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By Senator Garcia

40- 1745A- 07

1 A Dbill to be entitled

2 An act relating to the Citizens Property

3 I nsurance Corporation; amending s. 627.351

4 F.S.; revising legislative findings to provide
5 a finding that the |ack of affordable property
6 i nsurance threatens the public health, safety,
7 and wel fare and threatens the econonic health
8 of the state; authorizing the corporation to

9 offer nmultiperil coverage, w nd-only coverage,
10 or both types of coverage in the high-risk

11 account; providing legislative intent that such
12 coverage not affect the creditworthiness of or
13 security for outstanding financing obligations
14 of the high-risk account, the personal |ines
15 account, or the commercial |ines account;

16 authorizing a policyholder to choose coverage
17 fromthe corporation regardl ess of the

18 availability of other coverage under certain
19 ci rcunstances; deleting certain limtations on
20 eligibility for a policy issued by the
21 corporation; revising requirenents for the
22 corporation in determ ni ng whet her an
23 i ndividual risk is eligible for coverage;
24 del eting provisions providing that a
25 policyhol der is no |onger eligible for coverage
26 if an authorized insurer offers coverage at an
27 approved rate; prohibiting i ssuance of new
28 certificates of authority to certain insurers;
29 provi ding for expiration of existing
30 certificates of authority of certain insurers;
31 prohibiting the O fice of Insurance Regul ation
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1 and the Financial Services Conmission from

2 renewi ng or reissuing existing certificates of

3 authority of certain insurers; requiring rate

4 filings of certain insurers to include certain

5 parent conpany profits information; providing

6 effective dates.

7

8| Be It Enacted by the Legislature of the State of Florida:

9

10 Section 1. Paragraphs (a), (b), and (c) of subsection
11| (6) of section 627.351, Florida Statutes, as anended by

12| section 21 of chapter 2007-1, Laws of Florida, is anended to
13| read:

14 627.351 Insurance risk apportionnment plans.--

15 (6) CITIZENS PROPERTY | NSURANCE CORPORATI ON. - -

16 (a)l. The Leqgislature finds that private insurers are
17| unwilling or unable to provide affordable property insurance
18| coverage in this state to the extent sought and needed. The
19| absence of affordable property insurance threatens the public
20| health, safety, and welfare and |ikewise threatens the

21| econonic health of the state. The Legislature finds therefore
22| that it is a conpelling public interest and public purpose to
23| assist in ensuring that property in the state is i nsured and
24| that it is insured at affordable rates so as to facilitate the
25| renediation, reconstruction, and repl acenent of dammged or

26| destroyed property in order to reduce or avoid the negative
27| effects otherwise resulting to the public health, safety, and
28| welfare; to the econony of the state; and to the revenues of
29| the state and |ocal governments which are needed to provide
30| for the public welfare. It is necessary, therefore, to provide
31| affordable property insurance to applicants who are in good
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faith entitled to procure insurance through the voluntary

mar ket _but are unable to do so. The lLegislature intends by

this subsection that affordable property insurance be provided

and that it continue, as long as necessary, through an entity

that is not devoted to private profitnmaking pursuits and that

is organi zed to achi eve efficiencies and econonies, while

providing service to policyholder, applicants, and agents

whi ch equals or exceeds the quality generally provided in the

voluntary market, all toward the achi evenent of the foregoing

public purposes. To that end, such entity shall strive to

increase the availability of affordable property insurance in

this state and shall offer the | owest rates possible

consistent with sound business practices. Because it is

essential for the corporation to have the maxi num financi a

resources to pay clains following a catastrophic hurricane, it

is the intent of the lLegislature that the incone of the

corporation be exenpt fromfederal incone taxation and that

interest on the debt obligations issued by the corporation be

exenpt fromfederal incone taxation. Fhetegistaturefinds
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exermpt—fromfederal—ineormetaxation—
2. The Residential Property and Casualty Joint

Underwriting Association originally created by this statute
shall be known, as of July 1, 2002, as the Citizens Property
I nsurance Corporation. The corporation shall provide insurance
for residential and comercial property, for applicants who
are in good faith entitled, but are unable, to procure
i nsurance through the voluntary market. The corporation shal
operate pursuant to a plan of operation approved by order of
t he Fi nanci al Services Comr ssion. The plan is subject to
conti nuous review by the commi ssion. The comr ssion may, by
order, withdraw approval of all or part of a plan if the
conmmi ssi on determ nes that conditions have changed since
approval was granted and that the purposes of the plan require
changes in the plan. The corporation shall continue to operate
pursuant to the plan of operation approved by the Ofice of
I nsurance Regul ation until October 1, 2006. For the purposes

4
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1| of this subsection, residential coverage includes both

2| personal lines residential coverage, which consists of the

3| type of coverage provided by honeowner's, nobile honme owner's,
4| dwelling, tenant's, condom niumunit owner's, and sinilar

5| policies, and commercial |ines residential coverage, which

6| consists of the type of coverage provided by condom ni um

7| association, apartnment building, and simlar policies.

8 3. For the purposes of this subsection, the term

9| "honest ead property" neans:

10 a. Property that has been granted a honestead

11| exenption under chapter 196;

12 b. Property for which the owner has a current, witten
13| lease with a renter for a termof at |east 7 nonths and for

14| which the dwelling is insured by the corporation for $200, 000
15| or less;

16 c. An owner-occupi ed nobile home or manufactured hone,
17| as defined in s. 320.01, which is permanently affixed to rea
18| property, is owned by a Florida resident, and has been granted
19| a homestead exenption under chapter 196 or, if the owner does
20| not own the real property, the owner certifies that the nobile
21| home or manufactured honme is his or her principal place of

22| residence;

23 d. Tenant's coverage;

24 e. Comercial lines residential property; or

25 f. Any county, district, or nunicipal hospital; a

26| hospital licensed by any not-for-profit corporation qualified
27| under s. 501(c)(3) of the United States Internal Revenue Code;
28| or a continuing care retirenment conmunity that is certified
29| under chapter 651 and that receives an exenption from ad

30| val orem taxes under chapter 196.

31
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4. For the purposes of this subsection, the term
"nonhonest ead property" neans property that is not honestead
property.

5. Effective July 1, 2008, a personal |ines
residential structure that has a dwelling replacenent cost of
$1 million or nore, or a single condominiumunit that has a
conbi ned dwel ling and content replacenent cost of $1 million
or nore is not eligible for coverage by the corporation. Such
dwel l'i ngs insured by the corporation on June 30, 2008, may
continue to be covered by the corporation until the end of the
policy term However, such dwellings that are insured by the
corporation and becone ineligible for coverage due to the
provi sions of this subparagraph may reapply and obtain
coverage in the high-risk account and be consi dered
"nonhonest ead property" if the property owner provides the
corporation with a sworn affidavit fromone or nore insurance
agents, on a form provided by the corporation, stating that
the agents have nade their best efforts to obtain coverage and
that the property has been rejected for coverage by at | east
one authorized insurer and at |east three surplus lines
insurers. |If such conditions are net, the dwelling my be
i nsured by the corporation for up to 3 years, after which tine
the dwelling is ineligible for coverage. The office shal
approve the nmethod used by the corporation for valuing the
dwel 1'i ng repl acenment cost for the purposes of this
subpar agraph. If a policyholder is insured by the corporation
prior to being determned to be ineligible pursuant to this
subpar agr aph and such policyholder files a |l awsuit challenging
the determination, the policyholder nmay remain i nsured by the

corporation until the conclusion of the litigation.

6
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1 6. For properties constructed on or after January 1,

2| 2009, the corporation may not insure any property | ocated

3| within 2,500 feet |andward of the coastal construction contro
4| line created pursuant to s. 161.053 unless the property neets
5| the requirenents of the code-plus building standards devel oped
6| by the Florida Building Comi ssion.

7 7. It is the intent of the Legislature that

8| policyhol ders, applicants, and agents of the corporation

9| receive service and treatnent of the hi ghest possible |eve

10| but never less than that generally provided in the voluntary
11| market. It also is intended that the corporation be held to
12| service standards no | ess than those applied to insurers in

13| the voluntary market by the office with respect to

14| responsiveness, tineliness, customer courtesy, and overal

15| dealings with policyholders, applicants, or agents of the

16| corporation.

17 (b)1. Al insurers authorized to wite one or nore

18| subject lines of business in this state are subject to

19| assessnment by the corporation and, for the purposes of this
20| subsection, are referred to collectively as "assessabl e

21| insurers." Insurers witing one or nore subject |ines of

22| business in this state pursuant to part VIII of chapter 626
23| are not assessable insurers, but insureds who procure one or
24| nore subject lines of business in this state pursuant to part
25 VIl of chapter 626 are subject to assessnent by the

26| corporation and are referred to collectively as "assessabl e
27| insureds." An authorized insurer's assessnent liability shal
28| begin on the first day of the cal endar year follow ng the year
29| in which the insurer was issued a certificate of authority to
30| transact insurance for subject lines of business in this state
31| and shall terminate 1 year after the end of the first cal endar
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1| year during which the insurer no | onger holds a certificate of
2| authority to transact insurance for subject |ines of business
3| in this state.

4 2.a. Al revenues, assets, liabilities, |osses, and

5| expenses of the corporation shall be divided into three

6| separate accounts as foll ows:

7 (1) A personal lines account for personal residentia
8| policies issued by the corporation or issued by the

9| Residential Property and Casualty Joint Underwiting

10| Association and renewed by the corporation that provide

11| conmprehensive, nultiperil coverage on risks that are not

12| located in areas eligible for coverage in the Florida

13| Wndstorm Underwriting Associ ati on as those areas were defi ned
14| on January 1, 2002, and for such policies that do not provide
15| coverage for the peril of wind on risks that are located in
16| such areas;

17 (I')y A comercial lines account for comrercia

18| residential and comercial nonresidential policies issued by
19| the corporation or issued by the Residential Property and

20| Casualty Joint Underwriting Association and renewed by the

21| corporation that provide coverage for basic property perils on
22| risks that are not located in areas eligible for coverage in
23| the Florida Wndstorm Underwiting Associ ation as those areas
24| were defined on January 1, 2002, and for such policies that do
25| not provide coverage for the peril of wind on risks that are
26| | ocated in such areas; and

27 (I'r1) A high-risk account for personal residentia

28| policies and commercial residential and commercia

29| nonresidential property policies issued by the corporation or
30| transferred to the corporation that provide coverage for the
31| peril of wind on risks that are located in areas eligible for
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coverage in the Florida Wndstorm Underwiting Associ ation as

those areas were defined on January 1, 2002. Beginning July 1,

2007, the corporation may offer nultiperil coverage, w nd-only

coverage, or both types of coverage in the high-risk account.

In issuing multiperil coverage, the corporation may use its

approved policy forns and rates for personal |lines accounts

t hrough Decenber 31, 2007. It is the intent of the Leqgislature

that the offer of nultiperil coverage in the high-risk account

be made and inplenented in _a nmanner that does not adversely

affect the creditworthiness of or security for currently

out st andi ng financing obligations or credit facilities of the

hi gh-ri sk account, the personal lines account, or the

commercial lines account. Subject to the approval of a

busi ness plan by the Financial Services Conmm ssion and
Legi sl ati ve Budget Conmi ssion as provided in this
sub- sub- subpar agraph, but no earlier than March 31, 2007, the
corporation may offer policies that provide multiperi
coverage and the corporation shall continue to offer policies
that provi de coverage only for the peril of wind for risks
| ocated in areas eligible for coverage in the high-risk
account. In issuing nultiperil coverage, the corporation may
use its approved policy fornms and rates for the personal |ines
account. An applicant or insured who is eligible to purchase a
nmul tiperil policy fromthe corporation may purchase a
mul tiperil policy froman authorized insurer wthout prejudice
to the applicant's or insured's eligibility to prospectively
purchase a policy that provides coverage only for the peril of
wi nd fromthe corporation. An applicant or insured who is
eligible for a corporation policy that provides coverage only
for the peril of wind nay elect to purchase or retain such
policy and al so purchase or retain coverage excludi ng w nd

9
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froman authorized insurer without prejudice to the
applicant's or insured's eligibility to prospectively purchase
a policy that provides multiperil coverage fromthe
corporation. It is the goal of the Legislature that there
woul d be an overall average savings of 10 percent or nore 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 nmultiperil policy from
the corporation. It is the intent of the Legislature that the
of fer of nultiperil coverage in the high-risk account be nade
and i nplenented in a manner that does not adversely affect the
t ax- exenpt status of the corporation or creditworthiness of or
security for currently outstanding financing obligations or
credit facilities of the high-risk account, the personal I|ines
account, or the comrercial lines account. By March 1, 2007,
the corporation shall prepare and subnmit for approval by the
Fi nanci al Services Conm ssion and Legi sl ative Budget
Conmmi ssion a report detailing the corporation's business plan
for issuing nultiperil coverage in the high-risk account. The
busi ness plan shall be approved or disapproved within 30 days
after receipt, as submitted or nodified and resubnitted by the
corporation. The business plan rmust include: the inpact of
such multiperil coverage on the corporation's financia
resources, the inpact of such nmultiperil coverage on the
corporation's tax-exenpt status, the manner in which the
corporation plans to inplenent the processing of applications
and policy forms for new and existing policyhol ders, the
i mpact of such nultiperil coverage on the corporation's
ability to deliver custoner service at the high level required
by this subsection, the ability of the corporation to process
clains, the ability of the corporation to quote and issue

10
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policies, the inpact of such multiperil coverage on the
corporation's agents, the inpact of such multiperil coverage
on the corporation's existing policyhol ders, and the inpact of
such multiperil coverage on rates and prem um The high-risk
account rnust al so include quota share primary insurance under
subpar agraph (c)2. The area eligible for coverage under the
hi gh-ri sk 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 nust be nmintained as
Il ong as financing obligations entered into by the Florida
W ndstorm Underwriting Association or Residential Property and
Casualty Joint Underwiting Association are outstanding, in
accordance with the ternms of the correspondi ng financing
docunents. When the financing obligations are no | onger
outstanding, in accordance with the terns of the corresponding
financi ng docunents, the corporation nay use a single account
for all revenues, assets, liabilities, |osses, and expenses of
the corporation. Consistent with the requirenment of this
subpar agr aph and prudent investnent policies that mnimze 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 terns of existing debt, so as
to structure the nost 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
Conmmi ssion, the President of the Senate, and the Speaker of
the House of Representatives which includes an anal ysis of

consolidating the accounts, the actions the board has taken to

11
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1| mnimze the cost of carrying debt, and its recomendati ons

2| for executing the nost efficient plan.

3 c. Creditors of the Residential Property and Casualty
41 Joint Underwriting Association shall have a claimagainst, and
5| recourse to, the accounts referred to in sub-sub-subparagraphs
6| a.(l) and (I1) and shall have no cl ai m agai nst, or recourse

7| to, the account referred to in sub-sub-subparagraph a.(l11).

8| Creditors of the Florida Wndstorm Underwriting Association

9| shall have a claimagainst, and recourse to, the account

10| referred to in sub-sub-subparagraph a.(l1l) and shall have no
11| cl ai magainst, or recourse to, the accounts referred to in

12| sub-sub-subparagraphs a. (1) and (I1).

13 d. Revenues, assets, liabilities, |osses, and expenses
14| not attributable to particular accounts shall be prorated

15| anpbng the accounts.

16 e. The Legislature finds that the revenues of the

17| corporation are revenues that are necessary to neet the

18| requirenents set forth in docunents authorizing the issuance
19| of bonds under this subsection.

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

22 3. Wth respect to a deficit in an account:

23 a. Wien the deficit incurred in a particul ar cal endar
24| year is not greater than 10 percent of the aggregate statew de
25| direct witten premiumfor the subject |lines of business for
26| the prior calendar year, the entire deficit shall be recovered
27| through regul ar assessnents of assessabl e insurers under

28| paragraph (p) and assessabl e insureds.

29 b. When the deficit incurred in a particular cal endar
30| year exceeds 10 percent of the aggregate statew de direct

31| witten premumfor the subject Iines of business for the

12
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 - 2007 SB 2498
40- 1745A- 07

prior cal endar year, the corporation shall |evy regular
assessnments on assessabl e insurers under paragraph (p) and on
assessabl e insureds in an amount equal to the greater of 10
percent of the deficit or 10 percent of the aggregate
statewide direct witten premiumfor the subject |ines of

busi ness for the prior cal endar year. Any renmining deficit
shall be recovered through emergency assessnents under

sub- subpar agraph d.

c. Each assessable insurer's share of the amount being
assessed under sub-subparagraph a. or sub-subparagraph b
shall be in the proportion that the assessable insurer's
direct witten premium for the subject |lines of business for
the year preceding the assessnent bears to the aggregate
statewide direct witten premiumfor the subject |lines of
busi ness for that year. The assessnent percentage applicable
to each assessable insured is the ratio of the anmpunt being
assessed under sub-subparagraph a. or sub-subparagraph b. to
the aggregate statewide direct witten prem um for the subject
lines of business for the prior year. Assessnents |evied by
the corporation on assessabl e i nsurers under sub-subparagraphs
a. and b. shall be paid as required by the corporation's plan
of operation and paragraph (p). Notwi thstandi ng any ot her
provi sion of this subsection, the aggregate amount of a
regul ar assessnent for a deficit incurred in a particular
cal endar year shall be reduced by the estimted anopunt to be
received by the corporation fromthe Citizens policyhol der
surcharge under subparagraph (c)11. and the anount collected
or estimated to be collected fromthe assessnment on Citizens
pol i cyhol ders pursuant to sub-subparagraph i. Assessnents
| evied by the corporation on assessabl e insureds under
sub- subpar agraphs a. and b. shall be collected by the surplus

13
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lines agent at the tinme the surplus |ines agent collects the
surplus lines tax required by s. 626.932 and shall be paid to
the Florida Surplus Lines Service Ofice at the tine the
surplus |ines agent pays the surplus lines tax to the Florida
Surplus Lines Service Ofice. Upon receipt of regular
assessnments from surplus lines agents, the Florida Surplus
Lines Service Ofice shall transfer the assessnents directly
to the corporation as determ ned by the corporation.

d. Upon a determ nation by the board of governors that
a deficit in an account exceeds the anmount that will be
recovered through regul ar assessnents under sub-subparagraph
a. or sub-subparagraph b., the board shall |evy, after
verification by the office, energency assessnents, for as nany
years as necessary to cover the deficits, to be collected by
assessabl e insurers and the corporation and collected from
assessabl e i nsureds upon issuance or renewal of policies for
subj ect |ines of business, excluding National Flood |Insurance
policies. The anpunt of the enmergency assessnent collected in
a particular year shall be a uniform percentage of that year's
direct witten prem um for subject |lines of business and al
accounts of the corporation, excluding National Flood
I nsurance Program policy prem uns, as annually deterni ned by
the board and verified by the office. The office shall verify
the arithnetic calculations involved in the board's
deternmination within 30 days after receipt of the infornmation
on which the determ nati on was based. Notwi t hstandi ng any
ot her provision of law, the corporation and each assessabl e
insurer that wites subject |lines of business shall collect
energency assessnents fromits policyholders w thout such
obligation being affected by any credit, limtation,
exenption, or deferment. Energency assessnents |evied by the

14
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1| corporation on assessable insureds shall be collected by the
2| surplus lines agent at the time the surplus |ines agent

3| collects the surplus lines tax required by s. 626.932 and

4| shall be paid to the Florida Surplus Lines Service Ofice at
5| the tinme the surplus |ines agent pays the surplus lines tax to
6| the Florida Surplus Lines Service Ofice. The enmergency

7| assessnents so collected shall be transferred directly to the
8| corporation on a periodic basis as determ ned by the

9| corporation and shall be held by the corporation solely in the
10| applicabl e account. The aggregate anmount of emergency

11| assessnents levied for an account under this sub-subparagraph
12| in any cal endar year may not exceed the greater of 10 percent
13| of the ampunt needed to cover the original deficit, plus

14| interest, fees, commi ssions, required reserves, and other

15| costs associated with financing of the original deficit, or 10
16| percent of the aggregate statewi de direct witten prem um for
17| subject lines of business and for all accounts of the

18| corporation for the prior year, plus interest, fees,

19| comm ssions, required reserves, and other costs associ ated
20 with financing the original deficit.
21 e. The corporation may pledge the proceeds of
22| assessnents, projected recoveries fromthe Florida Hurricane
23| Catastrophe Fund, other insurance and reinsurance
24| recoverabl es, policyhol der surcharges and ot her surcharges,
25| and other funds available to the corporation as the source of
26| revenue for and to secure bonds issued under paragraph (p),
27| bonds or other indebtedness issued under subparagraph (c)3.
28| or lines of credit or other financing nmechanisns issued or
29| created under this subsection, or to retire any other debt
30| incurred as a result of deficits or events giving rise to
31| deficits, or in any other way that the board determ nes wll

15
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efficiently recover such deficits. The purpose of the |lines of
credit or other financing nechanisns is to provide additiona
resources to assist the corporation in covering clainms and
expenses attributable to a catastrophe. As used in this
subsection, the term "assessnments" includes regul ar
assessnment s under sub-subparagraph a., sub-subparagraph b., or
subpar agraph (p)1l. and energency assessnents under
sub- subpar agraph d. Enmergency assessnents coll ected under
sub- subparagraph d. are not part of an insurer's rates, are
not prem um and are not subject to premumtax, fees, or
conmi ssi ons; however, failure to pay the enmergency assessnent
shall be treated as failure to pay prem um The emergency
assessnment s under sub-subparagraph d. shall continue as |ong
as any bonds issued or other indebtedness incurred with
respect to a deficit for which the assessnent was inposed
remai n outstandi ng, unless adequate provision has been nmade
for the paynment of such bonds or other indebtedness pursuant
to the docunents governing such bonds or other indebtedness.

f. As used in this subsection, the term "subject |ines
of business" neans insurance witten by assessable insurers or
procured by assessable insureds for all property and casualty
lines of business in this state, but not including workers
conpensati on or nedical mal practice. As used in the
sub- subpar agraph, the term "property and casualty |ines of
busi ness" includes all |ines of business identified on Form 2
Exhi bit of Premi unms and Losses, in the annual statenent
requi red of authorized insurers by s. 624.424 and any rule
adopted under this section, except for those lines identified
as accident and health insurance and except for policies
written under the National Flood Insurance Program or the
Federal Crop Insurance Program For purposes of this

16
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sub- subpar agraph, the term "workers' conpensation" includes
bot h workers' conpensation insurance and excess workers'
conpensati on insurance.

g. The Florida Surplus Lines Service Ofice shal
deternmine annually the aggregate statewide witten prem umin
subj ect |ines of business procured by assessabl e insureds and
shall report that information to the corporation in a form and
at atine the corporation specifies to ensure that the
corporation can neet the requirenments of this subsection and
the corporation's financing obligations.

h. The Florida Surplus Lines Service Ofice shal
verify the proper application by surplus |lines agents of
assessnment percentages for regul ar assessnents and emergency
assessnents | evied under this subparagraph on assessable
i nsureds and shall assist the corporation in ensuring the
accurate, tinmely collection and paynment of assessnents by
surplus |ines agents as required by the corporation.

i. If adeficit is incurred in any account in 2008 or
thereafter, the board of governors shall |evy an i medi ate
assessnment agai nst the prem um of each nonhonestead 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 prem um which funds shall be used to offset the deficit.
If this assessnment is insufficient to elimnate the deficit,
the board of governors shall |evy an additional assessnent
agai nst all policyhol ders of the corporation, which shall be
collected at the time of issuance or renewal of a policy, as a
uni form percentage of the premiumfor the policy of up to 10
percent of such premium which funds shall be used to further

of fset the deficit.
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j.  The board of governors shall nmintain separate
accounting records that consolidate data for nonhonestead
properties, including, but not limted to, nunber of policies,
i nsured val ues, premums witten, and | osses. The board of
governors shall annually report to the office and the
Legi sl ature a summary of such data.

(c) The plan of operation of the corporation:

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

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

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

c. Comercial lines residential and nonresidentia
policy fornms that are generally simlar to the basic perils of
full coverage obtainable for comrercial residential structures
and comerci al nonresidential structures in the adnmitted
vol untary market.

d. Personal lines and commrercial lines residentia
property insurance forms that cover the peril of w nd only.

The fornms are applicable only to residential properties

18
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| ocated in areas eligible for coverage under the high-risk
account referred to in sub-subparagraph (b)?2.a.

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

f. The corporation nay adopt variations of the policy
forms |listed in sub-subparagraphs a.-e. that contain nore
restrictive coverage.

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

(I') "Quota share primary insurance" means an
arrangenent in which the primary hurricane coverage of an
eligible risk is provided in specified percentages by the
corporation and an authorized insurer. The corporation and
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 agreenment between the
corporation and an authorized insurer and the insurance
contract. The responsibility of the corporation or authorized
insurer to pay its specified percentage of hurricane | osses of
an eligible risk, as set forth in the quota share prinary
i nsurance agreenent, nmay not be altered by the inability of
the other party to the agreenent to pay its specified
percentage of hurricane |osses. Eligible risks that are
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provi ded hurricane coverage through a quota share primry

i nsurance arrangenent nust be provided policy fornms that set
forth the obligations of the corporation and authorized

i nsurer under the arrangenent, 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 my be
hel d responsi bl e beyond its specified percentage of coverage
of hurricane | osses.

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

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

c. |If the corporation deternm nes that additiona
coverage |l evels are necessary to maxim ze participation in
gquota share primary insurance agreenents by authorized
insurers, the corporation may establish additional coverage
| evel s. However, the corporation's quota share prinmary
i nsurance coverage | evel nmay not exceed 90 percent.

d. Any quota share prinmary insurance agreenent entered
into between an authorized insurer and the corporation nust
provide for a uniform specified percentage of coverage of
hurri cane | osses, by county or territory as set forth by the
corporation board, for all eligible risks of the authorized
i nsurer covered under the quota share primary insurance

agreenent .
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e. Any quota share primary insurance agreenent entered
into between an authorized insurer and the corporation is
subj ect to review and approval by the office. However, such
agreenent 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 wi nd coverage.

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

g. The corporation board shall establish in its plan
of operation standards for quota share agreenents which ensure
that there is no discrimnatory application anong insurers as
to the terns of quota share agreenents, pricing of quota share
agreenents, incentive provisions if any, and consideration
pai d for servicing policies or adjusting clainmns.

h. The quota share primary insurance agreenment between
the corporation and an authorized i nsurer nust set forth the
speci fic terns under which coverage is provided, including,
but not limted to, the sale and servicing of policies issued
under the agreenent by the insurance agent of the authorized
i nsurer produci ng the business, the reporting of information
concerning eligible risks, the paynent of premumto the
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1| corporation, and arrangenments for the adjustnent and paynent
2| of hurricane clains incurred on eligible risks by the clains
3| adjuster and personnel of the authorized insurer. Entering

4] into a quota sharing insurance agreenent between the

5| corporation and an authorized insurer shall be voluntary and
6| at the discretion of the authorized insurer.

7 3. My provide that the corporation may enploy or

8| otherwi se contract with individuals or other entities to

9| provide admi nistrative or professional services that may be
10| appropriate to effectuate the plan. The corporation shall have
11| the power to borrow funds, by issuing bonds or by incurring
12| other indebtedness, and shall have ot her powers reasonably

13| necessary to effectuate the requirenents of this subsection
14| including, without limtation, the power to issue bonds and
15| incur other indebtedness in order to refinance outstanding

16| bonds or other indebtedness. The corporation may, but is not
17| required to, seek judicial validation of its bonds or other
18| i ndebt edness under chapter 75. The corporation may issue bonds
19| or incur other indebtedness, or have bonds issued on its
20| behalf by a unit of |ocal government pursuant to subparagraph
21| (g)2., in the absence of a hurricane or other weather-rel ated
22| event, upon a determ nation by the corporation, subject to
23| approval by the office, that such action would enable it to
24| efficiently neet the financial obligations of the corporation
25| and that such financings are reasonably necessary to
26| effectuate the requirenents of this subsection. The
27| corporation is authorized to take all actions needed to
28| facilitate tax-free status for any such bonds or indebtedness,
29| including formation of trusts or other affiliated entities.
30| The corporation shall have the authority to pl edge
31| assessnents, projected recoveries fromthe Florida Hurricane
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Cat ast rophe Fund, other reinsurance recoverabl es, market
equal i zati on and ot her surcharges, and other funds avail able
to the corporation as security for bonds or other
i ndebt edness. I n recognition of s. 10, Art. | of the State
Constitution, prohibiting the inpairment of obligations of
contracts, it is the intent of the Legislature that no action
be taken whose purpose is to inpair any bond indenture or
fi nanci ng agreenent or any revenue source comitted by
contract to such bond or other indebtedness.

4.a. Mist require that the corporation operate subject
to the supervision and approval of a board of governors
consi sting of eight individuals who are residents of this
state, fromdifferent geographical areas of this state. The
Governor, the Chief Financial O ficer, the President of the
Senate, and the Speaker of the House of Representatives shal
each appoint two nmenbers of the board. At |east one of the two
menbers appoi nted by each appointing officer nust have
denonstrated expertise in insurance. The Chi ef Financia
O ficer shall designate one of the appointees as chair. Al
board members serve at the pleasure of the appointing officer
Al'l nmenbers of the board of governors are subject to renova
at will by the officers who appointed them Al board nenbers,
i ncluding the chair, nust be appointed to serve for 3-year
ternms begi nning annually on a date designated by the plan. Any
board vacancy shall be filled for the unexpired termby the
appointing officer. The Chief Financial Oficer shall appoint
a technical advisory group to provide information and advice
to the board of governors in connection with the board's
duties under this subsection. The executive director and
seni or managers of the corporation shall be engaged by the
board and serve at the pleasure of the board. Any executive
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di rector appointed on or after July 1, 2006, is subject to
confirmation by the Senate. The executive director is
responsi bl e for enploying other staff as the corporati on may
require, subject to review and concurrence by the board.

b. The board shall create a Market Accountability
Advi sory Comrittee to assist the corporation in devel oping
awareness of its rates and its custonmer and agent service
levels in relationship to the voluntary nmarket insurers
writing simlar coverage. The nenbers of the advisory
committee shall consist of the following 11 persons, one of
whom nust be el ected chair by the nmenbers of the committee:
four representatives, one appointed by the Florida Association
of Insurance Agents, one by the Florida Association of
I nsurance and Fi nanci al Advisors, one by the Professiona
I nsurance Agents of Florida, and one by the Latin Anmerican
Associ ati on of Insurance Agencies; three representatives
appointed by the insurers with the three highest voluntary
mar ket share of residential property insurance business in the
state; one representative fromthe O fice of Insurance
Regul ati on; one consuner appointed by the board who is insured
by the corporation at the tinme of appointnment to the
committee; one representative appointed by the Florida
Associ ati on of Realtors; and one representative appointed by
the Florida Bankers Association. Al nmenbers nust serve for
3-year terms and may serve for consecutive ternms. The
committee shall report to the corporation at each board
nmeeting on insurance nmarket issues which may include rates and
rate conpetition with the voluntary market; service, including
policy issuance, clains processing, and general responsiveness
to policyhol ders, applicants, and agents; and matters rel ating
t o depopul ati on.
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5. Muist provide procedures a—precedure—for—determning
the—eH-gibiHty—ofariskfer——coverage, as foll ows:

a. Applicants are not ineligible for coverage based on

the availability of coverage fromthe private insurance narket

or the surplus lines market. An applicant or policyholder nmay

choose to be insured by the corporation even if the applicant

or_policyholder has another offer of coverage if the risk

ot herwi se neets the underwiting guidelines of the

corporation. Subjeet—tothe provisions—of—s—624 3517 —with
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: : : ‘ard i ed I L
ard—based—en—generaly—accepted—underwiting—practices—

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

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

(B) Ofer 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

commi ssion for the type of policy witten.

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

(I'l') When the corporation enters into a contractua
agreenent for a take-out plan, the producing agent of record
of the corporation policy is entitled to retain any unearned
conmmi ssion on the policy, and the insurer shall

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

2| customary conmm ssion of the corporation; or

3 (B) Ofer to allow the produci ng agent of record of

4| the corporation policy to continue servicing the policy for a
5| period of not less than 1 year and offer to pay the agent the
6| greater of the insurer's or the corporation's usual and

7| customary conmm ssion for the type of policy witten.

8

9| If the producing agent is unwilling or unable to accept

10| appoi ntnent, the new insurer shall pay the agent in accordance
11| with sub-sub-sub-subparagraph (A).

12

13

14

15

16

17

18

19
20
21
22
23
24
25
26 b.£ |If the risk accepts an offer of coverage through
27| the market assistance plan or an offer of coverage through a
28| nmechani sm establ i shed by the corporation before a policy is
29| issued to the risk by the corporation or during the first 30
30| days of coverage by the corporation, and the produci ng agent
31

27
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 - 2007 SB 2498
40- 1745A- 07

who submitted the application to the plan or the corporation
is not currently appointed by the insurer, the insurer shall
(1)EA> Pay to the produci ng agent of record of the
policy, for the first year, an anount that is the greater of
the insurer's usual and customary conmm ssion for the type of
policy witten or a fee equal to the usual and custonmary
commi ssi on of the corporation; or
(B Ofer to allow the produci ng agent of record
of the policy to continue servicing the policy for a period of
not less than 1 year and offer to pay the agent the greater of
the insurer's or the corporation's usual and customary

commi ssion for the type of policy witten.

If the producing agent is unwilling or unable to accept

appoi ntnent, the new i nsurer shall pay the agent in accordance

Wit h sub-sub-subparagraph (1) sub—sub—sub—subparagraph—{A)-

c. {3 Wen the corporation enters into a contractua

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

(1A Pay to the producing agent of record of the
corporation policy, for the first year, an ampunt that is the
greater of the insurer's usual and customary conm ssion for
the type of policy witten or a fee equal to the usual and
customary comni ssion of the corporation; or

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

customary comni ssion for the type of policy witten.
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1| If the producing agent is unwilling or unable to accept

2| appointnment, the new insurer shall pay the agent in accordance
3| with sub-sub-subparagraph (1) sub—sub—subsubparagraph—{Ar.

4 6. Mist provide by July 1, 2007, that an application

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

6| of 10 days before coverage is effective, during which tine the
7| corporation shall meke such application available for review
8| by general lines agents and authorized property and casualty

9| insurers. The board shall approve an exception that allows for
10| coverage to be effective before the end of the 10-day waiting
11| period, for coverage issued in conjunction with a real estate
12| closing. The board nay approve such other exceptions as the

13| board deterni nes are necessary to prevent |apses in coverage.
14 7. Must include rules for classifications of risks and
15| rates therefor.

16 8. Mist provide that if prem um and investnent incone
17| for an account attributable to a particular cal endar year are
18| in excess of projected | osses and expenses for the account

19| attributable to that year, such excess shall be held in
20| surplus in the account. Such surplus shall be available to
21| defray deficits in that account as to future years and shal
22| be used for that purpose prior to assessing assessable
23| insurers and assessable insureds as to any cal endar year
24 9. Muist provide objective criteria and procedures to
25| be uniformy applied for all applicants in determ ning whether
26| an individual risk is eligible for coverage se—hazardous—as—to
27| be—uninsurable. In nmeking this determnation and in
28| establishing the criteria and procedures, the follow ng shal
29| be consi dered:
30
31
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a. Wether the likelihood of a loss for the individua

ri sk i s swbstantiatby higher than for other risks of the sane
cl ass; and

b. VWhether the applicant has taken such actions as are

reasonably necessary, as specified by the corporation, to

reduce the risk of |oss ureertatnty—assectated—withthe

neivig . . . .
det-errned.

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

10. Must provide that the corporation shall make its
best efforts to procure catastrophe reinsurance at reasonabl e
rates, to cover its projected 100-year probable maxi mum | oss
as determ ned by the board of governors.

11. Must provide that in the event of regular deficit
assessnment s under sub-subparagraph (b)3.a. or sub-subparagraph
(b)3.b., in the personal lines account, the commercial |ines
residential account, or the high-risk account, the corporation
shall |evy upon corporation policyholders in its next rate
filing, or by a separate rate filing solely for this purpose,
a Citizens policyhol der surcharge arising froma regul ar
assessnment in such account in a percentage equal to the tota
anount of such regul ar assessnents divided by the aggregate
statewide direct witten prem um for subject |ines of business
for the prior calendar year. For purposes of calculating the
Citizens policyhol der surcharge to be | evied under this
subpar agraph, the total anount of the regular assessnent to
which this surcharge is related shall be determ ned as set
forth in subparagraph (b)3., wi thout deducting the estimated
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Citizens policyhol der surcharge. Citizens policyhol der
surcharges under this subparagraph are not considered prem um
and are not subject to commissions, fees, or prem umtaxes;
however, failure to pay a market equalization surcharge shal

be treated as failure to pay prem um

. . . . I .
aware—ef—this—potential—
12. 44— WMay establish, subject to approval by the

office, different eligibility requirements and operationa
procedures for any line or type of coverage for any specified
county or area if the board determ nes that such changes to
the eligibility requirenments and operational procedures are
justified due to the voluntary market being sufficiently
stabl e and conpetitive in such area or for such line or type
of coverage and that consuners who, in good faith, are unable
to obtain insurance through the voluntary market through
ordi nary nethods woul d continue to have access to coverage
fromthe corporation. Wen coverage is sought in connection
with a real property transfer, such requirenments and
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procedures shall not provide for an effective date of coverage
| ater than the date of the closing of the transfer as
established by the transferor, the transferee, and, if
applicable, the |ender.

13.45~ Must provide that, with respect to the
hi gh-ri sk account, any assessable insurer with a surplus as to
policyhol ders of $25 million or less witing 25 percent or
nore of its total countryw de property insurance prem uns in
this state may petition the office, within the first 90 days
of each cal endar year, to qualify as a |limted apportionnment
conpany. A regul ar assessnent |evied by the corporation on a
limted apportionnent conpany for a deficit incurred by the
corporation for the high-risk account in 2006 or thereafter
may be paid to the corporation on a nonthly basis as the
assessnments are collected by the limted apportionment conpany
fromits insureds pursuant to s. 627.3512, but the regular
assessnment nust be paid in full within 12 nonths after being
| evied by the corporation. A linmited apportionnment conpany
shall collect fromits policyholders any enmergency assessnent
i rposed under sub-subparagraph (b)3.d. The plan shall provide
that, if the office determ nes that any regul ar assessnent
Will result in an inpairment of the surplus of a limted
apportionnent conpany, the office nmay direct that all or part
of such assessnent be deferred as provided in subparagraph
(g)4. However, there shall be no limtation or defernment of an
energency assessnent to be collected from policyhol ders under
sub- subpar agraph (b)3.d.

14.16— Must provide that the corporation appoint as
its licensed agents only those agents who al so hold an
appoi ntnent as defined in s. 626.015(3) with an insurer who at
the tinme of the agent's initial appointnent by the corporation
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1| is authorized to wite and is actually witing personal |ines
2| residential property coverage, comercial residential property
3| coverage, or comrercial nonresidential property coverage
41 within the state.
5 15. 47—~ Must provide, by July 1, 2007, a prem um
6| paynment plan option to its policyhol ders which allows for
7| quarterly and semni annual paynment of prem uns.

8 16.48— Must provide, effective June 1, 2007, that the
9| corporation contract with each insurer providing the non-w nd
10| coverage for risks insured by the corporation in the high-risk

11| account, requiring that the insurer provide clains adjusting
12| services for the wind coverage provided by the corporation for
13| such risks. An insurer is required to enter into this contract
14| as a condition of providing non-wind coverage for a risk that
15| is insured by the corporation in the high-risk account unless
16| the board finds, after a hearing, that the insurer is not

17| capabl e of providing adjusting services at an acceptable |eve
18| of quality to corporation policyholders. The ternms and

19| conditions of such contracts nust be substantially the sane as
20| the contracts that the corporation executed with insurers

21| under the "adjust-your-own" programin 2006, except as nay be
22| mutually agreed to by the parties and except for such changes
23| that the board deternines are necessary to ensure that clains
24| are adjusted appropriately. The corporation shall provide a
25| process for neutral arbitration of any dispute between the

26| corporation and the insurer regarding the terns of the

27| contract. The corporation shall review and nonitor the

28| performance of insurers under these contracts.

29 17.49— Must limt coverage on nobile hones or

30| manufactured homes built prior to 1994 to actual cash val ue of
31| the dwelling rather than replacenent costs of the dwelling.
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18. 20— My provide such linmts of coverage as the
board determ nes, consistent with the requirenments of this
subsecti on.

19.23—~ May require commercial property to neet
speci fied hurricane nitigation construction features as a
condition of eligibility for coverage.

Section 2. Effective January 1, 2008, and

not wi t hst andi ng _any ot her provision of |aw

(1) A newcertificate of authority for the transaction

of residential property insurance nmay not be issued to any

insurer domiciled in this state that is a wholly owned

subsidiary of an insurer authorized to do business in _any

ot her state.

(2)(a) The existing certificate of authority for the

transaction of residential property insurance held by any

insurer domiciled in this state that is a wholly owned

subsidiary of an insurer authorized to do business in _any

other state shall expire at the end of its period of

validation and may not be renewed or reissued by the Ofice of

| nsurance Requl ation or the Financial Services Conmi SSion

(b) The rate filings of any insurer domiciled in this

state that is a wholly owned subsidiary of an insurer

aut horized to do business in any other state shall include

information relating to the profits of the parent conpany of

the insurer domciled in this state.

Section 3. Except as otherw se expressly provided in

this act, this act shall take effect upon becomng a | aw.
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2 SENATE SUMVARY

3 Aut hori zes the Citizens Property Insurance Corporation to
offer multiperil coverage, w nd-only coverage, or both

4 tyPes of coverage in the high-risk account. Authorizes a
pol i cyhol der to choose coverage fromthe corporation

5 regardl ess of the availability of other coverage under
certain circunstances. Deletes certain |limtations on

6 eligibility for a policy issued by the corporation.
Revi ses requirements for the corporation in determning

7 whet her an individual risk is eligible for coverage.
Del et es Provisions providing that a policyholder is no

8 I onger eligible for coverage if an authorized insurer
of fers coverage at an approved rate. (See bill for

9 details.)
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