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HB 1127 2014
1 A bill to be entitled
2 An act relating to property insurance; amending s.
3 215.555, F.S.; reordering and revising definitions;
4 establishing an aggregate limit on insurer retention
5 levels; revising coverage levels available under
6 reimbursement contracts; revising the schedule and
7 circumstances under which the State Board of
8 Administration is required to publish certain
9 statements and notices relating to the fund; revising
10 requirements for reimbursement contracts; requiring
11 the board to obtain a line of credit to reimburse
12 insurers under certain circumstances; deleting a
13 requirement that the formula for determining premiums
14 to be paid to the fund include a cash build-up factor;
15 requiring the formula to be peer reviewed; deleting
16 provisions relating to temporary emergency options for
17 additional coverage; amending s. 627.062, F.S.;
18 deleting a provision prohibiting an insurer from
19 recouping reinsurance costs under certain conditions;
20 amending ss. 627.0629, F.S.; conforming provisions to
21 changes made by the act; amending ss. 624.424 and
22 627.351, F.S.; conforming cross references; providing
23 an effective date.
24
25| Be It Enacted by the Legislature of the State of Florida:
26
27 Section 1. Subsection (2) of section 215.555, Florida
28 Statutes, 1is reordered and amended, and paragraphs (b) through
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29 (d) of subsection (4), paragraph (b) of subsection (5),
30 paragraph (d) of subsection (6), and subsection (16) of that

31 section, are amended to read:

32 215.555 Florida Hurricane Catastrophe Fund.—
33 (2) DEFINITIONS.—As used in this section:
34 (a) "Actuarially indicated" means, with respect to

35| premiums paid by insurers for reimbursement provided by the

36| fund, an amount determined according to principles of actuarial
37 science to be adequate, but not excessive, in the aggregate, to
38 pay current and future obligations and expenses of the fund,

39| dincluding additional amounts if needed to pay debt service on

40 revenue bonds issued under this section and to provide required
41| debt service coverage in excess of the amounts required to pay
42 actual debt service on revenue bonds issued under subsection

43 (6), and determined according to principles of actuarial science
44 to reflect each insurer's relative exposure to hurricane losses.
45 (b)+4e)r "Bond" means any bond, debenture, note, or other

46| evidence of financial indebtedness issued under this section.

477 (c)Htbr "Covered event" means any one storm declared to be
48 a hurricane by the National Hurricane Center, which storm causes
49| insured losses in this state.

50 (d)H4ey "Covered policy" means any insurance policy

51 covering residential property in this state, including, but not
52 limited to, any homeowner's, mobile home owner's, farm owner's,
53 condominium association, condominium unit owner's, tenant's, or
54 apartment building policy, or any other policy covering a

55| residential structure or its contents issued by any authorized

56 insurer, including a commercial self-insurance fund holding a
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57 certificate of authority issued by the Office of Insurance

58 Regulation under s. 624.462, the Citizens Property Insurance

59| Corporation, and any joint underwriting association or similar
60 entity created under law. The term "covered policy" includes any
61| collateral protection insurance policy covering personal

62 residences which protects both the borrower's and the lender's
63 financial interests, in an amount at least equal to the coverage
64 for the dwelling in place under the lapsed homeowner's policy,
65 if such policy can be accurately reported as required in

66| subsection (5). Additionally, covered policies include policies
67 covering the peril of wind removed from the Florida Residential
68 Property and Casualty Joint Underwriting Association or from the
69| Citizens Property Insurance Corporation, created under s.

70 627.351(6), or from the Florida Windstorm Underwriting

71 Association, created under s. 627.351(2), by an authorized

72 insurer under the terms and conditions of an executed assumption
73 agreement between the authorized insurer and such association or
74| Citizens Property Insurance Corporation. Each assumption

75 agreement between the association and such authorized insurer or
76| Citizens Property Insurance Corporation must be approved by the
77 Office of Insurance Regulation before the effective date of the
78 assumption, and the Office of Insurance Regulation must provide
79| written notification to the board within 15 working days after
80 such approval. "Covered policy" does not include any policy that
81 excludes wind coverage or hurricane coverage or any reinsurance
82 agreement and does not include any policy otherwise meeting this
83| definition which is issued by a surplus lines insurer or a

84 reinsurer. All commercial residential excess policies and all
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85 deductible buy-back policies that, based on sound actuarial
86| principles, require individual ratemaking shall be excluded by
87 rule if the actuarial soundness of the fund is not jeopardized.
88 For this purpose, the term "excess policy" means a policy that
89| provides insurance protection for large commercial property
90| risks and that provides a layer of coverage above a primary
91| layer insured by another insurer.
92 (e)4m "Corporation" means the State Board of
93| Administration Finance Corporation created in paragraph (6) (d).
94 (f)+e> "Contract year" means the period beginning on June
95| 1 of a specified calendar year and ending on May 31 of the
96| following calendar year.
97 (g)+)> "Debt service" means the amount required in any
98 fiscal year to pay the principal of, redemption premium, if any,
99 and interest on revenue bonds and any amounts required by the
100 terms of documents authorizing, securing, or providing liquidity
101 for revenue bonds necessary to maintain in effect any such
102 liquidity or security arrangements.
103 (h)+4+)> "Debt service coverage" means the amount, if any,
104 required by the documents under which revenue bonds are issued,
105| which amount is to be received in any fiscal year in excess of
106 the amount required to pay debt service for such fiscal year.
107 (i)4+r "Estimated claims-paying capacity" means the sum of
108 the projected year-end balance of the fund as of December 31 of
109 a contract year, plus any reinsurance purchased by the fund,
110| plus the board's estimate of the board's borrowing capacity.
111 (3) "Local government" means a unit of general purpose

112 local government as defined in s. 218.31(2).
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"Losses" means all incurred losses under covered

(k) -

policies, including additional living expenses not to exceed 40

percent of the insured value of a residential structure or its
contents,

loss adjustment expenses, and amounts paid as fees on

behalf of or inuring to the benefit of a policyholder. The term

does not include:

1. Losses for fair rental wvalue, loss of rent or rental
income, or business interruption losses;

2. Losses under liability coverages;

3. Property losses that are proximately caused by any

peril other than a covered event, including, but not limited to,

fire, theft, flood or rising water, or windstorm that does not

constitute a covered event;
4. Amounts paid as the result of a voluntary expansion of
but not limited to, a waiver

coverage by the insurer, including,

of an applicable deductible;
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5.6+~ Amounts paid as bad faith awards, punitive damage
awards, or other court-imposed fines, sanctions, or penalties;
or
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.8+ Alteeated—eor Unallocated loss adjustment expenses.

As used in this paragraph, the term "residential structure" does
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141 not include a hotel, motel, apartment building, or commercial

142| Dbuilding but includes a single-family home, duplex, townhome,

143 and residential condominium, regardless of whether owner-

144 occupied, rented, or vacant.

145 (1) "Pledged revenues" means all or any portion of

146| revenues to be derived from reimbursement premiums under

147 subsection (5) or from emergency assessments under paragraph

148 (6) (b), as determined by the board.

149 (m)~4e) "Retention" means the amount of losses below which
150 an insurer is not entitled to reimbursement from the fund. An
151 insurer's retention shall be calculated as follows:

152 1. The board shall calculate and report to each insurer
153| the retention multiples for that year. For the contract year

154| Dbeginning June 1, 2005, the retention multiple shall be equal to
155 $4.5 billion divided by the total estimated reimbursement

156| premium for the contract year; for subsequent years, the

157 retention multiple shall be equal to $4.5 billion, adjusted

158 based upon the reported exposure for the contract year occurring
159 2 years before the particular contract year to reflect the

160| percentage growth in exposure to the fund for covered policies
161l since 2004, divided by the total estimated reimbursement premium
162 for the contract year. Total reimbursement premium for purposes
163 of the calculation under this subparagraph shall be estimated
164| wusing the assumption that all insurers have selected the 90-

165 percent coverage level. Effective June 1, 2014, the aggregate

166| retention level may not exceed $5.2 billion.

167 2. The retention multiple as determined under subparagraph

168 1. shall be adjusted to reflect the coverage level elected by
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169 the insurer. For insurers electing the 90-percent coverage

170 level, the adjusted retention multiple is 100 percent of the

171 amount determined under subparagraph 1. For insurers electing
172 the 75-percent coverage level, the retention multiple is 120

173| percent of the amount determined under subparagraph 1. For

174 insurers electing the 45-percent coverage level, the adjusted
175| retention multiple is 200 percent of the amount determined under
176 subparagraph 1.

177 3. An insurer shall determine its provisional retention by
178| multiplying its provisional reimbursement premium by the

179| applicable adjusted retention multiple and shall determine its
180 actual retention by multiplying its actual reimbursement premium
181| by the applicable adjusted retention multiple.

182 4. For insurers who experience multiple covered events

183| causing loss during the contract year, beginning June 1, 2005,
184 each insurer's full retention shall be applied to each of the
185 covered events causing the two largest losses for that insurer.
186 For each other covered event resulting in losses, the insurer's
187 retention shall be reduced to one-third of the full retention.
188 The reimbursement contract shall provide for the reimbursement
189| of losses for each covered event based on the full retention

190 with adjustments made to reflect the reduced retentions on or
191 after January 1 of the contract year provided the insurer

192 reports its losses as specified in the reimbursement contract.
193 (n)+H- "Workers' compensation" includes both workers'

194 compensation and excess workers' compensation insurance.
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198
199| subseetion—{6)—
200 (4) REIMBURSEMENT CONTRACTS.—
201 (b)1l. The contract shall contain a promise by the board to

202 reimburse the insurer for 45 percent, 75 percent, or 90 percent
203 of its losses from each covered event in excess of the insurer's

204| retention, plus the insurer's 10 & percent of the reimbursed

205 losses to cover loss adjustment expenses.

206 2. The insurer must elect one of the percentage coverage
207 levels specified in this paragraph and may, upon renewal of a
208 reimbursement contract, elect a lower percentage coverage level
209 if no revenue bonds issued under subsection (6) after a covered
210 event are outstanding, or elect a higher percentage coverage
211 level, regardless of whether or not revenue bonds are

212 outstanding. All members of an insurer group must elect the same
213| percentage coverage level. Any joint underwriting association,
214 risk apportionment plan, or other entity created under s.

215 627.351 must elect the 90-percent coverage level.

216 3. The contract shall provide that reimbursement amounts
217 shall not be reduced by reinsurance paid or payable to the

218 insurer from other sources.

219 (c)l. Effective June 1, 2014, the contract shall also

220| provide that the obligation of the board with respect to all
221 contracts covering a particular contract year shall be $15

222 billion. Effective June 1, 2015, the board may temporarily

223 increase the claims capacity of the fund from $15 billion to $17

2241 billion upon a finding that an increase is necessary to
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or multiples that assist insurers in determining their retention

and projected payout for the next contract year. The statement

shall include an estimate for 1 year's, 2 years', and 3 years'
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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

or the insurer to return, amounts reflecting the most

pay,
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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281 year, multiplied by the insurer's share of the limit specified

282 in subparagraph (c)l. aetgal—elaims—payingecapacityavaitable
283 for—+that—~contract—vyear-
284 3. The board may reimburse insurers for amounts up to the

285| published factors or multiples for determining each

286| participating insurer's retention and projected payout derived
287 as a result of the development of the premium formula in those
288 situations in which the total reimbursement of losses to such

289| insurers would not exceed the estimated claims-paying capacity
290 of the fund. Otherwise, the projected payout factors or

291| multiples shall be reduced uniformly among all insurers to

292 reflect the estimated claims-paying capacity.

293 4. The board shall obtain a line of credit to reimburse

294 insurers in the event that payments exceed available assets and

295| bonding receipts. The line of credit must have a sufficient

296| 1limit to cover projected receipts from a minimum of 3 years'

297| bonding and for second-event catastrophes. If needed with

298 respect to a contract year, the line of credit must be obtained

299| before the start of that contract year and within 90 days after

300 issuance of the bonding report.

301 (5) RETIMBURSEMENT PREMIUMS.—

302 (b) The State Board of Administration shall select an

303 independent consultant to develop a formula for determining the
304 actuarially indicated premium to be paid to the fund. The

305 formula shall specify, for each zip code or other limited

306| geographical area, the amount of premium to be paid by an

307 insurer for each $1,000 of insured value under covered policies

308 in that zip code or other area. In establishing premiums, the
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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
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or—is5 25 pereents 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 fund, and any other factors deemed

appropriate by the board. An outside actuary must peer review

the formula in accordance with actuarial standards of practice

before board approval. The formula must be approved by unanimous

vote of the board. The board may, at any time, revise the
formula pursuant to the procedure provided in this paragraph.
(6) REVENUE BONDS.—
(d) State Board of Administration Finance Corporation.—
1. In addition to the findings and declarations in
subsection (1), the Legislature also finds and declares that:

a. The public benefits corporation created under this
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337| paragraph will provide a mechanism reeessary for the cost-

338 effective and efficient issuance of bonds. This mechanism will
339| eliminate unnecessary costs in the bond issuance process,

340 thereby increasing the amounts available for te—pay

341 reimbursement for losses to property sustained as a result of
342| hurricane damage.

343 b. The purpose of such bonds is to fund reimbursements

344 through the Florida Hurricane Catastrophe Fund £e—pay for the
345 costs of construction, reconstruction, repair, restoration, and
346| other costs associated with damage to properties of

347| policyholders of covered policies due to the occurrence of a

348| hurricane.

349 c. The efficacy of the financing mechanism will be

350 enhanced by the corporation's ownership of the assessments, by
351| the insulation of the assessments from possible bankruptcy

352| proceedings, and by covenants of the state with the

353 corporation's bondholders.

354 2.a. There is created a public benefits corporation, which
355 is an instrumentality of the state, to be known as the State

356| Board of Administration Finance Corporation.

357 b. The corporation shall operate under a five-member board
358 of directors consisting of the Governor or a designee, the Chief
359 Financial Officer or a designee, the Attorney General or a

360 designee, the director of the Division of Bond Finance of the
361 State Board of Administration, and the Chief Operating Officer
362 of the Florida Hurricane Catastrophe Fund.

363 c. The corporation has all of the powers of corporations

364 under chapter 607 and under chapter 617, subject only to +he
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365| previsiens—ef this subsection.
366 d. The corporation may issue bonds and engage in such
367 other financial transactions as are necessary to provide

368 sufficient funds to achieve the purposes of this section.

369 e. The corporation may invest in any of the investments
370 authorized under s. 215.47.
371 f. There is shadd+—Pe no liability on the part of, and no

372 cause of action shall arise against, any board members or

373 employees of the corporation for any actions taken by them in
374| the performance of their duties under this paragraph.

375 3.a. In actions under chapter 75 to validate any bonds

376| 1issued by the corporation, the notice required by s. 75.06 must
377| shatt be published in two newspapers of general circulation in
378 the state, and the complaint and order of the court shall be

379| served only on the State Attorney of the Second Judicial

380 Circuit.

381 b. The state hereby covenants with holders of bonds of the
382 corporation that the state will not repeal or abrogate the power
383| of the board to direct the Office of Insurance Regulation to

384 levy the assessments and to collect the proceeds of the revenues
385 pledged to the payment of such bonds as long as amy such bonds
386 remain outstanding unless adequate provision has been made for
387 the payment of such bonds pursuant to the documents authorizing
388| the issuance of the sweh bonds.

389 c.4+ The bonds of the corporation are not a debt of the
390 state or of any political subdivision, and neither the state nor

391 any political subdivision is liable on such bonds. The

392 corporation may not dees—net—have—the power—+teo pledge the
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393 credit, the revenues, or the taxing power of the state or of any
394| political subdivision. The credit, revenues, or taxing power of
395 the state or of any political subdivision may shat* not be

396| deemed to be pledged to the payment of any bonds of the

397 corporation.

398 d.5+a+ The property, revenues, and other assets of the

399| corporation; the transactions and operations of the corporation
400| and the income from such transactions and operations; and all
401| bonds issued under this paragraph and interest on such bonds are
402| exempt from taxation by the state and any political subdivision,
403| including the intangibles tax under chapter 199 and the income
404 tax under chapter 220. This exemption does not apply to any tax
405| imposed by chapter 220 on interest, income, or profits on debt
406| obligations owned by corporations other than the State Board of
407| Administration Finance Corporation.

408 e.b+ All bonds of the corporation are shald:—be—and

409| eenstitute legal investments without limitation for all public
410| bodies of this state; for all banks, trust companies, savings
411 banks, savings associations, savings and loan associations, and
412 investment companies; for all administrators, executors,

413 trustees, and other fiduciaries; for all insurance companies and
414 associations and other persons carrying on an insurance

415| business; and for all other persons who are now or may hereafter

416| be authorized to invest in bonds or other obligations of the

417 state and are shall beandeconstitute eligible securities to be
418 deposited as collateral for the security of any state, county,
419| municipal, or other public funds. This sub-subparagraph shall be

420 considered as additional and supplemental authority and may
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month.
(b) Total number of policies canceled.
(c) Total number of policies nonrenewed.
(d) Number of policies canceled due to hurricane risk.
(e) Number of policies nonrenewed due to hurricane risk.
(f) Number of new policies written.
(9) Total dollar value of structure exposure under
policies that include wind coverage.
(h) Number of policies that exclude wind coverage.

Section 3. Subsection (5) of section 627.062, Florida

the type for which the insurer is required to pay a

any reimbursement premiums paid to the fund,

s of other reinsurancei—hewever;—execept—as

together with

reasonable cost

1 A

-

3

Statutes, i1s amended to read:
627.062 Rate standards.—
(5) With respect to a rate filing involving coverage of

reimbursement premium to the Florida Hurricane Catastrophe Fund,

the insurer may fully recoup in its property insurance premiums

I V E S

2014

+h 1y o YAtz = 1+ o o~ o n + 1 Ina RN N 2 ot BV ATt kLY
COTCITT T W IO T ML UV LIUT LTT CTT 1O [ U7 e 5y W I LTTTOo Ol T Ty ITOCT LT LT UU™
P NE I WL L2 at o ot A g o4 oA TA Y nNraszidad sy +h £ A
[ S N E i R WD U i Sy @ B Y ) W) A\ e R eye) CcCITaa T AU L LT TT U VT LITYT P YUV IUATUT Oy I LT UITTK »

An insurer may not recoup more than 1 year of reimbursement
premium at a time.
be added to the following year's reimbursement premium,
over-recoupment must be subtracted from the following year's
reimbursement premium.

(5) of section 627.0629, Florida

Section 4. Subsection

Statutes, 1is amended to read:

627.0629 Residential property insurance;
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645 (5) In order to provide an appropriate transition period,
646 an insurer may implement an approved rate filing for residential
647| property insurance over a period of years. Such insurer must

648| provide an informational notice to the office setting out its
649| schedule for implementation of the phased-in rate filing. The
650 insurer may include in its rate the actual cost of private

651| market reinsurance that corresponds to available coverage of the

THch—Ffrom—Ethe Florida

652 TMeamrarasrcy T~ o 4
J_\_,J.I.Lt/UJ_(.A.J__Y TITTCO IO TOO O 1T

653| Hurricane Catastrophe Fund. The—insurer may arso—inelude—the

654 cost—ofreinsuranece
655 pursuant—teo—s+—235-55531 639+ However, this cost for

656| reinsurance may not include any expense or profit load or result
657| 1n a total annual base rate increase in excess of 10 percent.
658 Section 5. Paragraph (v) of subsection (6) of section

659 627.351, Florida Statutes, i1s amended to read:

660 627.351 Insurance risk apportionment plans.—
661 (6) CITIZENS PROPERTY INSURANCE CORPORATION.—
662 (v)1l. Effective July 1, 2002, policies of the Residential

663 Property and Casualty Joint Underwriting Association become

664 policies of the corporation. All obligations, rights, assets and
665 liabilities of the association, including bonds, note and debt
666| obligations, and the financing documents pertaining to them

667| Dbecome those of the corporation as of July 1, 2002. The

668 corporation is not required to issue endorsements or

669| certificates of assumption to insureds during the remaining term
670 of in-force transferred policies.

671 2. Effective July 1, 2002, policies of the Florida

672| Windstorm Underwriting Association are transferred to the
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673 corporation and become policies of the corporation. All

674 obligations, rights, assets, and liabilities of the association,
675 including bonds, note and debt obligations, and the financing
676| documents pertaining to them are transferred to and assumed by
677| the corporation on July 1, 2002. The corporation is not required
678 to issue endorsements or certificates of assumption to insureds
679| during the remaining term of in-force transferred policies.

680 3. The Florida Windstorm Underwriting Association and the
681| Residential Property and Casualty Joint Underwriting Association
682 shall take all actions necessary to further evidence the

683 transfers and provide the documents and instruments of further
684 assurance as may reasonably be requested by the corporation for
685 that purpose. The corporation shall execute assumptions and

686| 1instruments as the trustees or other parties to the financing
687| documents of the Florida Windstorm Underwriting Association or
688 the Residential Property and Casualty Joint Underwriting

689| Association may reasonably request to further evidence the

690 transfers and assumptions, which transfers and assumptions,

691| however, are effective on the date provided under this paragraph
692 whether or not, and regardless of the date on which, the

693 assumptions or instruments are executed by the corporation.

694 Subject to the relevant financing documents pertaining to their
695 outstanding bonds, notes, indebtedness, or other financing

696 obligations, the moneys, investments, receivables, choses in

697 action, and other intangibles of the Florida Windstorm

698 Underwriting Association shall be credited to the coastal

699 account of the corporation, and those of the personal lines

700 residential coverage account and the commercial lines
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701 residential coverage account of the Residential Property and

702 Casualty Joint Underwriting Association shall be credited to the
703| personal lines account and the commercial lines account,

704 respectively, of the corporation.

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

710 5. The transfer of all policies, obligations, rights,

711| assets, and liabilities from the Florida Windstorm Underwriting
712| Association to the corporation and the renaming of the

713| Residential Property and Casualty Joint Underwriting Association
714 as the corporation does not affect the coverage with respect to

715| covered policies as defined in s. 215.555 235-5552)r++te} provided

716| to these entities by the Florida Hurricane Catastrophe Fund. The
717 coverage provided by the fund to the Florida Windstorm

718| Underwriting Association based on its exposures as of June 30,
719 2002, and each June 30 thereafter shall be redesignated as

720 coverage for the coastal account of the corporation.

721| Notwithstanding any other provision of law, the coverage

722| provided by the fund to the Residential Property and Casualty
723| Joint Underwriting Association based on its exposures as of June
724 30, 2002, and each June 30 thereafter shall be transferred to
725| the personal lines account and the commercial lines account of
726| the corporation. Notwithstanding any other provision of law, the
727 coastal account shall be treated, for all Florida Hurricane

728 Catastrophe Fund purposes, as if it were a separate
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729| participating insurer with its own exposures, reimbursement
730| premium, and loss reimbursement. Likewise, the personal lines
731 and commercial lines accounts shall be viewed together, for all
732 fund purposes, as i1f the two accounts were one and represent a
733| single, separate participating insurer with its own exposures,
734 reimbursement premium, and loss reimbursement. The coverage
735| provided by the fund to the corporation shall constitute and
736 operate as a full transfer of coverage from the Florida
737| Windstorm Underwriting Association and Residential Property and
738| Casualty Joint Underwriting Association to the corporation.
739 Section 6. This act shall take effect upon becoming a law.
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