any rights, revenues, or other assets of the
corporation created or purported to be created pursuant to any
financing documents to secure any bonds or other indebtedness of
the corporation shall be and remain valid and enforceable,

notwithstanding the commencement of and during the continuation
746895
5/4/2007 1:05:40 PM

Page 40 of 65




1099
1100
1101
1102
1103
1104
1105
1106
1107
1108
1109
1110
1111
1112
1113
1114
1115
1116
1117
1118
1119
1120
1121
1122
1123
1124
1125
1126

HOUSE AMENDMENT
Bill No. CS/SB 2498
Amendment No.
of, and after, any rehabilitation, insolvency, liquidation,
bankruptcy, receivership, conservatorship, reorganization, or
similar proceeding against the corporation under the laws of
this state.

2. No such proceeding shall relieve the corporation of its
obligation, or otherwise affect its ability to perform its
obligation, to continue to collect, or levy and collect,
assessments, market equalization or other surcharges under
subparagraph—{ter16—-, or any other rights, revenues, or other
assets of the corporation pledged pursuant to any financing
documents.

3. Each such pledge or sale of, lien upon, and security
interest in, including the priority of such pledge, lien, or
security interest, any such assessments, market equalization or
other surcharges, or other rights, revenues, or other assets
which are collected, or levied and collected, after the
commencement of and during the pendency of, or after, any such
proceeding shall continue unaffected by such proceeding. As used
in this subsection, the term "financing documents" means any
agreement or agreements, instrument or instruments, or other
document or documents now existing or hereafter created
evidencing any bonds or other indebtedness of the corporation or
pursuant to which any such bonds or other indebtedness has been
or may be issued and pursuant to which any rights, revenues, or
other assets of the corporation are pledged or sold to secure
the repayment of such bonds or indebtedness, together with the
payment of interest on such bonds or such indebtedness, or the

payment of any other obligation or financial product, as defined
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in the plan of operation of the corporation related to such
bonds or indebtedness.

4. Any such pledge or sale of assessments, revenues,
contract rights, or other rights or assets of the corporation
shall constitute a lien and security interest, or sale, as the
case may be, that is immediately effective and attaches to such
assessments, revenues, or contract rights or other rights or
assets, whether or not imposed or collected at the time the
pledge or sale is made. Any such pledge or sale is effective,
valid, binding, and enforceable against the corporation or other
entity making such pledge or sale, and valid and binding against
and superior to any competing claims or obligations owed to any
other person or entity, including policyholders in this state,
asserting rights in any such assessments, revenues, or contract
rights or other rights or assets to the extent set forth in and
in accordance with the terms of the pledge or sale contained in
the applicable financing documents, whether or not any such
person or entity has notice of such pledge or sale and without
the need for any physical delivery, recordation, filing, or
other action.

5. As long as the corporation has any bonds outstanding,
the corporation may not file a voluntary petition under chapter
9 of the federal Bankruptcy Code or such corresponding chapter
or sections as may be in effect, from time to time, and a public
officer or any organization, entity, or other person may not
authorize the corporation to be or become a debtor under chapter

9 of the federal Bankruptcy Code or such corresponding chapter

746895
5/4/2007 1:05:40 PM
Page 42 of 65




1154
1155
1156
1157
1158
1159
1160
1161
1162
1163
1164
1165
1166
1167
1168
1169
1170
1171
1172
1173
1174
1175
1176
1177
1178
1179
1180
1181

HOUSE AMENDMENT
Bill No. CS/SB 2498
Amendment No.
or sections as may be in effect, from time to time, during any
such period.

6. If ordered by a court of competent jurisdiction, the
corporation may assume policies or otherwise provide coverage
for policyholders of an insurer placed in liquidation under
chapter 631, under such forms, rates, terms, and conditions as
the corporation deems appropriate, subject to approval by the
office.

(v)4w)+1. The following records of the corporation are
confidential and exempt from the provisions of s. 119.07(1) and
s. 24(a), Art. I of the State Constitution:

a. Underwriting files, except that a policyholder or an
applicant shall have access to his or her own underwriting
files.

b. Claims files, until termination of all litigation and
settlement of all claims arising out of the same incident,
although portions of the claims files may remain exempt, as
otherwise provided by law. Confidential and exempt claims file
records may be released to other governmental agencies upon
written request and demonstration of need; such records held by
the receiving agency remain confidential and exempt as provided
for herein.

c. Records obtained or generated by an internal auditor
pursuant to a routine audit, until the audit is completed, or if
the audit is conducted as part of an investigation, until the
investigation is closed or ceases to be active. An investigation
is considered "active" while the investigation is being

conducted with a reasonable, good faith belief that it could
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lead to the filing of administrative, civil, or criminal
proceedings.

d. Matters reasonably encompassed in privileged attorney-
client communications.

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

f. All information relating to the medical condition or
medical status of a corporation employee which is not relevant
to the employee's capacity to perform his or her duties, except
as otherwise provided in this paragraph. Information which is
exempt shall include, but is not limited to, information
relating to workers' compensation, insurance benefits, and
retirement or disability benefits.

g. Upon an employee's entrance into the employee
assistance program, a program to assist any employee who has a
behavioral or medical disorder, substance abuse problem, or
emotional difficulty which affects the employee's job
performance, all records relative to that participation shall be
confidential and exempt from the provisions of s. 119.07(1) and
s. 24(a), Art. I of the State Constitution, except as otherwise
provided in s. 112.0455(11).

h. Information relating to negotiations for financing,
reinsurance, depopulation, or contractual services, until the
conclusion of the negotiations.

i. Minutes of closed meetings regarding underwriting
files, and minutes of closed meetings regarding an open claims

file until termination of all litigation and settlement of all
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claims with regard to that claim, except that information

otherwise confidential or exempt by law will be redacted.

When an authorized insurer is considering underwriting a risk
insured by the corporation, relevant underwriting files and
confidential claims files may be released to the insurer
provided the insurer agrees in writing, notarized and under
oath, to maintain the confidentiality of such files. When a file
is transferred to an insurer that file is no longer a public
record because it is not held by an agency subject to the
provisions of the public records law. Underwriting files and
confidential claims files may also be released to staff of and
the board of governors of the market assistance plan established
pursuant to s. 627.3515, who must retain the confidentiality of
such files, except such files may be released to authorized
insurers that are considering assuming the risks to which the
files apply, provided the insurer agrees in writing, notarized
and under oath, to maintain the confidentiality of such files.
Finally, the corporation or the board or staff of the market
assistance plan may make the following information obtained from
underwriting files and confidential claims files available to
licensed general lines insurance agents: name, address, and
telephone number of the residential property owner or insured;
location of the risgk; rating information; loss history; and
policy type. The receiving licensed general lines insurance
agent must retain the confidentiality of the information

received.
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2. Portions of meetings of the corporation are exempt from
the provisions of s. 286.011 and s. 24 (b), Art. I of the State
Constitution wherein confidential underwriting files or
confidential open claims files are discussed. All portions of
corporation meetings which are closed to the public shall be
recorded by a court reporter. The court reporter shall record
the times of commencement and termination of the meeting, all
discussion and proceedings, the names of all persons present at
any time, and the names of all persons speaking. No portion of
any closed meeting shall be off the record. Subject to the
provisions hereof and s. 119.07(1) (b)-(d), the court reporter's
notes of any closed meeting shall be retained by the corporation
for a minimum of 5 years. A copy of the transcript, less any
exempt matters, of any closed meeting wherein claims are
discussed shall become public as to individual claims after
settlement of the claim.

(w)4) It is the intent of the Legislature that the
amendments to this subsection enacted in 2002 should, over time,
reduce the probable maximum windstorm losses in the residual
markets and should reduce the potential assessments to be levied
on property insurers and policyholders statewide. In furtherance
of this intent:

1. The board shall, on or before February 1 of each year,
provide a report to the President of the Senate and the Speaker
of the House of Representatives showing the reduction or
increase in the 100-year probable maximum loss attributable to
wind-only coverages and the quota share program under this

subsection combined, as compared to the benchmark 100-year
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probable maximum loss of the Florida Windstorm Underwriting
Association. For purposes of this paragraph, the benchmark 100-
year probable maximum loss of the Florida Windstorm Underwriting
Association shall be the calculation dated February 2001 and
based on November 30, 2000, exposures. In order to ensure
comparability of data, the board shall use the same methods for
calculating its probable maximum loss as were used to calculate
the benchmark probable maximum loss.

2. Beginning February 1, 2010, if the report under
subparagraph 1. for any year indicates that the 100-year
probable maximum loss attributable to wind-only coverages and
the quota share program combined does not reflect a reduction of
at least 25 percent from the benchmark, the board shall reduce
the boundaries of the high-risk area eligible for wind-only
coverages under this subsection in a manner calculated to reduce
such probable maximum loss to an amount at least 25 percent
below the benchmark.

3. Beginning February 1, 2015, if the report under
subparagraph 1. for any year indicates that the 100-year
probable maximum loss attributable to wind-only coverages and
the quota share program combined does not reflect a reduction of
at least 50 percent from the benchmark, the boundaries of the
high-risk area eligible for wind-only coverages under this
subsection shall be reduced by the elimination of any area that
is not seaward of a line 1,000 feet inland from the Intracoastal
Waterway.

(x)4¥>+ In enacting the provisions of this section, the

Legislature recognizes that both the Florida Windstorm
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Underwriting Association and the Residential Property and
Casualty Joint Underwriting Association have entered into
financing arrangements that obligate each entity to service its
debts and maintain the capacity to repay funds secured under
these financing arrangements. It is the intent of the
Legislature that nothing in this section be construed to
compromise, diminish, or interfere with the rights of creditors
under such financing arrangements. It is further the intent of
the Legislature to preserve the obligations of the Florida
Windstorm Underwriting Association and Residential Property and
Casualty Joint Underwriting Association with regard to
outstanding financing arrangements, with such obligations
passing entirely and unchanged to the corporation and,
specifically, to the applicable account of the corporation. So
long as any bonds, notes, indebtedness, or other financing
obligations of the Florida Windstorm Underwriting Association or
the Residential Property and Casualty Joint Underwriting
Association are outstanding, under the terms of the financing
documents pertaining to them, the governing board of the
corporation shall have and shall exercise the authority to levy,
charge, collect, and receive all premiums, assessments,
surcharges, charges, revenues, and receipts that the
associations had authority to levy, charge, collect, or receive
under the provisions of subsection (2) and this subsection,
respectively, as they existed on January 1, 2002, to provide
moneys, without exercise of the authority provided by this
subsection, in at least the amounts, and by the times, as would

be provided under those former provisions of subsection (2) or
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this subsection, respectively, so that the value, amount, and
collectability of any assets, revenues, oOr revenue source
pledged or committed to, or any lien thereon securing such
outstanding bonds, notes, indebtedness, or other financing
obligations will not be diminished, impaired, or adversely
affected by the amendments made by this act and to permit
compliance with all provisions of financing documents pertaining
to such bonds, notes, indebtedness, or other financing
obligations, or the security or credit enhancement for them, and
any reference in this subsection to bonds, notes, indebtedness,
financing obligations, or similar obligations, of the
corporation shall include like instruments or contracts of the
Florida Windstorm Underwriting Association and the Residential
Property and Casualty Joint Underwriting Association to the
extent not inconsistent with the provisions of the financing
documents pertaining to them.

(y)+4=)> The corporation shall not require the securing of
flood insurance as a condition of coverage if the insured or
applicant executes a form approved by the office affirming that
flood insurance is not provided by the corporation and that if
flood insurance is not secured by the applicant or insured in
addition to coverage by the corporation, the risk will not be
covered for flood damage. A corporation policyholder electing
not to secure flood insurance and executing a form as provided
herein making a claim for water damage against the corporation
shall have the burden of proving the damage was not caused by

flooding. Notwithstanding other provisions of this subsection,
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the corporation may deny coverage to an applicant or insured who
refuses to execute the form described herein.

(z)4=a)> A salaried employee of the corporation who
performs policy administration services subsequent to the
effectuation of a corporation policy is not required to be
licensed as an agent under the provisions of s. 626.112.

(aa)4kb)» By February 1, 2007, the corporation shall submit
a report to the President of the Senate, the Speaker of the
House of Representatives, the minority party leaders of the
Senate and the House of Representatives, and the chairs of the
standing committees of the Senate and the House of
Representatives having jurisdiction over matters relating to
property and casualty insurance. In preparing the report, the
corporation shall consult with the Office of Insurance
Regulation, the Department of Financial Services, and any other
party the corporation determines appropriate. The report must
include all findings and recommendations on the feasibility of
requiring authorized insurers that issue and service personal
and commercial residential policies and commercial
nonresidential policies that provide coverage for basic property
perils except for the peril of wind to issue and service for a
fee personal and commercial residential policies and commercial
nonresidential policies providing coverage for the peril of wind
issued by the corporation. The report must include:

1. The expense savings to the corporation of issuing and

servicing such policies as determined by a cost-benefit

analysis.
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2. The expenses and liability to authorized insurers
associated with issuing and servicing such policies.

3. The effect on service to policyholders of the
corporation relating to issuing and servicing such policies.

4. The effect on the producing agent of the corporation of
issuing and servicing such policies.

5. Recommendations as to the amount of the fee which
should be paid to authorized insurers for issuing and servicing
such policies.

6. The effect that issuing and servicing such policies
will have on the corporation's number of policies, total insured
value, and probable maximum loss.

(bb)4ee} There shall be no liability on the part of, and
no cause of action of any nature shall arise against, producing
agents of record of the corporation or employees of such agents
for insolvency of any take-out insurer.

(cc)+4de-1. For policies subject to nonrenewal as a result
of the risk being no longer eligible for coverage due to being
valued at $1 million or more, the corporation shall, directly or
through the market assistance plan, make information from
confidential underwriting and claims files of policyholders
available only to licensed general lines agents who register
with the corporation to receive such information according to
the following procedures:

2. By August 1, 2006, the corporation shall provide such
policyholders who are not eligible for renewal the opportunity
to request in writing, within 30 days after the notification is

sent, that information from their confidential underwriting and
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claims files not be released to licensed general lines agents
registered pursuant to this paragraph.

3. By August 1, 2006, the corporation shall make available
to licensed general lines agents the registration procedures to
be used to obtain confidential information from underwriting and
claims files for such policies not eligible for renewal. As a
condition of registration, the corporation shall require the
licensed general lines agent to attest that the agent has the
experience and relationships with authorized or surplus lines
carriers to attempt to offer replacement coverage for such
policies.

4. By September 1, 2006, the corporation shall make
available through a secured website to licensed general lines
agents registered pursuant to this paragraph application,
rating, loss history, mitigation, and policy type information
relating to such policies not eligible for renewal and for which
the policyholder has not requested the corporation withhold such
information. The registered licensed general lines agent may use
such information to contact and assist the policyholder in
securing replacement policies, and the agent may disclose to the
policyholder that such information was obtained from the
corporation.

(dd)4ee) The assets of the corporation may be invested and
managed by the State Board of Administration.

Section 13. Subsection (1) of section 624.4072, Florida
Statutes, is amended to read:

624.4072 Minority-owned property and casualty insurers;

limited exemption for taxation and assessments.--
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(1) A minority business that is at least 51 percent owned
by minority persons, as defined in s. 288.703(3), initially
issued a certificate of authority in this state as an authorized
insurer after May 1, 1998, and before January 1, 2002, to write
property and casualty insurance shall be exempt, for a period
not to exceed 10 years from the date of receiving its
certificate of authority, from thefolleowing taxes—and
asSsessments

42> taxes imposed under ss. 175.101, 185.08, and 624.509+

) ] : T
eefpefaEi eIiI e*eepE Eef emei‘f§ETie? asseSS"leIiES ee}}eeEed £¥em:

Section 14. Subsections (3), (4), (5), (6), and (7) of
section 627.3511, Florida Statutes, are amended to read:
627.3511 Depopulation of Citizens Property Insurance

Corporation.--
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(3)+44) AGENT BONUS.--When the corporation enters into a
contractual agreement for a take-out plan that provides a bonus
to the insurer, the producing agent of record of the corporation
policy is entitled to retain any unearned commission on such
policy, and the insurer shall either:

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

(b) Offer to allow the producing 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

commission for the type of policy written.

If the producing agent is unwilling or unable to accept
appointment, the new insurer shall pay the agent in accordance
with paragraph (a). The requirement of this subsection that the
producing agent of record is entitled to retain the unearned
commission on an association policy does not apply to a policy
for which coverage has been provided in the association for 30

days or less or for which a cancellation notice has been issued
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pursuant to s. 627.351(6) (c)10.33~ during the first 30 days of
coverage.
(4)45)> APPLICABILITY.--

4=+ The take-out bonus provided by subsection (2) applies

appty only if the corporation policy is replaced by either a

standard policy including wind coverage or, if consistent with
the insurer's underwriting rules as filed with the office, a
basic policy including wind coverage; however, with respect to
risks located in areas where coverage through the high-risk
account of the corporation is available, the replacement policy
need not provide wind coverage. The insurer must renew the
replacement policy at approved rates on substantially similar
terms for four additional 1l-year terms, unless canceled or not
renewed by the policyholder. If an insurer assumes the
corporation's obligations for a policy, it must issue a
replacement policy for a l-year term upon expiration of the
corporation policy and must renew the replacement policy at
approved rates on substantially similar terms for four
additional 1l-year terms, unless canceled or not renewed by the
policyholder. For each replacement policy canceled or nonrenewed
by the insurer for any reason during the 5-year coverage period
required by this paragraph, the insurer must remove from the
corporation one additional policy covering a risk similar to the
risk covered by the canceled or nonrenewed policy. In addition
to these requirements, the corporation must place the bonus
moneys in escrow for a period of 5 years; such moneys may be

released from escrow only to pay claims. If the policy is
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canceled or nonrenewed before the end of the 5-year period, the
amount of the take-out bonus must be prorated for the time
period the policy was insured. A take-out bonus provided by
subsection (2) or subsection (5)+46) shall not be considered
premium income for purposes of taxes and assessments under the
Florida Insurance Code and shall remain the property of the
corporation, subject to the prior security interest of the
insurer under the escrow agreement until it is released from
escrow, and after it is released from escrow it shall be

considered an asset of the insurer and credited to the insurer's

capital and surplus.

(5)46)> COMMERCIAL RESIDENTIAL TAKE-OUT PLANS.--

(a) The corporation shall pay a bonus to an insurer for
each commercial residential policy that the insurer removes from
the corporation pursuant to an approved take-out plan, either by
issuance of a new policy upon expiration of the corporation
policy or by assumption of the corporation's obligations with
respect to an in-force policy. The corporation board shall
determine the amount of the bonus based on such factors as the
coverage provided, relative hurricane risk, the length of time
that the property has been covered by the corporation, and the
criteria specified in paragraphs (b) and (c). The amount of the

bonus with respect to a particular policy may not exceed 25
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percent of the corporation's l-year premium for the policy. Such
payment is subject to approval of the corporation board. In
order to qualify for the bonus under this subsection, the take-
out plan must include policies reflecting at least $100 million
in structure exposure.

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

1. At least 40 percent of the policies removed from the
corporation under the plan must be located in Dade, Broward, and
Palm Beach Counties, or at least 30 percent of the policies
removed from the corporation under the plan must be located in
such counties and an additional 50 percent of the policies
removed from the corporation must be located in other coastal
counties.

2. The insurer must renew the replacement policy at
approved rates on substantially similar terms for two additional
l-year terms, unless canceled or nonrenewed by the insurer for a
lawful reason other than reduction of hurricane exposure. If an
insurer assumes the corporation's obligations for a policy, it
must issue a replacement policy for a l-year term upon
expiration of the corporation policy and must renew the
replacement policy at approved rates on substantially similar
terms for two additional 1l-year terms, unless canceled by the
insurer for a lawful reason other than reduction of hurricane
exposure. For each replacement policy canceled or nonrenewed by
the insurer for any reason during the 3-year coverage period
required by this subparagraph, the insurer must remove from the
corporation one additional policy covering a risk similar to the

risk covered by the canceled or nonrenewed policy.
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(c) A take-out plan is deemed approved unless the office,
within 120 days after the board votes to recommend the plan,
disapproves the plan based on:

1. The capacity of the insurer to absorb the policies
proposed to be taken out of the corporation and the
concentration of risks of those policies.

2. Whether the geographic and risk characteristics of
policies in the proposed take-out plan serve to reduce the
exposure of the corporation sufficiently to justify the bonus.

3. Whether coverage for risks to be taken out otherwise
exists in the admitted voluntary market.

4. The degree to which the take-out bonus is promoting new

capital being allocated by the insurer to residential property

coverage in this state.
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(6)4#F A minority business, which is at least 51 percent

owned by minority persons as described in s. 288.703(3),
desiring to operate or become licensed as a property and

casualty insurer may exempt up to $50 of the escrow regquirements
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of the take-out bonus, as described in this section. Such
minority business, which has applied for a certificate of
authority to engage in business as a property and casualty
insurer, may simultaneously file the business' proposed take-out
plan, as described in this section, with the corporation.

Section 15. Paragraph (a) of subsection (3) of section
627.3515, Florida Statutes, as amended by chapter 2007-1, Laws
of Florida, is amended to read:

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

(3) (a) The plan and the corporation shall develop a
business plan and present it to the Financial Services
Commission for approval by September 1, 2007, to provide for the
implementation of an electronic database for the purpose of

confirming eligibility pursuant to s. 627.351(6). The business

plan may provide that authorized insurers or agents of

authorized insurers may submit to the plan or the corporation in

electronic form, as determined by the plan or the corporation,

information determined necessary by the plan or the corporation

to deny coverage to risks ineligible for coverage by the

corporation. Any authorized insurer submitting such information

that results in a risk being denied coverage by the corporation

is required to offer coverage to the risk at its approved rates,

for the coverage and premium quoted, for at least 1 year.

Section 16. Section 627.3517, Florida Statutes, is amended
to read:

627.3517 Consumer choice.--
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HOUSE AMENDMENT
Bill No. CS/SB 2498
Amendment No.

(1) EBxecept—asprovidedin subseetion {2} No provision of
sS. 627.351, s. 627.3511, or s. 627.3515 shall be construed to
impair the right of any insurance risk apportionment plan
policyholder, upon receipt of any keepout or take-out offer, to
retain his or her current agent, so long as that agent is duly
licensed and appointed by the insurance risk apportionment plan
or otherwise authorized to place business with the insurance
risk apportionment plan. This right shall not be canceled,
suspended, impeded, abridged, or otherwise compromised by any
rule, plan of operation, or depopulation plan, whether through
keepout, take-out, midterm assumption, or any other means, of
any insurance risk apportionment plan or depopulation plan,
including, but not limited to, those described in s. 627.351, s.
627.3511, or s. 627.3515. The commission shall adopt any rules
necessary to cause any insurance risk apportionment plan or
market assistance plan under such sections to demonstrate that
the operations of the plan do not interfere with, promote, or
allow interference with the rights created under this section.
If the policyholder's current agent is unable or unwilling to be
appointed with the insurer making the take-out or keepout offer,
the policyholder shall not be disqualified from participation in
the appropriate insurance risk apportionment plan because of an
offer of coverage in the voluntary market. An offer of full
property insurance coverage by the insurer currently insuring
either the ex-wind or wind-only coverage on the policy to which
the offer applies shall not be considered a take-out or keepout
offer. Any rule, plan of operation, or plan of depopulation,

through keepout, take-out, midterm assumption, or any other
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Bill No. CS/SB 2498

Amendment No.
means, of any property insurance risk apportionment plan under
S. 627.351(2) or (6) is subject to ss. 627.351(2) (b) and (6) (c)
and 627.3511 (3)+44).
====== D I RECTORY AMEDNDMENT ======

Remove lines 744-747, and insert:

Section 5. Paragraphs (a), (b), (c¢), (n), (p), (r), (s),
(), (v, v, (w), x), (y), (z), (aa), (bb), (cc), (dd), and
(ee) of subsection (6) of section 627.351, Florida Statutes, as

amended by chapter 2007-1, Laws of Florida, are amended to read:

========= T I TLE AMENDMENT =========

Remove lines 2612-2626,
and insert:
the economic health of the state; deleting provisions relating
to assessing assessable insurers; deleting provisions relating
to what constitutes an assessable insurer; deleting provisions
relating to deficit in an account; revising the definition of
the term "assessments"; deleting provisions relating to subject
lines of business; revising powers of the corporation to levy
certain assessments; deleting provisions relating to unsold
bonds; revising powers of the corporation; deleting provisions
relating to credits and exemptions from assessments; revising
provisions for determining eligibility for coverage under the
corporation; reinstating certain rate filings by the
corporation; deleting provisions relating to the uncollected
assessments; deleting provisions relieving assessable insurers

of liability under certain circumstances; amending s. 627.3515,
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Amendment No.
F.S.; revising criteria for an electronic database for a
business plan; amending ss. 624.4072, 627.3511, and 627.3517,
F.S.; conforming provisions to changes made by this act;
deleting a provision specifying nonapplication for a certain

period; correcting cross-references; amending s.
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