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A bill to be entitled
An act relating to property insurance; amending s.
215.555, F.S.; revising the dates of an insurer’s
contract year for purposes of calculating the
insurer’s retention; requiring the State Board of
Administration to offer an additional amount of
reimbursement coverage to certain insurers that
purchased coverage during a certain calendar year;
requiring an insurer that purchases certain coverage
to retain an amount equal to a percentage of the
insurer’s surplus on a certain date; providing that an
insurer’s retention will apply along with a mandatory
coverage after an optional coverage is exhausted;
revising an expiration date on the requirement for the
State Board of Administration to offer certain
optional coverage to insurers; revising the dates on
which the State Board of Administration is required to
publish a statement of the estimated borrowing
capacity of the Hurricane Catastrophe Fund;
authorizing the State Board of Administration to
reimburse insurers based on a formula related to the
claims-paying capacity of the Hurricane Catastrophe
Fund; requiring the formula to determine an
actuarially indicated premium to include specified
cash build-up factors; authorizing insurers to
purchase temporary increased coverage limit for
certain future hurricane seasons; providing that a
cash build-up factor does not apply to temporary

increased coverage limit premiums; providing dates on
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which the claims-paying capacity of the fund will
increase; deleting authority for the State Board of
Administration to increase the claims-paying capacity
of the Hurricane Catastrophe Fund; amending s.
627.062, F.S.; revising the date by which certain
filings for a rate increase must be made by a file and
use filing; exempting certain rate filings from
determination by the Office of Insurance Regulation
that the rate in the rate filing is excessive or
unfairly discriminatory; amending s. 627.0621, F.S.;
deleting a limitation on the application of the
attorney-client privilege and work product doctrine in
challenges to actions by the Office of Insurance
Regulation relating to rate filings; amending s.
627.0629, F.S.; authorizing an insurer to include in
its rates the actual cost of certain reinsurance;
amending s. 627.351, F.S.; deleting a provision
requiring a seller of certain residential property to
disclose the structure’s windstorm mitigation rating
to the prospective purchaser of the property;
providing for members of the board of governors of
Citizens Property Insurance Corporation to serve
staggered terms; requiring Citizen’s Property
Insurance Corporation to implement rate increases
until the implementation of actuarially sound rates;
requiring the corporation to transfer a portion of the
funds received from the rate increase into the General
Revenue Fund; revising the dates after which the State

Board of Administration is required to reduce the
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boundaries of high-risk areas eligible for wind-only
coverages under certain circumstances; amending s.
627.3512, F.S.; authorizing insurers to recoup
assessments within a certain period; requiring
insurers to file a final accounting report with the
Office of Insurance Regulation which documents the
assessment recouped; requiring the officer of the
insurer who signs the report to acknowledge certain
statements; prohibiting insurers that do not file the
report from including the uncollected assessment
amount in any subsequent rate filing; amending s.
627.712, F.S.; revising the properties for which an
insurer must make policies available which exclude
windstorm coverage; amending s. 631.57, F.S.; deleting
provisions requiring certain insurers to submit
certain information; amending s. 631.64, F.S.;
authorizing insurers to recoup certain assessments;
requiring the recoupment to begin within a certain
period; limiting the recoupment factor; authorizing
insurers to carry forward certain assessments that
have not been recouped; requiring insurers to file a
final accounting report with the Office of Insurance
Regulation which documents the assessment recouped;
requiring the officer of the insurer who signs the
report to acknowledge certain statements; providing
that all excess recoupment be sent to the Florida
Insurance Guaranty Association; requiring that the
insurer document the accounting of the over-recoupment

in the final accounting report; authorizing the
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commission to adopt rules; amending s. 631.65, F.S.;
providing that an insurance agent is not prohibited
from explaining the existence or function of the
insurance guaranty association; providing for the
appropriation of certain transferred funds to the
Insurance Regulatory Trust Fund for purposes of the My
Safe Florida Home Program; providing an effective

date.

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

Section 1. Paragraph (e) of subsection (2), subsection (4),
paragraph (b) of subsection (5), and subsection (17) of section
215.555, Florida Statutes, are amended to read:

215.555 Florida Hurricane Catastrophe Fund.—

(2) DEFINITIONS.—As used in this section:

(e) “Retention” means the amount of losses below which an
insurer is not entitled to reimbursement from the fund. An
insurer’s retention shall be calculated as follows:

1. The board shall calculate and report to each insurer the
retention multiples for that year. For the contract year
beginning June 1, 2005, the retention multiple shall be equal to
$4.5 billion divided by the total estimated reimbursement
premium for the contract year; for subsequent years, the
retention multiple shall be equal to $4.5 billion, adjusted
based upon the reported exposure from the prior contract year to
reflect the percentage growth in exposure to the fund for
covered policies since 2004, divided by the total estimated

reimbursement premium for the contract year. Total reimbursement
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premium for purposes of the calculation under this subparagraph
shall be estimated using the assumption that all insurers have

selected the 90-percent coverage level. In 2010, the contract

year begins June 1 and ends December 31, 2010. In 2011 and

thereafter, the contract year begins January 1 and ends December

31.

2. The retention multiple as determined under subparagraph
1. shall be adjusted to reflect the coverage level elected by
the insurer. For insurers electing the 90-percent coverage
level, the adjusted retention multiple is 100 percent of the
amount determined under subparagraph 1. For insurers electing
the 75-percent coverage level, the retention multiple is 120
percent of the amount determined under subparagraph 1. For
insurers electing the 45-percent coverage level, the adjusted
retention multiple is 200 percent of the amount determined under
subparagraph 1.

3. An insurer shall determine its provisional retention by
multiplying its provisional reimbursement premium by the
applicable adjusted retention multiple and shall determine its
actual retention by multiplying its actual reimbursement premium
by the applicable adjusted retention multiple.

4. For insurers who experience multiple covered events
causing loss during the contract year, beginning June 1, 2005,
each insurer’s full retention shall be applied to each of the
covered events causing the two largest losses for that insurer.
For each other covered event resulting in losses, the insurer’s
retention shall be reduced to one-third of the full retention.
The reimbursement contract shall provide for the reimbursement

of losses for each covered event based on the full retention
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with adjustments made to reflect the reduced retentions on or
after January 1 of the contract year provided the insurer
reports its losses as specified in the reimbursement contract.

(4) REIMBURSEMENT CONTRACTS.—

(a) The board shall enter into a contract with each insurer
writing covered policies in this state to provide to the insurer
the reimbursement described in paragraphs (b) and (d), in
exchange for the reimbursement premium paid into the fund under
subsection (5). As a condition of doing business in this state,
each such insurer shall enter into such a contract.

(b)1. The contract shall contain a promise by the board to
reimburse the insurer for 45 percent, 75 percent, or 90 percent
of its losses from each covered event in excess of the insurer’s
retention, plus 5 percent of the reimbursed losses to cover loss
adjustment expenses.

2. The insurer must elect one of the percentage coverage
levels specified in this paragraph and may, upon renewal of a
reimbursement contract, elect a lower percentage coverage level
if no revenue bonds issued under subsection (6) after a covered
event are outstanding, or elect a higher percentage coverage
level, regardless of whether or not revenue bonds are
outstanding. All members of an insurer group must elect the same
percentage coverage level. Any joint underwriting association,
risk apportionment plan, or other entity created under s.
627.351 must elect the 90-percent coverage level.

3. The contract shall provide that reimbursement amounts
shall not be reduced by reinsurance paid or payable to the
insurer from other sources.

4. Notwithstanding any other provision contained in this
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section, the board shall make available to insurers that
purchased coverage provided by this subparagraph in 2008 266+,
insurers qualifying as limited apportionment companies under s.
627.351(6) (c), and insurers that have been approved to
participate in the Insurance Capital Build-Up Incentive Program
pursuant to s. 215.5595 a contract or contract addendum that
provides an additional amount of reimbursement coverage of up to
$10 million. The premium to be charged for this additional
reimbursement coverage shall be 50 percent of the additional
reimbursement coverage provided, which shall include one prepaid
reinstatement. The minimum retention level that an eligible
participating insurer must retain associated with this
additional coverage layer is 30 percent of the insurer’s surplus

as of December 31, 2008 Pbeeember3++—2007F. This coverage shall

be in addition to all other coverage that may be provided under
this section. The coverage provided by the fund under this
subparagraph shall be in addition to the claims-paying capacity
as defined in subparagraph (c)l., but only with respect to those
insurers that select the additional coverage option and meet the
requirements of this subparagraph. The claims-paying capacity
with respect to all other participating insurers and limited
apportionment companies that do not select the additional
coverage option shall be limited to their reimbursement
premium’s proportionate share of the actual claims-paying
capacity otherwise defined in subparagraph (c)l. and as provided

for under the terms of the reimbursement contract. The optional

coverage retention as specified shall be accessed before the

mandatory coverage under the reimbursement contract, but once

the limit of coverage selected under this option is exhausted,
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the insurer’s retention under the mandatory coverage will apply.

This coverage will apply and be paid concurrently with mandatory

coverage. teverageprovidedin—the reimbursement—econtract——shaltt

+
T O

thissubparagraph. This subparagraph expires on January 1, 2012

May—31,—2000.
(c)1l. The contract shall also provide that the obligation

of the board with respect to all contracts covering a particular
contract year shall not exceed the actual claims-paying capacity
of the fund up to a limit of $15 billion for that contract year
adjusted based upon the reported exposure from the prior
contract year to reflect the percentage growth in exposure to
the fund for covered policies since 2003, provided the dollar
growth in the limit may not increase in any year by an amount
greater than the dollar growth of the balance of the fund as of
December 31, less any premiums or interest attributable to
optional coverage, as defined by rule which occurred over the

prior calendar year.

2. In May before+the startof the upcoming contract—year
and +n October of duwring the contract year, the board shall
publish in the Florida Administrative Weekly a statement of the
fund’s estimated borrowing capacity and the projected balance of
the fund as of December 31. After the end of each calendar year,
the board shall notify insurers of the estimated borrowing
capacity and the balance of the fund as of December 31 to
provide insurers with data necessary to assist them in
determining their retention and projected payout from the fund

for loss reimbursement purposes. In conjunction with the
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development of the premium formula, as provided for in
subsection (5), the board shall publish factors or multiples
that assist insurers in determining their retention and
projected payout for the next contract year. For all regulatory
and reinsurance purposes, an insurer may calculate its projected
payout from the fund as its share of the total fund premium for
the current contract year multiplied by the sum of the projected
balance of the fund as of December 31 and the estimated
borrowing capacity for that contract year as reported under this
subparagraph.

(d)1. For purposes of determining potential liability and
to aid in the sound administration of the fund, the contract
shall require each insurer to report such insurer’s losses from
each covered event on an interim basis, as directed by the
board. The contract shall require the insurer to report to the
board no later than December 31 of each year, and quarterly
thereafter, its reimbursable losses from covered events for the
year. The contract shall require the board to determine and pay,
as soon as practicable after receiving these reports of
reimbursable losses, the initial amount of reimbursement due and
adjustments to this amount based on later loss information. The
adjustments to reimbursement amounts shall require the board to
pay, or the insurer to return, amounts reflecting the most
recent calculation of losses.

2. In determining reimbursements pursuant to this
subsection, the contract shall provide that the board shall pay
to each insurer such insurer’s projected payout, which is the
amount of reimbursement it is owed, up to an amount equal to the

insurer’s share of the actual premium paid for that contract
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year, multiplied by the actual claims-paying capacity available
for that contract year.

3. The board may reimburse insurers for amounts up to the

published factors or multiples for determining each

participating insurer’s retention and projected payout derived

as a result of the development of the premium formula in those

situations in which the total reimbursement of losses to such

insurers would not exceed the estimated claims-paying capacity

of the fund. Otherwise, such factors or multiples shall be

reduced uniformly among all insurers to reflect the estimated

claims-paying capacity.

(e)1. Except as provided in subparagraphs 2. and 3., the
contract shall provide that if an insurer demonstrates to the
board that it is likely to qualify for reimbursement under the
contract, and demonstrates to the board that the immediate
receipt of moneys from the board is likely to prevent the
insurer from becoming insolvent, the board shall advance the
insurer, at market interest rates, the amounts necessary to
maintain the solvency of the insurer, up to 50 percent of the
board’s estimate of the reimbursement due the insurer. The
insurer’s reimbursement shall be reduced by an amount equal to
the amount of the advance and interest thereon.

2. With respect only to an entity created under s. 627.351,
the contract shall also provide that the board may, upon
application by such entity, advance to such entity, at market
interest rates, up to 90 percent of the lesser of:

a. The board’s estimate of the amount of reimbursement due
to such entity; or

b. The entity’s share of the actual reimbursement premium
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paid for that contract year, multiplied by the currently
available liquid assets of the fund. In order for the entity to
qualify for an advance under this subparagraph, the entity must
demonstrate to the board that the advance is essential to allow
the entity to pay claims for a covered event and the board must
determine that the fund’s assets are sufficient and are
sufficiently liquid to allow the board to make an advance to the
entity and still fulfill the board’s reimbursement obligations
to other insurers. The entity’s final reimbursement for any
contract year in which an advance has been made under this
subparagraph must be reduced by an amount equal to the amount of
the advance and any interest on such advance. In order to
determine what amounts, if any, are due the entity, the board
may require the entity to report its exposure and its losses at
any time to determine retention levels and reimbursements
payable.

3. The contract shall also provide specifically and solely
with respect to any limited apportionment company under s.
627.351(2) (b)3. that the board may, upon application by such
company, advance to such company the amount of the estimated
reimbursement payable to such company as calculated pursuant to
paragraph (d), at market interest rates, if the board determines
that the fund’s assets are sufficient and are sufficiently
liquid to permit the board to make an advance to such company
and at the same time fulfill its reimbursement obligations to
the insurers that are participants in the fund. Such company’s
final reimbursement for any contract year in which an advance
pursuant to this subparagraph has been made shall be reduced by

an amount equal to the amount of the advance and interest
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thereon. In order to determine what amounts, if any, are due to
such company, the board may require such company to report its
exposure and its losses at such times as may be required to
determine retention levels and loss reimbursements payable.

(f) In order to ensure that insurers have properly reported
the insured values on which the reimbursement premium is based
and to ensure that insurers have properly reported the losses
for which reimbursements have been made, the board shall
inspect, examine, and verify the records of each insurer’s
covered policies at such times as the board deems appropriate
and according to standards established by rule for the specific
purpose of validating the accuracy of exposures and losses
required to be reported under the terms and conditions of the
reimbursement contract. The costs of the examinations shall be
borne by the board. However, in order to remove any incentive
for an insurer to delay preparations for an examination, the
board shall be reimbursed by the insurer for any examination
expenses incurred in addition to the usual and customary costs
of the examination, which additional expenses were incurred as a
result of an insurer’s failure, despite proper notice, to be
prepared for the examination or as a result of an insurer’s
failure to provide requested information while the examination
is in progress. If the board finds any insurer’s records or
other necessary information to be inadequate or inadequately
posted, recorded, or maintained, the board may employ experts to
reconstruct, rewrite, record, post, or maintain such records or
information, at the expense of the insurer being examined, if
such insurer has failed to maintain, complete, or correct such

records or deficiencies after the board has given the insurer
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349| notice and a reasonable opportunity to do so. Any information
350| contained in an examination report, which information is
351 described in s. 215.557, is confidential and exempt from the
352 provisions of s. 119.07(1) and s. 24(a), Art. I of the State
353 Constitution, as provided in s. 215.557. Nothing in this
354| paragraph expands the exemption in s. 215.557.
355 (g) The contract shall provide that in the event of the
356| insolvency of an insurer, the fund shall pay directly to the
357 Florida Insurance Guaranty Association for the benefit of
358 Florida policyholders of the insurer the net amount of all
359 reimbursement moneys owed to the insurer. As used in this
360| paragraph, the term “net amount of all reimbursement moneys”
361| means that amount which remains after reimbursement for:
362 1. Preliminary or duplicate payments owed to private
363| reinsurers or other inuring reinsurance payments to private
364 reinsurers that satisfy statutory or contractual obligations of
365| the insolvent insurer attributable to covered events to such
366 reinsurers; OoOr
367 2. Funds owed to a bank or other financial institution to
368 cover obligations of the insolvent insurer under a credit
369| agreement that assists the insolvent insurer in paying claims
370 attributable to covered events.
371
372 The private reinsurers, banks, or other financial institutions
373 shall be reimbursed or otherwise paid prior to payment to the
374 Florida Insurance Guaranty Association, notwithstanding any law
375 to the contrary. The guaranty association shall pay all claims
376| up to the maximum amount permitted by chapter 631; thereafter,

377 any remaining moneys shall be paid pro rata to claims not fully
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satisfied. This paragraph does not apply to a joint underwriting
association, risk apportionment plan, or other entity created
under s. 627.351.

(5) REIMBURSEMENT PREMIUMS.-—

(b) The State Board of Administration shall select an
independent consultant to develop a formula for determining the
actuarially indicated premium to be paid to the fund. The
formula shall specify, for each zip code or other limited
geographical area, the amount of premium to be paid by an
insurer for each $1,000 of insured value under covered policies
in that zip code or other area. In establishing premiums, the
board shall consider the coverage elected under paragraph (4) (b)
and any factors that tend to enhance the actuarial
sophistication of ratemaking for the fund, including
deductibles, type of construction, type of coverage provided,
relative concentration of risks, and other such factors deemed

by the board to be appropriate. The formula must provide for a

cash build-up factor. For the 2009-2010 contract year, the

factor is 5 percent. For the contract year beginning June 1,

2010, and ending December 31, 2010, the factor is 10 percent.

For the 2011 contract year, the factor is 15 percent. For the

2012 contract year, the factor is 20 percent. For the 2013

contract year and thereafter, the factor is 25 percent. The

formula may provide for a procedure to determine the premiums to
be paid by new insurers that begin writing covered policies
after the beginning of a contract year, taking into
consideration when the insurer starts writing covered policies,
the potential exposure of the insurer, the potential exposure of

the fund, the administrative costs to the insurer and to the
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407 fund, and any other factors deemed appropriate by the board. The
408 formula must be approved by unanimous vote of the board. The
409| Dboard may, at any time, revise the formula pursuant to the

410| procedure provided in this paragraph.

411 (17) TEMPORARY INCREASE IN COVERAGE LIMIT OPTIONS.—
412 (a) Findings and intent.—

413 1. The Legislature finds that:

414 a. Because of temporary disruptions in the market for

415 catastrophic reinsurance, many property insurers were unable to
416| procure sufficient amounts of reinsurance for the 2006 hurricane
417 season or were able to procure such reinsurance only by

418| incurring substantially higher costs than in prior years.

419 b. The reinsurance market problems were responsible, at

420 least in part, for substantial premium increases to many

421 consumers and increases in the number of policies issued by

422 Citizens Property Insurance Corporation.

423 c. It is likely that the reinsurance market disruptions

424| will not significantly abate prior to the 2007 hurricane season.
425 2. It is the intent of the Legislature to create options
426 for insurers to purchase a temporary increased coverage limit
427 above the statutorily determined limit in subparagraph (4) (c)1.,
428 applicable for the 2007, 2008, and 2009, 2010, 2011, 2012, and

429 2013 hurricane seasons, to address market disruptions and enable

430 insurers, at their option, to procure additional coverage from
431 the Florida Hurricane Catastrophe Fund.

432 (b) Applicability of other provisions of this section.—All
433| provisions of this section and the rules adopted under this

434 section apply to the coverage created by this subsection unless

435 specifically superseded by provisions in this subsection.
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436 (c) Optional coverage.—For the contract year commencing
437 June 1, 2007, and ending May 31, 2008, the contract year
438 commencing June 1, 2008, and ending May 31, 2009, and the
439 contract year commencing June 1, 2009, and ending May 31, 2010,

440 the contract year commencing June 1, 2010, and ending December

441 31, 2010, the contract year commencing January 1, 2011, and

442 ending December 31, 2011, the contract year commencing January

443 1, 2012, and ending December 31, 2012, and the contract year

444 commencing January 1, 2013, and ending December 31, 2013, the

445 board shall offer, for each of such years, the optional coverage

446| as provided in this subsection.

447 (d) Additional definitions.—As used in this subsection, the
448 term:

449 1. “FHCF” means Florida Hurricane Catastrophe Fund.

450 2. “FHCF reimbursement premium” means the premium paid by

451 an insurer for its coverage as a mandatory participant in the
452 FHCF, but does not include additional premiums for optional

453 coverages.

454 3. “Payout multiple” means the number or multiple created
455| Dby dividing the statutorily defined claims-paying capacity as
456| determined in subparagraph (4) (c)l. by the aggregate

457 reimbursement premiums paid by all insurers estimated or

458| projected as of calendar year-end.

459 4, “TICL” means the temporary increase in coverage limit.
460 5. “TICL options” means the temporary increase in coverage
461 options created under this subsection.

462 6. “TICL insurer” means an insurer that has opted to obtain
463| coverage under the TICL options addendum in addition to the

464 coverage provided to the insurer under its FHCF reimbursement
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contract.
7. “TICL reimbursement premium” means the premium charged

by the fund for coverage provided under the TICL option.

8. “TICL coverage multiple” means the coverage multiple
when multiplied by an insurer’s reimbursement premium that
defines the temporary increase in coverage limit.

9. “TICL coverage” means the coverage for an insurer’s
losses above the insurer’s statutorily determined claims-paying
capacity based on the claims-paying limit in subparagraph
(4) (c)1., which an insurer selects as its temporary increase in
coverage from the fund under the TICL options selected. A TICL
insurer’s increased coverage limit options shall be calculated
as follows:

a. The board shall calculate and report to each TICL
insurer the TICL coverage multiples based on 12 options for
increasing the insurer’s FHCF coverage limit. Each TICL coverage
multiple shall be calculated by dividing $1 billion, $2 billion,
$3 billion, $4 billion, $5 billion, $6 billion, $7 billion, $8
billion, $9 billion, $10 billion, $11 billion, or $12 billion by
the total estimated aggregate FHCF reimbursement premiums for

the 2007-2008 contract year, and the 2008-2009 contract year+

A+ 2000201 N Nt v~ PPNENEVN
oG i \PAv] \va=mnv) HTcfraCtCtTt—vYCat .

b. For the 2009-2010 contract year, the board shall

calculate and report to each TICL insurer the TICL coverage

multiples based on 10 options for increasing the insurer’s FHCF

coverage limit. Each TICL coverage multiple shall be calculated
by dividing $1 billion, $2 billion, $3 billion, $4 billion, S5
billion, $6 billion, $7 billion, $8 billion, $9 billion, and $10

billion by the total estimated aggregate FHCF reimbursement
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premiums for the 2009-2010 contract year.

c. For the contract year beginning June 1, 2010, and ending

December 31, 2010, the board shall calculate and report to each

TICL insurer the TICL coverage multiples based on eight options

for increasing the insurer’s FHCF coverage limit. Each TICL

coverage multiple shall be calculated by dividing $1 billion, $2
billion, $3 billion, $4 billion, $5 billion, $6 billion, $7
billion, and $8 billion by the total estimated aggregate FHCF

reimbursement premiums for the contract year.

d. For the 2011 contract year, the board shall calculate

and report to each TICL insurer the TICL coverage multiples

based on six options for increasing the insurer’s FHCF coverage

limit. Each TICL coverage multiple shall be calculated by
dividing $1 billion, $2 billion, $3 billion, $4 billion, $5
billion, and $6 billion by the total estimated aggregate FHCF

reimbursement premiums for the 2011 contract year.

e. For the 2012 contract year, the board shall calculate

and report to each TICL insurer the TICL coverage multiples

based on four options for increasing the insurer’s FHCF coverage

limit. Each TICL coverage multiple shall be calculated by
dividing $1 billion, $2 billion, S$3 billion, and $4 billion by

the total estimated aggregate FHCF reimbursement premiums for

the 2012 contract year.

f. For the 2013 contract year, the board shall calculate

and report to each TICL insurer the TICL coverage multiples

based on two options for increasing the insurer’s FHCF coverage

limit. Each TICL coverage multiple shall be calculated by
dividing $1 billion and $2 billion by the total estimated

aggregate FHCF reimbursement premiums for the 2013 contract
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523| year.
524 g.b+~ The TICL insurer’s increased coverage shall be the
525 FHCF reimbursement premium multiplied by the TICL coverage
526| multiple. In order to determine an insurer’s total limit of
527 coverage, an insurer shall add its TICL coverage multiple to its
528| payout multiple. The total shall represent a number that, when
529| multiplied by an insurer’s FHCF reimbursement premium for a
530| given reimbursement contract year, defines an insurer’s total
531 limit of FHCF reimbursement coverage for that reimbursement
532 contract year.
533 10. “TICL options addendum” means an addendum to the
534| reimbursement contract reflecting the obligations of the fund
535| and insurers selecting an option to increase an insurer’s FHCF
536 coverage limit.
537 (e) TICL options addendum.—
538 1. The TICL options addendum shall provide for
539| reimbursement of TICL insurers for covered events occurring
540 between June 1, 2007, and May 31, 2008, amd between June 1,
541 2008, and May 31, 2009, er between June 1, 2009, and May 31,
542 2010, between June 1, 2010, and December 31, 2010, between
543 January 1, 2011, and December 31, 2011, between January 1, 2012,

544 and December 31, 2012, or between January 1, 2013, and December

545 31, 2013, in exchange for the TICL reimbursement premium paid
546 into the fund under paragraph (f). Any insurer writing covered
547| policies has the option of selecting an increased limit of

548 coverage under the TICL options addendum and shall select such
549 coverage at the time that it executes the FHCF reimbursement
550 contract.

551 2. The TICL addendum shall contain a promise by the board
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to reimburse the TICL insurer for 45 percent, 75 percent, or 90
percent of its losses from each covered event in excess of the
insurer’s retention, plus 5 percent of the reimbursed losses to
cover loss adjustment expenses. The percentage shall be the same
as the coverage level selected by the insurer under paragraph
(4) (b) .

3. The TICL addendum shall provide that reimbursement
amounts shall not be reduced by reinsurance paid or payable to
the insurer from other sources.

4. The priorities, schedule, and method of reimbursements
under the TICL addendum shall be the same as provided under
subsection (4).

(f) TICL reimbursement premiums.—Each TICL insurer shall
pay to the fund, in the manner and at the time provided in the
reimbursement contract for payment of reimbursement premiums, a
TICL reimbursement premium determined as specified in subsection

(5), except that a cash build-up factor does not apply to the

TICL reimbursement premiums. However, the TICL reimbursement

premium shall be increased in contract year 2009-2010 by a

factor of two, in the contract year beginning June 1, 2010, and

ending December 31, 2010, by a factor of three, in the 2011

contract year by a factor of four, in the 2012 contract year by

a factor of five, and in the 2013 contract year by a factor of

six.
(g) Effect on claims-paying capacity of the fund.—For the
contract terms commencing June 1, 2007, June 1, 2008, anmd June

1, 2009, June 1, 2010, January 1, 2011, January 1, 2012, and

January 1, 2013, the program created by this subsection shall

increase the claims-paying capacity of the fund as provided in
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610| written in this state. A copy of rates, rating schedules, rating
611| manuals, premium credits or discount schedules, and surcharge
612 schedules, and changes thereto, shall be filed with the office
613| under one of the following procedures except as provided in
614 subparagraph 3.:

615 1. If the filing is made at least 90 days before the

616| proposed effective date and the filing is not implemented during
617 the office’s review of the filing and any proceeding and

618 judicial review, then such filing shall be considered a “file
619 and use” filing. In such case, the office shall finalize its

620 review by issuance of a notice of intent to approve or a notice
621| of intent to disapprove within 90 days after receipt of the

622 filing. The notice of intent to approve and the notice of intent
623| to disapprove constitute agency action for purposes of the

624| Administrative Procedure Act. Requests for supporting

625 information, requests for mathematical or mechanical

626 corrections, or notification to the insurer by the office of its
627| preliminary findings shall not toll the 90-day period during any
628 such proceedings and subsequent judicial review. The rate shall
629| be deemed approved if the office does not issue a notice of

630 intent to approve or a notice of intent to disapprove within 90
631| days after receipt of the filing.

632 2. If the filing is not made in accordance with the

633| provisions of subparagraph 1., such filing shall be made as soon
634 as practicable, but no later than 30 days after the effective
635| date, and shall be considered a “use and file” filing. An

636 insurer making a “use and file” filing is potentially subject to
637 an order by the office to return to policyholders portions of

638 rates found to be excessive, as provided in paragraph (h).
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3. For all property insurance filings made or submitted
before December 31, 2010 after—Jaonuvarvy 25200+ —butbefore

Peeember 3120668, an insurer seeking a rate that is greater

than the rate most recently approved by the office shall make a
“file and use” filing. For purposes of this subparagraph, motor
vehicle collision and comprehensive coverages are not considered
to be property coverages.

(b) Upon receiving a rate filing, the office shall review
the rate filing to determine if a rate is excessive, inadequate,

or unfairly discriminatory, except as provided in paragraph (k)

or paragraph (1). In making that determination, the office

shall, in accordance with generally accepted and reasonable
actuarial techniques, consider the following factors:

1. Past and prospective loss experience within and without
this state.

2. Past and prospective expenses.

3. The degree of competition among insurers for the risk
insured.

4. Investment income reasonably expected by the insurer,
consistent with the insurer’s investment practices, from
investable premiums anticipated in the filing, plus any other
expected income from currently invested assets representing the
amount expected on unearned premium reserves and loss reserves.
The commission may adopt rules using reasonable techniques of
actuarial science and economics to specify the manner in which
insurers shall calculate investment income attributable to such
classes of insurance written in this state and the manner in
which such investment income shall be used to calculate

insurance rates. Such manner shall contemplate allowances for an
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underwriting profit factor and full consideration of investment
income which produce a reasonable rate of return; however,
investment income from invested surplus may not be considered.

5. The reasonableness of the judgment reflected in the
filing.

6. Dividends, savings, or unabsorbed premium deposits
allowed or returned to Florida policyholders, members, or
subscribers.

7. The adequacy of loss reserves.

8. The cost of reinsurance. The office shall not disapprove
a rate as excessive solely due to the insurer having obtained
catastrophic reinsurance to cover the insurer’s estimated 250-
year probable maximum loss or any lower level of loss.

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

10. Conflagration and catastrophe hazards, if applicable.

11. Projected hurricane losses, if applicable, which must
be estimated using a model or method found to be acceptable or
reliable by the Florida Commission on Hurricane Loss Projection
Methodology, and as further provided in s. 627.0628.

12. A reasonable margin for underwriting profit and
contingencies.

13. The cost of medical services, if applicable.

14. Other relevant factors which impact upon the frequency
or severity of claims or upon expenses.

(c) In the case of fire insurance rates, consideration
shall be given to the availability of water supplies and the
experience of the fire insurance business during a period of not

less than the most recent 5-year period for which such
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697| experience is available.
698 (d) If conflagration or catastrophe hazards are given
699 consideration by an insurer in its rates or rating plan,
700 including surcharges and discounts, the insurer shall establish
701 a reserve for that portion of the premium allocated to such
702| hazard and shall maintain the premium in a catastrophe reserve.
703| Any removal of such premiums from the reserve for purposes other
704 than paying claims associated with a catastrophe or purchasing
705 reinsurance for catastrophes shall be subject to approval of the
706| office. Any ceding commission received by an insurer purchasing
707 reinsurance for catastrophes shall be placed in the catastrophe
708 reserve.
709 (e) After consideration of the rate factors provided in
710| paragraphs (b), (c), and (d), a rate may be found by the office
711 to be excessive, inadequate, or unfairly discriminatory based
712| wupon the following standards:
713 1. Rates shall be deemed excessive if they are likely to
714| produce a profit from Florida business that is unreasonably high
715 in relation to the risk involved in the class of business or if
716| expenses are unreasonably high in relation to services rendered.
717 2. Rates shall be deemed excessive i1f, among other things,
718 the rate structure established by a stock insurance company
719| provides for replenishment of surpluses from premiums, when the
720 replenishment is attributable to investment losses.
721 3. Rates shall be deemed inadequate if they are clearly
722 insufficient, together with the investment income attributable
723 to them, to sustain projected losses and expenses in the class
724 of business to which they apply.

725 4. A rating plan, including discounts, credits, or
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surcharges, shall be deemed unfairly discriminatory if it fails
to clearly and equitably reflect consideration of the
policyholder’s participation in a risk management program
adopted pursuant to s. 627.0625.

5. A rate shall be deemed inadequate as to the premium
charged to a risk or group of risks if discounts or credits are
allowed which exceed a reasonable reflection of expense savings
and reasonably expected loss experience from the risk or group
of risks.

6. A rate shall be deemed unfairly discriminatory as to a
risk or group of risks if the application of premium discounts,
credits, or surcharges among such risks does not bear a
reasonable relationship to the expected loss and expense
experience among the various risks.

(f) In reviewing a rate filing, the office may require the
insurer to provide at the insurer’s expense all information
necessary to evaluate the condition of the company and the
reasonableness of the filing according to the criteria
enumerated in this section.

(g) The office may at any time review a rate, rating
schedule, rating manual, or rate change; the pertinent records
of the insurer; and market conditions. If the office finds on a
preliminary basis that a rate may be excessive, inadequate, or
unfairly discriminatory, the office shall initiate proceedings
to disapprove the rate and shall so notify the insurer. However,
the office may not disapprove as excessive any rate for which it
has given final approval or which has been deemed approved for a
period of 1 year after the effective date of the filing unless

the office finds that a material misrepresentation or material
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755| error was made by the insurer or was contained in the filing.
756| Upon being so notified, the insurer or rating organization
757 shall, within 60 days, file with the office all information
758| which, in the belief of the insurer or organization, proves the
759 reasonableness, adequacy, and fairness of the rate or rate
760 change. The office shall issue a notice of intent to approve or
761 a notice of intent to disapprove pursuant to the procedures of
762| paragraph (a) within 90 days after receipt of the insurer’s
763 initial response. In such instances and in any administrative
764| proceeding relating to the legality of the rate, the insurer or
765 rating organization shall carry the burden of proof by a
766| preponderance of the evidence to show that the rate is not
767| excessive, inadequate, or unfairly discriminatory. After the
768 office notifies an insurer that a rate may be excessive,

769 inadequate, or unfairly discriminatory, unless the office

770 withdraws the notification, the insurer shall not alter the rate
771| except to conform with the office’s notice until the earlier of
772 120 days after the date the notification was provided or 180

773 days after the date of the implementation of the rate. The

774 office may, subject to chapter 120, disapprove without the 60-
775 day notification any rate increase filed by an insurer within
776 the prohibited time period or during the time that the legality
777 of the increased rate is being contested.

778 (h) In the event the office finds that a rate or rate

779| change is excessive, inadequate, or unfairly discriminatory, the
780 office shall issue an order of disapproval specifying that a new
781 rate or rate schedule which responds to the findings of the

782 office be filed by the insurer. The office shall further order,

783 for any “use and file” filing made in accordance with
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subparagraph (a)2., that premiums charged each policyholder
constituting the portion of the rate above that which was
actuarially justified be returned to such policyholder in the
form of a credit or refund. If the office finds that an
insurer’s rate or rate change is inadequate, the new rate or
rate schedule filed with the office in response to such a
finding shall be applicable only to new or renewal business of
the insurer written on or after the effective date of the
responsive filing.

(1) Except as otherwise specifically provided in this
chapter, the office shall not prohibit any insurer, including
any residual market plan or joint underwriting association, from
paying acquisition costs based on the full amount of premium, as
defined in s. 627.403, applicable to any policy, or prohibit any
such insurer from including the full amount of acquisition costs
in a rate filing.

(j) With respect to residential property insurance rate
filings, the rate filing must account for mitigation measures
undertaken by policyholders to reduce hurricane losses.

(k) Notwithstanding any other provision of this section:

1. A rate filing for residential property insurance

relating to rate changes, rating factors, territories,

classification, discounts, credits, or similar matters with

respect to any policy form, including endorsements issued with

the form, is exempt from a determination by the office that the

rate is excessive or unfairly discriminatory under s. 627.062

if:

a. All changes specified in the filing do not result in an

increase from the insurer’s rates then in effect of more than
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the rate increase authorized by s. 627.0629(5), plus the actual

additional cost paid due to the application of s.

215.555(17) (f), plus the actual additional cost paid due to the

application by the Florida Hurricane Catastrophe Fund of a cash

buildup factor pursuant to s. 215.555(5) (b); and

b. All changes specified in the filing do not result in an

overall premium increase of more than 10 percent statewide, and

12 percent for an individual policyholder, for reasons related

solely to the rate change.

2. An insurer that submits a filing pursuant to this

paragraph shall include a copy of the reinsurance contract,

proof of the billing or payment for the contract, and the

calculations upon which the rate change is based.

3. A rate filing is not exempt under subparagraph 1. if the

filing exceeds the overall premium increases authorized under

subparagraph 1. in any 12-month period. An insurer must proceed

under other provisions of this section or other provisions of

law 1if the insurer seeks to exceed the premium or rate

limitations of subparagraph 1.

4. This paragraph does not limit the authority of the

office to disapprove a rate as inadequate or to disapprove a

filing for the use of unfairly discriminatory rating factors

pursuant to s. 626.9541. An insurer that elects to implement a

rate change under this paragraph must file its rate filing with

the office at least 40 days before the effective date of the

rate change. The office shall have 30 days after the date that

the rate filing is submitted to review the filing and determine

if the rate is inadequate or uses unfairly discriminatory rating

factors. Absent a finding by the office within the 30-day period
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842 that the rate is inadequate or that the insurer has used

843| wunfairly discriminatory rating factors, the filing is deemed

844 approved. If the office finds during the 30-day period that the

845 filing will result in inadequate premiums or otherwise endanger

846 the insurer’s solvency, the rate increase shall proceed pending

847 additional action by the office to ensure the adequacy of the
848 rate.

849 5. This paragraph does not apply to rate filings for any

850 insurance other than residential property insurance.
851

852 The provisions of this subsection do shaid not apply to workers’
853| compensation and employer’s liability insurance and to motor

854| wvehicle insurance.

855 (5) With respect to a rate filing involving coverage of the
856 type for which the insurer is required to pay a reimbursement
857| premium to the Florida Hurricane Catastrophe Fund, the insurer
858| may fully recoup in its property insurance premiums any

859 reimbursement premiums paid to the Florida Hurricane Catastrophe
860 Fund, together with reasonable costs of other reinsurance, but

861 except as otherwise provided in this section, may not recoup

862 reinsurance costs that duplicate coverage provided by the

863| Florida Hurricane Catastrophe Fund. An insurer may not recoup
864| more than 1 year of reimbursement premium at a time. Any under-
865 recoupment from the prior year may be added to the following
866| year’s reimbursement premium and any over-recoupment shall be
867 subtracted from the following year’s reimbursement premium.

868 Section 3. Section 627.0621, Florida Statutes, 1s amended
869| to read:

870 627.0621 Transparency in rate regulation.—
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(1) DEFINITIONS.—As used in this section,

20091950c1
the term:

(a) “Rate filing” means any original or amended rate
residential property insurance filing.

(b) “Recommendation” means any proposed, preliminary, or
final recommendation from an office actuary reviewing a rate
filing with respect to the issue of approval or disapproval of
the rate filing or with respect to rate indications that the
office would consider acceptable.

(2) WEBSITE FOR PUBLIC ACCESS TO RATE FILING INFORMATION.-—
2008,

the office shall provide the following information on a publicly

With respect to any rate filing made on or after July 1,

accessible Internet website:

(a) The overall rate change requested by the insurer.

(b) All assumptions made by the office’s actuaries.

(c) A statement describing any assumptions or methods that
deviate from the actuarial standards of practice of the Casualty
Actuarial Society or the American Academy of Actuaries,
including an explanation of the nature, rationale, and effect of
the deviation.

(d) All recommendations made by any office actuary who
reviewed the rate filing.

(e) Certification by the office’s actuary that, based on
the actuary’s knowledge, his or her recommendations are
consistent with accepted actuarial principles.

(f) The overall rate change approved by the office.
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929| Fund. The insurer may include the cost of reinsurance in its

930 rate even if the insurer does not purchase the TICL layer.

931 However, this cost for reinsurance may not include any expense

932 or profit load or result in a total annual base rate increase in

933 excess of 10 percent.

934 Section 5. Paragraphs (a), (c), (m), and (x) of subsection
935 (6) of section 627.351, Florida Statutes, are amended to read:
936 627.351 Insurance risk apportionment plans.—

937 (6) CITIZENS PROPERTY INSURANCE CORPORATION.—

938 (a)l. It is the public purpose of this subsection to ensure

939 the existence of an orderly market for property insurance for
940 Floridians and Florida businesses. The Legislature finds that
941| private insurers are unwilling or unable to provide affordable
942| property insurance coverage in this state to the extent sought
943| and needed. The absence of affordable property insurance

944 threatens the public health, safety, and welfare and likewise
945 threatens the economic health of the state. The state therefore
946| has a compelling public interest and a public purpose to assist
947 in assuring that property in the state is insured and that it is
948 insured at affordable rates so as to facilitate the remediation,
949 reconstruction, and replacement of damaged or destroyed property
950 in order to reduce or avoid the negative effects otherwise

951 resulting to the public health, safety, and welfare, to the

952 economy of the state, and to the revenues of the state and local
953 governments which are needed to provide for the public welfare.
954 It is necessary, therefore, to provide affordable property

955 insurance to applicants who are in good faith entitled to

956| procure insurance through the voluntary market but are unable to

957 do so. The Legislature intends by this subsection that
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affordable property insurance be provided and that it continue
to be provided, as long as necessary, through Citizens Property
Insurance Corporation, a government entity that is an integral
part of the state, and that is not a private insurance company.
To that end, Citizens Property Insurance Corporation shall
strive to increase the availability of affordable property
insurance in this state, while achieving efficiencies and
economies, and while providing service to policyholders,
applicants, and agents which is no less than the quality
generally provided in the voluntary market, for the achievement
of the foregoing public purposes. Because it is essential for
this government entity to have the maximum financial resources
to pay claims following a catastrophic hurricane, it is the
intent of the Legislature that Citizens Property Insurance
Corporation continue to be an integral part of the state and
that the income of the corporation be exempt from federal income
taxation and that interest on the debt obligations issued by the
corporation be exempt from federal income taxation.

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 Insurance
Corporation. The corporation shall provide insurance for
residential and commercial property, for applicants who are in
good faith entitled, but are unable, to procure insurance
through the voluntary market. The corporation shall operate
pursuant to a plan of operation approved by order of the
Financial Services Commission. The plan is subject to continuous
review by the commission. The commission may, by order, withdraw

approval of all or part of a plan if the commission determines
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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 Office of Insurance Regulation until
October 1, 2006. For the purposes of this subsection,
residential coverage includes both personal lines residential
coverage, which consists of the type of coverage provided by
homeowner’s, mobile home owner’s, dwelling, tenant’s,
condominium unit owner’s, and similar policies, and commercial
lines residential coverage, which consists of the type of
coverage provided by condominium association, apartment
building, and similar policies.

3. Effective January 1, 2009, a personal lines residential
structure that has a dwelling replacement cost of $2 million or
more, or a single condominium unit that has a combined dwelling
and content replacement cost of $2 million or more is not
eligible for coverage by the corporation. Such dwellings insured
by the corporation on December 31, 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
become ineligible for coverage due to the provisions of this
subparagraph may reapply and obtain coverage if the property
owner provides the corporation with a sworn affidavit from one
or more insurance agents, on a form provided by the corporation,
stating that the agents have made their best efforts to obtain
coverage and that the property has been rejected for coverage by
at least one authorized insurer and at least three surplus lines
insurers. If such conditions are met, the dwelling may be

insured by the corporation for up to 3 years, after which time
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1016| the dwelling is ineligible for coverage. The office shall
1017 approve the method used by the corporation for wvaluing the
1018 dwelling replacement cost for the purposes of this subparagraph.
1019 If a policyholder is insured by the corporation prior to being
1020 determined to be ineligible pursuant to this subparagraph and
1021| such policyholder files a lawsuit challenging the determination,
1022| the policyholder may remain insured by the corporation until the
1023| conclusion of the litigation.
1024 4. It is the intent of the Legislature that policyholders,
1025| applicants, and agents of the corporation receive service and
1026| treatment of the highest possible level but never less than that
1027| generally provided in the wvoluntary market. It also is intended
1028 that the corporation be held to service standards no less than
1029| those applied to insurers in the voluntary market by the office
1030 with respect to responsiveness, timeliness, customer courtesy,
1031 and overall dealings with policyholders, applicants, or agents
1032 of the corporation.
1033 5. Effective January 1, 2009, a personal lines residential
1034 structure that is located in the “wind-borne debris region,” as
1035 defined in s. 1609.2, International Building Code (2006), and
1036| that has an insured value on the structure of $750,000 or more
1037 is not eligible for coverage by the corporation unless the
1038 structure has opening protections as required under the Florida
1039| Building Code for a newly constructed residential structure in
1040 that area. A residential structure shall be deemed to comply
1041| with the requirements of this subparagraph if it has shutters or
1042 opening protections on all openings and if such opening

1043| protections complied with the Florida Building Code at the time

1044 they were installed. Effeetive Januvary +—20310—Ffor personat
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(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:

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.
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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)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)2.a.

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

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
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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.

(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 quota 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
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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.

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

Page 40 of 68

CODING: Words strieken are deletions; words underlined are additions.




1161
1162
1163
1164
1165
1166
1167
1168
1169
1170
1171
1172
1173
1174
1175
1176
1177
1178
1179
1180
1181
1182
1183
1184
1185
1186
1187
1188
1189

Florida Senate - 2009 CS for SB 1950

597-04422-09 20091950c1
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
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)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
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1190| requirements of this subsection. The corporation is authorized
1191 to take all actions needed to facilitate tax-free status for any
1192 such bonds or indebtedness, including formation of trusts or
1193 other affiliated entities. The corporation shall have the
1194 authority to pledge assessments, projected recoveries from the
1195 Florida Hurricane Catastrophe Fund, other reinsurance
1196 recoverables, market equalization and other surcharges, and
1197 other funds available to the corporation as security for bonds
1198 or other indebtedness. In recognition of s. 10, Art. I of the
1199 State Constitution, prohibiting the impairment of obligations of
1200 contracts, it is the intent of the Legislature that no action be
1201 taken whose purpose is to impair any bond indenture or financing
1202 agreement or any revenue source committed by contract to such
1203| bond or other indebtedness.

1204 4.a. Must require that the corporation operate subject to
1205 the supervision and approval of a board of governors consisting
1206| of eight individuals who are residents of this state, from

1207| different geographical areas of this state. The Governor, the
1208 Chief Financial Officer, the President of the Senate, and the
1209 Speaker of the House of Representatives shall each appoint two
1210| members of the board. At least one of the two members appointed
1211| by each appointing officer must have demonstrated expertise in
1212 insurance. The Chief Financial Officer shall designate one of
1213| the appointees as chair. All board members serve at the pleasure
1214 of the appointing officer. All members of the board of governors
1215 are subject to removal at will by the officers who appointed
1216 them. All board members, including the chair, must be appointed
1217 to serve for 3-year terms beginning annually on a date

1218| designated by the plan. However, for the first term beginning on
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or after July 1, 2009, each appointing officer shall appoint one

member of the board for a 2-year term and one member for a 3-

year term. 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 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
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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
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 15
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 8. However, with regard to a policyholder of the
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corporation or a policyholder removed from the corporation
through an assumption agreement until the end of the assumption
period, 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.

(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).
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(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

(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 15
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 or a policyholder removed from
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the corporation through an assumption agreement until the end of
the assumption period, 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
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:
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(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
(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).

c. For purposes of determining comparable coverage under
sub-subparagraphs a. and b., the comparison shall be based on
those forms and coverages that are reasonably comparable. The
corporation may rely on a determination of comparable coverage
and premium made by the producing agent who submits the
application to the corporation, made in the agent’s capacity as
the corporation’s agent. A comparison may be made solely of the
premium with respect to the main building or structure only on
the following basis: the same coverage A or other building
limits; the same percentage hurricane deductible that applies on
an annual basis or that applies to each hurricane for commercial
residential property; the same percentage of ordinance and law
coverage, 1f the same limit is offered by both the corporation
and the authorized insurer; the same mitigation credits, to the

extent the same types of credits are offered both by the
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corporation and the authorized insurer; the same method for loss
payment, such as replacement cost or actual cash value, if the
same method is offered both by the corporation and the
authorized insurer in accordance with underwriting rules; and
any other form or coverage that is reasonably comparable as
determined by the board. If an application is submitted to the
corporation for wind-only coverage in the high-risk account, the
premium for the corporation’s wind-only policy plus the premium
for the ex-wind policy that is offered by an authorized insurer
to the applicant shall be compared to the premium for multiperil
coverage offered by an authorized insurer, subject to the
standards for comparison specified in this subparagraph. If the
corporation or the applicant requests from the authorized
insurer a breakdown of the premium of the offer by types of
coverage so that a comparison may be made by the corporation or
its agent and the authorized insurer refuses or is unable to
provide such information, the corporation may treat the offer as
not being an offer of coverage from an authorized insurer at the
insurer’s approved rate.

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

7. 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
for that purpose prior to assessing assessable insurers and

assessable insureds as to any calendar year.
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8. Must provide objective criteria and procedures to be
uniformly applied for all applicants in determining whether an
individual risk is so hazardous as to be uninsurable. In making
this determination and in establishing the criteria and
procedures, the following shall be considered:

a. Whether the likelihood of a loss for the individual risk
is substantially higher than for other risks of the same class;
and

b. Whether the uncertainty associated with the individual

risk is such that an appropriate premium cannot be determined.

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

9. Must provide that the corporation shall make its best
efforts to procure catastrophe reinsurance at reasonable rates,
to cover its projected 100-year probable maximum loss as
determined by the board of governors.

10. The policies issued by the corporation must provide
that, i1f 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.

11. 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
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corporation coverage creates a conclusive presumption that the
applicant or policyholder is aware of this potential.

12. 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
area 1f 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.

13. Must provide that, with respect to the high-risk
account, any assessable insurer with a surplus as to
policyholders of $25 million or less writing 25 percent or more
of its total countrywide property insurance premiums in this
state may petition the office, within the first 90 days of each
calendar year, to qualify as a limited apportionment company. A
regular assessment levied by the corporation on a limited
apportionment company for a deficit incurred by the corporation
for the high-risk account in 2006 or thereafter may be paid to
the corporation on a monthly basis as the assessments are
collected by the limited apportionment company from its insureds

pursuant to s. 627.3512, but the regular assessment must be paid
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1480 in full within 12 months after being levied by the corporation.
1481| A limited apportionment company shall collect from its
1482| policyholders any emergency assessment imposed under sub-
1483 subparagraph (b)3.d. The plan shall provide that, if the office
1484 determines that any regular assessment will result in an
1485 impairment of the surplus of a limited apportionment company,
1486 the office may direct that all or part of such assessment be
1487| deferred as provided in subparagraph (p)4. However, there shall
1488 be no limitation or deferment of an emergency assessment to be
1489 collected from policyholders under sub-subparagraph (b)3.d.
1490 14. Must provide that the corporation appoint as its
1491 licensed agents only those agents who also hold an appointment
1492 as defined in s. 626.015(3) with an insurer who at the time of
1493| the agent’s initial appointment by the corporation is authorized
1494 to write and is actually writing personal lines residential
1495| property coverage, commercial residential property coverage, or
1496 commercial nonresidential property coverage within the state.
1497 15. Must provide, by July 1, 2007, a premium payment plan
1498 option to its policyholders which allows at a minimum for
1499| qguarterly and semiannual payment of premiums. A monthly payment
1500| plan may, but is not required to, be offered.
1501 16. Must limit coverage on mobile homes or manufactured
1502| homes built prior to 1994 to actual cash value of the dwelling
1503 rather than replacement costs of the dwelling.
1504 17. May provide such limits of coverage as the board
1505 determines, consistent with the requirements of this subsection.
1506 18. May require commercial property to meet specified
1507 hurricane mitigation construction features as a condition of

1508 eligibility for coverage.
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(m)1. Rates for coverage provided by the corporation shall
be actuarially sound and subject to the requirements of s.
627.062, except as otherwise provided in this paragraph. The
corporation shall file its recommended rates with the office at
least annually. The corporation shall provide any additional
information regarding the rates which the office requires. The
office shall consider the recommendations of the board and issue
a final order establishing the rates for the corporation within
45 days after the recommended rates are filed. The corporation
may not pursue an administrative challenge or judicial review of
the final order of the office.

2. In addition to the rates otherwise determined pursuant
to this paragraph, the corporation shall impose and collect an
amount equal to the premium tax provided for in s. 624.509 to
augment the financial resources of the corporation.

3. After the public hurricane loss-projection model under
S. 627.06281 has been found to be accurate and reliable by the
Florida Commission on Hurricane Loss Projection Methodology,
that model shall serve as the minimum benchmark for determining
the windstorm portion of the corporation’s rates. This
subparagraph does not require or allow the corporation to adopt
rates lower than the rates otherwise required or allowed by this
paragraph.

4. The rate filings for the corporation which were approved
by the office and which took effect January 1, 2007, are
rescinded, except for those rates that were lowered. As soon as
possible, the corporation shall begin using the lower rates that
were in effect on December 31, 2006, and shall provide refunds

to policyholders who have paid higher rates as a result of that
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rate filing. The rates in effect on December 31, 2006, shall
remain in effect for the 2007 and 2008 calendar years except for
any rate change that results in a lower rate. The next rate
change that may increase rates shall take effect pursuant to a
new rate filing recommended by the corporation and established
by the office, subject to the requirements of this paragraph.

5. Beginning on July 15, 2009, and each year thereafter,
the corporation must make a recommended actuarially sound rate
filing for each personal and commercial line of business it
writes, to be effective no earlier than January 1, 2010.

6. Notwithstanding the board’s recommended rates and the

office’s final order regarding the corporation’s filed rates

under subparagraph 1., the corporation shall implement a rate

increase each year which does not exceed 10 percent for any

single policy issued by the corporation, excluding coverage

changes and surcharges. The corporation may also implement an

increase to reflect the effect on the corporation of the cash

buildup factor pursuant to s. 215.555(5) (b).

7. The corporation’s implementation of rates as prescribed

in subparagraph 6. shall cease upon the corporation’s

implementation of actuarially sound rates.

8. Beginning January 1, 2010, and each year thereafter, the

corporation shall transfer 10 percent of the funds received from

the rate increase prescribed by subparagraph 6. to the General

Revenue Fund. The corporation’s transfer of such funds shall

cease upon the corporation’s implementation of actuarially sound

rates.
(x) It is the intent of the Legislature that the amendments

to this subsection enacted in 2002 should, over time, reduce the
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1567| probable maximum windstorm losses in the residual markets and
1568 should reduce the potential assessments to be levied on property
1569 insurers and policyholders statewide. In furtherance of this
1570 intent:

1571 1. The board shall, on or before February 1 of each year,
1572| provide a report to the President of the Senate and the Speaker
1573| of the House of Representatives showing the reduction or

1574| increase in the 100-year probable maximum loss attributable to
1575 wind-only coverages and the quota share program under this

1576 subsection combined, as compared to the benchmark 100-year

1577| probable maximum loss of the Florida Windstorm Underwriting
1578| Association. For purposes of this paragraph, the benchmark 100-
1579 year probable maximum loss of the Florida Windstorm Underwriting
1580| Association shall be the calculation dated February 2001 and
1581 based on November 30, 2000, exposures. In order to ensure

1582 comparability of data, the board shall use the same methods for
1583| calculating its probable maximum loss as were used to calculate
1584 the benchmark probable maximum loss.

1585 2. Beginning February 1, 2013 Februvary—+—>204+0, if the
1586 report under subparagraph 1. for any year indicates that the

1587 100-year probable maximum loss attributable to wind-only

1588 coverages and the quota share program combined does not reflect
1589 a reduction of at least 25 percent from the benchmark, the board
1590 shall reduce the boundaries of the high-risk area eligible for
1591| wind-only coverages under this subsection in a manner calculated
1592 to reduce such probable maximum loss to an amount at least 25
1593| percent below the benchmark.

1594 3. Beginning February 1, 2018 FebrwaryI++—2645, if the

1595 report under subparagraph 1. for any year indicates that the
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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.

Section 6. Section 627.3512, Florida Statutes, is amended
to read:

627.3512 Recoupment of residual market deficit
assessments.—

(1) An insurer or insurer group may recoup any assessments
that have been paid during or after 1995 by the insurer or
insurer group to defray deficits of an insurance risk
apportionment plan or assigned risk plan under ss. 627.311 and
627.351, net of any earnings returned to the insurer or insurer
group by the association or plan for any year after 1993. The

insurer or insurer group shall begin the recoupment process

within 180 days after the date of the assessment as indicated on

the invoice received by the insurer or insurer group. An insurer

that fails to begin the recoupment process within 180 days after

the date of the assessment may not recoup the amount assessed. A
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(2) The recoupment shall be made by applying a separate
recoupment assessment factor on policies of the same line or
type as were considered by the residual markets in determining

the assessment liability of the insurer or insurer group. An
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insurer or insurer group shall calculate a separate assessment

factor for personal lines and commercial lines. The—separate
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recouped under this section are not subject to premium taxes,
fees, or commissions.

(3) 42> The recoupment assessment factor may muast not be

more than 3 percentage points above the ratio of the deficit
assessment to the Florida direct written premium for policies
for the lines or types of business as to which the assessment

was calculated—as—written3n—the vear +the defiertassessment

was—paid. If an insurer or insurer group fails to collect the

full amount of the deficit assessment within a l-year period,

the insurer or insurer group may must carry forward the amount
of the deficit and adjust the deficit assessment to be recouped

in the = subsequent year by—+that—ameunt. The insurer or insurer

group shall adjust the recoupment factor to be applied for the

subsequent year. The insurer or insurer group may not apply any

recoupment factor in a manner that is unfairly discriminatory

among its policyholders within the same lines, types, or

sublines of business.

(4)+3> The insurer or insurer group shall file with the
office a statement setting forth the amount of the assessment
factor and an explanation of how the factor will be applied, at
least 15 days prior to the factor being applied to any policies.

The statement shall include documentation of the assessment paid
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by the insurer or insurer group and the arithmetic calculations
supporting the assessment factor. The office shall complete its
review within 30 15 days after receipt of the filing and shall
limit its review to verification of the arithmetic calculations.
The insurer or insurer group may use the assessment factor at

any time after the expiration of the 30-day 45-day period unless
the office has notified the insurer or insurer group in writing
that the arithmetic calculations are incorrect.

(5) If an insurer or insurer group OVer-recoups any

assessment it has, it shall forward all excess recoupment to the

corporation to be held in a separate account to offset future

assessments.

(6) A final accounting report documenting the assessment

recouped shall be submitted to the office within 60 days after

the recoupment period ends. The chief executive officer or chief

financial officer must certify under ocath and subject to the

penalty of perjury, on a form approved by the commission, that

he or she has reviewed the report; that the information in the

report is true and accurate; and that, based on his or her

knowledge:

(a) The report does not contain any untrue statement of a

material fact or omit a material fact necessary in order to make

the statements not misleading, in light of the circumstances

under which the statements were made;

(b) The effective dates of the recoupment period are

correct;

(c) The recoupment factor used is correct;

(d) The direct written premium and associated recoupment

amounts received each month for the entire recoupment period are
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1683 correct; and

1684 (e) All excess recoupment moneys have been paid to the

1685 corporation.

1686 (7) Any insurer or insurer group that does not elect to use

1687 this process to recoup an assessment amount that it has paid is

1688| prohibited from including this uncollected assessment amount as

1689| any component in any subsequent rate filing required by s.
1690 627.062 or s. 627.0651.

1691 (8) 44> The commission may adopt rules to implement this
1692 section.
1693 Section 7. Subsections (1) and (2) of section 627.712,

1694 Florida Statutes, are amended to read:

1695 627.712 Residential windstorm coverage required;

1696| availability of exclusions for windstorm or contents.—

1697 (1) An insurer issuing a residential property insurance

1698| policy must provide windstorm coverage. Except as provided in
1699| paragraph (2) (c), this section does not apply with respect to
1700 risks that are eligible for wind-only coverage from Citizens

1701 Property Insurance Corporation under s. 627.351(6), and with

1702 respect to risks that are not eligible for coverage from

1703 Citizens Property Insurance Corporation under s. 627.351(6) (a)3.

1704 or s. 627.351(6) (a)5. A risk ineligible for Citizens coverage
1705| under s. 627.351(6) (a)3. or s. 627.351(6) (a)5. is exempt from

1706| the requirements of this section only if the risk is located

1707| within the boundaries of the high-risk account of the

1708 corporation.

1709 (2) A property insurer must make available, at the option
1710 of the policyholder, an exclusion of windstorm coverage.

1711 (a) The coverage may be excluded only if:
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1. When the policyholder is a natural person, the
policyholder personally writes and provides to the insurer the
following statement in his or her own handwriting and signs his
or her name, which must also be signed by every other named
insured on the policy, and dated: “I do not want the insurance
on my (home/mobile home/condominium unit) to pay for damage from
windstorms. I will pay those costs. My insurance will not.”
2. When the policyholder is other than a natural person,
the policyvholder provides to the insurer on the policyholder’s

letterhead the following statement that must be signed by the

policyvholder’s authorized representative and dated: “... (Name of
entity)... does not want the insurance on its ... (type of
structure) ... to pay for damage from windstorms. ... (Name of
entity)... will be responsible for these costs. ... (Name of

entity's)... insurance will not.”

(b) If the structure insured by the policy is subject to a
mortgage or lien, the policyholder must provide the insurer with
a written statement from the mortgageholder or lienholder
indicating that the mortgageholder or lienholder approves the
policyholder electing to exclude windstorm coverage or hurricane

coverage from his or her or its property insurance policy.
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insurer nonrenewing a policy and issuing a replacement policy,
or issuing a new policy, that does not provide wind coverage
shall provide a notice to the mortgageholder or lienholder
indicating the policyholder has elected coverage that does not
cover wind.

Section 8. Subsection (3) of section 631.57, Florida
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1741 Statutes, 1s amended to read:
1742 631.57 Powers and duties of the association.—
1743 (3) (a) To the extent necessary to secure the funds for the

1744 respective accounts for the payment of covered claims, to pay
1745 the reasonable costs to administer the same, and to the extent
1746| necessary to secure the funds for the account specified in s.
1747 631.55(2) (c) or to retire indebtedness, including, without

1748 limitation, the principal, redemption premium, if any, and

1749 interest on, and related costs of issuance of, bonds issued

1750 under s. 631.695 and the funding of any reserves and other

1751| payments required under the bond resolution or trust indenture
1752| pursuant to which such bonds have been issued, the office, upon
1753| certification of the board of directors, shall levy assessments
1754 1in the proportion that each insurer’s net direct written

1755| premiums in this state in the classes protected by the account
1756| bears to the total of said net direct written premiums received
1757 in this state by all such insurers for the preceding calendar
1758 year for the kinds of insurance included within such account.
1759| Assessments shall be remitted to and administered by the board
1760 of directors in the manner specified by the approved plan. Each
1761 insurer so assessed shall have at least 30 days’ written notice
1762 as to the date the assessment is due and payable. Every

1763 assessment shall be made as a uniform percentage applicable to
1764 the net direct written premiums of each insurer in the kinds of
1765 insurance included within the account in which the assessment is
1766| made. The assessments levied against any insurer shall not

1767| exceed in any one year more than 2 percent of that insurer’s net
1768| direct written premiums in this state for the kinds of insurance

1769| included within such account during the calendar year next
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preceding the date of such assessments.

(b) If sufficient funds from such assessments, together
with funds previously raised, are not available in any one year
in the respective account to make all the payments or
reimbursements then owing to insurers, the funds available shall
be prorated and the unpaid portion shall be paid as soon
thereafter as funds become available.

(c) Assessments shall be included as an appropriate factor
in the making of rates.

(d) No state funds of any kind shall be allocated or paid
to said association or any of its accounts.

(e)l.a. In addition to assessments otherwise authorized in
paragraph (a) and to the extent necessary to secure the funds
for the account specified in s. 631.55(2) (c¢c) for the direct
payment of covered claims of insurers rendered insolvent by the
effects of a hurricane and to pay the reasonable costs to
administer such claims, or to retire indebtedness, including,
without limitation, the principal, redemption premium, if any,
and interest on, and related costs of issuance of, bonds issued
under s. 631.695 and the funding of any reserves and other
payments required under the bond resolution or trust indenture
pursuant to which such bonds have been issued, the office, upon
certification of the board of directors, shall levy emergency
assessments upon insurers holding a certificate of authority.
The emergency assessments payable under this paragraph by any
insurer shall not exceed in any single year more than 2 percent
of that insurer’s direct written premiums, net of refunds, in
this state during the preceding calendar year for the kinds of

insurance within the account specified in s. 631.55(2) (c).
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b. Any emergency assessments authorized under this
paragraph shall be levied by the office upon insurers referred
to in sub-subparagraph a., upon certification as to the need for
such assessments by the board of directors. In the event the
board of directors participates in the issuance of bonds in
accordance with s. 631.695, emergency assessments shall be
levied in each year that bonds issued under s. 631.695 and
secured by such emergency assessments are outstanding, in such
amounts up to such 2-percent limit as required in order to
provide for the full and timely payment of the principal of,
redemption premium, if any, and interest on, and related costs
of issuance of, such bonds. The emergency assessments provided
for in this paragraph are assigned and pledged to the
municipality, county, or legal entity issuing bonds under s.
631.695 for the benefit of the holders of such bonds, in order
to enable such municipality, county, or legal entity to provide
for the payment of the principal of, redemption premium, if any,
and interest on such bonds, the cost of issuance of such bonds,
and the funding of any reserves and other payments required
under the bond resolution or trust indenture pursuant to which
such bonds have been issued, without the necessity of any
further action by the association, the office, or any other
party. To the extent bonds are issued under s. 631.695 and the
association determines to secure such bonds by a pledge of
revenues received from the emergency assessments, such bonds,
upon such pledge of revenues, shall be secured by and payable
from the proceeds of such emergency assessments, and the
proceeds of emergency assessments levied under this paragraph

shall be remitted directly to and administered by the trustee or
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2.3~ In the event the board of directors participates in
the issuance of bonds in accordance with s. 631.695, an annual
assessment under this paragraph shall continue while the bonds
issued with respect to which the assessment was imposed are
outstanding, including any bonds the proceeds of which were used
to refund bonds issued pursuant to s. 631.695, unless adequate
provision has been made for the payment of the bonds in the
documents authorizing the issuance of such bonds.

3.4+ Emergency assessments under this paragraph are not
premium and are not subject to the premium tax, to any fees, or
to any commissions. An insurer is liable for all emergency
assessments that the insurer collects and shall treat the
failure of an insured to pay an emergency assessment as a
failure to pay the premium. An insurer is not liable for
uncollectible emergency assessments.

Section 9. Section ©631.64, Florida Statutes, is amended to
read:

631.64 Recognition of assessments in rates.—

(1) The rates and premiums charged for insurance policies
to which this part applies may include amounts sufficient to
recoup a sum equal to the amounts paid to the association by the
member insurer less any amounts returned to the member insurer
by the association, and such rates shall not be deemed excessive
because they contain an amount reasonably calculated to recoup

assessments paid by the member insurer. The member insurer shall

begin the recoupment process within 180 days after the date of

the assessment as indicated on the invoice received by the

member insurer. A member insurer that fails to begin the
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recoupment process within 180 days after the date of the

assessment may not recoup the amount assessed.

(2) The recoupment factor may not be more than 2 percentage

points above the ratio of the deficit assessment to the Florida

direct written premium for policies for the lines or types of

business as to which the assessment was calculated. If a member

insurer fails to collect the full amount of the deficit

assessment within a l-year period, the member insurer may carry

forward the amount of the deficit assessment to be recouped in

the next subsequent year. The member insurer shall adjust the

recoupment factor to be applied for the next subsequent year.

The member insurer may not apply any recoupment factor in a

manner that is unfairly discriminatory among its policyholders

within the same lines, types, or sublines of business.

(3) A final accounting report documenting the assessment

recouped shall be submitted to the office within 60 days after

the recoupment period ends. The chief executive officer or chief

financial officer must certify under ocath and subject to the

penalty of perjury, on a form approved by the commission, that

he or she has reviewed the report; that the information in the

report is true and accurate; and that, based on his or her

knowledge:

(a) The report does not contain any untrue statement of a

material fact or omit to state a material fact necessary in

order to make the statements not misleading, in light of the

circumstances under which the statements were made;

(b) The effective dates of the recoupment period are

correct; and

(c) The direct written premium and associated recoupment
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1915 amounts received each month for the entire recoupment period are

19106 correct.

1917 (4) If a member insurer over-recoups any assessment it has

1918| paid, it shall forward all excess recoupment to the association.

1919| An accounting of the over-recoupment shall be documented in the

1920 final accounting report.

1921 (5) Any member insurer that does not elect to use this

1922| process to recoup an assessment amount that it has paid is

1923| prohibited from including this uncollected assessment amount as

1924 any component in any subsequent rate filing required by s.
1925 627.062 or s. 627.0651.

1926 (6) The commission may adopt rules to implement this

1927 section.

1928 Section 10. Section 631.65, Florida Statutes, 1s amended to
1929| read:
1930 631.65 Prohibited advertisement or solicitation.—No person

1931 shall make, publish, disseminate, circulate, or place before the
1932 public, or cause, directly or indirectly, to be made, published,
1933 disseminated, circulated, or placed before the public, in a

1934| newspaper, magazine, or other publication, or in the form of a
1935 notice, circular, pamphlet, letter, or poster, or over any radio
1936| station or television station, or in any other way, any

1937 advertisement, announcement, or statement which uses the

1938 existence of the insurance guaranty association for the purpose
1939| of sales, solicitation, or inducement to purchase any form of

1940 insurance covered under this part. However, this section does

1941| not prohibit a duly licensed insurance agent from explaining the

1942 existence or function of the insurance guaranty association to

1943| policyholders, prospects, or applicants for coverage.
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1944 Section 11. Upon receipt of funds transferred to the

1945 General Revenue fund pursuant to s. 627.351(6) (m)8., Florida

1946 Statutes, the funds transferred are appropriated on a

1947 nonrecurring basis from the General Revenue Fund to the

1948 Insurance Regulatory Trust Fund in the Department of Financial

1949 Services for purposes of the My Safe Florida Home Program

1950| specified in s. 215.5586, Florida Statutes. The My Safe Florida

1951| Home Program shall use the funds solely for the provision of

1952| mitigation grants pursuant to s. 215.5586(2), Florida Statutes,

1953 for single-family homes insured by the corporation. The

1954| department shall establish a separate account within the trust

1955 fund for accounting purposes.

1956 Section 12. This act shall take effect June 1, 2009.
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